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OVERVIEW
Your experience in the real estate world has shown you how important
your choice of market is when it comes to hitting your desired investment
benchmarks. Markets with diverse employment bases, low unemployment
rates, strong economic growth, and desirable cap rates scream “invest,”
especially to the investor in it for long-term capital preservation and
consistent year-on-year growth. Today, we’re going to look at one such
market: Tuscaloosa, Alabama.
Tuscaloosa is known as “The Druid City,” because of the imposing water
oaks which line downtown, planted in the 1840s. The city is the central hub
for West Alabama, and is the leader in commerce, industry, healthcare,
and education for West-Central Alabama. The Tuscaloosa Metropolitan
Statistical Area includes Hale and Pickens counties in addition to the City of
Tuscaloosa, and currently has a population of 208,000, with roughly 100,000
of those residents living inside the city itself. Despite headwinds created by
COVID-19 and subsequent negative economic effects, Tuscaloosa remains a
diverse economy with tremendous room for growth.
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ALABAMA
Because of the technology and manufacturing
businesses like Mercedes Benz, the state saw
respectable growth numbers of 2.4% and 2.8%
over the last two years (2018 and 2019). Like most
other states, COVID-19 took a significant toll on
the Alabama economy. However, it seems much of
the damage has been done and the employment
picture is on the upswing. The State of Alabama
gained 22,220 jobs in August over July, while the
seasonally adjusted unemployment rate dropped
to 5.6% in August from 7.9 in July. This is a far cry
from the 2.8% unemployment rate boasted by the
state in August 2019, but it shows the potential
upside in a recovery.
Alabama’s growing economic, industrial, and job
sector has attracted thousands of job seekers to
the area. According to a 2019 report by the Public
Affair Research Council of Alabama, Alabama has a
positive rate of domestic migration, netting 5,718
new residents that moved to Alabama from other
U.S. states.
But why are new and seasoned real estate
investors investing in the Alabama market? Aside
from its growing economy, Alabama boast of one
of the lowest annual property tax rates with the
average homeowner paying a medium property
tax of $558 per year.
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TUSCALOOSA
Tuscaloosa is the center of commerce, industry, education, and healthcare
for West Alabama. The city is home to several educational institutions,
including the University of Alabama, Stillman College, and Shelton State
Community College. Higher education is the bedrock of the Tuscaloosa
economy, and the city is a college town at heart, but they also boast a diverse
economy with heavy manufacturing and service components.
27.5% of the labor force in the Tuscaloosa MSA is employed by the
government- federal state and local, while 15.6% work in the manufacturing
sector, 16.5% in trade, transportation, and utilities, 12% in professional and
business services, and 8.7% in education and healthcare. (US Bureau of
Labor and Statistics. “Economy at a Glance.”)
The majority of the government jobs are within the University of Alabama,
which employs over 11,000 citizens. Manufacturing companies, such as
Mercedes-Benz International, Michelin Tire Manufacturing, Phifer, and
Nucor Steel are only a few facilities that employ the majority of this sector.
(US Bureau of Labor and Statistics. “Economy at a Glance.”)

5

THE

BIG

PICTURE

On October 12, 2020, Tuscaloosa received a AAA rating from Fitch’s- which is
an excellent sign for city boosters, local officials, economic stakeholders, and
of note to you- real estate investors. (FitchRatings. “Fitch Rates Tuscaloosa,
AL’s GO Warrants ‘AAA’; Outlook Stable.”) The AAA rating, Fitch’s highest,
reflects Tuscaloosa’s proven ability to maintain prudent financial flexibility.
The city also holds substantial financial reserves, a broad revenue-raising
authority, and significant spending flexibility- which should help it manage
both today’s current economic distress as well as challenging economic tides
in the future.
The rise in Tuscaloosa’s economy and low mortgage rates has created a
scarcity of inventory in the area. The West Alabama MLS also reported a
lower number of available inventory (21.4% decrease) and a lower number
of average days that the property was listed on the market (21.4% decrease).
•
•
•
•

October 2019 Inventory: 825
October 2020 Inventory: 648
October 2019 Days on the Market: 56
October 2020 Days on the Market: 44

The WAMLS reported a higher average sales price (22.2% increase) and higher
number of homes sold (24.5% increase) compared to that of 2019.
•
•
•
•

October 2019 Average Sales Price: $201,097
October 2020 Average Sales Price: $245,904
October 2019 Homes Sold: 212
October 2020 Homes Sold: 264
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THE BIG PICTURE (CONT.)
Long-term liabilities for the city are expected to remain with a moderate range,
which reflects the city’s manageable future capital and issuance demands, as
well as their below average amortization of outstanding principal. Additionally,
it reflects the continued growth in Tuscaloosa’s in the economic resource base
of the city alongside rising pension liabilities.
In the longer-term, revenue growth prospects are strong- buoyed by a stable
and growing population and the plethora of economic and social benefits that
come from being the home of the University of Alabama. One of the primary
economic benefits offered by the University include ongoing construction
projects as the school’s footprint expands. Below is a list of some of the
major construction projects in the city, both connected to the University and
undertaken by other local stakeholders.

PROJECT

BUDGET

Tuscaloosa Airport Runway
4-22 Renovation

7.93 Million

Under Construction

McFarland Bridge
Replacement Project on
I-59/20

83 Million

Under Construction

Bryant-Denny Stadium
Renovations

106 Million

Under Construction

University of Alabama
New Student Complex

80 Million

Planning Stages:
Approved by City Concil
(Fall 2021 Completion Estimate)

Mercedes-Benz
U.S. International Plant
(Tuscaloosa County)

53.6 Million

Panning Stages:
(Late 2021/Early 2022 Completion Estimate)

Highway 82 Resurfacing

5.97 Million

Under Construction
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STATUS

EMPLOYMENT
The University of Alabama may be the feather in the cap of the Tuscaloosa
economy, but it is far from the only game in town, no matter how die hard
your average Crimson Tide fan. First, let’s deal with the elephant in the
room-the unemployment rate. While we are miles away from the 2.3% to
2.9% unemployment rates we saw in the latter part of 2020, Tuscaloosa
has bounced off of the highest unemployment seen at the beginning of the
Covid-19 pandemic.
April 2020 saw the steepest decline in employment, coming in at 16.6%. Since
then, we’ve witnessed a slow decline in overall unemployment rate, with May
coming in at 10.8%, June at 9.0, July at 9.1% and a precipitous drop in August
to 6.5%, according to the Bureau of Labor Statistics. (US Bureau of Labor and
Statistics. “Economy at a Glance.”) Unfortunately, September saw a reversal
of this trend, with unemployment in the Tuscaloosa MSA growing to 7%,
significantly higher than the 2.3% we saw in September of 2019.
According to a recent study by University of Alabama economists, statewide
non-farm employment will likely drop by around 3% this year. The majority of
the lost jobs are in the manufacturing, leisure and hospitality, and professional
and business service sectors. That same study found that the state will be well
on its way to recovery by the first half of 2021. (CBS 42. “University of Alabama
study shows state economy starting to recover from COVID-19 pandemic.”)
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ELEVATE
TUSCALOOSA
With the current collaboration between the local
authorities and industrial giants to revamp the
once quiet Druid city, downtown Tuscaloosa has
become a place to shop, work, school, and own an
investment property.
In addition to these efforts, the City of Tuscaloosa
proposed a new initiative called Elevate Tuscaloosa.
The project plans to invest $500 million dollars in
Tuscaloosa and the surrounding regions over the
next three decades.
The plan was passed in April 2019 and will allow
for direct investments in infrastructure, the arts,
transportation, and other community-based
initiatives will help prop up the economy, keep
people employed, and bolster many sectors of
the economy. (Elevate Tuscaloosa. “About Elevate
Tuscaloosa.” Elevate Tuscaloosa)
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SPARTAN
FOCUS
While Tuscaloosa is a promising market for real estate investments, every
seasoned real estate investor knows that markets can change for the negative
at any point in time. That is why you should work with a turnkey provider with
exceptional local knowledge of the specific real estate market.
At Spartan, we have first-hand knowledge and experience with the Tuscaloosa
real estate market. We understand when to buy, where to buy, and how to
buy when it comes to investing in the city of Tuscaloosa. For us at Spartan,
Tuscaloosa is not just an investment area but a home to many of us.
Our local knowledge of the Tuscaloosa real estate market has helped us secure
some of the best B and B+ class properties for our clients over the years. Our
investment focus is on neighborhoods that promise stability, rental demands,
and higher employment rates.
And since 34.05% of the Tuscaloosa households are renters, there is a
growing demand for rentals. By choosing neighborhoods and investment
properties that attract potential renters, we maximize our client’s
chances of building equity early or getting the best out of a sale deal in
the future.
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CONCLUSION
With Tuscaloosa experiencing an all-around transformation, it is fast becoming
one of the highly patronized destinations for budding and seasoned real
estate investors in the Southeast. With home values and rental demand rising,
there has never been a better time to invest in Tuscaloosa than now. And,
with Spartan as your investment guide, you are certain that your investments
are in safe hands.
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