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Confidence in Birmingham’s economic outlook has increased markedly following Jefferson County’s escape from bankruptcy in 

December of 2013, and several major new development projects could prove a boon for the city’s hotel industry. 

Highlights 

 Many new developments, spanning transportation to residential to retail, are underway across Birmingham.  

 Birmingham’s Downtown office submarket has shown strong occupancy figures over the past year and commands an 

average lease rate above that of the overall market.  

 Construction and marketing efforts for the Uptown Birmingham entertainment district are underway and expected to 

draw additional leisure demand to the city.  

 At least three new hotels are proposed in Birmingham, including two boutique properties. 

 Among hotels sold since October of 2010 in Birmingham, value per key rose considerably in 2012/2013. 
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Introduction 
 
As Alabama’s largest city and the seat of Jefferson County, Birmingham has experienced both the rewards and the trials of 
expansive growth over the past half century. The city’s economy, once dominated by iron and steel production, has diversified 
into strong healthcare, biotech, and education sectors. A quarter of Alabama’s population resides in the Birmingham-Hoover 
MSA, which over the past decade has been recognized for strong career growth and quality of life. The city of Birmingham has 
also become one of the largest banking centers in the U.S., anchored by Regions Financial Corporation and BBVA Compass.  
 
The City’s ambitious plans for development and expansion, however, came at the cost of a 2011 bankruptcy filing on behalf of 
Jefferson County, at the time the largest municipal bankruptcy in U.S. history. Nevertheless, the county managed the sale of $1.8 
million in sewer warrants in December of 2013 to reestablish financial solvency. Birmingham has thus reemerged on a front of 
growth, particularly notable in a number of new developments in the city’s Downtown. The following article looks at how 
economic forces have affected hotel supply growth, demand, transactions, and performance in Birmingham.  
 

Recent Developments 
 
The Uptown Birmingham entertainment district, adjacent to the Birmingham-Jefferson Convention Complex and the 757-room 
Sheraton Birmingham, was developed by National Ventures Group in concert with the Birmingham-Jefferson Civic Center 
Authority (BJCC). The $65-million mixed-use development, funded by bonds to be paid by the city’s lodging tax, will house 
numerous restaurants—the Octane coffee bar opened in January of 2014, with Texas de Brazil, Mugshots Grill & Bar, and 
Cantina Laredo expected to open in the spring of this year. The Uptown project is anchored by the new Westin Birmingham, 
which is managed by Starwood Hotels. The 294-room, LEED-certified hotel opened in February of 2013 and features 
approximately 7,000 square feet of meeting space and the Todd English P.U.B. City officials hope that the additional hotel rooms 
and entertainment district will give Birmingham the necessary facilities to complete for conventions that would otherwise go 
elsewhere. 
 
Another major development is the new Regions Field, home to the Birmingham Barons minor league baseball team. The $64-
million project was undertaken by Corporate Realty, and according to a 2009 feasibility study performed by Auburn University 
professor Keivan Deravi, the economic impact of the stadium could ultimately top $3.8 billion.1 The stadium, which was 
completed in time for the Barons’ opening day game on April 10, 2013, was recently voted by www.baseballparks.com as the 
2013 ballpark of the year. The area around the stadium, known as the Parkside District, is also being revitalized. The 19-acre 
Railroad Park development, located adjacent to the stadium, features walking trails, free Wi-Fi, a skate park, and an outdoor 
gym; the Stockyard at Railroad Park, a $5-million mixed-use development, will feature office, restaurant, and apartment space.  
 
Two new apartment complexes in Birmingham were recently announced: Inland American Communities’ 236-unit, six-story 
complex and Watts Realty Co.’s $30-million, 129-unit development, which will include 12,000 square feet of retail space and a 
200-space parking garage. Additionally, LIV Development broke ground on its LIV Parkside project in February of 2014. The 
$30-million, 228-unit, six-story apartment complex will feature 3,000 square feet of retail space and is scheduled for completion 
in early 2015. Recent commercial property sales include Beer Engineers’ purchase of a $1.3-million building on 14th Street 
South. Alabama Power also purchased a four-story, 18,600-square-foot office building on 20th Street South, as well a vacant lot 
on 1st Avenue South, for a reported price of $600,000 and $2.95 million, respectively. 
 
In March of 2014, construction began on Birmingham’s new $30-million intermodal transit station, which will combine the 
Birmingham-Jefferson County Transit Authority (BJCTA), Amtrak trains, and Greyhound and Megabus buses. Located on the 
corner of Morris Avenue and 17th Street North, the project will be funded by a $23.6-million Federal Transit Administration 
grant, with the remaining funds provided by the City of Birmingham. The new station is expected to be completed by late 2015. 
Plans are also underway for a $2.5-million pedestrian bridge to connect the station to Regions Field and Railroad Park. 
 

                                                        
1 “2012 Top Deal: Simon Brings the Barons Home.” The Birmingham Business Journal. April 26, 2013. http://www.bizjournals.com/birmingham/print-
edition/2013/04/26/2012s-top-deal-simon-brings-the.html?page=all 
 

http://www.baseballparks.com/
http://www.bizjournals.com/birmingham/print-edition/2013/04/26/2012s-top-deal-simon-brings-the.html?page=all
http://www.bizjournals.com/birmingham/print-edition/2013/04/26/2012s-top-deal-simon-brings-the.html?page=all
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In 2011, the Brewery Modernization Act was signed into law, which greatly eased restrictions on breweries and brewpubs in 
Alabama. The craft beer industry has since skyrocketed in Birmingham, with the Good People Brewing Company and the 
Avondale Brewing Company leading the way, making Alabama the fasting growing producer of craft beer from 2011 through 
2012.2 
 
In October of 2013, four Birmingham projects were selected to receive a portion of the $20-million Alabama Historic 
Rehabilitation tax credit, and one of these was the Redmont Hotel. The historic hotel will reopen as a luxury property following a 
$6-million renovation in 2014. Other properties receiving the tax credit in Birmingham include the previously mentioned 
Federal Reserve Bank of Atlanta (Birmingham Branch); the Brown Marx Tower, which will be renovated and converted into 
apartments and retail space; and the Cain Furniture Company Building, which will also be converted into apartments.  
 
Finally, the $201.6-million terminal modernization at the Birmingham-Shuttlesworth International Airport, which began in June 
of 2011, is slated for completion by the end of this year.  
 

New Hotel Construction 

The following hotels have been proposed or are under construction in Birmingham.  
 
Grand Bohemian Hotel (Mountain Brook) 
 

o $35 million 

o 100 rooms 

o Under construction 

o Opening March 2015 

Located in the affluent suburb of Mountain Brook, the Grand Bohemian will complement the greater $130-million Lane Parke 
mixed-use development. The luxury boutique hotel will also benefit the area with an additional 12,630 square feet of meeting 
space. 
 
Homewood Suites by Hilton (Five Points South) 
 

o $15 million 

o Construction to start March 2014 

o Opening Q1 2015 

Occupying the former Five Points Music Hall site, the Homewood Suites by Hilton will join the Residence Inn by Marriott as the 
only extended-stay properties in the area. The Homewood Suites by Hilton is expected to benefit from the numerous hospitals 
proximate to the site, including St. Vincent’s Birmingham, UAB Hospital, and Cooper Green Mercy Hospital. 
 
Boutique Hotel (Downtown) 
 

o 1801 5th North Avenue 

o Early planning stages 

o Recently received a portion of the $20-million Alabama Historic Rehabilitation Tax Credit 

Located in the Former Federal Reserve Bank of Atlanta (Birmingham Branch), this proposed 44-room, full-service boutique 
hotel will cater to multiple nearby corporate offices. Additionally, some of the hotel’s facilities and amenities, including a theatre, 
roof terrace, and 10,000 square feet of meeting space, are expected to draw leisure and group business demand to the property. 

                                                        
2 “Mapping the Rise of Craft Beer.” Daniel Fromson. The New Yorker. June 7, 2013. http://www.newyorker.com/online/blogs/newsdesk/2013/06/idea-of-the-
week-mapping-the-rise-of-craft-beer.html  

http://www.newyorker.com/online/blogs/newsdesk/2013/06/idea-of-the-week-mapping-the-rise-of-craft-beer.html
http://www.newyorker.com/online/blogs/newsdesk/2013/06/idea-of-the-week-mapping-the-rise-of-craft-beer.html
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RESIDENCE INN BY MARRIOTT DOWNTOWN 
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Hotel Transactions 
 
Eleven hotel sales, all properties flagged under major brands, occurred in the Birmingham area between October 2010 and 
December 2013.  
 
Hotel Transactions in Birmingham since October of 2010 

 
 
 
Values improved significantly during this period, moving from an average 
of $59,479 per key in 2010/11 to $99,664 per key in 2012/13. While per-
key value ranges widely across properties and markets in and around 
Birmingham, the overall upward trend in net operating income has 
allowed hotels to realize higher values over the past several years. 
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Hotel Performance 
 
As shown in the following chart, both occupancy and RevPAR for Birmingham hotels peaked in 2011.  
 

 
 
Birmingham’s strong demand growth in 2010 led to occupancy increases across the market. Occupancy continued to rise in 
2011, with additional demand driven by displaced residents and the arrival of construction and clean-up crews following a 
series of destructive tornadoes that struck across Alabama in late April of that year. Occupancy fell moderately in 2012, as this 
tornado-related demand began to dissipate. 
 
The following chart details year-over-year changes in occupancy, average rate, and RevPAR for a representative set of full-, 
select-, and limited-service hotels comprising over 2,500 rooms in the Birmingham-Hoover MSA.  
 
 

 
Average rate declined in 2010, a result of latent downward pressure following the Great Recession; however, average rate 
strengthened in 2011 and through 2012 as increasing demand levels allowed local operators to focus on recovering rate lost the 
previous years. 
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Office Market 
 
The following tables detail historical and forecasted statistics relevant to the overall Birmingham office market, as well as the 
Downtown submarket. 
 

 

 
 
Vacancy in the Downtown submarket, Birmingham’s largest submarket, is nearly half that of the market average, with a lack of 
new space helping bring about year-over-year vacancy declines since 2010. Downtown’s lease rates sit slightly above those of 
the overall market, reflecting the premium commanded by Birmingham’s Central Business District (CBD).  
 
Modest improvement in occupied office space across the overall Birmingham office market is expected in 2014. REIS projects 
office vacancy to continue to improve through 2018, with a minimal increase in available office space anticipated over the next 
five years. Growth that is more significant is expected in the average asking lease rate, as Jefferson County’s reemergence from 
bankruptcy and increasing office occupancy in Birmingham spur greater demand.  
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A number of recent real estate transactions, as well as several headquarter offices relocating to Downtown, illustrate the 
prominence of the CBD in Birmingham. VIVA Health has moved its headquarter operations, along with 300 employees, into the 
18-story VIVA Health Building. Cadence Bank relocated its headquarters into 54,742 square feet of the Concord Center—a space 
that the law firm of Adams and Reese vacated upon its move to the 29th and 30th floors of the Regions-Harbert Plaza, where 
Northwest Mutual now has its headquarters. The Allegiance Realty Corp purchased the 17-story Financial Center building for a 
reported price of $20.85 million; it is expected to invest approximately $3 to $5 million to renovate the building. Additionally, in 
late 2013, construction started on the new U.S. Treasury building in Downtown Birmingham. Once complete, the $46-million, 
86,000-square-foot building will house more than 250 employees. 
 

Employment 
 
The following table lists Birmingham’s top employers as of 2013.  
 

Top Employers 

 
Four of these employers belong to Birmingham’s strong healthcare sector, which has experienced some recent notable 
developments. In August of 2012, the expansion of the Children’s of Alabama’s Benjamin Russell Hospital for Children was 
completed. The $400-million, 670,000-square-foot undertaking was the largest healthcare-facility expansion in state history, 
and the hospital is the first to be LEED-certified in Alabama. Baptist Health System completed a 90,000-square-foot, $57-million 
expansion at its Princeton Baptist Medical Center in November of 2012.  
 
The University of Alabama at Birmingham (UAB), by far the area’s largest employer, continues to expand. Plans for a $40-million 
student center have been approved, a new 217,000-square-foot residence hall is under construction, and the state-of-the-art 
Abroms-Engel Institute for the Visual Arts celebrated its grand opening in January of 2014. Furthermore, UAB announced that its 
enrollment was at a record high in 2013, marking the fifth consecutive annual increase.  
 
The noted developments should help bolster Downtown Birmingham’s demand levels, in particular extended-stay demand 
stemming from the hospital expansions. Furthermore, key weekends at UAB, including graduation, Parents’ Weekend, and 
football games, are expected to produce more demand as the school continues to grow. 
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Conclusion 
 
With both the Great Recession and bankruptcy behind it, Birmingham has reestablished a firm economic foothold. Ongoing 
growth at UAB, a number of revitalization projects, and expansions at the airport and in the healthcare and entertainment 
sectors should be on the radar of hotel stakeholders in Birmingham, as a variety of hotel product types are expected to benefit 
from the diverse growth throughout the city. This includes potential benefits to extended-stay properties from hospital 
expansions, to economy properties from construction projects throughout the city, and to full- and limited- service properties 
from flourishing demand generated by Uptown Birmingham and the Parkside District. Growth brings challenges as well as 
rewards, and through hard work and informed advice, hoteliers in Birmingham—Alabama’s “Magic City”—will be poised to 
realize the benefits.  
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About HVS 

HVS is the world’s leading consulting and services organization 
focused on the hotel, mixed-use, shared ownership, gaming, and 
leisure industries. Established in 1980, the company performs 4,500+ 
assignments each year for hotel and real estate owners, operators, 
and developers worldwide. HVS principals are regarded as the leading 
experts in their respective regions of the globe. Through a network of 
more than 30 offices and 450 professionals, HVS provides an 
unparalleled range of complementary services for the hospitality 
industry. www.hvs.com  

Superior Results through Unrivalled Hospitality Intelligence. 
Everywhere. 

HVS Atlanta works extensively in Birmingham and other hotel markets 
spanning the southeastern United States, offering advisory and 
appraisal services for limited-, select-, and full-service hotels and 
resorts. We invest in our associates' continual training and education, 
benefiting you with a consulting and valuation team keenly abreast of 
the latest market conditions and trends. Visit 
www.hvs.com/Offices/Altanta to learn more. 
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