
Ocean City Revisited 2004 
For the Year 2003

To the Reader:
Ocean City continues its economic expansion, though with a mix of advancing and receding
indicators used to evaluate economic health. Still, the big news is in the extremely strong
condominium sector. While the Ocean City Health Barometer shows that only 5 of the 12 annual
indicators were positive, each negative indicator had a corresponding and plausible explanation
just beneath the surface. In light of these explanations, 2003 indicated continued strength in the
Ocean City marketplace. The analysis below will summarize the most important statistics, provide
explanations, and reflect upon their impact to the resort. 



Bay Bridge Crossings
This year, according to the Maryland Transportation Authority, the number of vehicles crossing
the Bay Bridge onto the Eastern Shore leveled off. The average traffic volume in 2003 for the Bay
Bridge was 34,082 vehicles daily, down 0.1% from 2002 at 34,108. Year-to-year increases were
greatest in the months of April (5%), August (6%), and December (3%). The largest year-to-year
decreases were –17% in February (blizzard) and –3% in June (way too much rain). The State
Highway Administration now tracks the eastbound traffic into Ocean City via the Route 50 and
Route 90 bridges. According to their statistics, 7.3 million vehicles used these two routes last year,
with 37% of that traffic was during June, July and August.

Golf (Rounds Played)
Our next indicator tracks the rounds of golf played on Ocean City area courses. According to
Ocean City Golf Getaway, on 20 courses, 325,429 rounds of golf were played in 2003, down 9%
from 2002. This follows a minimal decrease of 1,667 rounds last year, down less than one percent
from the year before. Our source reported that among eleven prime weekends in the peak spring
season, nine were rained out, with the summer overall enduring the worst weather in ten years.
Overall, the golf courses continue to be a season extender for Ocean City and a significant
marketing tool for the lodging industry. Some courses that have opened in the last few years have
been favorably compared with those in Myrtle Beach, South Carolina, especially when
considering how much closer they are to the cold-weather climate in the North. There are
exciting new courses under construction in greater Ocean City which will continue to entice
golfers to the area. Last summer’s extended period of rainfall, however, manifests itself in several
other important statistics below.
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Hotel, Motel and Condominium Rentals
In 2003, Ocean City had $230 million in Gross Hotel, Motel and Condominium Rentals; slightly
lower than the year before. The general trend has been on a steady and strong path since at least
1996. The 2003 figure was a 4% decrease from 2002, and likely occurred due to untimely weekend
rainstorms. Prior years’ increases were 5.9% in 2002, 6.9% in 2001 and 8.3% in 2000. We anticipate
that, with better weather, 2004 will improve over 2003. And with 218 hotel rooms added in 2003, the
158 rooms added in 2002 and the numerous condominium units added to the rental pool, room
revenues will be diluted at the existing older facilities. 

Ocean City’s tourists tend to frequent the newest hotels rather than the older ones, at least
temporarily. Once the “novelty” wears off, the cream will once again rise to the top. Then it will
be business as usual for the well-established properties, as the most effective hoteliers will
reinvigorate their properties regularly to compete with the newest additions to supply.

Differentiation will also be accomplished by pricing with the highest rates at the newest and most
substantial property—the Holiday Inn Suites at 18th Street and the Boardwalk. Interestingly, this
property may have also posted the best occupancy news, exemplifying Ocean City’s newly found
appetite for high-end facilities. If this trend continues the resort could experience additional
development at this end of the lodging spectrum. Look for new high-end oceanfront suites by the
Clarion Fontainebleau and more new high-end suites by the Harrison Group.

Retail Sales
Vacationers not only rent hotel rooms, they also spend money on food, clothing, gifts and other
taxable items. The State tracks these items by County and we can use these statistics in our
evaluation of Ocean City’s economic condition. The retail sales figures reported for Worcester
County in 2003 broke the $1 billion mark for the third year in a row. However, the County’s retail
sales figures dipped slightly for the first time in four years, by 1.9%, after three years’ growth of
5% or more. This may be a reflection of the higher room prices which tend to take the first bite of
the vacation savings apple, as well as the wet weather effects mentioned above.

Assessable Tax Base
The Assessable Tax Base is the total of all assessed property values in a given area. A six-year
run of extraordinary increases extended a seventh year, with assessable tax base up 16%
between 2002 and 2003. Overall real estate volume for Ocean City was down nearly 36%, however,
reflecting a drying up of inventory, as observed by the local assessor’s office. As we will see in
the condominium market analysis below, prices have nevertheless continued to reach
unprecedented levels.  

Three Centre Park,8815Centre Park Drive, Suite 200Columbia, MD 21045
(410) 423-2300Fax (410) 423-2410¥ www.lfmvalue.com¥ (301) 565-3380Fax (301) 587-3033 



New Construction
For the third year in a row the valuation of new construction permits exceeded $72 million, at $113
million for 2003, an astounding 57% increase over last year. The number of building permits issued
in 2003 remained similar to that of the previous year. However, the slowdown in newly issued
certificates of occupancy continued (down 5%), despite a 23% increase in the total number of
permitted living units. For the year 2003, 482 living units were permitted as follows: 46 single
family, 171 condo/apartment, 218 hotel/motel and 47 townhouse/duplex. This 23% increase,
compared with the 38% decrease between 2001 and 2002, can be explained in part by the pick-up
of parts of the Sunset Island project, and the time lag between permitting and occupancy. 

There were numerous condominium projects added in 2003. Some of the larger projects added to
the market were: Lorelei Condominiums, with 30 units; Astoria Condos with 28 units; Aventura
Condos with 28 units; and Ocean Castle Condominiums, with 12 units. 

The Holiday Inn & Suites delivered its 79-room final phase addition on the Boardwalk at 17th
Street. Other new additions for 2003 were the 100 room Bonita Beach Hotel (redevelopment of the
Candlelight Motel at 81st Street, ocean side) and the recently completed Comfort Suites on Route
50 in West Ocean City. The Ocean City Planning and Building office reports that several projects
are in various stages of planning and development. The 40-room Haven Motel on the Boardwalk
at 1st Street will be rebuilt. The Days Inn Oceanfront between 22nd and 23rd Streets was
approved for a 42 room expansion. The Harrison Group, which owns and operates the Ramada
(Stardust) Inn at 32nd and oceanfront is slated to begin demolition of the Stardust and
construction of a 13-story 227-suite Hilton suites hotel. A 72 key Hawthorne Suites, 5503 Coastal
Highway, bay side, adjacent the Maresol Condominium is under construction. 

Preliminary Plans have been made to redevelop 45th Street Village shopping center on the
bayside with a 17-story, 200 suite hotel, 130 condominium apartments and shops. This project has
zoning and overlay approval for the condominiums while the hotel is awaiting final site plan filing.
Approvals are being sought for nearly 300 suites in a 23-story tower complimenting the existing
Clarion Fontainebleau oceanfront hotel at 101st Street.
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Condominium Sales
Condominium sales in 2003 were on par with 2002. The total condominium sales volume in 2003
was excellent—$333 million—but dropped 6.7% from the 2002 level ($357 million). The total
number of units sold decreased by 17.5%, though the average price for all condo types—
$252,000—jumped 13% over the prior year. The number of transactions decreased in all
categories except for bayside. The average oceanfront sales price was $354,000, up 16.6% from
last year, with two-bedroom oceanfront condos selling for just under $350,000 on average (up
14.7% from a year earlier). During 2003, about a dozen oceanfront condominium units sold
between $700,000 and $1.2 million. These statistics highlight the unprecedented trend in real
estate appreciation at the resort, even in light of the Nation’s economic doldrums. On balance,
twelve units in that price range do not signify that Ocean City has a deep, untapped market for the
sale of $1 million condominiums. What it does indicate is that there may be a steady baseline of
demand at that level. Couple this with the lack of available new product and the lack of
development land and it becomes easier to understand the statistics. Owners of older oceanfront
buildings continue to be bombarded by prospective developers in an effort to create “new”
development land through demolition and redevelopment. 

Ocean City had another outstanding year in 2003 in spite of slightly lower retail sales,
hotel/motel/condo rentals, bridge crossings, and fewer rounds of golf played. Construction activity
and large gains in condominium sales indicate that while the local economy may have suffered
somewhat from bad weather, it didn’t drive away an ever larger—and more affluent—pool of
those wanting to buy a place for themselves. Prices for condominiums as well as the assessed
value of real property in Ocean City both saw double-digit gains, in spite of reduced sales
volumes of all property types. The dip in other indicators can be called a “breather” from several
years’ unbridled growth, as well as two extraordinarily bad months of weather. We anticipate that
these slipping indicators will be strong in 2004 as the economy rebounds. It appears that
regardless of trends in other indicators, Ocean City condominiums have sustained their pace of
rapid appreciation. After last year’s strong market, one would have expected price rises to
experience a leveling off, but thus far they show no sign of doing so, thanks to a decrease in
supply, and historically low interest rates. The lodging industry should flourish after absorbing its
2003 supply of new rooms. The market demand for oceanfront projects will continue to increase,
thus increasing the value of potential redevelopment sites. As these sites are more in demand,
larger sites with more substantial existing improvements will come into play and be demolished
for more substantial redevelopment.

In summary, Ocean City has been lightly affected by the recessionary economy of the past three
years. In fact, it is probable that stormy weather had more to do with any decreases than the
effects of a stormy economy. Families vacationing in the market area appear to be doing relatively
well financially and the Ocean City resort businesses are in an excellent position to benefit from
these consumer spenders. The general trend of off- and shoulder-season visitation growth
continues to be buoyed by the convention center, various planned festivals and attractions and
the area’s golfing amenities. The Ocean City market will continue its growth, albeit with cyclical
periods of reduced development, well into the future. 

We’ll see you at the beach!
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