Multifamily Metro Outlook:
Overview:

Saint Louis – Q1 2021

• The St. Louis economy is not expected to recover all the jobs lost due to the pandemic driven recession until mid-2023 according to
Moody’s Analytics. The manufacturing sector in St. Louis is largely based on automobiles and the sector has been hampered by the
shortage of semi-conductors. Nevertheless, St. Louis has started its recovery led by job growth in construction and healthcare.
• While the overall vacancy rate as of Q1 2021 of 5.25% remains below the historic average and rents grew by +0.8% year over year as of
Q1 2021, downtown and mid-county submarkets continued to see vacancy rates rise and rents decline in Q1 2021. However, the
second half of the year looks more promising as the vaccination rates in St. Louis County are much higher than in other areas of the
state which should spur an acceleration of economic recovery in the metro.

Market Strengths:

• St. Louis is a highly affordable place to live and work. The cost of living is about -6.0% below the national average and the cost of
doing business is about -8% below. The metro has a relatively stable and diverse job base. It is a healthcare, financial and logistics
center. Top employers include BJC Healthcare, Boeing Defense, AT&T and Wells Fargo, as well as Scott Air Force Base. Nine Fortune
500 companies are headquartered here, and the majority are in the healthcare sector.
• These employers can rely on a well-educated population as 36% of the population has at least earned an undergraduate degree.
Washington University, St. Louis University and the University of Missouri at St. Louis produce skilled professionals. As a result, the
metro area has a per capita income of on par with the U.S. average of about $60,000 and above the $51,000 recorded for Missouri.
• While tech employment is -0.8% below the U.S. average, the Cortex Innovation Community is bolstering the nascent tech community
by providing support to about 250 start-ups in sectors like financial technology and bio-tech.

Market Weaknesses:

• While St. Louis has a diverse job base, it lacks a strong economic driver to create jobs and attract population. Also, on par with the
national average, tourism, which is an economic driver here and provides about 11% of jobs, was a headwind in 2020.
• St. Louis faces ongoing challenges. The metro’s population is essentially stagnant and will grow by just +0.1% on average annually
over the next five years. Educated young residents which are part of the prime renting cohort are moving for jobs to areas such as
Dallas, Phoenix and Denver. The pandemic and the ability to telework has accelerated this trend.
• Single family housing is very affordable in St. Louis: the median home price has remained more than -30% below the national average
in recent years. In addition, the metro’s geography puts it in the center of a large amount of inexpensive developable land.
• While the share of jobs in manufacturing has declined greatly, this sector still contains about 8.5% of the job base in line with the
country as a whole. GM’s plant in Wentzville produces both cars and trucks and Boeing’s Space, Defense and Security unit is
headquartered here. While Boeing’s Defense sector has been doing well recently, increasingly, manufacturing is moving to robotics
which does not bode well for job growth in this sector.

Development:

• An estimated 7,800 apartments have been added since the start of 2014 with an additional 3,600 units underway. Sixty percent of
units underway are in the Downtown or Central West End submarkets.
• The Federal Government has continued construction on the $1.7 billion dollar National Geospatial-Intelligence Agency in North St.
Louis during the pandemic which should provide a much-needed shot in the arm for the submarket.

Outlook:

• Prior to the pandemic, St. Louis actually needed more supply to keep pace with projected job growth. The undersupply appears to
have helped the multifamily market during the pandemic. The average vacancy rate has risen but remains below the historic average.
However, the metro is not expected to recover all the jobs it lost until 2023 and new construction is picking up again in urban
submarkets which will keep the multifamily market from tightening meaningfully although the market should remain steady.
• The economy should pick up in the latter part of 2021 as more of the population receives a COVID vaccine. Longer-term, low living
and business costs and a well-educated professional workforce will encourage start-ups once the pandemic contained. However,
weak demographics will continue to be an impediment to economic growth. As a result, St. Louis will continue to trail most major
metro areas.

Five Year Metro Area Growth Forecast
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