METRO HOUSING QOUTLOOK: Minneapolis - Q4 2024

Multifamily Metro Outlook:

Overview: Minneapolis - Q4 2024

* The local job market in the Minneapolis metro is currently in a very precarious state. For the period ending Q4
2024, the local job market contracted by 0.1%, compared to 1.3% growth nationally. After a few quarters of
tepid and slow growth, the job market continues to trend in the wrong direction, as nearly eight employment
sectors contracted during this period.

» Apartment fundamentals, specifically vacancies, continue to remain soft. For the period ending Q4 2024,
vacancies remained at 7%, the same level as the previous quarter. Rent growth, at 0%, also remained at the
same level as the previous quarter.

Market Strengths:

* Minneapolis continues to benefit from the presence of many Fortune 500 headquarters, especially in the
health care sector. Both the education and health services and leisure and hospitality employment sectors
will continue to be a boon for the metro, as they both continue to expand at a rate higher than the national
average. Additionally, this employment sector was one of the few to experience growth during the period
ending Q4 2024, as the sector expanded by 4.4% compared to 3.1% nationally.

* Despite an extended period of slowdown, the financial activities sector is poised for a much-deserved bounce-
back. According to Moody’s Analytics, job gains in this employment sector will be led by gains in the insurance
segment as elevated interest rates are still impacting loan demand and bank hiring.

Market Weaknesses:

* Even though the financial activities employment sector has recently been the beneficiary of good news, it still
has some work to do in the short term to make up for the last two years of slowdown. According to Moody’s
Analytics, financial activities sector jobs account for nearly 8% of total jobs in the metro, and during the period
ending Q4 2024, the sector declined by nearly 1.6% compared to growth of 0.9% nationally.

* Minneapolis’s local job market is in a state of turmoil. The metro had been facing issues with labor and talent
shortages for quite some time. For the period ending Q4 2024, the local job market contracted, as two
economic pillars in the metro, both the financial activities and professional and business services
employment sectors, were among eight of the local employment sectors to contract during this period.

* The local manufacturing sector, which was also one of the eight employment sectors to contract during Q4
2024, is going to continue to experience murkiness as the proposed tariffs on Mexico and Canada will impact
the local steel industry and raise costs.

New Development:

* Development in the metro remains elevated, as nearly 80,000 units have completed since 2017. Furthermore,
there are nearly 8,000 units underway and an additional 40,000 in the planning stages.

Outlook:

* Theapartment market remains in a period of extended softness. Even though vacancies remain unchanged
quarter-over-quarter, they are still elevated historically. However, the amount of supply being delivered to
the metro has slowed and has put the metro in a better position to absorb the existing inventory, leading to a
more balanced and steady apartment market environment.

* Minneapolis’s economy should continue to make slow but steady gains in the foreseeable future. Although
job growth in both the financial activities and professional business services sectors is troubling, the metro
does have a decent demographic profile and a strong presence of high-wage employers. Furthermore,
ongoing labor market struggles have caused the local job economy to contract overall, as most employment
sectors are not experiencing growth during this period.
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Multifamily Apartment Pipeline

Apartments & Condos/Townhomes: Units Completed and Underway
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Source: Dodge Data & Analytics SupplyTrack Pipeline

Multifamily Vacancy & Rent Estimates
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Multifamily Construction: Bidding & Underway
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MultiHousingSubmarketName

Ancka County & 503
Bloomington 3 459
Burnsville/Apple Valley 5 580
Central 5t. Paul z 45
Downtown Minneapelis/University 5 1,025
East 5t Paul 5 388
Eden Prairie/Shakopes/Chaska & B7&
Minnetonka - 576
WNorth Minneapolis 4 563
Plymouth/Maple Grove ] 696
South Minneapolis/Richfield & 735
South 5t. Paul/Eagan 1 244
Uptown/5t. Louis Park 5 B24
West St. Paul - 481
Grand Total 62 8,016

Source: Dodge Data & Analytics SupplyTrack Pipeline
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Multifamily: ESR Team

Multifamily Metro Outlook: Minneapolis Q4 2024

Multifamily Economics and Market Research Team

Francisco Nicco-Annan, Economic and Strategic Research

Sources Used

+ Moody’s Economy.com

+ Moody’s CRE/REIS

« CoStar

+ Real Capital Analytics

+ RealPage

+ Dodge Data and Analytics Real Estate Analyzer
+ CBRE-Econometric Advisors

o Yardi

Opinions, analyses, estimates, forecasts, and other views of Fannie Mae’s Economic and Strategic Research (ESR) Group included in these materials
should not be construed as indicating Fannie Mae’s business prospects or expected results, are based on a number of assumptions, and are subject
to change without notice. How this information affects Fannie Mae will depend on many factors. Although the ESR Group bases its opinions,
analyses, estimates, forecasts, and other views on information it considers reliable, it does not guarantee that the information provided in these
materials is accurate, current, or suitable for any particular purpose. Changes in the assumptions or the information underlying these views could
produce materially different results. The analyses, opinions, estimates, forecasts, and other views published by the ESR Group represent the views
of that group as of the date indicated and do not necessarily represent the views of Fannie Mae or its management.
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