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Fall 2023 Off-Campus Student HousingUpdate

Last year, beginning fall 2022, was the first full year for the student housing sector without any lingering restrictions
from the pandemic that had negatively impacted the sector in 2020 and 2021. As a result, the sector’s fundamentals

improved significantly. Now that the fall 2023 school year has started, that strength in demand has remained firmly in
place,with fundamentals remaining stable.

Still, there are challenges facing student housing. Elevated interest rates and higher levels of inflation have contributed
to making both financing and construction costlier than before. Perhaps more importantly, the sector is also facing
ongoing enrollment constraints that could worsen as the cost of college tuition increases, and the pool of potential
students continuesto decrease due to aless-populous generation of college-age students.

Student Housing New Supply Deliveries by Beds 2014-2025*
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A New Standard for New Supply Source: RealPage Inc.

*Indicates supply underway as of October 22, 2023
The amount of new off-campus student housing being added to the existing inventory has remained below 2016 levels,
as seen in the chart above. For the third consecutive school year, new supply has been under 40,000 new beds
delivered. For the semester ending fall 2023, there were approximately 36,000 new beds delivered. Furthermore, both
fall 2024 and fall 2025 are expected to have approximately 35,000 and 18,000 new beds delivered, respectively.

Indeed, the off-campus student housing sector had been oversupplied for quite some time. Between 2013 and 2016,
there were approximately 241,000 beds delivered, and since then the number of beds delivered annually has been
steadily decreasing. Many off-campus student housing developers realized that declining college and university
enrollments were resulting in a softening of demand and, therefore, began curtailing the number of new development
projects a few years ago. Additionally, due to a combination of overall higher building material prices, higher wages,
and ongoing construction labor constraints, many student housing developers have been narrowing their pipelines to
focus on moretimely projects that will deliverin the nearterm.

Furthermore, because interest rates have been elevated over the past several months, financing has become both
more stringent and more expensive than previous years, keeping new supply in check. As a result, we expect that the

new baseline for student housing supply will be closer to the levels of fall 2022 and fall 2023’s expected supply, rather
thantheamountdelivered between 2014 and 2018.
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Fundamentals Still Performing Above Historical Averages

Forthe lasttwo schoolyears beginningin the fall semester,studenthousing performancein terms of pre-leasingand
occupancy rate metrics has continued to improve. The newestschoolyear,fall 2023, has seen these metrics still above
historical averages, but slightly below thefall 2022 schoolyear’s record-breaking performance.

Accordingto student housing data from RealPage, Inc., pre-leasing for the fall 2023 schoolyear as of August 2023 was
approximately 94%, a slight decline from fall2022’s pre-leasing rate of approximately 95.1%, which was the highest
amountonrecord at the time. Interestingly, pre-leasing metrics for fall 2023 are also outperformingmetrics that were
achieved duringfall 2019, which was pre-pandemic.

Occupancy rates also slipped slightly this school year. As of September2023,the occupancy rate for off-campus beds
tracked by RealPage was approximately 95%, comparedto 96.5% in September2022. There still appearsto beample
demand for off-campus student housing properties; however, we believe that some of thisdemandis beginning to stabilize
and will startto slow overthe next few years. Thisis due to amyriad of factors,including the college studentage
population size getting smaller,a slowdown in property transactionactivity,and therising cost of higher education, both
in terms of tuition and school loanfinancing costs.

Additionally,due to the above-average rates of occupancy and pre-leasing occurring earlierin the schoolyear, effective
rent growth is atits highest level on record. Forthe period ending fall2023, rent growth at offcampus student housing
properties tracked by RealPage Inc.ended theyear at 9.3%. The levelof rentsis nearly doublethe amount of rent growth
achieved duringlast year’s then-record high amount of4.8% in fall 2022. However, it is unsustainable for rent levels to stay
attheseelevated levels. Therefore, for the foreseeable future, we expect rent growth will stabilize at a slightly lower lewel
even astheamountofsupply continues to moderate.
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Enrollment Better but Still Contracting

Accordingto the National Student ClearinghouseResearch Center, as of spring 2023, total undergraduate enrollment
declined by 0.5%. Although the number remains negative, this is the smallest rate of contractionin quite some time
and animprovement comparedto spring 2022, when undergraduate enrollments declined by 3.1%. While thisis a
much smaller decrease thanin years past, itis uncertain whetherthisis the beginning of anewtrend orifit is a short -
term anomaly.

Currently,economicuncertainty - not only domestically but globally - is more pronounced thanin years prior. In the
past,growing shares of students enrolledin higher education to broaden their future employment prospects, but that
assumption might notbevalid going forward. Even with the smaller declinein annual enrollments, there are still some
factors working against a potentially larger applicantpool,including rising tuition costs, fewer high school graduates
decidingto attend college,and most especially, the less populousGen-Z aged cohort compared to the sizeable
Millennial one.

Undergraduate Enrollment Changes Spring Semesters 2020-2023
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Supply Leaders Then and Now

Since the off-campus student housing developmentcycle took of in the early 2010s, there has been some
consistency among certain universities regarding new annual supply. When developmentbegan to increase,
most of the schools receiving this new annualsupply were located in the South, specifically Texas and Florida.
The main reasons beingthat it was much cheaper and there were fewer roadblocks to constructing new
developmentsin those states.From 2010to 2019,amongthe top 15 recipients of new annual supply, sixof the
universities were in either Florida or Texas and 12 ofthe 15 schools were located elsewherein the southern

region ofthe U.S.

However,in the 2020s, the usual suspects regarding annual supply are much different fromthe previous cycle.
Since many of the southern universities, specifically the schools located in Florida and Texas, have since
becomeoversupplied,developers have shifted course and started to construct elsewhere. In fact, the only
schoolsthat were part of the previouscycle and remain in this current development cycle are the University of
Texas-Austin and the University of Florida. With annualsupply continuingto moderate each new schoolyear, it
will beinteresting to see which schools end the current cycle as the supply leaders. For now, The Georgia
Institute of Technology (Georgia Tech)is the top schoolin annual supply.

2010s Development Cycle Leaders 2020s Development Cycle Leaders
University Rank University Rank
Texas A&M 1 Georgia Tech 1
Florida State 2 Washington 2
UT- Austin 3 Indiana 3
Texas State 4 Maryland 4
Baylor 5 Florida 5
Illinois 6 Nevada - Reno 6
Florida 7 UT - Austin 7
Alabama 8 Central Florida 8
South Carolina 9 Wisconsin - Madison 9
Minnesota 10 Georgia 10
Mississippi State 11 Northern Arizona 11
Arizona State 12 Clemson 12
lowa 13 Penn State 13
Arkansas 14 Virginia Tech 14
Tennessee 15 Florida International 15

Source: RealPage Inc.

Moderation is Good for Fundamental Performance

Even with the continued improved performance of student housing fundamentals, there are still
headwinds facing the sector. With a declining college studentage populationexpected in the near term,
coupled with higher education costs,adeclinein new supply will likely helpstabilize the sector over the
longterm.In theinterim,however, we expect the student housing sectorto remain stable,as moderating
supply will continueto help keep demand fundamentals in place. We also expect the current lending
environment,with elevated financing and project costs, to keep the sector frombecoming oversupplied,
helpingkeep demand and supplyin balance overthe short term.
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Opinions,analyses, estimates, forecasts,and other views of Fannie Mae’s Economicand
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 anumberof
assumptions,and are subject to change withoutnotice. How this information affects Fannie
Mae will depend on many factors. Althoughthe ESR Group bases its opinions,analyses,
estimates, forecasts,and other views on informationit considers reliable, it does not
guarantee that theinformation provided in these materialsis accurate, current,or suitable
forany particular purpose.Changesin the assumptions or the informationunderlying these
views could produce materially differentresults. The analyses, opinions, estimates,
forecasts,and other views published bythe ESR Group represent the views of that group as
ofthe dateindicated and do not necessarily representthe views of Fannie Mae or its
management.
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