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Spring 2021 Student Housing Update

For the student housing sector, there finally appears to be a light at the end of the tunnel. The year 2020 was largely a
year to be forgotten for the sector due to the ongoing difficulties as a result of the global pandemic. Mass vaccinations
across the country have helped get the virus under control, and most colleges and universities around the country are
planning for in-person learning for the upcoming fall semester. According to The Chronicle of Higher Education, as of
June 14,2021, 506 schools have made vaccinations mandatory for students for the fall 2021 school year.

Even though the fall 2020 school year was not as disastrous as many student housing investors and developers
anticipated, they are eager for a return to the pre-COVID days. Early trends on student housing fundamentals for spring
2021 will likely please student housing property owners as rent growth, occupancies, and pre-lease numbers continue
to improve. The wild card for upcoming demand in the student housing sector is that there is a bit of pent-up demand
as enrollments were down in the fall 2020 semester, and many universities have made it easier to apply to schools as
test scores have been waived.
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Vaccinations and the Return to Normalcy *Last updated on June 14, 2021

For the student housing sector, they could not have come soon enough. Since COVID’s widespread arrival beginning in
March 2020, which also coincided with spring break at many colleges and universities nationwide, student life was
severely altered. Many colleges and universities around the country have pivoted to distance/remote learning for the
third consecutive semester (as of spring 2021). However, fall 2021 appears to be the first (full) semester in which
schools can anticipate students being back on campus full-time.

According to The Chronicle of Higher Education, 506 colleges have announced that all students (and in some instances
employees) will be required to receive full inoculation from COVID-19 in order to return to campus for the upcoming fall
2021 semester. The Chronicle of Higher Education has been tracking college announcements regarding vaccinations
since March 25, 2021, and as vaccination rates rise nationwide due to increased vaccine availability, more schools are
announcing plans for the upcoming semester. Inoculating the student population should help prevent outbreaks from
happening at both schools and in the local communities. We believe it will also lead to more students returning to both
on-campus and off-campus housing as it will be easier to justify the costs of room and board coupled with in-person
learning resuming.
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Student Housing Fundamentals Improving with Inoculations

Off-campus student housing was in a much better position to handle the complications resulting from the pandemic,
and it was not required to shut down when colleges closed campuses and pivoted to distance learning. Even though
off-campus student housing fundamentals were not performing at their pre-pandemic levels, they fared much better
than their on-campus counterparts, likely in part due to providing some semblance of the social aspect that is usually
provided by attending college. As vaccinations have become more widespread, early trends of off-campus student
housing fundamentals for the upcoming fall 2021 semester appear optimistic.

Occupancy levels were substantially impacted during the fall 2020 semester. Student housing data from RealPage,
Inc., shows that occupancy levels were approximately 86.6 percent during the fall 2020 semester. This is a 4.5
percentage point year-over-year decline compared with fall 2019, when occupancy rates were at an estimated 91.1
percent.". However, early pre-lease data as of April 2021 shows that pre-lease occupancies have increased by over 10
percentage points - the biggest month-to-month increase in over three years.

As more schools announce their intentions to fully reopen for the fall 2021 semester, pre-lease activity has also
increased. As of January 2021, pre-lease activity was up 5.4 percent month over month. Pre-lease activity has steadily
increased each month (which also coincided with increased vaccine distribution and availability) and, as of April 2021,
pre-lease activity was up 9.6 percent compared to 4.7 percent in April 2020. As pre-lease activity increases, positive
rent growth has returned. During March 2021, rent growth contracted by 0.2 percent. However, during the month of
April 2021, rent growth increased by 0.4 percent. We expect off-campus student housing fundamentals to keep
improving as the vaccine rollout continues and more schools announce full campus reopenings for the upcoming fall
2021 semester.

Off-Campus Student Housing Occupancies Since Fall 2018
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New Supply Minimally Impacted

In a typical year, new deliveries are at the forefront of the student housing sector. Each new school year allows for a
holistic view of how many new beds are delivered and where they are located. However, the arrival of COVID brought
many fears that supply would slow for a myriad of reasons, including supply chain disruptions, labor shortages,
enhanced safety/social distancing measures, and non-essential business designations. Fortunately, none of those
factors were as damaging as was initially feared. For the fall 2021 school year, there will be approximately 42,000 new
beds delivered across the country. According to data from RealPage and an analysis from Walker and Dunlop’s 2020
Annual Review, much of the new supply for the fall 2021 school year will be delivered to the nation’s southern schools.

Approximately 23,000 beds will be delivered to schools located in the southeast and southwest regions of the country.
The top two schools expecting the most amount of new supply are the University of Texas at Austin and Georgia State
University, with 2,173 and 2,066 beds, respectively. Of the top five schools expecting the most amount of new supply,
the only school not located in a southern region is the University of Illinois - Champaign, which is expecting
approximately 1,730 beds for the upcoming school year.

New Supply at Select Universities for Fall 2021 School Year
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Short-Term Fix For a Long-Term Issue

The elephant in the room for the student housing industry has been declining enrollments across the board over the
past several years. According to the National Student Clearinghouse, as of fall 2020, undergraduate enrollment had
declined by 4.4 percent year over year. The pandemic had a huge impact on freshmen enrollment as enrollment
contracted by 13 percent during the same period. The timing of the pandemic’s arrival also impacted the college
enrollment season, as many students were just finding out the status of their fall 2020 applications. Even before the
arrival of the pandemic, college enrollments had been in decline for the last several years. The most significant reason is
that the current generation of students, Generation Z, is much smaller compared to the previous generation of students
(in particular, Millennials, who remain the nation’s largest age cohort).

Even though enrollments took a massive hit during the pandemic, as it was harder to justify the price of higher
education at a time in which most schools were conducting remote learning, schools pivoted to a short-term fix that
could potentially have long-term ramifications.

According to The Wall Street Journal, several schools, including many Ivy League and other more-selective schools,
decided to waive standardized testing scores. As a result, almost all of these schools saw a dramatic increase in
applications. While it is unknown whether the increased number of applicants will result in a higher number of
acceptances, it is clear the waiving of standardized testing had a positive impact on the number of applicants. If schools
decide to continue waiving test requirements post-COVID, it may help solve the declining enrollment issue. A higher
number of accepted students is also a boon for off-campus student housing, as more students will increase overall
demand, prompting developers to deliver higher amounts of supply.

First Year Applications at Select Schools 2020-2021
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The 2020-21 school year was one in which the student housing sector learned to adapt. Every participant in the student
housing sector - schools, students, developers - were forced to adapt during a year that was severely disrupted by the
pandemic. Adapting had its ripple effects, as fundamentals such as occupancies, rent growth, pre-leases, and even
enrollments all saw significant declines in the latter half of 2020. However, it appears those declines were likely short-
term, as fundamentals have meaningfully improved and returned to pre-COVID levels as of spring 2021. Much of the
improvement in the student housing space can be attributed to the advent of a vaccine and subsequent widespread
inoculations. Off-campus housing has fared much better than its on-campus cohort, but each sector should feel
optimistic about a return to normalcy later this fall. Notably, the pandemic may have potentially eased the industry’s
concern regarding declining enrollments. If schools accept more students as a result of increased applications due to
waiving standardized testing scores, off-campus student housing could benefit substantially post-COVID, as it is
generally easier and faster for developers to deliver off-campus supply than on-campus supply.



Multifamily Economic and Market Commentary

Francisco Nicco-Annan

Multifamily Economics and Research - Economist - Lead Associate

June 14,2021

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.



