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[Housing First Minnesota]

Twin Cities Homebuilding
Activity Continues to Slow with
Mounting Market Challenges

For the second month

in a row, single-family
construction in the Twin
Cities saw a drop in activity
when compared to the
same month of the previous
year. The slowdown reflects
the growing number of
market and regulatory
challenges that continue

to hinder builders' ability

to bring new homes to

the region. Twin Cities
homebuilders pulled 564
permits for new single-
family homes in September,
a 13% drop from last year.
Multifamily construction
had a strong month with
1152 permitted units, more
than a 100% increase from
September of last year.

"Homebuyer activity is still
high, but it's slowed from
the fervent pace that we

saw this time last year,"
said Todd Polifka, 2021
president of Housing First
Minnesota. “As prices have
gone up due to supply
chain issues, permit delays
and overall regulatory
costs, we're seeing more
homebuyers forced to sit on
the sidelines of the housing
market."

According to data compiled
by the Keystone Report for
Housing First Minnesota,
there were 609 permits
issued for a total of

1,761 units during four
comparable weeks in the
month of September.

"The Twin Cities housing
market has some of the
lowest housing inventory
in the country, with the
greatest need for homes

“Homebuyer activity is still high, but it’s slowed
from the fervent pace that we saw this time last
year. As prices have gone up due to supply chain
issues, permit delays and overall regulatory costs,
we're seeing more homebuyers forced to sit on the
sidelines of the housing market.”

Todd Polifka, president of Housing First Minnesota

_9_

“Unfortunately
builders are currently
unable to supply the
market with those
lower-priced homes..."

David Siegel, executive
director of Housing First
Minnesota

at the lower price points,’
said David Siegel, executive
director of Housing First
Minnesota. "Unfortunately
builders are currently
unable to supply the market
with those lower-priced
homes, and too many
Minnesotans are being shut
out.”

For the month, Woodbury
took the top spot with 55
permits issued. Lakeville,
Rosemount, and Blaine
all came in next with 36
permits. Ramsey rounded
out the top five with 34
permits.

[Minnesota Realtors®]

Twin Cities Home Sales Down From Frenzied

2020 Market but up From 2019

According to new data from
Minneapolis Area REALTORS®
and the Saint Paul Area
Association of REALTORS®,
buyers closed on 16.0% more
homes in the Twin Cities metro
area last month compared to
September 2019. Sales were
down 5.9%, however, from the
heightened pace of September
2020. The trend still indicates

Single-Family
Permits Pulled

413%

Compared to
Sept. 2020

rising demand, and suggests that
much of last year was an outlier
and unsustainable.

Both seller and buyer activity
were down from 2020 but up
from 2019. While the number of
signed purchase agreements fell
14.4% compared to September
2020, the two-year growth from
5,047 purchase contracts in 2019
represents a 10.8% gain. That
amounts to about 5.4% demand
growth per year, a stable and
healthy rate. Buyers remain active
and persistent, though perhaps

a bit more cautious. But because
much of 2020 and 2021 are not
apples-to-apples, year-over-year
comparisons will continue to be
distorted.

“We are still in a period where year-over-year comparisons can be
skewed. We've gone from Mach 3 to Mach 1—still a fast pace,
but agents are seeing fewer multiple offers. Bypassed inspections
and appraisal gap clauses are also less prevalent.”

- Todd Walker, president of the

We are still in a period where Minneapolis Area REALTORS®
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president of Minneapolis Area
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The metro area remains a firm
seller's market with just 1.5
months of supply of inventory.
That's the lowest figure for any
September going back two
decades. Historically, five to six
months of supply is considered

a balanced market that doesn't
favor one side or the other—buyer
or seller.

Lakeville

Woodbury
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than a 100% increase from September of last
year.
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Employment

Minnesota's unemployment rate
dropped to 2.8% in September,
according to the Minnesota
Department of Employment and
Economic Development (DEED).
This is compared to the August
unemployment rate of 3.4%.

The national unemployment rate
also saw a decrease from 5.3% in
August to 4.6% in September.

MN
2.8%

Us
4.6%

September 21

1.7%

September 20

September 21

5.5%

September 20

Unemployment Rate Snapshot

SOURCE: DEED-MN
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Remodeling
Market
Indicies

SOURCE: NAHB
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US Housing Units Authorized

Regional/National
Statistics

Sales of existing homes
increased 7% in September,
according to the National
Association of REALTORS®.

Regionally, sales grew 5.5%
month to month in the
Northeast and 5.1% in the
Midwest. In the South, sales
increased 8.6% over the
previous month, and in the
West sales rose 6.5%.

. g0 71 90
85 84 83 84
77 77
70 72
58
39

HOUSINGFIRSTMN.ORG



Key Indicators

Over the summer, supply chain issues have put major restraints on the new

home market across the nation. As a result, production has slowed and prices

continue to rise. Still, demand remains strong for new homes to enter in the 1,480
market to satisfy the overall lacking inventory of available homes. However, 1,550
some segments of buyers are dropping out of the market faster than others. 1,325

In the past, many of the active buyers in the market were comprised of first- 1,240
time homebuyers who typically vie for smaller homes at a lower price point.
As prices continue to rise, this cohort of buyers is beginning to back out of the 1 gpp 1,050 1,100
market, with August marking the first time since January 2019 that first-time
homebuyers accounted for less than 30% of all buyers, according to the 1,095 900
National Association of REALTORS®. 860
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Mortgage
Rates 160 YEARS OF BUILDING
UP THE MIDWEST.

YOUR HOME CAN BE NEXT.

When it’s time to build your dream home, work with a bank that’s
helped build a thing or two in the Midwest. Our experienced loan
officers will find the right financing options for your project. And

with a steadfast commitment to your community, we’ll never stop
supporting what matters most to you.

30 Year Fixed FHA

2.875%

Get in touch with your local expert.

15 Year
Michael Fannon Randy Hoeschen Stuart Mansk Jason Stoll Jason Swenson
651-554-8719 952-591-2897 651-306-1874  715-377-4132 715-377-3535
Bloomington St. Louis Park Savage Hudson Hudson

NMLS: 524057 NMLS: 524058 NMLS: 553805 NMLS: 524092 NMLS: 523818

2.50%

5 Year ARM

Y

5: AssociatedBank ‘

Loan products are offered by Associated Bank, N.A., and are subject to credit approval and involve interest and other costs. Please ask about
details on fees and terms and conditions of these products. Property insurance and flood insurance, if applicable, will be required on collateral.
All trademarks, service marks and trade names referenced in this material are the property of their respective owners.

Member FDIC. (2/21) P03048
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