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Ways the World has Changed since 2020




e Total Labor Force (nonfarm):

* January 2020: 152M
e April 2020 130M
* Current: 150M

* U.S. Added 500,000 jobs/month in 2021

The Great S
Resignation i 6 BI‘

e Early Retirements

P M %ogenﬁweﬁ:tlnlceﬁ%ve';

e Childcare Costs

The Great American Sabbatical



Inflation — CPI vs. PPI
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Inflation

FREn Qf_j',-r — Consumer Price Index for All Urban Consumers: All tems in 1. 5. City Average

5CINACT

)
'COMMRCIAL

15.0

125

10.0

7.5

5.0

25

Fercent Change from Year Ago

0.0

1965 1970 1975 1950 1985 1990 1995 2000 2005 2010 2015 2020

Shaded areas indicate U_S. recessions. source: U.5. Bureau of Labor Statistics fred stlouisfed_org



Real Estate Inflation / Appreciation

. ‘Iy 2:] - $3,600,000

January 2022 > 56,700,000
R 4

86% increase in 7.5 years



SIOUX FALLS
SOUTH COMMUNITY
NATIONAL DAKOTA BANKS

Deposits




Employment Growth
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Total Building Permits
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New Commercial Construction
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New Commercial Construction

(New vs. Addition/Remodel)

New Construction:

Safety Training Center - $30.6M
Fed Ex Facility - $27.2M

Carlton Apartments - $26.2M
Avera East Clinic - $23.0M

Sioux Steel Parking Ramp - $22.2M

Addition/Remodel:

e WinChill Phase 3 - S24.1M

e Avera Behavioral Health - S21.6M
e Furniture Mart - S17.4M

* Augustana Dorm Remodel - $7.6M
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Regional Comparison

Sioux Falls TN $1,1040252,301 7 | 85,647
Rochester U \J J-S7-'.;M\J’J— $6,369

Rapid City C O M NM$398,582,999 | A L $5,909
Fargo/West Fargo $977,079,342 S5,892

Des Moines/West Des

Moines/Ankeny 52,020,681,548 $5,761

Lincoln $1,209,686,189 54,122



2022
Predictions

Less of the same Strong Year

Residepntial* . Increased

= ‘:‘VUI -family will c' Industrial

all-time high in US Construction

COMMERCIAL

Population
Growth

IMEENEEIES



Land Market

N ) Bradyn Neises
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2021 Unimproved Land Sales

LONG TERM MOSTLY MOSTLY
LAND BANKING RESIDENTIAL COMMERCIAL
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Number of Acres Sold
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NEW
RESIDENTIAL

PERMITS
(Supply v. Demand)
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Infrastructure

v @B@Ildel% »

DIRT WORK CURB & C dVWRM E HIIEIE% A STREET DETENTION
GUTTER PONDS



Improved Land Transactions
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# of Transactions
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Land Pricing

Retail S12.25

Office S8.25
COMMERCIAL

Industrial S2.12 IES.ZS S3.25

Multi-Family $2.00 $8.25 $4.30



Veterans Industrial
Trends
2 Parkway Land Supply

Takeaways



Predictions

Bulk Land

Industrial 7
Retail &
Office 4,

Multi-Family T




Office Market

Alex Soundy



Office Market

o0

NATIONAL SIOUX FALLS DOWNTOWN SUBURBAN PREDICTIONS
MARKET MARKET
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National Office
Market Trends

Northbrook, Illinois

Allstate sells most of its campus for S232M to developer
to repurpose for E-=Commerce Warehouse




National Office
Market Trends
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Alexandria, Virginia

556,000 SF Office = 435-unit multi-family development
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Sioux Falls, South Dakota

Wells Fargo sold one of its call center buildings to Graco

Example for $8.29M in January 2022




Share of office space that is older than 30
years, by city
0% 25 50 15
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Francisco

Older
Office
Properties
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Tenn.

Phoenix
Austin, Texas

Silicon Valley

Source: JLL




National Market Trends
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Overall
Office

Market

Inventory

Vacancy Rate

Net Absorption

Asking Lease Rates

Office Sales

8.5M SF

Overall 9.6%
Class A 3.3%
ClassB/C 12.6% 1™

195,210 SF

Overall $14.00/SF NNN

Class A $16.00 - $24.00/SF NNN
Class B $12.00 - $16.00/SF NNN
Class C: $8.00 - $12.00/SF NNN

50 Transactions

$90.4M



Office Property Sales
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< 601 S8uth’'Minnesota Avetiué

Local Owner-
OCCU led * First Premier Bank = First International Bank & Trust
P « $2,650,000 ($151/SF)

Transactions . October 2021



< 2900'East 26t stredt | A L

* Former Core Orthopedics Building
* 51,950,000 (S85/SF)

Local Owner-
Occupied
Tra nsaCﬁOnS * November 2021
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Submarkets

Downtown

Uptown

East Bank
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2.36M SF

Overall 5.8%

Downtown | )
Oliilel=
M a rkEt Net Absorption 61,424 SF

ERCIAL

Overall $15.50/SF NNN

Class A $20.00 - $S24.00/SF NNN
Class B $14.00 - $16.00/SF NNN
Class C $10.00 - $12.00/SF NNN

Asking Lease Rates




Downtown Vacancy
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6.15M SF

Overall 11.1% 1

Suburban cuar 064
Office
Market 133786 5

Overall $12.50/SF NNN

Class A $16.00 - $20.00/SF NNN
Class B $12.00 - $15.00/SF NNN
Class C $8.00 - $11.00/SF NNN

Asking Lease Rates




Suburban Vacancy
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QO

Vacancy Sioux Falls — 9.6%

%.-.-..:.

5 National — 15.5%

(top 50 markets)




Office Trends & Predictions

Continued : Decisions By
Interest Hybrid Large Office

Workplace

Downtown '< Users

Class A B Repurposed
Suburban Office Building
Office Project Project

Workplace
Amenities
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RECOVERY

+ Decreasing Vacancy Rates

« Low New Construction

+ Moderate Absorption

« Low/Mod Employment Growth
« Meg/Low Rental Rate Growth

Office Real Estate Cycle

AT O~

EXPANSION

« [Decreasing Vacancy Rates

= Mod/High New Construction

« High Absorption

= Mod/High Employment Growth
= Mod/High Rental Rate Growth

BC

C O MM

HYPERSUPPLY

« Increasing Vacancy Rates

= Moderate/High Construction
« Low/MNegative Absorption

= Mod/Low Employment Growth
= Mod/Low Rental Rate Growth

RECESSION

Increaszing Vacancy Rates
Maoderate/Low Construction
Low Absorption

Low/Meq Employment Growth
Low/Meq Rental Rate Growth

RECOVERY

» [Decreasing Vacancy Rates

= Low Mew Construction

» Moderate Absorption

« Low/Mod Employment Growth
= Meg/Low Rental Rate Growth

.

EXPANSION

Decreasing Vacancy Rates
Mod/High New Construction
High Absorption

Mod/High Employment Growth
Mod/High Rental Rate Growth



Retail Market

Rob Kurtenbach
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Areas to Watch

NW Sioux Falls

415 & Ellis Road
85th & |-29
‘3 I Dawley Farm

herapa & Steel District

South Veterans Parkway

2021 New Construction
S$44.34M



Sioux Falls
Retail Market

12.5% Vacancy
(J from 13.3% in 2020)

2021 New Construction $S44.34M

Lake Lorraine Arca
16.1%
$10.00 - 523.00/SF

Mall Area Minnesota Avenue

10.8% : 7.4%
$10.00 - $40.00/SF $7.00 - $28.00/SF

Western Avenue
9.6%
$18.00 - $24.00/SF

Louise Avenue
13.6%
$15.00 - $25.00/SF

Shi



# of Transactions

45
40
35
30
25
20
15

10

Retail Property Sales
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B # of Transactions =E=Sales Volume
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Retail
Market

Year-over-year growth in online sales, 2012-2021
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Source: Digital Commerce 360, U.S. Department of Commerce retail data; January 2022

*Early Digital Commerce 360 estimate
**Total retail figures exclude sales of items not normally purchased online such as spending at restaurants,
bars, automobile dealers, gas stations and fuel dealers



Dynamic Pricing

Continued Labor shortages

TrendS Online grocery sales

& )rive-thru.aemand
Predictions A e

Iy Crea Shipping and Delivery

Increase in Brick N Mortar

Local - National Brands and second
locations
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RECOVERY

+ Decreasing Vacancy Rates

« Low New Construction

+ Moderate Absorption

« Low/Mod Employment Growth
« Meg/Low Rental Rate Growth

EXPANSION

« [Decreasing Vacancy Rates

= Mod/High New Construction

« High Absorption

= Mod/High Employment Growth
= Mod/High Rental Rate Growth

BC

C O MM

Retail Real Estate Cycle

AT O~

HYPERSUPPLY

« Increasing Vacancy Rates

= Moderate/High Construction
« Low/MNegative Absorption

= Mod/Low Employment Growth
= Mod/Low Rental Rate Growth

E R

RECESSION

Increaszing Vacancy Rates
Maoderate/Low Construction
Low Absorption

Low/Meq Employment Growth
Low/Meq Rental Rate Growth

C

A

2021 o

@

RECOVERY

» [Decreasing Vacancy Rates

= Low Mew Construction

» Moderate Absorption

« Low/Mod Employment Growth
= Meg/Low Rental Rate Growth

EXPANSION

Decreasing Vacancy Rates
Mod/High New Construction
High Absorption

Mod/High Employment Growth
Mod/High Rental Rate Growth



Industrial Market

Rob Fagnhan, SIOR
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What's
Changed since
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Robust Supply Chain vs. Supply Chain Disruption




Robust Supply Chain vs. Supply Chain Disruption




Reverse Logistics vs. Just Keep It

REVERSE LOGISTICS SUPRLY CHAIN

INITIATED EI ]- C

E R C I“L
= '.’

END RESALE PRODUCT
CONSUMER RECYCLED

ISTRIBUTION TO
SECONDARY
OUTLETS

-«




Reverse Logistics vs. Just Keep It

ltem UnitPrice Qty  Subtotal  Shipping Adjustment Tax Total
Shipped On Aug 10, 2021 Ship To: Jarmericus Rectangular 6 - Person
| ] 59.1" Long Bar Height Dining Set
with Cushions
W000991442

Sioux Falls, SD 57110-8819

olor/Cushion Color: Grey $699.99 1 $699.99 $0.00 ($699.99) $0.00 $0.00
United States

rey Cushion

ment Item
ltem Unit Price  Qty btotal Shippil Adjustment Tax Total N
: Total: $0.00
Jarmericus Rectangular 6 - Person
59.1" Long Bar Height Dining Set
with Cushions
W000991442
% Frame Color/Cushion Color: Grey $629.99 1 $699.99 $0.00  (5699.99) $0.00 $0.00 -
! ip To
Frame/Grey Cushion
Replacement ltem Sioux Falls, SD 57110-8818
United States
Shipping  Adjustment Tax Total
ul
ht Dining Set
. $679.99 $0.00 $0.00 $45.50 $725.49
Shipped On Jun 23, 2021

Total: $725.49

United States

ltem Unit Price  Qty k I ippi i Total

Payments

| Adi Tax
Jarmericus Rectangular 6 - Person
59.1" Long Bar Height Dining Set Payme! Payi Meth: s Details Amount

with Cushions

W000991442 May 30, 2021 lczr/ego Card - VISA ***4842 | exp. ¢ g Zt:: ?:;ou:or:::‘h:ir;:clctsfuuy transferred, ($745.45)
% Frame Color/Cushion Color: Grey $699.99 1 $699.99 $0.00 ($699.99) $0.00 $0.00 pav il
Frame/Grey Cushion
Replacement ltem Payment Terms
Replaced Invoice Summary
Payment Type: Credit Card
Total: $0.00 Currency: USD Subtotal $2,779.96
Shipping $0.00
Tax Terms
Adjustments ($2,099.97)
Tax Exempt: No
e _ Order Country: United States
Shipped On Jun 15, 2021 Ship To: Order State: South Dakota ek $45.50
I
n Order Total $745.49
Sioux Falls, SD 57110-8819
United States
Payments (6745.49)
Balance $0.00

Invoice summary reflects current payment
and shipment status. Remaining balance
will be charged to your credit card as items.
ship.



Labor Shortages vs. Robotic Manufacturing




Labor Shortages vs. Robotic Manufacturing
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Justin Time vs. Just in Case
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Justin Time vs. Just in Case
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16.7% T COMMERCIAL
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# of Transactions
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Industrial Property Sales




Industrial Property Sales

COMMERCIAL

4021 N. Westport 27174 470 Avenue 1000 E. Walnut
Avenue $72/SE Street

$118/SF $27/SF



Industrial Market

Net Absorption Vacancy Rate Asking Rental Rates
2021 ‘ 2021 | Class A
4,564,523 SF 1.43% $6.75 - $8.00/SF NNN
2020 < =020 ™ Class B
256,789 SF . AN1% C $5.00 - $6.50/SF NNN
2019 2019 Class C

512,178 SF 3.55% $4.75/SF NNN and under



, N New New SF {,

‘v Construction Total $ T
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RECOVERY

+ Decreasing Vacancy Rates

« Low New Construction

+ Moderate Absorption

« Low/Mod Employment Growth
« Meg/Low Rental Rate Growth

Industrial Real Estate Cycle

AT O~

EXPANSION

« [Decreasing Vacancy Rates

= Mod/High New Construction

« High Absorption

= Mod/High Employment Growth
= Mod/High Rental Rate Growth

HYPERSUPPLY

« Increasing Vacancy Rates

= Moderate/High Construction
« Low/MNegative Absorption

= Mod/Low Employment Growth
= Mod/Low Rental Rate Growth

e

C O MM

E R

RECESSION

« Increasing Vacancy Rates

« Moderate/Low Construction
» Low Absorption

« Low/Meg Employment Growth
« Low/Meg Rental Rate Growth

A L

RECOVERY

» [Decreasing Vacancy Rates

= Low Mew Construction

» Moderate Absorption

« Low/Mod Employment Growth
= Meg/Low Rental Rate Growth

@« @« & & &

EXPANSION

Decreasing Vacancy Rates
Mod/High New Construction
High Absorption

Mod/High Employment Growth
Mod/High Rental Rate Growth



Investment Market
Nick Gustafson, CCIM



| Investment Market
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Competing
Asset

Classes

2021 Returns

= Nasdaq:

" S&P-500:
E_Bicen:

" Ethereum:
= Gold:

= QOil:

Bow Jones: 18.7%

21.4%
26.9%
70%
425%
27%
31%



Why Invest in Real Estate

Yield / Cash Flow

LE) ¢
(Cap Rates, IRR, Financia'
Rates of Return, Cash-on- f\dva ntages

Cash, etc.)

Hedge against
Inflation

Diversification




“SAFE”
Investments

Current Yields

* Savings Account:
* Money Market:

*\ 5&Year CD:
¢ 10-Year\UsS Treasury:

Inflation (CPI):

Micfosoft TO-Year Bond:

0.01%
0.5%
0.6%
1.913%
3.3%

7.5%



oney Market Return
on S2M

BI 4.51% $90,200

E 0221 A L 0.51% $10,200




Global Wealth

Global GDP, Gold, $12.1T
$84.8T Commercial Real

Estate, $32.6T
Agricultural Land,
' <
L

Global Value
Real Estate
Jniverse In

Comparison t
Other Assets

Debt Securites,
$123.5T

BElN

C O MME

L Residential real
Equities, $109.2T estate, $258.5T

Source: Savills Research



National

Cap Rates vs.

10-Year
Treasury

Figure 5: Spread Over Risk-Free Rate Narrowing but Still Significant
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Total U.S. Capital Investment Volume
$700

US

Investment |
Real Estate
Sales A
. M E R 1
1l |

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: CBRE Research, Real Capital Analytics, October 2021



US Commercial Property Growth

US Property Price Growth Touches New Highs

20%
15%
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-10%
o RCA CPPI National All-Property Index
Year-over-year change, data to October 2021
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2020 In

Review

February 2020 Predictions
e Sellers sensed a peakin 2020

* Prompting profit taking
exchanging on asset

COMMERCIA

What Actually Happened

e STrillions from stimulus and
dollar creation

* Excess capital supercharged
investment sales - I Prices &
J Yield

* Not all asset classes were
winners

* Competitive markets

* Excess liquidity & jolted
supply chains = Inflation

* Fed is poised to raise rates for
first time since 2018.



Sioux Falls Multi-Family Construction



Cumulative Units Total (2012-2021)

3500

3000 — 2 647 250
2500 —

2039
2000 — 1,642
1500 1,369

1000 —
292 231 269 441 363 392 457 N

2012 2013 2014 2015 2016 201? 2018 2019 2020 2021

3,024

"~ Duplex M Town House M Single Family | Multiple Family

Source: City of Sioux Falls, Planning




Multi-Family Vacancy Rate

T

16.00%

14.00%

12.00%

10.00%

8.00% -

6.00%

4.00%

2.00%

0.00%

«=$=Sjoux Falls ==U.S.

Source: South Dakota Multi-Family Association



Rental Growth

Conventional
MF Average

Jan-2021  Jul-2021 Jan-2022

OMERCIA

H 2 & 3 Bedrooms
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East Pointe Apartments

* 4601 E. 39 Street
* 54,400,000

» $91,667/unit

* 48 Units

* Built in 1994

* 6.0% Cap Rate




* 4400 E. 69t" Street
« 531,750,000

» $143,665/unit

© 221 Units

* Built in 2020

* 5.0% Cap Rate

Whisper Ridge Apartments




Garden Villas

601 W. 815t Street
$9,500,000
$121,795/unit

/8 Units

Built in 2016
5.01% Cap Rate



Tally Ho Apartments

300 - 308 S. Lowell
Avenue

$3,276,000
54.2,000/unit

/8 Units

Built in 1965
Sub-4.0% Cap Rate

(60% Occupied, Value Add)



605 W. Chippewa
rcle

:'a A o 23,000,000
fi 04,545/uni
20 Units
» Built in 1988
* 5.66% Cap Rate

=y

Creekstone Falls Apartments




* 3511 S. Gateway
Boulevard

* 54,200,000

* S87,500/unit

* 48 Units

* Built in 1997

* 6.25% Cap Rate

Gateway Apartments




* 7800 S. Townsley
Avenue

* 525,000,000

e §177,304/unit
* 141 Units

*> Built in 2006

* 4.8% Cap Rate

West Pointe Apartments




Avera Dermatology Building

e 6701 S. Minnesota
Avenue

* 56,300,000

« $287/SF
21,292 SF

* 5.24% Cap Rate




Minnesota Avenue Building

* 4900 S. Minnesota
Avenue

* 1,700,000

© $100.72/SF

* 16,878 SF

* 7.41% Cap Rate




Nordica Build

e 2101 East 39th
Street North

* $9,000,000

© S42.35/SF

* 212,500 SF

* 6.23% Cap Rate




| T 5 * 1001 E. 14t Street
ﬁFERGUS(s'R,;"; ' Bi M .. * 22,582,000
57.38/SF
4,998 SF
» 7.54% Cap Rate

Ferguson Building




Western Mall

2101 W. 415t Street
S47,000,000
$122.20/SF
384,621 SF

» 7.3% Cap Rate




Walmart Strip Center

e 5615 E. Arrowhead
Parkway

51,256,450

- ‘ © $123.78/SF
* 10,151 SF
*9.67% Cap Rate




Kum & Go

* 4721 E. 26t Street
* 51,000,000
© $416.67/SF

400 SF

01% Cap Rate




Investment Sales

Investment .
Sales Multi-
: ami f Retail Industrial
Transaction
Volume
15%=16.5% . : 5.25% — 9.0% 6.0% - 7.5%

Report Card ap Rates
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2022 Predictions

O

No Tax Changes Massive Volatility

e Mid-term elections dnvMorgwt moreynopey § A | Investment real estate

e Long term disposition and into transactions to market will likely benefit as a
acquisitions in 2022 compensate for rising costs of safe harbor asset class.

capital.
e Little change in Cap Rates




Multi-Family Real Estate Cycle

e

C O MMER A L

@

v

RECOVERY

+ Decreasing Vacancy Rates

« Low New Construction

+ Moderate Absorption

« Low/Mod Employment Growth
« Meg/Low Rental Rate Growth

EXPANSION

« [Decreasing Vacancy Rates

= Mod/High New Construction

« High Absorption

= Mod/High Employment Growth
= Mod/High Rental Rate Growth

HYPERSUPPLY

« Increasing Vacancy Rates

= Moderate/High Construction
« Low/MNegative Absorption

= Mod/Low Employment Growth
= Mod/Low Rental Rate Growth

RECESSION

Increaszing Vacancy Rates
Maoderate/Low Construction
Low Absorption

Low/Meq Employment Growth
Low/Meq Rental Rate Growth

RECOVERY

» [Decreasing Vacancy Rates

= Low Mew Construction

» Moderate Absorption

« Low/Mod Employment Growth
= Meg/Low Rental Rate Growth

EXPANSION

Decreasing Vacancy Rates
Mod/High New Construction
High Absorption

Mod/High Employment Growth
Mod/High Rental Rate Growth
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