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Executive Summary

The multifamily real estate market in 2025 is poised for continued evolution,
shaped by economic trends, demographic shifts, and investor demand for
stability. With interest rates stabilizing, rental demand increasing, and affordability
pressures limiting homeownership, multifamily assets remain a cornerstone for
wealth preservation and growth. This report explores key market drivers, growth
opportunities, and CF Capital’s strategic approach to navigating this dynamic
landscape.

Macro-Economic Trends Imﬁqcting Multifamily
Interest Rates & Capital Markets

The Federal Reserve’'s monetary policy remains a key factor in multifamily
investment. After aggressive rate hikes in 2023-2024, we anticipate a plateau
in 2025, providing more stability for debt markets. This stabilization will ease
pressure on cap rates and create attractive refinancing opportunities for well-
positioned assets.

Investor sentiment is improving in response to a more predictable rate
environment. Capital flows are beginning to return to commercial real estate,
particularly multifamily, as clarity improves around borrowing costs. Debt
spreads are narrowing, giving well-positioned sponsors access to more favorable
financing terms.

Inflation & Market Stability

Inflation remains above historical norms, yet multifamily assets continue to
serve as a hedge due to lease renewals allowing for rent adjustments. Investors
seeking stability willincreasingly favor cash-flowing properties in strong demand
markets.

Persistent inflation has shifted investor preferences toward real assets.
Multifamily’s resilience stems from its ability to reprice rents annually or even
more frequently, preserving purchasing power in inflationary periods. Moreover,
moderate wage growth supports ongoing rental rate increases, providing a
buffer against rising operational costs.

Demographic & Migration Trends

Sunbelt markets continue to benefit from population inflows, while high-cost
coastal cities experience stagnation. Secondary and tertiary markets are seeing
increased rental demand due to cost-conscious migration patterns. Young
professionals and retirees alike are seeking affordability, fueling demand in
states like Texas, Florida, Tennessee, and the Carolinas.

Millennials and Gen Z, who now make up a maijority of renters, are increasingly
opting for cities offering affordability, quality of life, and remote work flexibility.
Simultaneously, retirees are relocating to lower-cost, tax-friendly states—often
near healthcare infrastructure and warm climates—further boosting multifamily
absorption in these regions.
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Housing Affordability & Rental Demand

Homeownership remains out of reach for many due to high mortgage rates and supply constraints.
As a result, demand for rental housing is at an all-time high, with occupancy rates staying strong
in well-positioned markets. Class B and value-add assets are expected to outperform due to their
relative affordability compared to new Class A developments.

With median home prices remaining elevated, particularly in desirable metro areas, renting has
become a necessity for many middle-income households. The affordability gap between monthly
mortgage payments and average rents continues to widen, enhancing the appeal of professionally
managed, well-located rental communities.

Markets with job growth, wage expansion, and population increases will continue to lead. CF Capital
is focusing on:

« Indianapolis, IN — Strong rent growth with a balanced supply-demand equation.

« Nashville, TN — Continued in-migration and corporate expansions.

« Louisville, KY — Economic diversification driving multifamily absorption.

« Columbus, OH - High-quality job market with robust rental demand.

These markets benefit from institutional interest, low entry costs relative to coastal peers, and
business-friendly local governments. In particular, Indianapolis and Columbus are attracting
logistics, healthcare, and tech employers, which provide economic stability.

Cap rates are expected to stabilize as interest rate volatility subsides. We anticipate:
« Core markets remaining in the 4.5%—-5.5% range.

« Secondary markets offering more attractive yields between 5.5%-6.5%.

« Value-add opportunities presenting the strongest risk-adjusted returns.

Cap rate decompression seen during the interest rate spikes of 2023-2024 is likely to slow or
reverse in late 2025 as the bid-ask spread narrows. Buyers and sellers are gradually re-aligning
expectations, resulting in increased transaction volume.

While Class A urban properties may face slight concessions due to new supply, Class B and
workforce housing will maintain high occupancy rates. Rent growth in high-demand submarkets is
projected between 3%—4% annually.

Multifamily landlords are also leveraging technology-driven property management to reduce

operational overhead and maximize NOL Innovations in virtual leasing, dynamic pricing, and
preventive maintenance contribute to sustained profitability even amid macro uncertainty.
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CF Capital focuses on value-add multifamily assets in positive-growth, landlord-friendly markets.
Our acquisitions are driven by:

« Demographic trends favoring rental demand

« Supply constraints limiting new development

« Economic diversification ensuring sustainable job growth

We leverage proprietary data models to identify target markets based on rent-to-income ratios,
construction pipeline saturation, and household formation trends. Our “boots on the ground”
approach provides a local edge often missed by institutional players.

« Conservative underwriting with realistic rent growth assumptions
« Stress testing interest rates and exit cap rate scenarios
« Hands-on asset management to maximize operational efficiency

Risk management remains central to our investment philosophy. We build in multiple margin-
of-safety levers, including fixed-rate financing where possible, layered expense cushions, and
proactive contingency planning for lease-up periods or renovation delays.

Environmental and regulatory risks are also closely monitored. CF conducts comprehensive due
diligence on zoning changes, climate exposure, and local legislative trends to avoid surprises
post-acquisition.

Case Study: Value Creation in Action

Island Club Apartments — Indianapolis, IN
« Acquired in 2024 with 91% occupancy

+ Rentincreases averaging 9% post-renovation
« Projected IRR: 22% with a 2.Ix equity multiple

Renovation scope included kitchen upgrades, amenity enhancement, and green building
retrofits—improving both tenant satisfaction and long-term asset value. Leasing velocity
exceeded projections by 15% due to strong local demand and refreshed curb appeal.

Actionable Investor Insights for 2025 & Beyond

1.Diversify Your Portfolio with High-Yield Multifamily
Investors should focus on stabilized, cash-flowing assets with value-add potential. Markets with
strong job growth and affordability advantages offer the best opportunities.

Consider spreading exposure across multiple geographies and asset classes to mitigate localized
risks.
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2.Take Advantage of Capital Markets Normalization
As interest rates stabilize, strategic refinancing and capital deployment into income-producing
assets will yield attractive risk-adjusted returns.

Bridge-to-perm debt structures and supplemental financing can help enhance leverage
profiles while preserving flexibility.

3.Partner with Experienced Operators

The right management and execution can drive returns beyond market averages. CF Capital’s
hands-on approach ensures investors benefit from both immediate cash flow and long-term
appreciation.

Operational excellence, local expertise, and a proven track record matter more than ever in an
increasingly complex market environment.

Join the CF Capital Investor Club
Gain access to exclusive, private opportunities before they go public.

Schedule a Strategy Call
Speak with our team to understand how multifamily real estate can strengthen your portfolio
and help you achieve your objectives.

Download Additional Resources
Receive in-depth market reports, case studies, and exclusive webinars on multifamily
investment strategies.

The multifamily real estate market remains one of the strongest investment vehicles for wealth
preservation and growth in 2025. With the right strategies, market selection, and execution,
investors can capitalize on this evolving landscape. CF Capital is committed to providing best-

in-class opportunities to our investors. Let’s navigate the future together.

In an era of economic uncertainty, multifamily investing offers clarity, durability, and compelling
returns. CF Capital’s disciplined strategy and forward-thinking risk management provide a
stable foundation for long-term wealth creation.
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