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The U.S. apartment market is on a tear with substantial rent growth, declining vacancy and 

record new construction. According to Moody’s Analytics, asking and effective rents rose by an 

astounding 7.5% and 7.9%, respectively, in Q-3 2021, eclipsing the prior record of 2.3% and 

2.4%, respectively, in the dotcom boom year of 2000. The national vacancy rate in the third 

quarter has also declined to 4.7% from 5.3%. These stats are amazing when considering that 4.7 

million workers have left the workforce since the onset of the pandemic in February 2020. If 

people do not have jobs, then they are not renting apartments?  

 

A year ago, many analysts and pundits were touting the death of the apartment market and even 

the entire CRE industry due to the rent moratoriums, lease defaults, high unemployment, and the 

resultant massive foreclosure of multifamily properties from the covid pandemic. This all turned 

out to be incorrect as I have discussed many times. Many people overlooked that the CRE 

industry is a $15 trillion market in the U.S. and unless there is a spike in interest rates and/or a 

deep recession, the industry is very resilient. As long as interest rates are at zero levels, the 

Federal Reserve is accommodative with quantitative easing of $120 billion per month, even 

though they have threatened to reduce the monthly easing by $15 billion and strong job growth, 

the CRE market will continue to perform exceedingly well.  

 

The construction of new apartments has also been very strong. According to the Mortgage 

Bankers Association as of Q2-2021, apartment completions totaled 336,000 units in 2018, 

343,000 in 2019, 365,000 in 2020 and a whopping 530,000 of starts in August of 2021. The 

August building boom is up a gargantuan 60% from the August 2020 apartment starts. This is an 

incredible move for the apartment market and when rents are rising developers will gladly 

deliver more units. Much of the new apartment construction has been centered in the “high-beta” 

cities like Charlotte with 5.1% of inventory in new construction, Austin with 4.7% and Miami 

with 4.0% of inventory in new construction. The “high-beta” markets include not only the three 

above but Houston, Dallas, Las Vegas, Atlanta, Tucson, Phoenix, Denver, and Tampa. These 

markets have little or no development controls and an abundance of vacant land for apartment 

construction and over periods of time, they go through volatile boom and bust cycles and 

therefore are considered just like high-beta stocks.  
 



There have also been hefty rent increases in some of these Sunbelt growth markets and rent 

decreases in high tax low growth cities. The table below shows the cities with the largest and 

smallest rent increases per apartment listing firm Zumper. 
 

Highest Rent 
Increases 

City 1-BR Annual 
Rent 

YoY % 
Increase 

1. Irving, TX $1,270 25% 
2. Mesa, AZ $1,220 25% 
3. Tampa, FL $1,480 24% 
4. Knoxville, TN $990 24% 
5. Glendale, AZ $1,190 23% 
    

Lowest Rent 
Increases 

City 1-BR Annual 
Rent 

YoY % 
Decrease 

1. Chesapeake, VA $1,000 -19% 
2. Newark, NJ $1,260 -15% 
3. Minneapolis, MN $1,170 -9% 
4. Philadelphia, PA $1,360 -9% 
5.  Milwaukee, WI $950 -9% 

 

There is still some bad news for the national apartment market and that is the rent and occupancy 

collapse in the high tax and high crime urban cities of San Francisco, Chicago, Minneapolis, 

New York, Seattle and Portland. Since 2019 and also per Zumper, one-bedroom rents in San 

Francisco are down 21%, Chicago up 3.4%, Minneapolis down 10.6%, New York up 3%, Seattle 

down 7% and Portland up .6%.  

 
 

 

 


