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MARKET INSIGHTS

Most 2026 deliveries

landed in first quarter

HIGHLIGHTS

¢ A recovery driven by shrinking new supply appears to be taking shape at a pivotal
moment as San Antonio’s multifamily market works through one of its most challenging
operating environments in over a decade.

¢ Vacancy reached a recent high in the first quarter. The rate jumped 160 basis points
during the last three months to 13.4%, reflecting the cumulative impact of elevated
deliveries and uneven demand.

e Asking rents declined to $1,091 per month and reached the lowest level since 2021.
Rents declined across all asset classes. North Central was the only submarket to record
annual growth.

o Multifamily investment sales continued at a measured pace in the first quarter, with
distressed sales activity increasing. Cap rates widened to an average of 6.0%, reflecting
shifting fundamentals and higher risk pricing.

SAN ANTONIO MULTIFAMILY MARKET OVERVIEW

San Antonio’s multifamily market is navigating a period of acute stress, with vacancy and
rent metrics reflecting the cumulative impact of years of elevated deliveries against a
demand environment that has struggled to keep pace. Vacancy surged 160 basis points
during the first quarter and 220 basis points year over year. First-quarter negative
absorption of 1,700 units was the primary driver, though trailing 12-month absorption
remained positive at 745 units, underscoring how subdued demand has been in recent
periods. Rent pressure has been broad-based, as asking rents declined for the fourth
consecutive quarter to a five-year low, with declines across all asset classes. The North
Central submarket stood apart, recording both annual vacancy improvement and rent

growth, and serving as a pocket of resilience in an otherwise challenged market.

The multifamily investment market in San Antonio reflects the challenges of the current
operating environment. Distressed and foreclosure activity increased during the quarter as
property income fell short of lender thresholds, introducing forced sales that added to
transaction volume. The first quarter median sale price was $132,600 per unit across 12
reported transactions. A notable undercurrent in sales data is a shift toward newer-vintage
assets, as a large share of San Antonio apartment stock was acquired and repositioned
over the past five years. Cap rates widened to an average of 6.0% in the first quarter, up
50 basis points from the 5.5% average recorded in 2024, reflecting weaker fundamentals

and higher investor risk pricing.
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EMPLOYMENT

e The San Antonio job market is decelerating after nearly five years of
healthy growth. During the past 12 months, total employment
expanded by just 3,600 positions, reflecting a 0.3% increase.

o The trade, transportation, and utilities sector remained a primary
driver of growth, adding 4,600 jobs and increasing 2.2% year over
year. Still, government payrolls declined by 3,300 positions,
offsetting much of that growth.

o The recent UTSA-UT Health merger includes 40,000 students,
16,000 employees, six campuses, a $2.2 billion budget and more
than $6 billion in direct annual economic impact. It will also offer the
nation’s first dual MD/MS degree in artificial infelligence.

¢ FORECAST: San Anfonio employment has lagged state and
national averages, but the long-term outlook remains supported by
cybersecurity investment, healthcare expansion, and the ongoing
integration of UTSA and UT Health. Employment is forecast to
increase 0.7% in 2026.

The number of units under
construction is shrinking.

DEVELOPMENT TRENDS
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Year over year, employment

expanded by 3,600 jobs.

EMPLOYMENT OVERVIEW
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DEVELOPMENT & PERMITTING

o Multifamily projects are beginning to clear the construction pipeline.
Nearly 1,900 units were delivered in the first quarter, accounting for
the large majority of projects scheduled for completion in 2026.
Only about 800 additional units are scheduled to deliver this year.

o The number of units under construction is also shrinking, with
approximately 5,500 units currently underway across San Antonio.
South Central and Far West remain the most active submarkets, with
roughly 900 and 620 units under construction, respectively.

o The pace of multifamily permitting continues to slow, with permits
issued for just 300 units during the first quarter. Full-year permitting
is projected to total approximately 1,200 units, which would mark

the lowest annual total in more than a decade.

e FORECAST: As development activity cools, approximately 2,600
units are scheduled to deliver in 2026, a 63% decline from 2025
and the slowest pace of new multifamily supply in San Antonio
since 2011.
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VACANCY

The FOI, Norfhwesf SmeOfkef e The vacancy rate in San Antonio rose 160 basis points during the first

quarter to 13.4%, reaching a recent high. Vacancy is up 220 basis

posfed \/OCOﬂcy Impfovemeﬂfs points from the same period last year.

VACANCY TRENDS
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o The Far Northwest submarket continued to post vacancy
improvements, with the vacancy rate improving 240 basis points
year over year to 9.0%. The North Central submarket also improved,

13.4% with vacancy declining 180 basis points to 10.6%.

¢ Weak absorption alongside elevated new supply has contributed to
rising vacancy. San Antonio posted negative absorption of 1,700
units during the first quarter. Over the trailing 12 months, net

absorption was positive at 745 units.

o FORECAST: A slowing pace of new construction supports potential
improvement in vacancy, but absorption remains volatile and the key
variable to watch. By year-end 2026, vacancy is forecast to
compress slightly to 13.0%.
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o Asking rents declined for the fourth consecutive quarter, falling 1.3% The Nori,h CeﬂffCI/ SmeCH'kef

from the prior quarter to $1,091 per month, reaching the lowest

level in the last five years. Year over year, rents are down 5.9%.

recorded annual rent gains.

o Rents declined across all asset classes. In the top tier, stabilized

Class A rents fell to $1,231 per month, down 6.5% annually. In the

RENTS TRENDS

Class B and Class C segments, rents declined to $1,112 and $1,118

per month, respectively, representing annual decreases of 6.4% o100 wm=Per Month  ——Annual Change .
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MULTIFAMILY SALES

o Multifamily sales continued in the first quarter, with 12 reported
transactions closing at a median sale price of $132,600 per unit,
up 5% from last year. Foreclosure and distress sales have increased
in recent periods as property revenues have fallen below pro
forma expectations.

e Among properties sold year-to-date, the average year built was
1996, compared to 1988 for properties sold last year. Over the
past five years, 43% of the San Antonio inventory has changed
hands, and roughly half of these acquisitions were repositioned

after purchase.

¢ Cap rates on closed deals averaged 6.0% in the first quarter of
2026. This marks an increase of roughly 50 basis points from the
average recorded in 2024, when San Antonio multifamily

fundamentals were stronger.

LOOKING AHEAD

The path toward stabilization in San Antonio runs through the supply
side of the equation. Deliveries are forecast to total just 2,600 units
for the full year, a 63% decline from 2025 and the slowest pace of
new multifamily supply the market has completed since 2011. With
only 800 units scheduled to deliver over the remainder of 2026,
near-term pressure from new completions is diminishing. Permitting
activity has also stepped down sharply, with full-year 2026 estimates
pointing to the lowest annual total in over a decade. This contraction
in the pipeline, including both proposed projects and those
underway, establishes a structural foundation for recovery, though
the pace of improvement will be determined largely by demand.
Absorption has been variable in recent periods, leaving demand a
key driver of near-term performance.

The year-to-date median sale

price is $132 600 per unit.

INVESTMENT TRENDS
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The investment outlook for San Antonio hinges on how quickly the
distressed sale cycle runs its course. Forced sales intfroduced by
income shortfalls have repriced risk in the market, with cap rates now
averaging 6.0% and likely to rise until vacancy begins a sustained
decline and rent trends stabilize. For patient capital, this repricing
creates an entry point not widely available in this market in the prior
cycle. The market has a deep base of value-add buyers, many of
whom repositioned assets acquired during the past five years and
may become more active as distressed opportunities increase. As
fewer aged properties remain in the available inventory, the shift
toward newer-vintage assets observed in the first quarter may
continue. As new supply contracts, San Antonio’s investment market
should gradually rebalance toward a more stable transaction

environment.
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EMPLOYMENT FORECAST VACANCY FORECAST
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FOR MORE INFORMATION, PLEASE CONTACT

MOSES SILLER BRYAN LEONARD

Managing Director, Investment Sales Managing Director, Debt & Equity
210.281.8155 210.734.1844
msiller@northmarg.com bleonard@northmarg.com

BRYAN VANCURA ANTHONY LYSSY

Senior Vice President, Investment Sales Vice President - Producer, Debt & Equity
210.729.9624 210.698.7995
bvancura@northmarg.com alyssy@northmarg.com

PETE O’NEIL, National Director, Research | 602.508.2212 | poneil@northmarg.com
JOHN TAGG, Research Manager | 972.455.4916 | jtagg@northmarg.com

KEVIN LIMA, Research Analyst | 480.977.6980 | klima@northmarg.com

ABOUT NORTHMARQ

Northmargq is one of the largest privately held commercial real estate firms in the United States, combining a nationwide presence
with deep local expertise. With more than 50 offices across the country, we provide a full suite of debt, equity, investment sales, loan
servicing and fund management solutions for a comprehensive range of property types. Our unique structure allows us to connect
clients with the best opportunities, yet be nimble enough to ensure access to every expert across our company. The firm manages a
loan servicing portfolio of over $80 billion and has completed $91.3 billion in transactions over the past four years. At Northmarg,

collaboration fuels results, helping clients achieve success in every market, nationwide. For more information, visit www.northmarg.com.

The information contained herein has been obtained from sources deemed reliable. While every reasonable effort has been
made to ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged
to consult their professional advisors prior to acting on any of the material contained in this report. ©2026. All rights reserved.
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