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Multifamily properties registered record-

setting performances in 2021, with rents 

posting double-digit annual increases, 

absorption spiking, and the national 

vacancy rate dipping back below 5 

percent, after briefly trending higher at 

the outset of the COVID-19 outbreak.  

The robust property performance 

recorded in 2021 leads many property 

investors, developers, and even renters to 

wonder what comes next. 

As 2022 begins, the apartment market 

is in a supply-demand imbalance that 

favors operators. Labor shortages and 

bottlenecks in the supply chain resulted 

in a slower pace of deliveries in 2021. 

At the same time, renter demand for 

apartments spiked as the economy 

reopened and employers added back 

nearly 6.5 million workers. 

In addition to healthy performance at 

the national level, several large, Sunbelt 

metro areas recorded their strongest 

property metrics on record. In dozens of 

markets, vacancy rates tightened by more 

than 100 basis points in the second half 

of the year, often approaching or dipping 

below  all-time lows. Some of the 

strongest rent increases and most rapid 

rates of absorption were recorded in  

high-growth markets in Texas, Florida, 

and Arizona in 2021.  

After rapid gains in 
2021, what’s next?

In dozens of markets, vacancy 
rates tightened by more than 100 basis 
points in the second half of the year. 

INTRODUCTION
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The dynamic improvements in property 

performance fueled the investment 

market in 2021. Sales volume totals 

not only greatly outpaced levels from 

2020—which were artificially low 

after activity stalled in the second and 

third quarters of the year in response 

to COVID—but in most markets, 

transaction activity was up 30 percent 

or more from very robust years leading 

up to 2020.  

In addition to a spike in the number of 

properties that are changing hands, 

there has been a surge in total dollar 

volume. Several of the top markets 

for investment volume in 2021 posted 

increases of 100 percent or more from 

average levels recorded from 2018-

2020. The greatest increases in activity 

in 2021 occurred in deals exceeding 

$100 million, as institutional investors 

aggressively sought to allocate capital 

into the multifamily sector.  

Cap rates compressed to all-time lows 

in many markets, with a competitive 

investment climate pushing prices 

higher, and acquisitions being 

underwritten with the expectation 

of rapid rent increases being 

implemented as leases turn over.  

In this special report, we will identify a 

handful of key trends that will drive the 

multifamily market in 2022. The outlook 

for the sector is consistently positive, 

although we are not forecasting a 

repeat of the tremendous improvement 

recorded in 2021. Further, some of the 

regions that may have lagged in 2021 

could be among the market leaders in 

the coming year.

The robust property 
performance recorded in 2021 leads 
many…to wonder what comes next.
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Full employment recovery 
anticipated in 2022

THE 
ECONOMY
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The outlook for the year ahead is for a 

steadier period of economic growth. 

Initial readings show approximately 6.5 

million jobs were added in the economy 

in 2021, following net losses of nearly 9.5 

million positions in 2020. This means that 

the economy has not fully rebounded from 

the cuts associated with the COVID-19 

outbreak, even after 20 months of recovery 

that has driven the national unemployment 

rate back below 4 percent. 

In the coming quarters, additional 

improvement is likely in labor markets 

throughout the country. Employment growth 

in 2022 is forecast to total approximately 

4 million jobs, which would represent an 

increase of about 2.7 percent and would 

return the national employment total above 

the pre-pandemic peak. 

There is some uncertainty surrounding the 

outlook; the Delta and Omicron variants 

proved in the second half of 2021 that 

COVID can continue to disrupt economic 

growth, at least in the short term. While 

another outbreak or an unexpected event 

could potentially drag on growth, the 

greatest likelihood is for a year of healthy 

gains throughout the national labor market. 

The U.S. economy has undergone significant volatility during the past two years, with 

sharp declines recorded in the spring and summer of 2020, followed by a rapid rebound 

at the end of 2020 and throughout 2021. While the national multifamily market posted 

mostly stable performance in 2020—aided in large part by a flurry of stimulus measures—

the aggressive pace of rehiring and the subsequent release of pent-up demand in 2021 

fueled robust property performance in the past year.
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SELECTED STATES

Additionally, not all markets will recover at the 

same pace. While employment in some of the 

highest-growth markets in the country, such as 

Phoenix, Dallas-Fort Worth, and Atlanta have 

essentially recovered all of the jobs that were 

initially cut in 2020, other regions have not 

recovered nearly as fast. 

The clearest example of this trend is California, 

where employment levels ended 2021 still down 

more than 4 percent—or more than 700,000 

jobs—from the early-2020 peak. A nearly 

identical percentage loss has been recorded in 

Nevada, although the outlook in Las Vegas is 

forecast to continue to strengthen, particularly as 

convention and leisure travel regain momentum.

This sets the stage for some unusual employment 

patterns in the year ahead. The regions of the 

country that have been slower to rebound will 

likely record some of the stronger gains in 2022, 

while markets where employment has come 

back more quickly will likely not post much of 

an outperformance. Regions that have been in 

slow-growth conditions over the longer term may 

record healthy increases, but these will likely be 

a one-time recovery rather than a transition into a 

new phase of expansion.
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Employment growth 
in 2022 is forecast to total 
approximately 4 million jobs.



The multifamily market benefited 

from a unique combination of 

forces in 2021. Renter demand for 

units strengthened as the economy 

reopened and employers brought 

back millions of workers who had 

been sidelined in the previous year. 

A shift to work-from-home prompted 

some residents of densely populated 

urban areas to seek housing in less 

expensive suburbs. Employers in 

some of the country’s most expensive 

markets found their employees had 

relocated out of the home market 

entirely, with uncertain plans to return.

On the supply side, construction 

of new apartment units could not 

keep pace with demand in 2021. 

In some markets, this was an impact 

of a slowdown in the permitting 

and entitlement process from 2020, 

when local governments were not 

responding as quickly as they had 

in the pre-COVID periods. Indeed, 

multifamily permitting fell 10 percent 

in 2020, following three consecutive 

years of gains.

Additionally, the construction industry 

was hampered by significant 

shortages: there were not enough 

building materials, appliances, and 

finishes for the units that were under 

way, combined with a shortfall of 

laborers to do the work.

On the supply 
side, construction of 
new apartment units 
could not keep pace 
with demand in 2021.

SUPPLY & 
DEMAND

Approaching 
equilibrium in 2022
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The result was a surge in renter demand for apartments at the same time as there 

was a slowing pace of deliveries. In 2021, absorption totaled approximately 

500,000 units, outpacing the delivery of new apartments by more than 30 

percent.  This trend held true even in markets where construction has been quite 

active, including Dallas-Fort Worth, Phoenix, and Denver. Absorption in these 

markets outpaced deliveries by an average of 27 percent in 2021.

This year, absorption should only slightly outpace deliveries, and vacancy is 

expected to tighten by another 30 basis points to 4.1 percent. This would mark 

a six-year low in national vacancy, while the rate has not been below the 4 

percent threshold in nearly 20 years.

In 2021, absorption totaled 
more than 500,000 units, 
outpacing the delivery of new 
apartments by nearly 30%.

*Year End Forecast
Sources: Northmarq, Census Bureau, CoStar, Reis

*Year End Forecast
Sources: Northmarq, CoStar, Reis
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With an increasing number of renters 

pursuing a smaller pool of available 

units, rents skyrocketed in 2021. The 

national pace of rent growth topped 

10 percent, with several markets  

posting gains ranging from 15 percent 

to 25 percent. 

The rising cost of housing was not 

limited simply to rentals. For-sale home 

prices continued to soar to new heights, 

making transitioning from renting to 

owning increasingly difficult and  

giving rental operators added  

pricing power. 

The latest Standard & Poor’s Case-

Shiller national price index reported an 

18.4 percent annual increase in home 

prices in the nation’s 20 largest housing 

markets, while the National Association 

of Realtors reported that home prices 

posted double-digit annual increases 

in more than 75 percent of the housing 

markets in the country. 

Looking ahead to 2022, demand for all 

forms of housing is forecast to remain 

healthy, fueled by a labor market that 

is forecast to continue to add jobs. The 

pace of deliveries of apartment units 

is forecast to accelerate by about 15 

percent in 2022, bringing supply and 

demand more closely into equilibrium.  

The national pace of rent 
growth topped 10%, with 
several markets posting gains 
ranging from 15% to 25%.

RENT 
TRENDS

Strong gains likely,  
but not a repeat of 2021
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ASKING RENTS 
FORECAST
asking rents

annual change

Rent growth is likely to come in closer 

to 5 percent to 8 percent for the 

year—still quite strong in any historical 

context—but lagging the double-digit 

gains recorded throughout much of 

the country in 2021. 

The greatest degree of uncertainty 

concerning the 2022 outlook on 

rents is in markets where rental rates 

posted the largest increases during 

the past year. These markets were 

some of the clear winners as the 

economic recovery took shape. They 

were among the first to fully reopen, 

employers continued to bring new 

jobs, and local populations expanded 

at above-average rates. 

Many of these markets begin 2022 

with vacancy rates that are 150 basis 

points to 300 basis points below 

their respective long-term averages. 

Demand is likely to remain elevated, 

and operators will maintain the 

upper hand in setting rental terms. 

This sets the stage for another year of 

rapid rent increases, but continued 

spikes could ultimately bring the 

threat of pricing renters out of the 

market or attracting the attention of 

local governments concerned about 

declining affordability.

The pace of deliveries of 
apartment units is forecast to 
accelerate by about 15% in 2022.
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SINGLE-FAMILY 
BUILD-TO-RENT

Several factors are prompting the 

development of SF BTR. A primary 

influence is the changing mix of 

renters; today's renters are generally 

older and more affluent than in the 

past. These renter households crave 

the privacy and the added space 

that single-family housing offers but 

may not be able to accumulate the 

down-payment required in a rising 

and increasingly competitive for-sale 

housing market. 

Single-family homes built specifically 

as rental communities fill this void. 

Developers have ramped up activity 

levels in recent years and will likely 

complete approximately 60,000 

single-family homes as rental units in 

2022, up more than 40 percent from 

levels recorded as recently as 2017.

After the SF BTR product first gained 

widespread popularity in the Phoenix 

market, development of new units is 

being concentrated in the high-growth 

markets in the southern U.S. In 2021, 

approximately 60 percent of the starts 

occurred in the South region, up from 

about 45 percent of the national total 

a few years ago. 

Demand for all forms of housing has been on the rise in recent years, a 

trend that is expected to continue in 2022. One segment of the market that 

is attracting significant attention is single-family build-to-rent (SF BTR), as a 

series of economic and demographic shifts increase the attractiveness of an 

alternative to traditional apartments. 

Changing  
renter demographics 

fueling growth
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Sources: Northmarq, U.S. Census Bureau
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The rapid acceleration 
of investment in the SF BTR 
space is expected to continue 
into 2022 and beyond.

In addition to Phoenix, where an additional 

10,000 units are slated to be delivered in the next 

few years, markets in Texas and North Carolina 

have the greatest number of projects that are 

currently under way. Markets throughout Florida 

and Georgia will gain traction with projects 

breaking ground throughout the year, although the 

bulk of the deliveries in these states will likely occur 

beginning in 2023. 

The pace of investment in SF BTR communities 

has been on the rise. Dollar volume more than 

doubled from 2019 to 2020, before nearly 

doubling again in 2021. Dozens of projects 

totaling more than $1.5 billion sold in 2021. 

The rapid acceleration of investment in the SF BTR 

space is expected to continue into 2022 and 

beyond. Not only is the product type attractive 

to renters and investors, but the projects that are 

being delivered are coming online in some of 

the highest-demand regions in the country. Renter 

demand has topped initial expectations as new 

communitites lease-up quickly. Several institutions 

are attempting to allocate funds in the single-

family rental space, either through developing new 

projects or acquiring newly constructed properties.

6% 

NORTHEAST

60% 

SOUTH

23% 

WEST

11% 

MIDWEST



INVESTMENT
MARKET

Spike in rents 
fuels acquisitions

Multifamily has been a preferred asset class for the past 

several years, and competition to acquire properties 

intensified in 2021. Investment volume rose approximately 

70 percent from 2020 levels and was up more than 40 

percent from previous peaks. The strength of the multifamily 

market, coupled with the uncertainty surrounding other 

commercial property types, is attracting investment capital.

The significant rise in rents and continued cap rate 

compression fueled a spike in per-unit prices. The median 

price in transactions rose more than 25 percent in 2021, 

topping $255,000 per unit. This followed an 18 percent 

increase in 2020.

Cap rates across the country have compressed as rising 

rents have allowed for more aggressive underwriting. 

Cap rates in 2021 fell by 50 basis points to 100 basis 

points across most markets, averaging about 4 percent  

for the full year. 

The median price in 
transactions rose more 
than 25% in 2021, topping 
$255,000 per unit.
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Sources: Northmarq, CoStar, Real Capital Analytics

The degree of cap rate compression 

accelerated as 2021 progressed. Rent 

increases became most pronounced 

in the second half of the year, and this 

correlated to rapid drops in cap rates 

across most markets. Nearly half of the 

transactions that sold in December, for 

example, closed with cap rates of 3.5 

percent or lower.

The momentum in the investment market 

at the end of last year is forecast to carry 

over into 2022. Competition is expected 

to remain elevated for properties where 

value-add strategies can be implemented. 

With renter demand for units elevated, 

new construction projects are leasing up 

quickly, and several of these newer assets 

are expected to be sold in 2022. 

price per unit
cap rate

INVESTMENT 
TRENDS 2021
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Both 
Fannie 
Mae 

Lenders are expected to remain active in 

the multifamily space in 2022. The property 

sector’s robust performance record is driving 

lenders to aggressively originate multifamily 

loans, a trend that shows no signs of slowing 

down heading into the new year. While 

final totals for 2021 are not yet available, 

multifamily originations hit an all-time high in 

the third quarter of last year. The significant 

investment spike recorded at the end of 2021 

suggests fourth quarter originations volume 

likely topped the third quarter figure. 

Against this backdrop, further gains are 

likely in 2022. Increases in volume will 

likely start with the GSEs. Both Fannie Mae 

and Freddie Mac will each have caps of 

$78 billion in 2022, representing increases 

of more than 10 percent from 2021 caps. 

The agencies will continue to place an 

emphasis on housing affordability.  Half 

of the GSE’s production volumes for 2022 

must be “mission driven,” either serving 

low- and middle-income earners or for 

green improvements. Transactions with an 

affordability component will get the best 

pricing from the agencies in 2022. 

In 2021, volume in bridge loans spiked. 

Value-add acquisitions were increasingly 

popular in a period of rapid rent growth, 

and bridge lenders stepped in to provide 

financing for investors implementing value-

add strategies. With expectations for 

continued rent increases in 2022—albeit 

at more modest paces than have been 

recorded in recent quarters—bridge lenders 

will likely remain active in the year ahead. 

With many of the largest bridge lenders 

expected to step up activity levels in this 

space in 2022, bridge lending terms—

including both leverage and rate—are 

expected to improve in the coming year. 

FINANCING 
CLIMATE

Increased loan volume
likely in 2022

13 2022 
NATIONAL MULTIFAMILY OUTLOOK

    JANUARY 2022 Northmarq



On the equity side, several large 

institutional investors announced plans 

to move tens of billions of dollars into 

single-family rentals during 2021. This 

highlights the demand for this product 

type in the market, but it remains to 

be seen if there are enough viable 

projects to meet the capital demand 

in the market. Some of the flood of 

capital into the space will likely be 

allocated to acquisitions, while still 

keeping an eye out for developments 

of new projects.  

With most economic indicators 

signaling continued strength, the 

cost of capital is one of the few 

uncertainties in the capital markets 

heading into 2022. After a decade 

of consistently low interest rates, the 

expectation is for a handful of Federal 

Reserve rate hikes, particularly in the 

second half of the year.  

While interest rate increases—or the 

threat of them—could conceivably 

slow some of the momentum in the 

lending markets, they are not expected 

to completely disrupt financing activity. 

Any initial rises in interest rates are 

expected to be offset by spread 

compression and new sources of 

capital entering the market. These 

forces will likely keep all-in rates similar 

to current levels. Both acquisitions and 

refinance activity are expected to be 

quite strong in the year ahead. 

 Value-add acquisitions were increasingly 
popular in a period of rapid rent growth, and 
bridge lenders stepped in to provide financing 
for investors implementing value-add strategies.
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Conditions are forecast to remain favorable 

in the multifamily market in 2022, building 

on the significant strengthening recorded 

last year. Demand for units should be fueled 

by additional recovery in the labor market, 

particularly in some of the country’s dense 

urban areas where post-COVID reopening 

measures took a while longer to take hold.

The pace of new development is likely 

to accelerate, but most major markets 

are expected to remain undersupplied 

throughout 2022, keeping vacancy rates 

near cyclical lows. These tight conditions will 

allow room for additional rent increases, 

but the pace of gains should trail the spikes 

recorded in the second half of 2021.

While the outlook is favorable, there are 

some potential threats in the economy that 

could spill over to the apartment market. 

The first is inflation. At present, rising prices 

have done little to slow economic growth. 

Consumers and businesses are absorbing 

higher prices, and wages are on the rise. 

Rents are just one item in the basket of 

goods where prices are trending higher. 

If the supply chain normalizes and the 

pace of inflation returns closer to long-term 

levels around 3 percent, there should be 

continued expansion in the economy. 

A healthy year likely, 
but a few threats present

LOOKING 
AHEAD
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The pace of new development is 
likely to accelerate, but most major 
markets are expected to remain 
undersupplied throughout 2022, keeping 
vacancy rates near cyclical lows. 

If inflationary pressures prove to be more 

persistent than expected, however, the 

Federal Reserve may raise rates earlier 

and faster than is currently forecast. Most 

surveys call for two or three rate increases in 

2022, and expectations are for GDP growth 

approaching 4 percent. The growth forecast 

may prove optimistic; the U.S. has not recorded 

consecutive years of GDP growth at 4 percent 

or higher since 1997-2000.

Any unexpected rise in interest rates, 

particularly if it is accompanied by slowing 

economic growth, could impact the multifamily 

investment market. Cap rates have compressed 

to extremely low levels, and a rise in borrowing 

costs could result in a short-term drop in the 

number of transactions that close if buyers and 

sellers need to adjust pricing expectations. 

Another potential trend that could create 

some flux in the rental markets would be a 

transition from suburban submarkets back 

to urban population centers. In many cases, 

housing demand shifted from the urban core 

to suburban submarkets in 2020 and 2021, 

at the same time as the pace of deliveries 

was cooling. This was an unexpected reversal 

of trend after a preference for close-in live/

work/play communities in earlier years. 

At some point, renters may want to return 

to amenity-rich locations closer to work, 

particularly if employers become more insistent 

that employees return to the office. 

While there are a few potential challenges on 

the horizon, it is hard to overstate the current 

health of the multifamily market. Vacancy rates 

are extremely low, renters are actively leasing 

apartments, and operators are implementing 

healthy rent increases. The economy is mostly 

stable, and the outlook calls for continued 

growth. The capital markets are active, with 

both debt and equity sources attracted to the 

multifamily sector. The greatest likelihood for 

2022 is another year of healthy gains in the 

national rental market. 
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