HOUSTON, TEXAS

AS HOUSTON ECONOMY RECOVERS, APARTMENT DEVELOPERS ADD HOUSING

The recent multifamily construction wave peaked
in 2020 as Creater Houston apartment operators
coped with the effects of the pandemic by raising
concessions to attract renters. Builders brought
nearly 23,300 units online in the last four quarters,
reaching a cycle high. While development was
spread throughout the metro, a significant share
came online in the Katy/Cinco Ranch/Waterside
submarket with 3,800 units. The additions facil-
itated leasing activity in the area, where rental
demand remained positive all year. Even with rent
higher than the metro average, the submarket
remained attractive to renters as development
along Interstate 10 and the Grand Parkway created
employment opportunities and community ame-
nities. Sustained inventory growth is expected in
the submarket this year, with more than 2,000 units
scheduled to come online. Apartment absorption
in the sulbmarket is projected to remain positive,
though trail inventory growth over the next four
quarters. The submarket trend should mirror the
metrowide forecast, as positive annual leasing activ-
ity is expected to trail the nearly 16,700 additions in
2021. Contributing to the slowdown in absorption is
the predicted slower recovery of blue-collar jobs this
year. Conversely, employment in most white-collar
industries is anticipated to exceed pre-pandemic
levels by the end of 2021. These positions will sup-
port demand for Class A, amenity-rich apartments
in Greater Houston. Positive movement in the work-
force is expected to carry over to 2022 as apartment
demand surpasses inventory growth. As a result,
apartment fundaments are projected to improve,
as occupancy is forecast to reach 87.8% by year-end
2022 and monthly effective rent reaches $1,065.
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2021 MARKET AT A GLANCE

OCCUPANCY RATE

Down 70 bps YOY

EFFECTIVE RENT

Down 1.7% YOY

RENT SHARE OF WALLET

Down 70 bps YOY

BERKADIA

MARKET TRENDS

EFFECTIVE RENT AND OCCUPANCY
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HOUSTON, TEXAS BERKADIA

EMPLOYMENT TRENDS
EMPLOYMENT CHANGE EMPLOYMENT
200,000 2019 YOY CHANGE 2020* YOY CHANGE 2021
-5.9% 4. 1%
UNEMPLOYMENT RATE
100,000 2019 YOY CHANGE 2020 YOY CHANGE 2021
480 BPS -140 BPS
POPULATION
0 2019 YOY CHANGE 2020 YOY CHANGE 2021
1.5% 1.5%
HOUSEHOLDS
-100,000 2019 YOY CHANGE 2020 YOY CHANGE 2021
1.6% 1.8%
MEDIAN HOUSEHOLD INCOME
-200,000 2019 YOY CHANGE 2020 YOY CHANGE 2021
M6 17 M8 19 20° 21 22 -0.5% 2.T%
SALES TRENDS
PRICE PER UNIT 7% $150,000
2019 YOY CHANGE 2020*
8.2% 6% . $110,000
CAP RATE 5% $70,000
2019 YOY CHANGE 2020
4% $30,000
-10 BPS 16 "7 "8 19 20"
B Price Per Unit Cap Rate
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