Rent and Operating Trends
Equity markets recently wrapped up their worst first half of a calendar year in more than 50 years as economic turbulence
remains. First quarter GDP was negative, and indicators point toward an additional decline in the second quarter, according
to the widely monitored Atlanta Fed GDP now tracker. A second consecutive negative quarter of GDP growth would put the
economy into a recession based on the widely used definition, however, the current economic situation has one significant
difference from past recessions: the employment market. Job growth has been very strong over the past 24 months as the
economy has recovered from COVID-19. There are some early indicators of companies starting to lay off employees,
especially in the tech sector, however the overall employment market remains very strong. The current unemployment rate of
3.6% is a historic low, matching the pre-pandemic level. Job openings far outpace the number of people looking for jobs, and
even if companies begin slowing down hiring and increasing layoffs, there seems to be a good buffer in the employment
market to absorb the shock. I believe GDP will contract again in the second quarter, and the economy will fall into recession.
However, the structural elements of the economy remain fairly sound, and I anticipate the recession will be shallow and short.
The multifamily industry remains well grounded on a strong fundamental foundation, however operating metrics are
continuing to slow down. Leading indicators including traffic and leasing continue to weaken and occupancy has fallen
modestly. Weekly rent increases continue, however annual deceleration in NER growth has been apparent for months and will
continue into the foreseeable future. With that said, we are still in a housing shortage, and new construction has not been able
to keep up with demand. Projects are taking longer to complete as supply chain bottlenecks persist. Multifamily remains a
strong hedge against inflation and should perform relatively well in the coming economic downturn.

Key Takeaways - Data as of 07/03/2022
Traffic and Leases:

Occupancy and Leased Percentage:

Nationwide, traffic and leases
were both unchanged last
week, and the national
average conversion ratio is
33%.

The national average occupancy
rate is 95.5% while the national
average leased percentage is
96.8%. Strong occupancy and
leased rates will provide a buffer for
overall operating performance if we
continue to see a slowdown in the
multifamily market.

Traffic either fell or remained
unchanged in 20 of the top 30
markets, as fewer prospective
renters are in the market as
we enter the third quarter.
Properties are averaging 2
fewer tours per week
compared to this time last
year.
Leasing remains strongest in
Chicago and the Te as
markets. Chicago properties
signed nearly 4 leases per
week last week, and Austin,
Dallas, Houston and San
Antonio all fall in the top 10
markets for new leases
signed.
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Occupancy and leased percentages
in gateway markets are very strong,
as the return to urban cores and
large markets continues. Secondary
and suburban markets have slightly
higher vacancy, but that is also a
good sign for the market, as I
e pect migration to secondary
markets to continue.

Net Effective Rent:
Nationwide NER increased 30 basis
points last week, continuing its
streak of slow but steady weekly
gains. Rent deceleration continues,
as the year-over-year growth rate
fell to 8.8%
San Jose, Raleigh, and Charleston
were the fastest growing metros
last week, as each metro registered
at least an 80 basis point increase
in NER. These markets also happen
to be some of the best performing
on an annual basis, as NER has
increased more than 19% year-overyear in all three markets.
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