
THE CONTI REPORT
A Real Estate Industry Overview

2020 Year End

© CONTI Organization



1www.contiorg.com

The CONTI Report
2020 Year End

Letter from the CEO

CONTI Update

Acquisitions Insights

Global Economic Perspective

U.S. Economic Perspective

U.S. Apartment Market and Drivers

Texas Economic Perspective

CONTI Active Markets

Conclusion

2

3

5

7

9

12

14

16

20

Contents



2www.contiorg.com

The CONTI Report
2020 Year End

It has been nearly a year 
since the world we knew 
changed completely. For 
the past 10 months, we 
have watched as the 
economy has shrunk 
and before fighting to 
regain its strength with 
everything it had. We 

have known people who have struggled and watched 
as favorite businesses were forced to close. We have 
adapted and pivoted in our work and our daily lives. And 
while the year 2020 did not turn out as any of us had 
initially hoped, with all of its challenges also came new 
opportunities.

When the shutdown began in early 2020, it’s very likely 
that no one believed the crisis would continue to persist as 
long as it has. Ever hopeful for a return to normalcy, states 
and local government have taken every opportunity to 
stage re-openings as stabilization markers were reached. 
Though some of these efforts were successful, or at least 
not detrimental, others saw another spike in cases which 
subsequently inspired rollbacks of those efforts. At times, 
it could feel very “two steps forward, one step back,” 
which I’m sure we all agree can be discouraging at times. 
With every passing month, we cannot believe we are still 
here, and the prospect of the pandemic’s end remains 
just as uncertain as when this all began.

But in spite of this uncertainty, we are not without hope. In 
fact, we have every reason to be confident and optimistic 
of the future. In recent weeks, multiple pharmaceutical 
companies have shared news of their successful vaccine 
trials. Some have even received approval to begin 
distribution. Wide availability of the vaccine still won’t be 
achieved for several months, as first line workers and 
those most vulnerable receive the first available doses. 
And we acknowledge that a vaccine alone won’t bring the 
pandemic to an end. However, this is one of the most 
important factors to full recovery; a sort of “one leap 
forward.” 

A LETTER FROM THE CEO

We also have reason to be hopeful simply because 
of where we are. Not only is the United States such a 
country willing to provide aid to its citizens, but the 
American spirit is one of the most powerful forces in the 
world. Americans, and Texans especially, are industrious 
and hardworking, willing to keep fighting so long as there 
is hope. And though we have already fought longer than 
anticipated and will undoubtedly need to fight longer than 
we can guess right now, I’m certain that we will all agree it 
was worth it when we make it to the other side. 

This pandemic forced us to rethink everything, from 
our personal priorities to our business strategy. As a 
company, we evaluated new technology that would allow 
our teams to continue to operate efficiently and effectively. 
We looked for the white space in our industry, as our 
usual opportunities had temporarily shrunk, launching 
new offerings and divisions. And we worked to step up 
where we felt we could make a difference and help not 
only locally, but internationally as well. I’m extremely 
proud of the innovative thinking and hard work our team 
has displayed throughout the past year, and it makes 
extremely optimistic of the work we will continue to do in 
the year ahead.

I am also very grateful for our investors’ continued faith 
and support. And though the year ahead of us is filled 
with as much uncertainty as the year behind us, we will 
continue to do our best work in a way that truly embodies 
the CONTI spirit on behalf of everyone whose lives we 
touch. 

Like I always say: “in moments of uncertainty, our behavior 
and commitment to our values will never be.” We are here 
for you and we will overcome this situation stronger than 
before. 

All my very best,

Carlos Vaz
Co-Founder & CEO, CONTI Organization
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CONTI UPDATE

First and foremost, we hope everyone is healthy and well 
as we enter the new year. Looking back, 2020 brought 
us several challenges, but it also brought the potential 
for just as many opportunities. When the COVID-19 
pandemic began sweeping the globe, our team pivoted 
and quickly adapted to the new environment. Throughout 
the year, in the face of uncertainty, we took strategic steps 
to continue to provide stability and assurance to all of our 
stakeholders alike.

In the early days of the pandemic, CONTI took precautions 
to limit the spread of the virus. We closed our corporate 
offices and closed our property leasing offices to the 
public. As the state of Texas began reopening, corporate 
team members were given the opportunity to work out 
of the office on a staggered basis while exercising social 
distancing and following CDC recommended precautions 
to maintain a safe and healthy work environment, and 
we kept our corporate occupancy below capacity as 
a precaution. Additionally, team members are also 
continuing to work efficiently from our home offices to 
ensure everyone remains safe. Our property Operations 
Teams also followed necessary guidelines as we 
began allowing access into the Leasing Centers, taking 
appointments with tenants to meet with agents in-person 
before eventually reopening completely with social 
distancing measures in place. 

In terms of economic recovery, Texas currently leads 
the nation in number of jobs recovered (as of August 
2020 data). The state continually ranks as one of the 
best business climates in the country, taking the #2 on 
Forbes Best States for Businesses list and winning Chief 
Executive Magazine’s title of Best State for Business 
for the 16th consecutive year. A standout feature of the 

state is the industrious spirit exemplified by the residents 
and businesses throughout the state. Despite a recent 
surge in virus cases across the U.S., Texas included, 
we continue to see positive economic changes. The 
Texas A&M Real Estate Center recently reported that 
initial unemployment claims in Texas are at their lowest 
levels since the pandemic started. New claims fell to 
approximately 30,500 for the week ending November 7, 
2020, compared to the pre-COVID average of 17,000. 

CONTI is fighting with similar spirit through the current 
landscape. As we continue to manage through the 
pandemic, we are encouraged by the trends we have 
been seeing, even with the slowed reopening efforts. 
Our portfolio is well-positioned to weather this current 
situation and we will overcome it together. Additionally, 
our acquisitions team is seeing an increase in buying 
and BOV activity, and Texas’ strong market fundamentals 
have only solidified our belief that this is the place to be. 
CONTI has been able to successfully capitalize on this 
positive momentum, defying the odds and cultivating 
strategic growth throughout the pandemic. 

While we are grateful that we have been fortunate as 
a company to be able to adapt quickly and mitigate the 
threat to our operations, we are not blind to the hardships 
experienced by so many in the communities around 
us. Our mission has always been to benefit the lives of 
everyone we touch, but this past year illustrated how 
important our efforts to help truly are. Following the spring 
school closures, many children were left without school-
provided lunches. Seeing this need, an organization we 
have partnered with over the past couple years, Equal 
Heart stepped in. The Dallas area non-profit organization, 

https://www.moneygeek.com/coronavirus/states-most-jobs-lost-coronavirus/
https://www.moneygeek.com/coronavirus/states-most-jobs-lost-coronavirus/
https://www.equalheart.org
https://www.equalheart.org
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dedicated to alleviating hunger, organized baskets to 
feed the impacted children at many Bachman Lake area 
properties. Children received two meals per day, three 
days a week over the remainder of the school term. This 
totaled more than 24,000 meals in a month, and was all 
made possible by CONTI team contributions. 

Education is also a cause near and dear to our hearts. In 
an effort to ensure that children have access to education, 
CONTI recently partnered with the Brazilian non-profit 
organization Instituto Ayrton Senna, which aims to 
provide opportunities for Brazilian students to develop 

their potential through quality education. The partnership 
will help to continue the programs it coordinates in 316 
municipalities, serving more than 1.3 million children and 
young people each year across the country. 

“Education is the greatest force in favor of human beings 
and we must pursue it vigorously to achieve a better 
future”, CONTI Co-Founder and CEO Carlos Vaz said 
of the partnership. “I firmly believe that I have a social 
responsibility, to do the best I can so that other people can 
learn and grow, in search of an integral and productive 
education.” 

While the past year was not what any of us expected, 
CONTI has looked at every obstacle as an opportunity for 
betterment, whether in our processes, our interactions, our 
team, or our offerings. We have faced many challenges 
over the past twelve months, and there will surely be 
others in the months to come, but we are confident in 
both the opportunities on the horizon and our ability to 
capitalize on them. Our team remains dedicated to our 
continued mission, working with our residents to ensure 
safe and secure operations to maximize performance. 
With strong fundamentals in our markets and our proven 
processes, we anticipate an exciting year ahead as we 
stay true to our company values, hard work and discipline. 

http://institutoayrtonsenna.org.br/pt-br.html
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ACQUISITIONS INSIGHTS

2020 SUMMARY

• Relative to previous years, CONTI saw record 
highs in our acquisitions pipeline in Q3 and 
Q4.

• Multifamily has fared much stronger than its 
competing asset classes.

• In Sunbelt markets such as Texas, pricing 
and cap rates have fully rebounded to “pre-
COVID” levels.

• CONTI is beginning to see cap rates compress 
to historic lows and pricing reach all-time 
highs.

Much like the state of the economy and world, the 
acquisitions environment in 2020 has been nothing 
short of a roller coaster ride. Capital markets were 
frozen in March & April as COVID-19 quickly spread, 
shutting down local and global economies and sending 
panic through the markets. By June and July, as the 
US began warming up, so did capital markets for 
multifamily investments. From August into September, 
and through year-end, the multifamily market was 
once again hot, as lackluster deal volume from the 
first half of 2020 looked to rebound in the second half 
of the year. Relative to previous years, CONTI saw 
historic lows in our acquisitions pipeline in Q2 due to 
COVID-19’s impact on the market, followed by record 
highs in Q3 and Q4. Multifamily’s position as the 

‘darling’ of commercial real estate has only become 
clearer. We expect cap rates to compress over the 
longer-term, barring another unforeseen global crisis. 

As bond returns plummeted and stock market 
volatility increased, investors searched for yield 
and stable returns. Global uncertainty and unstable 
markets drove demand for “risk-free” debt, such as 
government treasuries, to historically low yields. In 
fact, the US 10-year Treasury remains below 1.0% to 
date. The spread between multifamily cap rates and 
the 10-year Treasury is over 3.5%, which has only 
happened three times in the past 25 years, with each 
time leading to above-average returns relative to 
long-term averages. Of the major investment vehicles 
– real estate, stocks, and bonds – real estate has the 
track record to show the most stable risk-adjusted 
returns over time and has emerged as the clear 
winner amongst today’s investment options.

There are continued questions and unknowns across 
the major real estate classes: How will remote work 
shape the future of office buildings and demand for 
space? How will retail be impacted by the lingering 
psychological aspects of prolonged social distancing 
and the acceleration of e-commerce? How do these 
similar trends impact travel and the demand for hotels 
and entertainment? Multifamily’s continued recovery 
is tied to the economy and jobs of each market. But, 
in spite of the global economic impact COVID-19 
has had, multifamily, by-and-large, has fared much 
stronger than its competing asset classes.

That being said, not all markets are performing equally. 
Unique recoveries are occurring in different metro 
areas and very similar to the “K-shaped” recovery 
being experienced in the labor force. Lower-cost areas 
in the Sunbelt are performing, on average, much better 
than high-cost metro areas in the Northeast and West 
coast. Accelerating this performance discrepancy has 
been how the high cost of living in these areas has 
expedited corporate relocations to lower cost areas 
in the Sunbelt. Major corporations such as Charles 
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Schwab, CBRE, and Hewlett Packard Enterprise 
have all made recent announcements to relocate 
their corporate headquarters from California to Texas. 

In Sunbelt markets such as Texas, pricing and cap 
rates have fully rebounded to “pre-COVID” levels – 
and we are beginning to see cap rates compress to 
historic lows and pricing reach all-time highs. Lack 
of low-risk, stable investment options, along with 
strong population growth, accelerated job recoveries, 
and record levels of “dry powder” capital searching 
for yield all contribute favorably for multifamily’s 
continued run as a top investment vehicle. It is with 
quick action, diligence, and an experienced team that 
CONTI was able to successfully navigate 2020 and 
capitalize on great opportunities this year. Through 
our analyses of the markets, constant surveying, 
and deep relationships, we were able to successfully 
contract and close on two properties in Dallas-Fort 
Worth at below-market prices, well below their “pre-
COVID” pricing levels and their current market value.

2021 OUTLOOK

• 2021 is positioning itself to be a record year 
for multifamily investment in Sunbelts states 
like Texas.

• We fully expect pricing to continue to remain 
extremely competitive.

• CONTI’s acquisitions team expects to achieve 
record numbers for underwriting, tours, and 
offers sent.

2021 is positioning itself to be a record year for 
multifamily investment in markets that recovered 
quickly, primarily the Sunbelt states of Texas, Florida, 
Arizona, Georgia, the Carolinas, and Tennessee. 
Markets in high-cost areas may continue to see 
delayed recoveries as remote work persists until 
companies & workers are comfortable enough to 
return to the office. Even then, questions remain 
about how remote work may forever change the 
geography needs of the corporate office. This has 
already inspired an acceleration of corporate and 
household relocations from high-cost areas to low-
cost areas and fueled a continued population growth 
trend in low-cost markets experienced throughout the 
last economic cycle.

Debt rates are at record lows and expected to remain 
historically low for the foreseeable future, potentially 
into 2022 and beyond. The Federal Reserve has 
made an unprecedented long-term commitment to 
keeping rates low as long as needed to help facilitate 
the continued economic recovery. With agencies like 
Fannie Mae and Freddie Mac offering rates below 
3.0%, the time has never been better to lock-in long 
term debt. 

Our goals for 2021continue to be driven by our long-
term vision for the company. We fully expect pricing 
to remain extremely competitive, and cap rates 
may continue to compress further with the record 
demand for multifamily investments. The year as a 
whole will provide a challenging landscape to find 
the best investment opportunities. However, our 
acquisitions team expects to achieve record numbers 
for underwriting, tours, and offers sent. 
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GLOBAL ECONOMIC
PERSPECTIVE

• Due to the immense size  of the U.S. economy and its links to rest of the world, positive and negative 
economic developments domestically exert a direct international impact.

• In 2020, U.S. GDP declined by 4%, and global GDP growth to contract by 5.2%.
• As pandemic disruptions vary between countries, so will economic recovery. We are forecasting the 

world GDP to increase by an annual average of 4.8% in 2021.
• Advanced economies are expected to post GDP growth of 5.2%, and EMDEs anticipated to grow by 

4.3%. Most countries will recover all lost GDP by the end of 2022, with great upside potential as the 
vaccine becomes more widely available.
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In today’s era of globalization, many economies 
are crucially interconnected. With a gross domestic 
product (GDP) topping $21.16 trillion (current dollar 
GDP), the U.S. has the world’s largest economy. 
Due to this immense size and its links to rest of the 
world, positive and negative economic developments 
domestically exert a direct international impact. 
Specifically, changes in U.S. fiscal and monetary 
policy and investor sentiment play a major role in 
driving global financing conditions.

The global economy is equally important to the 
U.S. economic presence. American multinational 
companies leverage inexpensive production factors, 
such as materials and labor, foreign market penetration, 
and others, to create and maintain cross-border trade 
and financial flows. Among myriad other ways, the 
global and U.S. economies are interconnected. 

Trade is one of the largest ways in which the U.S. 
is internationally connected. From 2010-3Q2020, the 
U.S. international trade averaged $5.1 trillion dollars, 
accounting for approximately one-tenth of global trade 
flows. Approximately 40% of U.S. trade is with China, 
Canada, and Mexico, leaving a significant amount of 
trade dollars with other nations.

As America’s economy is heavily driven by consumer 
spending, more so than that of other nations, 
businesses in developed and developing countries 
around the world take advantage by exporting good 
to the U.S. These exports provide jobs and income to 
international workers, and profits foreign businesses. 
Thus, a strong U.S. economy is in the best interest of 

the global business community. 

The U.S. stock market also plays a role in global 
economics. The New York Stock Exchange (NYSE) 
is the oldest in America, and one of the oldest 
internationally, boasting capitalization of more than 
$36 trillion. In short, what happens in the U.S. directly 
impacts the stock market, which, in turn, impacts 
domestic and international investors with a stake in 
the NYSE.

International businesses and households also keep 
tabs on the U.S. dollar’s appreciation and depreciation, 
as it is the most important currency in the world. More 
than 62% of world’s currency reserves and 40% of 
debt are held in U.S. dollars. The dollar, and its stability 
and strength, plays an important role in international 
trade. Most developed and developing countries peg 
their currencies against the U.S. dollar. 

The U.S. accounts for one-fifth of global Foreign 
Direct Investment stock. According to the Bureau 
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of Economic Analysis (BEA), new expenditures by 
FDIs to acquire, establish, or expand U.S. business 
totaled $194.7 billion in 2019; the average was $333 
billion dollars annually, from 2014-2018. Though 
they add to the U.S. GDP, these investments’ profits 
are distributed across the world by international 
businesses to households in foreign countries. 

The strength of the U.S. economy also allows America 
to manage foreign assistance programs in more than 
100 countries around the world through the efforts of 
more than 20 different U.S. government agencies. 
The $32.7 billion in aid requested for FY 2021 is the 
highest contribution by a country. These contributions 
benefit both donor and receiving countries, as they 
support global peace, security, and development 
efforts, and provide humanitarian relief during times 
of crisis. In these times, during which developing 
nations cannot afford a vaccine to fight the pandemic, 
U.S. aid is necessary.

The disruptions to economic activity here and abroad 
significantly affected almost every sector of the 
economy, with some hit harder than others. Double-
dip downturns in most global economies caused world 
GDP growth to contract by 5.2% in 2020. Among the 
advanced economies, Spain recorded the highest 
contraction, at 11.8%, followed by Italy (10.1%) 
and France (9.5%); U.S. GDP declined by 4%. The 
Chinese GDP landed in a positive territory at 1.8% 
growth during 2020. 

Following the virus’ flare during the first half of 2020, 
worldwide central banks quickly lowered their interest 
rates to near zero and politicians rapidly enacted 
economic aid to support households and businesses 
alike. These measures mitigated some of the pain 
created by the pandemic. Most economies bounced 
back from the 2Q2020 economic decline, but the 
virus’ persistence through the second half of 2020 led 
to a slower economic recovery. While the prospect of 
multiple vaccine producers’ products being approved 
and ready to distribute provides promise of recovery, 
the rate of virus infections had passed its previous 
peak.

The pandemic’s impact and subsequent economic 

recovery largely depend on how quickly we can 
distribute that vaccine. Based on current estimates, 
the vaccine is expected to be widely available by 
mid-2021. As most developed countries have an 
adequate healthcare infrastructure and economic 
policies in place, we anticipate virus cases to decline. 
Developing countries may still need some help from 
world organizations and developed countries to curb 
the pandemic. 

As pandemic disruptions vary between countries, 
so will economic recovery. We are forecasting the 
world GDP to increase by an annual average of 4.8% 
in 2021. Advanced economies are expected to post 
GDP growth of 5.2%, and EMDEs anticipated to grow 
by 4.3%. Most countries will recover all lost GDP by 
the end of 2022, with great upside potential as the 
vaccine becomes more widely available. 

Our base case rests on the following scenarios:
• The vaccine will be widely available to most 

countries with proper healthcare infrastructure 
by mid-2021. Developing economies provided 
assistance. Hopefully, this means more viral 
surges in the early part of 2021, though social 
distancing will remain a top priority.

• Remote working and work-from-home restrictions 
will remain in place during the first part of 2021; 
such restrictions should relax later in the year.  

• Economies should return to normal activity by the 
middle of February, 2021. Improvement will vary 
by country and, in the U.S., by states. 

• Some global travel restrictions will relax, with 
the pace of travel picking up in the second half 
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U.S. ECONOMIC
PERSPECTIVE

• In the year ahead, we anticipate the new administration to take action in matters such as resetting 
foreign relations and international trade and ongoing economic aid.

• Managing the virus and economic recovery stateside will also be at the forefront of initial administrative 
focus. Also expect the Biden administration to rejoin the World Health Organization, and develop 
domestic and global protocols and standards to prevent the spread of viruses across countries. 

• As the vaccine becomes widely available by the middle of 2021, expect an increase in the magnitude 
of economic growth, especially in the heavily impacted service sector.

• Investment in housing increased by 59.3% in a quarterly annualized basis during this period, due to 
historically low interest rates, robust home sales, and home-price growth.

• The U.S. jobs have undergone a K-Shaped recovery. Some industries are already close to the pre-
pandemic total employment level, whereas others are expected to take a longer time to reach that 
point.

During 3Q20, the fiscal and monetary stimulus, along 
with a more relaxed pandemic mitigation strategy by 
most states, produced robust GDP growth, pushing 
our estimate for 2020 to -4% and 4% in 2021.

Moving into 2021, the U.S. economy was seeing 
good and bad news on the horizon. On the positive 

side, distribution of vaccines began. Conversely, 
COVID-19 cases spiked in late 2020, breaking new 
case records almost every week since November. 
Thus, sectors that successfully overcame the early 
pandemic surge, such as Automotive, Tech, and 
Housing and Household Goods, have moderated. 
Service industries, mainly Leisure and Hospitality, 
remained depressed.

The Biden administration faces the daunting task of 
ensuring that the recovery remains on track. This 
will require effective management of the pandemic, 
and additional fiscal support to bridge the gap for 
households and businesses until the vaccine is 
widely distributed. The President of the United States 
also holds significant power to influence the country’s 
economic outcomes. In the year ahead, we anticipate 
the new administration to take action in matters such 
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of 2021. Proof of vaccination might be required 
to board airplanes and trains, giving additional 
confidence to travelers.

Finally, in summary, 
1. Uncertainty caused by COVID-19 should decline, 

leading to more economic stability by the middle 
of 2021.

2. Following a 14% decline in 2020, global trade 
is forecast to increase by approximately 6.3% 
in 2021, meaning improvement to the overall 
international economy. 

3. An increase in job growth will increase consumer 
confidence and spending, which, in turn, is 
expected to increase business investment and 
economic growth.
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as resetting foreign relations and international trade 
and ongoing economic aid.

While some trade deals are expected in 2021, the 
overall relationship with the Chinese government will 
not improve dramatically. However, we meanwhile 
anticipate greater partnerships with Taiwan, South 
Korea and Japan without, stirring up conflict with 
China and North Korea. Climate policies are also 
likely to be on the agenda in early 2021. Rejoining the 
Paris Climate Agreement will be easy, but integrating 
climate change foreign policy and national security, as 
well as making immediate investments in renewable 
energy, will be more difficult. This will also strengthen 
and repair relationships with allies in Europe and 
North America. 

Managing the virus and economic recovery stateside 
will also be at the forefront of initial administrative 
focus. Expect the Biden administration to put all its 
effort into managing the virus and economic recovery, 
by ensuring proper distribution of the vaccine. Also 
expect the Biden administration to rejoin the World 
Health Organization, and develop domestic and 
global protocols and standards to prevent the spread 
of viruses across countries. As the vaccine becomes 
widely available by the middle of 2021, expect an 
increase in the magnitude of economic growth, 
especially in the heavily impacted service sector.

Political haggling delayed additional economic 
stimulus during the second half of 2020. If, by the 
time you read this report, a new stimulus bill is not 
passed, expect the Biden administration to act quickly 

to pass one—even if it is smaller than Democrats 
wanted. The cost of doing little or not doing anything 
will be enormous. After 2021, expect a bipartisan 
infrastructure spending bill with significant impact 
to the economy to pass as well. Additionally, Biden 
is expected to use executive power to put in place 
stricter environmental protection regulations.

In terms of real estate, the Biden administration has 
openly called for Congress to prevent evictions from 
renter- and owner-occupied housing, as well as to 
provide help to struggling landlords. There is also 
need for relief to commercial real estate renters, 
owners and CMBS borrowers. COVID-19 revealed 
diverging trends between professionally managed 
apartments and private landlords of smaller properties. 
The professionally managed apartment owners and 
renters did okay during the pandemic, while renters 
in smaller properties fell behind in rents and faced 
evictions, as the private, mom-and-pop landlords also 
suffered. Expect financial help in any new stimulus bill 
for, at the very least, struggling renters, homeowners 
and landlords.

The Biden administration is also expected to propose 
eliminating a portion of the 1031 exchange ruling to real 
estate deals above $400,000. But cutting back on the 
1031 exchange rule, along with increasing the capital 
gains tax for individuals with more than $1 million in 
income, and boosting the individual tax rate from 37% 
to proposed 39.6%, will hurt real estate investors. The 
1031 exchange provides liquidity, especially during 
downturns. If the administration follows through on 
the modification, expect a reduction in real estate 
deal activity.
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hospitalizations, and deaths climbed substantially 
once again in October 2020. While approval was 
recently granted for much-awaited vaccine and 
distribution plans are in place, COVID-19 cases, 
hospitalizations and deaths passed previous records, 
and continue climbing.

Against this backdrop, we expect GDP to grow by 
4% in 2021. The U.S. economy will recover all GDP 
lost during the pandemic by the middle of 2022, with 
a 3.1% annual average growth. Longer-term, from 
2022 to 2026, we forecast GDP growth to average 
2.4%, similar to the growth rate experienced since the 
Great Recession.

The U.S. jobs have undergone a K-Shaped recovery. 
Some industries are already close to the pre-pandemic 
total employment level, whereas others are expected 
to take a longer time to reach that point. The Leisure 
and Hospitality industry experienced the largest loss 
of jobs in 2020, totaling close to 3.5 million. Tech 
jobs will be the first to reach pre-pandemic level total 
employment by 3Q21, followed by Finance (1Q22) 
and Healthcare (2Q22). The U.S. total employment 
is expected to reach the pre-pandemic level by the 
2Q23. We also expect most of the new innovations 
to take place in industries that experienced severe 
impacts, which could result in a large upside to U.S. 
job growth. 

Consumption accounts for about 70% of total GDP, 
making it necessary for consumers to play an active 
role in the U.S. economic recovery. In 2019, U.S. 
households spent about $14.5 trillion in goods and 

Headed into 2020, the U.S. economy had broken 
many records. The nation had passed the longest 
expansionary period in the recent history, experienced 
the lowest unemployment rate in 50 years, and still 
produced a good number of jobs on a year-over-year 
basis. Adding to the pain of new cases and number 
of deaths in the U.S., weekly and monthly economic 
indicators broke all-time records during 2Q20, 
previously seen only during the Great Depression.

Despite this, the U.S. economy showed astounding 
resiliency, bouncing back from a 31.4% decrease in 
2Q20 with a 33.1% annualized GDP growth in 3Q20. 
Quickly-enacted strong monetary and fiscal policies, 
along with gradual openings of the states, contributed 
to V-Shaped type growth during the third quarter. And, 
U.S. consumers did their part by spending more than 
$215 billion on durable goods, well above the pre-
pandemic peak.

Pandemic-driven demand overcame the uncertainty 
surrounding the number of cases, deaths and 
vaccine delivery. Though the U.S. initially solved its 
supply problem by quickly re-opening businesses, 
demand lagged, especially in the hospitality and 
restaurant sectors. Additionally, job growth, which had 
plummeted in spring, 2020 and began to rebound, 
stalled, starting in July.

Meanwhile, investment in housing increased by 59.3% 
in a quarterly annualized basis during this period, 
due to historically low interest rates, robust home 
sales, and home-price growth. After the brief 3Q20 
economic growth period, the number of virus cases, 
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U.S. APARTMENT
MARKET AND DRIVERS

• The annual average occupancy and rent growth decreased by 0.7% and 7.8%, respectively during 
2020. During 2021, we forecast a 2.9% increase in revenue growth. All occupancy and rent growth 
are forecast to be recovered by early 2023. Apartment revenue growth is forecast to increase by 3.1% 
from 2022 to 2026.

• Professionally managed apartments reported higher occupancy and rent growth. Rent 
collection from these properties remained close to 95% during 2020.

• The pandemic drove a shift from primary markets to secondary markets, and from urban 
core to suburban areas.

services. Average consumer spending growth stood 
at 4% from 2010-2019. As the vaccine becomes more 
widely available starting middle of 2021, consumer 
sentiment and confidence will also rise. We expect 
personal consumption expenditure to average about 
3.4% from 2021 to 2026, peaking in 2021 at 4.4%. 

Residential investment typically averages 3% to 5% 
of the GDP. Housing consumption spending typically 

averages 12% to 13% of the GDP. Both of these are 
forecast to have an outsized contribution to the GDP 
by the middle of 2021.

Additionally, international trade usually benefits 
participating countries. Expect decreasing tariffs to 
increase global trade. This, in turn, will lead to an 
increase in U.S. exports.

Since the Great Recession, apartment vacancy had 
remained extremely low, with rent growth substantially 
higher than the inflation rate. New supply had 
increased, with targeted higher-income households 
occupying units at a rapid pace. Workforce housing 
occupancy and rent growth also increased at a faster 
pace, as job growth ramped up. The pandemic-driven 
recession paused this healthy growth during 2020. 
The annual average occupancy and rent growth 

decreased by 0.7% and 7.8%, respectively during 
2020. During 2021, we forecast a 2.9% increase in 
revenue growth. All occupancy and rent growth are 
forecast to be recovered by early 2023. Apartment 
revenue growth is forecast to increase by 3.1% from 
2022 to 2026. 

One of the trends we will continue to see throughout 
the recovery is the disparity between performance of 
professionally managed and small privately-owned 
rental properties. Professionally managed apartments 
reported higher occupancy and rent growth. Rent 
collection from these properties remained close to 
95% during 2020. However, small, privately-owned 
rental properties did not do as well. Households in 
these properties remained behind on rent and on the 
verge of eviction, especially without assistance from 
a new economic stimulus bill.
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households shift toward renting for both financial and 
lifestyle reasons.

Population growth slowed in 2020, mainly due to 
drastic drop in international migration to the U.S. 
The move from gateway cities started during the last 
cycle, and accelerated in 2020. This trend is expected 
to continue in 2021 and 2022. Secondary markets 
with a lower cost of living and cost of doing business 
will benefit from this trend. Though professionally 
managed apartments appeal to every age group, the 
18- to 44-year-old cohort will remain strong renters, 
at close to 36% renter share in 2021. Expect this age 
group to remain stable through 2026.

U.S. CAPITAL MARKET FUNDAMENTALS

Apartment transaction volume from 2013 to 2019 
averaged over $150 billion, reaching a peak transaction 
of $191 billion in 2019. Apartment transactions fell 
by more than 47% in 2020. Approximately 5,100 
apartment properties traded in 2020, at an average 
price per unit of $167,376, representing a 2.4% 
decrease, year over year. Transaction volume and 
price-per-unit metrics are expected to pick up the 
pace during the second half of 2021, while the cap 
rate remains stable.       

Apartment market fundamentals in the U.S. East- and 
West-Coast gateway markets experienced a double-
digit rent decline, along with net move-outs. At the 
same time, renter households in the metro areas in 
the middle of the country experienced an increase 
and/or stable apartment market fundamentals. During 
2020, many moved away from high tax and regulation 
states like New York and California to more business-
friendly states, such as Texas. Relocation to states 
with a low cost of doing business and cost of living 
began in the middle of the previous cycle, and has 
been amplified due to the pandemic. This trend is 
expected to continue at least through 2022.

Additionally, more households moved from urban 
core locations to suburban areas. Since the Great 
Recession, most new apartment supply had delivered 
to urban core locations. This led to higher rents per 
square foot, with many renters priced out of the 
market. Class B and C properties, located mainly in 
suburban areas, are also outperforming the Class A 
properties typically found in urban core. 

U.S. APARTMENT MARKET DRIVERS

Job growth, the major driver of apartment 
fundamentals, declined by 5.8% or 8.693 million jobs 
in 2020, with an average unemployment rate of 8.6%. 
When businesses re-opened in 2020, more than half 
the jobs lost due to pandemic were recovered. The job 
recovery will continue in 2021. The economic impact 
of the COVID-19 pandemic is unevenly distributed 
among the metro areas and industries. Metros with 
a higher percentage of educated labor force with 
higher share of office-using jobs in metros with lower 
population density are expected to fare better than 
others. As economy fully recovers all lost jobs by 
early 2023, expect peak occupancy rent growth in the 
apartment sector.

Homeownership increased by approximately 200 
basis points to 66.5% despite a double-digit increase 
in home prices, due to lack of new supply from 2019 
to 2020. Drastic mortgage rate cuts helped many 
sidelined homebuyers become homeowners. This 
trend is not sustainable. Expect homeownership 
to decline once again starting in 2021, as more 
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Texas’ GDP growth averaged 3.6% from 2011 to 
2019, with the economy driven by healthy personal 
consumption expenditure at an annual average 5% 
growth rate. During the same period, Texas produced 
an annual average of about 260,000 jobs per year, 
equating to a 2.1% growth rate. The unemployment 
rate dropped precipitously, from 8.1% in 2010 to 3.5% 
by 2019. 

During 2019, Texas employed more than 13.552 
million workers, approximately 9% of total U.S. 
employment. During the year, all four major Texas 
metros recorded positive job growth, supporting wage 
and household income growth. Prior to the COVID-19 
outbreak, during the early months of 2020, Texas’ 
economic expansion continued at a rapid pace. The 
2020 pandemic-driven recession decreased Texas’ 
GDP and job growth by 3.8% and 5%, respectively. 

The unemployment rate averaged 7.5% during 2020. 
Within the four major metros, job growth decelerated 
by an annual average of 2.9%. However, overall, 
Texas job growth was 200 basis points higher than 
the national average.

On the backdrop of our forecast assumption 
mentioned in the Global and U.S. sections, we expect 
TX GDP to grow by 4.3% in 2021. We expect another 
3.8% annual average GDP growth in 2022, with the 
Texas economy recovering all GDP lost during the 
pandemic by the early part of the year. Longer-term, 
from 2022 to 2026, we are forecasting GDP growth 
to average 3%, about 60 basis points better than the 
U.S.

Texas’ central location and quality infrastructure are 
musts to support economic growth. The state is not 

• The 2020 pandemic-driven recession decreased Texas’ GDP and job growth by 3.8% and 5%, 
respectively. The unemployment rate averaged 7.5% during 2020. Despite this decline, Texas job 
growth was roughly 200 basis points higher than the national average. 

• We expect Texas GDP to grow by 4.3% in 2021, with another 3.8% annual average GDP growth in 
2022.

• During the pandemic, the Texas economy proved to be more resilient than that of the U.S. and other 
states. We expect a similar high performance by the Texas economy, versus peer states of same size

TEXAS ECONOMIC 
PERSPECTIVE

According to NCREIF, apartment values from 2016 to 
2019 decelerated well below the long-term average, 
turning negative 2.5% in 2020. RCA reports a similar 
decline in price per unit nationwide during 2020, but 
not in growing markets in the sunbelt and Texas, 
where prices have remained stable even increasing 
in some markets. 

Apartment fundamentals remain stable, households 
need roofs over their heads, thus creating demand 
for multifamily housing. During the next five years, 
expect revenue growth to average more than 3% with 
very little downside risk.

We forecast the total return to grow by an annual 
average of slightly more than 6% in 2021, and 
average more than 11% growth from 2022 to 2026. 
In the coming cycle, expect high investor interest in 
suburban workforce housing (Class B and Class C 
apartments), in the middle of the country. Transaction 
cap rates for the workforce housing in secondary 
markets and suburb locations will range from 
approximately 4% to 5.5% during 2021 and 2022. 
The apartment property type has been the darling 
of real estate investors during the past decade, as 
the apartment weights on most real estate portfolio 
remained overweight, keeping cap rates low. Similar 
trends are expected during the five-year outlook.



15www.contiorg.com

The CONTI Report
2020 Year End

only connected to most other states through well-built 
highways, its various international airports have direct 
international flights to major international cities.

During the last cycle, Texas outperformed the U.S. in 
the job and GDP growth categories by 70 and 130 
basis points, respectively. During the pandemic, the 
Texas economy proved to be more resilient than that 
of the U.S. and other states. We expect a similar high 
performance by the Texas economy, versus peer 
states of same size, for the following reasons.

Texas is among nine states with no corporate and 
individual state income taxes. This means a low cost 
of doing business in the state. Corporate relocation 
and expansions in 2021 are expected to exceed those 
taking place during 2019 and 2020. These companies 
are moving mostly from high-tax and regulation east- 
and west-coast states. 

For the past two years, Texas universities produced 
more than 243,000 graduates each year, and is 
expected to produce an annual average of close 
to 260,000 graduates each year from 2021 to 
2026. These new graduates will provide skilled and 
educated labor to relocated companies so they don’t 
go to another state or overseas. 

Generally speaking, two biggest reasons why people 
move are jobs and lower cost of living. Population 
growth, in turn, creates economic activity and growth. 
Texas ranks 18th on the cost-of-living index value at 
91.5, about 13% below average of the U.S. state’s 
index of 104.63. Though Texas apartment rents are 
similar to those of the national average, compared to 

similar size states like California and New York, Texas 
rents are lower by over 24%.
The state’s diversified economy helps workers find a 
match with businesses. The four major Texas metros 
are unique when it comes to employment by industry, 
but they do, however, also have a fair amount of 
employment by industry diversification. 

Much like the U.S., Texas jobs has taken a K-Shaped 
recovery path. Some industries are already close to 
the pre-pandemic total employment levels, whereas 
others are expected to take a longer time to reach 
that point. The Texas total employment is expected to 
reach pre-pandemic levels by the 3Q22, about a year 
earlier than the U.S. During 2021, we forecast job 
growth to average 2.3%, increasing to 2.5% in 2022. 
Longer term, from 2021 to 2026, expect job growth to 
average 1.9%, about 30 basis points higher than the 
U.S.

The Mining and Logging and Leisure and Hospitality 
industries experienced the largest job loss in 2020, 
about 15% and 12% drop, respectively, from the 
4Q19 total employment levels. In Texas, Finance was 
the most stable job category, reporting about a 0.7% 
decline from the 4Q19 high; the sector and is expected 
to recover all lost jobs by 2Q21. By the end of 2021, 
Professional and Business Services and Government 
sectors are expected to recover all lost jobs. Among 
the blue-collar jobs category, Construction and 
Manufacturing industries will recover all lost jobs by 
the middle of 2022. The Mining and Logging and 
Leisure and Hospitality industries will take more than 
six years to recover all lost jobs.
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• Dallas: During 2021, about 98.9% of all pandemic-lost jobs are expected to be recovered. We expect 
the unemployment rate to return to 3.6% by 2024, among the lowest in the country.

• Austin: We expect the Austin metro to recover 99.7% of all pandemic-lost jobs by 2021. Stable jobs 
and many metro area amenities attract young demographics, keeping population growth healthy.

• San Antonio: We expect San Antonio to recover all lost jobs from the pandemic by the end of 2022, 
about a year earlier than the nation. 

• Houston: We forecast the metro to recover all lost jobs by the end of 2022, about a year earlier than the 
U.S. Longer-term, from 2022 to 2026, job growth is forecast to average 1.5%, with an unemployment 
rate of 5.5%.

CONTI ACTIVE MARKETS

DALLAS-FORT WORTH (DFW)

DFW Apartment Market Fundamentals: The metro 
apartment market has remained stable since the 
Great Recession, as demand outpaced supply by 
an annual average of more than 2,500 units. From 
2011 to 2019, the vacancy rate dropped by about 400 
basis points, to 94.3% in 2019. Due to the strength of 
the apartment market fundamentals, revenue growth 
during that period averaged 4.2%. 

During 2020, revenue growth, measured as a 
combined growth in rent and occupancy, declined by 
4.6%, comparatively 310 basis points better than the 
U.S. In 2021, revenue growth is forecast to increase 
by 3.5%. The metro area’s occupancy and rent level 
are expected to reach pre-pandemic rate/levels by 
2022, about a year earlier than the national average. 
From 2022 to 2026, the annual average revenue 
growth is expected to average 3.6%.

DFW Apartment Market Drivers: The DFW market 

typically leads the nation in job production. The area 
consistently ranked among the top five job producers 
in the nation during the last cycle. From 2011 to 2019, 
the metro produced an annual average job gain of 
about 95,000 jobs, translating to 2.9% growth. During 
2020, the metro area job growth declined by 2.4%, 
about 340 basis points less than the U.S. During 
2021, about 98.9% of all pandemic-lost jobs are 
expected to be recovered. DFW’s diverse economy 
will keep job growth robust and among the top-five job 
producers during the forecast period. We expect the 
unemployment rate to return to 3.6% by 2024, among 
the lowest in the country. We forecast the job gain to 
average 72,000 or 2.0% growth from 2021 to 2026. 

During the last recovery, area population growth 
averaged about 140,000 people, a 2% increase per 
year. Due to the cutbacks on international migration, 
2020 population growth stood at 1.2% or 92,000 
people. However, preliminary data is showing robust 
interest in relocation to DFW, both from companies 
and people across the nation. As a result, we anticipate 
population growth to pass historical highs seen since 
the Great Recession.

DFW Capital Market Fundamentals: Despite the 
pandemic-driven recession, apartment total return 
remained in positive territory at 2.2%. We forecast 
apartment total return to increase by 7.7% in 2021, 
and to increase by an 11% annual average from 2022 
to 2026. Investors focused on a higher return from 
income growth tend to gravitate towards the metro 
area, versus those seeking a quick appreciation 
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return.
The transaction cap rate in 2020 was approximately 
4.5%, about 90 basis points lower than the historical 
average from 2010 to 2019. Transaction volume 
is expected to pick up the pace during the second 
half of 2021, with an increase price per unit. The 
cap rate will remain similar to that reported in 2020. 
Workforce housing in suburban locations is expected 
to experience higher competition among buyers.

AUSTIN (AUS)

AUS Apartment Market Fundamentals: Occupancy 
increased by more than 150 basis points coming out 
of the Great Recession, reaching close to 95% by 
2011. Towards the middle of the last cycle, a rapid 
increase in supply impacted occupancy, but rent 
growth remained well above the historical average. 
Due to apartment market fundamentals strength, 
revenue growth during averaged 4.2% in the previous 
cycle. Revenue growth, measured by the combined 
change in occupancy and rent growth, declined by 
5.6% in 2020, one of the lowest rates in the country.

In 2021, the annual average revenue growth is 
expected to increase by 3.2%. Longer term, from 
2022 to 2026, we expect revenue growth to average 
close to 4%, as robust fundamental growth returns 
during the second half of 2021. New supply averaged 
more than 10,300 units, or a little more than 5% 
annual average growth, as healthy job and population 
growth supported new units. 

AUS Apartment Market Drivers: In Austin, 61% of 
all Professional and Business Services jobs are in 

the tech sector. Backed by these stable jobs, metro-
area job growth averaged close to 4% from 2010 to 
2019. The unemployment rate averaged about 2.7%, 
about 130 basis points below the U.S. during that 
time. Job loss during 2020 was one of the lowest in 
the country at -2.4%. We expect the Austin metro to 
recover 99.7% of all pandemic-lost jobs by 2021. We 
expect the unemployment rate to average 4.2% from 
2022 to 2026, leading to apartment occupancy and 
rent growth of 95% and 3.8%, respectively.

Stable jobs and many metro area amenities attract 
young demographics, keeping population growth 
healthy. Austin has both infrastructure and an 
educated/skilled labor force to support tech companies 
at a comparatively more affordable rate than other 
metros. Annual population growth, from the end of 
the Great Recession through 2019, averaged about 
3%, or close to 56,000 people. We expect similar 
population growth during the forecast period, which 
will support healthy apartment market fundamentals.

AUS Capital Market Fundamentals: During the 
housing boom and bust, all property total return in 
the metro dropped by about 15%, averaging a 10.5% 
growth during the recovery and expansion years of 
2010 to mid-2020. Apartment total return increased 
by about 2% during 2020, supported by positive 
income return despite a 2% decrease in value. Total 
return is expected to increase by 7.6% in 2021, but 
the magnitude of growth is expected to pick up to 
11% from 2022 to 2026. While Austin is less volatile 
compared to other major U.S. metros, it is one of the 
higher beta markets among the Texas metros.

Apartment transaction volume during the 2012 to 
2019 period averaged close to $3.4 billion, or little 
more than 2% of the U.S. transaction. The peak 
transaction reached $4.9 billion in 2019, falling by 
approximately 50% in 2020. The 2020 transaction cap 
rate was 4.9%, about 80 basis points lower than the 
2010 to 2019 historical average. Transaction volume 
is expected to pick up the pace during the second half 
of 2021, with an increase in volume and price per unit, 
but the cap rate remaining similar to 2020.
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SAN ANTONIO (SAZ)

SAZ Apartment Market Fundamentals: During 
the last recovery, San Antonio’s apartment market 
occupancy averaged about 93%. Apartment supply 
and demand remained balanced; almost all new 
supply was fully occupied from 2011 to 2019. In 2020, 
the pandemic-driven recession caused a 7.4% decline 
in revenue growth. Workforce housing (Class B+ and 
below) performed better than expected, lower-income 
renters benefited by affordable rents and added 
unemployment benefits. We are expecting revenue 
growth to increase by 2.7% in 2021. Longer term, 
from 2022 to 2026, annual average revenue growth is 
expected to average 2.8%, with peak of 4% in 2023.

SAZ Apartment Market Drivers: In the metro area, 
annual average job gain was 23,100, or 2.4%, from 
2010 to 2019. During the same time period, the 
unemployment rate dropped from 7.2% to 3.1%. The 
metro area has an above-average percentage share 
of Healthcare (14%), Leisure and Hospitality (12%) 
and Government (16%) jobs, compared to the state’s 
share in the same industries. We expect San Antonio 
to recover all lost jobs from the pandemic by the end of 
2022, about a year earlier than the nation. Recovery 
of Leisure and Hospitality jobs will take longer, but 
Healthcare and Professional and Business Services 
jobs will recover more quickly. We are forecasting an 
annual average job gain of 19,800, a 1.8% job growth, 
from 2021 to 2026. Blue-collar jobs will recover when 
the vaccine becomes widely available after the middle 
of 2021.

San Antonio is the most affordable among the major 
Texas metros, which will help attract population 
from higher-cost areas. Population growth averaged 
1.9% or 44,300 people from 2011 to 2019. We are 
forecasting a better than historical net domestic and 
international migration, which will increase the metro 
area population from 2.55 million in 2019 to 2.89 
million by 2026.

SAZ Capital Market Fundamentals: San Antonio 
began receiving institutional investor attention 
starting in 2011, so there is no historical benchmark 
for the decline in values during the Great Recession. 
From 2011 to 2019, apartment total return averaged 
9.6%. In 2020, apartment income return was 4.2%, 
and appreciation returns decreased by 4.8%, pushing 
total return to negative territory by 0.6%. Apartment 
total return is expected at approximately 8% in 2021. 
From 2022 to 2026, the total return is expected to 
increase by an annual average of 10%, similar to the 
historical average.

Apartment transaction volume during 2011 to 2019 
averaged close to $1.6 billion, or 1.1% of the U.S. 
transactions, reaching the peak transaction of $2.6 
billion during 2019. Apartment transaction volume fell 
by a little more than 37% in 2020. Approximately 70 
apartment properties traded in 2020, at an average 
price per unit of $92,176, representing a 14% 
decrease from 2019. The transaction cap rate in 2020 
was approximately 4.5% to 4.7%, about 100 basis 
points lower than the historical average from 2010 to 
2019. Transaction volume is anticipated to increase 
during the second half of 2021 with increases in price 
per unit. The cap rate should be similar to that of 
2020. Higher competition among buyers for suburban 
workforce housing is expected during 2021 and 2022.

HOUSTON (HOU)

HOU Apartment Market Fundamentals: During 
the last cycle, Houston had to fight through a couple 
of weather-related phenomena. Despite this, new 
supply totaled about 120,200 units from 2011 through 
2019, whereas net absorption totaled 149,100 units. 
During the same time period, rent growth averaged 
close to 3%. The revenue growth during the previous 
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cycle, which is the sum of rent and occupancy growth, 
averaged 3.2%. 

In 2020, new lease rental rates decreased by little 
over 7%, but occupancy declined by only 80 basis 
points. We expect revenue growth to increase by 
2.5% in 2021, similar to the national average. The 
annual revenue growth is expected to average 3.3% 
from 2022 to 2026. The metro area occupancy is 
expected to pass pre-pandemic rates by 2022, and 
rent levels to pass those levels by 2023.

HOU Apartment Market Drivers: Annual average 
job gain was 65,400, a job growth of 2.3%, from 2011 
to 2019. The unemployment rate dropped from 8% in 
2010 to 3.6% in 2019. During 2020, job losses totaled 
close to 124,000 or -3.9%. Though the metro area’s 
employment by industry is starting to diversify, it is still 
dependent on energy prices. We forecast the metro 
to recover all lost jobs by the end of 2022, about a 
year earlier than the U.S. Longer-term, from 2022 to 

2026, job growth is forecast to average 1.5%, with an 
unemployment rate of 5.5%. 
Houston’s population growth rate averaged 1.9%, 
or 122,300 people from 2010 to 2019. After 2021, 
the magnitude of population growth is expected to 
increase at a historical average pace through 2026. 
The metro area population is expected to reach 7.9 
million by the end of 2026. 

HOU Capital Market Fundamentals: The Houston 
market’s historical characteristics are low risk, with 
stable income returns. Investors will not experience a 
spike in returns in this market, as appreciation returns 
are comparatively lower than those seen in the coastal 
high-beta markets. From 2010 to 2019, the apartment 
total return averaged 8%. In 2020, income return 
was 4% but appreciation return was -5.9%, yielding 
a total return of -1.9%. We forecast the total return to 
increase by slightly above 8% in 2021. The apartment 
total return is expected to average 11% from 2022 to 
2026, about 300 basis points higher than the historical 
average.

Apartment transaction volume from 2010 to 2019 
averaged close to $4.9 billion, or 3.3% of the U.S. 
transaction, reaching the peak transaction of 
$8.2 billion during 2018. During 2020, apartment 
transaction fell by close to 64%. The transaction 
cap rate was approximately 4.5% to 4.7% in 2020, 
about 110 basis points lower than the 2010 to 2019 
historical average. Transaction volume and number 
of properties sold are expected to increase during the 
second half of 2021. We expect the 2021 cap rate to 
remain similar to that of 2020.
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The coronavirus (COVID-19) pandemic has created 
human and economic hardship the world over. The 
disruptions to economic activity here and abroad 
have significantly affected almost every sector of the 
economy, with some sectors harder hit than others. 
Fiscal and monetary policymakers in the U.S. and 
worldwide have taken extraordinary measures to 
provide economic aid to households and businesses 
to trigger faster recovery once the pandemic passes. 
These measures will definitely help mitigate some of 
the pain brought by the pandemic, but the magnitude 
of impact to the recovery remains to be seen. 

It is fairly evident that the impact of the pandemic and 
subsequent recovery largely depends on how quickly 
we can find a vaccine for the virus, meaning there 
is a great deal of uncertainty surrounding the current 
economic outlook. With uncertainty, comes large 
swings on consumer, as well as in investor confidence, 
as evidenced by the stock market. While the stock 
market is not the only indicator of the economy, it is 
clear that even after the vaccine is discovered, the 
structural damage to the economy cannot be undone. 

It’s important to mention that local policies at State 
and City levels will be the main drivers to population 
and job growth in the coming years. Places like Illinois, 
California and Michigan saw the biggest population 
loss in 2020, while the biggest winners were the 
sunbelts states Texas, Florida and Arizona. This trend 
will only accelerate, and we must be ready to adapt 
accordingly to take advantage of this situation. See 
charts at right.

Commercial real estate, particularly apartment 
market, will fare better than other investment vehicles 
this year and in the long run, although the impact 
to real estate revenue growth in commercial and 
residential properties could not be avoided this year. 
The good news for the sector is that the real estate 
provides solid risk-adjusted compared to other asset 
classes, making its case as an option for portfolio 
diversification. After this year, expect continued 

capital flow to the real estate supported by job growth 
to provide above average fundamentals for the sector. 

Finally, as we close 2020, it was a year like no other 
that reminded us that even the unpredictable can 
actually happen. Despite the challenges, it’s good to 
see people helping others to overcome this situation 
and companies adapting much faster than before. 
Challenges will not define us but the way we face 
them to win against the odds will. CONTI is more 
determined to stand strong with our team members, 
investors and our communities as we truly believe 
that is how we live up to our mission: to benefit the 
lives of everyone we touch. 

CONCLUSION

State Population Fluctuations
Based on U.S. Census Bureau estimates of population changes 

from July 1, 2019, to July 1, 2020

Source: Dallas Business Journal
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CONTI Organization is a real estate investment company focused on the strategic acquisition, 
enhancement and operation of value added, multifamily properties in Texas. Founded in 2008, CONTI 
has acquired 44 assets (11,000+ apartment units) and executed over $1B in transactions. As a vertically 
integrated company, we currently own and operate a portfolio of 31 multifamily communities (9,000+ 
apartment units).

We choose to be excellent in only one field: multifamily investments in Texas. Our performance is a 
function of focus, local knowledge, strong networks, deep research and well-documented processes 
and systems. From acquisition to management to disposition, CONTI’s vertically integrated capabilities 
handle it all with a strong “boots on the ground” approach towards operational excellence to maximize 
each property’s performance potential.
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