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As I arrived from Brazil 
on one of the last 
flights  allowed from 
São Paulo to Dallas, the 
world was grinding to a 
halt as we experienced 

a nightmare that even the most dramatic Hollywood 
productions were unable to portray. March 2020: 
suddenly, the planet woke up to a new reality brought 
on by a totally unexpected virus, causing perhaps the 
biggest threat in our generation.

Unlike previous crises, like the financial collapse of 
2008, the Covid-19 pandemic affected all countries and 
industries in agnostic fashion. My company, CONTI 
Organization, wouldn’t escape unscathed and I would 
be challenged yet again. I don’t believe challenges 
define us. Instead, it’s about how we respond to them 
and face hard facts without confusing faith and reality, 
always aware that hope is not a strategy.

The crisis did hit us. We were forced to make difficult 
decisions without losing our patience or being in 
a hurry, maintaining caution while chasing key 
information. We faced our vulnerabilities head-on, 
without exposing weaknesses. We showed empathy 
without judging too quickly and fueled hopes without 
giving in to illusions. We honored our commitments 
and kept all communication channels open at all 
times, to make it clear there was no absence of 
leadership and that in the end, we would win together. 
At times like these, we have to face the most brutal 
facts, whatever they are, at the same time that we 
push what’s truly important to the top of our priorities: 
protecting our company, culture and team.

A LETTER FROM THE CEO

It has been over four months since we are all dealing 
with this virus and it will take some time until vaccines 
are fully available. Even when vaccines are available, 
there are some aspects of our society that will not be 
back to the same way they were before this crisis. I 
believe we are blessed for being in a country such 
as the United States and we will prevail in the end. 
The road ahead is long one though and nothing will 
happen overnight. 

The next months will demand the best of us to work 
diligently and keep the notion of empathy. I don’t 
believe we will be back in the office this year and 
we already accepted this fact in a complete virtual 
office environment. Our portfolio is in a great position 
as we were conservative with our leverage and our 
collections are north of 90%. Although we have some 
good opportunities ahead, it’s important to stay focus, 
have discipline, seek more truth and understanding 
as I believe we are going to be in a better position we 
are today in the next 12-24 months.

I want to thank our team for their unwavering 
commitment to our core values, thank our investors 
for their trust and thank all we do business with for 
their support. Although the road ahead is uncertain, 
our behavior will never be, and we will always do the 
best of our abilities to overcome the odds in front of 
us: this is the CONTI way. 

Thank you,

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

First and foremost, we hope everyone is healthy and well 
during this time. Texas began its reopening efforts in early 
May, phasing in which businesses were allowed to open in 
stages and requiring that they open at lower capacities at 
first. Texas led the nation with 240,000 jobs restored and 
the Chief Executive Network ranked Texas as the #1 state 
for business for the 16th consecutive year. By June, as 
the state was nearly completely reopened, cases began 
to rise again, prompting lawmakers to slow the reopening 
efforts. One of the best parts of being in Texas, however, 
is the industrious spirit exemplified by the residents and 
businesses throughout the state. CONTI similarly is 
fighting through the current landscape, thriving even. In 
the face of uncertainty, we are taking strategic steps to 
continue to provide stability and assurance to all of our 
stakeholders alike.  

CONTI is currently following reopening guidelines 
outlined by the state. Team Members currently have 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 are keeping our corporate 
occupancy to 25 percent 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 are also 
following the necessary guidelines as we begin to allow 
access into the Leasing Centers, taking appointments 
with tenants to meet with agents in-person.

Since the pandemic began, CONTI has been pleased 
by the positive trends we’ve seen in total deposits and 
rent collections. As of June 27th, the National Multifamily 
Housing Council’s analysis of over 11 million U.S. 
apartment units shows that 94.2 percent of tenants have 
made a full or partial rent payment for the month. CONTI’s 
Texas portfolio has shown even greater resilience, with 
over 95 percent of budgeted income collected for the 
month through June 29th. We have even resumed some 
distributions to our investors, after an initial pause.
Other sectors of the industry have not fared as well as 
multifamily housing, but there are still signs of economic 
recovery. Despite average collection rates of roughly 46 
and 70 percent respectively for freestanding retail and 
shopping center retail, reported retail sales for May were 
stronger than expected, +17.7% over April. 

We are more than encouraged by the trends we have 
been seeing, even with the slowed reopening efforts. 
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 is carrying this positive momentum and is once 
again growing. We have identified the second and third 
acquisitions of our Strategic Value Fund. Both properties 
are located in desirable areas of the Dallas-Fort Worth 
market with a wealth of jobs in the surrounding areas. 
Matthew Green has joined out team as Acquisitions 
Manager, replacing key team member going back to 
school for his Master’s degree. Matt brings 13 years of 
real estate experience to the team and will continue to 
identify strong prospective property and close deals for 
CONTI.

CONTI Organization is also pleased to announce our 
office in Miami, Florida. Adding an office in Miami was 
overdue and will serve as a strategic advantage when 
serving our domestic and international investors. Simone 
Klein, a native Brazilian, will lead our international investor 
relations from Miami. Simone is an MBA graduate with 
over 15 years of experience in finance, trading, and 
international relationships. Educated in the U.S. and 
Brazil, Simone is fluent in her native Portuguese and 
English. We are excited for our investors to experience 
the added value she will bring to the team. 

With positive trends to continuing to appear within Texas 
and real estate, as well as the economy as a whole, we 
are ready to push onward towards recovery and new 
opportunities. 
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ACQUISITIONS INSIGHTS

MARCH 2020

• Public markets began to fall as fear of 
COVID-19 spread

• Frozen: Corporate Bond Markets, RE Markets, 
Capital Markets

• Evictions banned and Forbearance programs 
for property owners announced

Early in March, the public markets began to fall as 
fear of the COVID-19 virus spread. Multifamily capital 
markets transactions saw postponement due to travel 
restrictions and the rising impossibility of completing 
physical inspections for properties, however pricing 
remained stable. By mid-March, the corporate bond 
markets froze which seized up the capital markets and 
caused life companies to exit the debt market. Both 
debt and equity liquidity in the market evaporated, 
with multiple transactions having their debt repriced 
and, in some cases, altogether pulled out from 
under them. By month’s-end, concerns shifted to 
the incredibly fast-rising unemployment rate and 
tenants’ ability to make rent payments. The federal 
government banned evictions through July in an 
effort to help those affected. By the end of the month, 
Fannie Mae and Freddie Mac, issued forbearance 
programs to assist owners who would be impacted by 
an inability to collect on rent.

APRIL 2020

• Multifamily rent collections stronger than 
expected: 90%+

• Transactions under contract fell apart, Buyers 
tried to recover earnest money

• Fannie Mae and Freddie Mac become 
essentially the only lending institutions

Multifamily collections for April were much stronger 
than anticipated (90%+ by close to month-end), faring 
better than retail, hospitality, and office. Transactions 
remained at a stand-still and capital markets remained 
frozen. Many deals fell apart and lawsuits began 
between buyers and sellers due to the “force majeure” 
environment and the desire of buyers to recover 
earnest money due to perceived drops in value. CONTI 
estimate that 50-60% of properties initially awarded to 
buyers in March and under late-stage negotiations fell 
apart throughout April. Late in the month we started 
seeing many more “pocket listings” from brokers 
as April collections showed strength. Multifamily 
also benefited from “natural” sale motivations like a 
seller’s debt maturing, etc. Fannie and Freddie were 
essentially the only institutions lending to multifamily 
due to their government mandate to provide liquidity 
to the markets at all times, including crises. 

MAY 2020

• Multifamily rent collections remained strong
• Bid-ask gap formed as buyers looked for steep 

discounts, while sellers held firm
• Brokers reported a spike in BOV activity, but 

still no actively marketed listings

In May, multifamily collections remained strong, 
closely mirroring April. The federal government’s 
stimulus spending and the Federal Reserve’s record 
purchases prevented a credit crunch reminiscent of 
2009. Multifamily brokers reported increased interest 
from sellers and spiking BOV activity, although there 
were still no actively marketed listings. This bid-ask 
gap started closing towards month-end as both sides 
of the market collected more information. Buyers 
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reported that pre-COVID return expectations had not 
changed. A record amount of “dry powder’ poised to 
unload into the multifamily market, reallocating funds 
away from the stock market and corporate bond 
market. 

JUNE 2020

• Brokers reported heavy BOV activity
• Whatever small pricing discounts there are 

have evaporated
• The perception in the industry is that we are 

in for a record-setting second half of the year.

June rent collections came in at 95% of budgeted 
income. Brokers are reporting heavy increased BOV 
activity from sellers. The perception in the industry, 
and at CONTI, is that we are in for a record-setting 
second half of the year. As institutional investors 
and large funds seek yield through stable assets, 
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. 

GLOBAL ECONOMIC
PERSPECTIVE

• Global GDP growth is expected to contract by about 6% in 2020
• The global pandemic has forced many countries to re-evaluate globalization. We expect to see an 

increase of nationalization following the pandemic fallout
• The lack of policy actions and/or indecision by large economies will lead to a slow comeback in 

international trade recovery during 2021
• Expectation of global real estate return is anticipated to turn negative in 2020, but real estate returns 

in the U.S. appear to be relatively attractive, post-2020
• The health of the global real estate market varies by country; Each of the country’s outlook largely 

depends on its handling of COVID-19 cases and planned economic re-openings.

GLOBAL ECONOMY

   Due to the uncertainty surrounding the pandemic, 
any expectation or forecast needs to be taken with 
a grain of salt. With this uncertainty, we expect world 
GDP growth in 2020 to contract by about 6%, and 
EMDEs contracting by 4.5%. Among the advanced 
economies, the United Kingdom is expected to 
experience the highest contraction, by more than 
11%, followed by Spain (9.5%) and Italy (7.4%); the 
U.S. GDP anticipated to decline by 7%. Most countries 

are expected recover all lost GDP by 2022, however.
The COVID-19 shock has disrupted every aspect of 
trade, especially across the supply chain. The U.S.-
China trade tensions and ultimate resolution are 
being replaced by conflict surrounding the pandemic, 
placing high uncertainty on trade resolutions. How 
these two economies, accounting for about 40% 
of the world GDP and approximately 25% of global 
trade, manage conflicts will provide a clearer path for 
other countries regarding trade.
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International trade, which was already decelerating 
in 2019, is expected to take a large hit and drop by 
5% in 2020. Furthermore, a lack of policy actions 
and/or indecision by large economies will lead to 
a slow comeback in international trade recovery 
during 2021. Increased unemployment rates among 
every country in the world will impede demand for 
goods and services in 2020. Consumer spending, 
especially in the advanced economies, plays a key 
role in business investment and economic growth. In 
the absence of consumption growth, real recovery in 
advanced economies are hard to achieve. Consumer 
spending, which is a function of job and wage growth, 
has declined so much that unemployment in some 
countries has hit never-before-seen numbers.

We forecast an initial V-Shaped then U-Shaped 
recovery. The majority of economic decline will take 
place during 2Q2020, with positive growth starting in 
4Q2020. 

GLOBAL REAL ESTATE

Though real estate could still fare well to minimize 
loss (compared to other investment vehicles in the 

COVID-19 environment), expectation of global real 
estate return is anticipated to turn negative in 2020. 
The health of the global real estate market varies by 
country, but each of the country’s outlooks largely 
depends upon handling of COVID-19 cases and 
planned economic re-openings. Real estate returns 
in the U.S. appear to be relatively attractive, post-
2020. As of 2019, more than 40% of global real estate 
allocation was in the U.S., and U.S. real estate returns 
beat global returns by an average of about 300 basis 
points over the past two years.

U.S. ECONOMIC
PERSPECTIVE

• In 2020, we expect the U.S. GDP to drop by about 7%, with job loss of about 15%
• Consumer spending is an important component to economic recovery, accounting for roughly 70% 

of GDP; Consumer sentiment surrounding the virus will need to improve in order for consumption 
to increase and aid recovery

• Job losses are expected to reach 22.3 million, or -14.6%, in 2020. Once businesses re-open and 
become fully operational, we will see surge in job gain; all jobs lost are expected to be recovered by 
2026

• White collar industries are expected to recover faster than blue collar industries, and investment 
in innovation is expected in hardest-hit industries, such as Leisure & Hospitality and Trade, 
Transportation & Utilities

• Homeownership rates are expected to continue to decline, as more households shift toward renting 
for both financial and lifestyle reasons

• All forecasts are guarded until a vaccine can be developed and the virus is under control 
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U.S. ECONOMY

   Headed into 2020, the U.S. economy had broken many 
records, having passed the longest expansionary 
period in the recent history, experienced the lowest 
unemployment rate in 50 years, and still producing a 
good amount of jobs on a year-over-year basis. 

As the COVID-19 crisis took hold in March 2020, the 
U.S. economy to shut down. Weekly and monthly 
economic indicators are starting to break all-time 
records previously seen only during the Great 
Depression.

In 2020, we expect the U.S. GDP to drop by about 
7%, with job loss of about 15%. Similar to the global 
economic forecast, the majority of economic decline 
will take place during 2Q2020. We will see the 
magnitude of decline decelerating in the third quarter, 
with positive growth beginning during 4Q2020. We 
expect GDP and job growth from 2021 to 2026 to 
average 2.4%, higher than the historical average. 

The most important condition for the economic 
recovery is the vaccine. Until then, any economic 
recovery will be incomplete and sluggish. Economic 
stimulus provided by the CARES Act has helped 
unemployed Americans and struggling businesses, 
and one more fiscal package is possible this year. 
While the intention was to assist unemployed and 
businesses, however, the generous unemployment 
checks to low-wage earners have been higher than 
on-the-job paychecks, effectively disincentivizing 
work.

While not permanent, the Fed has indicated willingness 
to help stabilize the economy. The largest risk here is 
the ballooning Fed balance sheet. Additionally, for the 
Fed’s aid efforts to work, all other agents of monetary 
policy must do their part, because Fed can lend, but 
cannot spend. 

U.S. CONSUMER SPENDING

A slowdown in new COVID-19 and virus-related deaths 
has allowed states to begin reopening measures, 
providing a boost to businesses and an increase in 
consumer confidence. Consumption accounts for 
about 70% of total GDP, making it necessary for 
consumers to play an active role in the recovery of 
the U.S. economy. And consumer sentiment will be 
heavily dependent on stability surrounding the virus. 
We expect personal consumption expenditure to 
average about 4% from 2021 to 2026, peaking in 
2021. Provided that U.S. consumers play a major role 
in the economic recovery, there will be a large upside 
to our forecast assumption. 

From a corporate standpoint, we expect corporate 
profits to decline by more than 15% during 2020, but 
then increase by about 10% in 2021 and by an annual 
average of 8% from 2022 to 2026. U.S. corporations 
have more than $1.856 trillion on hand, and coupled 
with fiscal and monetary assistance provided by the 
U.S. government, these funds are expected to help 
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U.S. JOB GROWTH

The economic impact of the COVID-19 pandemic 
is unevenly distributed among industries. The 
Trade, Transportation and Utilities, and Leisure and 
Hospitality industries are expected to experience 
the largest loss of jobs in 2020, totaling close to 14 
million. Additionally, the pandemic’s impact has been 
on primarily on blue-collar jobs, as most office-based 
jobs have moved from employer offices to employee 
home offices. And while white-collar jobs are not 
immune to impact, we believe that jobs requiring 
higher education will recover faster than blue-collar 
jobs. Education and Health sectors will likely also 
show a slight positive gain by the end of 2020. 

We expect most of the new innovations to take place 
in industries that experienced severe impacts. For 
example, manufacturing might relocate from overseas 
to the U.S. and apply more technology to production. 
This could cause a large upside to U.S. job growth. 
The construction industry also has the potential to 
recover all lost jobs quickly. Demand for housing, 
both for rent and for sale, is expected to bounce back 
toward the end of 2020.

In 2020, we anticipate job losses of about 22.3 million, 
or -14.6%, with the unemployment rate expected to 
average 14%. Once businesses re-open and become 
fully operational, we will see surge in job gain, but 
by then, the total number of unemployed is expected 
to reach closer to 50 million. Of that, we expect 
approximately 28 million jobs to be recovered, with 
the remainder coming back by 2026.

U.S. HOME OWNERSHIP

After the Great Recession, perception of single-family 
homes as an investment changed among the U.S. 
households. The downturn was driven by single-
family housing, ultimately leading to a steep decline 
in home values. While home prices and demand 
remained subdued, but the magnitude of home price 
growth picked up starting in 2014, reaching peak 
growth of more than 7% by 2015, and averaging 5.5% 
from 2016 to 2019. 

The home price growth during the last cycle was 
attributed to lack of supply, as single-family developers 
remained extremely cautious when it came to building 
speculative housing. We expect home prices to 
decline in 2020, but then grow by an annual average 
of close to 3% from 2021 to 2026.

minimize impact of the 2020 economic downturn. 
Corporations can further aid in recover by making 
considerations such as:
• Focusing on how the pandemic impacts customers, 

supply chain, and workers, and finding innovative 
solutions 

• Investing in new sales channels.
• Making long-term investments in businesses, 

rather than short-term solutions.
• Invest in labor rather than capital. 
• Practicing rational decision making; After 

consumers, investment spending is vital to 
recovery. 
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The U.S. homeownership rate declined by 250 basis 
points from 1Q2008 to 1Q2020. A more severe decline 
took place among the age group most likely to rent 
(44 years old and younger), which declined by more 
than 450 basis points during the same time period. 
We expect homeownership rate to decline in 2020 
and remain below the long-term average during the 
forecast period, effectively helping apartment market 
fundamentals. 

Demographic trends reflect favorable apartment 
market fundamentals. Age groups more likely to rent 
are increasing. The Generation Z cohort particularly 
is growing, following the path of the millennials. This 
age cohort tends to prefer renting rather than buying, 
due to variety of reasons:
• Lifestyle changes: The average marriage age 

has increased, with couples having kids later in 
life. 

• Student debt: As millennials and GenZ leave 
college, they are expected to have at least 
$50,000 in student debt. 

• Preferences: This age cohort’s taste and 
preferences are tilted toward a “live-work-
play” environment, mainly provided by urban 
apartments. 

• The economy: An economic downturn, such as 
the one we are currently experiencing, would 
restrict home buying ability. 

During the last recovery, baby-boomers also boosted 
apartment rental numbers, demonstrating a greater 
demand for rental housing near many amenities, 
along with proximity to services and support. 

There is a perception that renting is relatively 
affordable versus buying. However, during the last 
recovery, as home prices took longer to recover, 
monthly apartment rents outpaced monthly mortgage 
payments. Mortgage and rent payments were similar 
from 2017 through 2019. We expect mortgage 
payments to outpace apartment rents during our 
outlook, as low mortgage rates usually translate to 
home-price increases. Furthermore, apartment rents 
are expected to drop more in 2020, relative to home 
prices.

Though the median apartment rent-to-income ratio 
stands at 30% of income, when adding rent and other 
costs, such as utilities, the ratio is closer to 50% of 
income for half of all U.S. renters. In larger metropolitan 
areas, even higher-income households, in some 
cases, are being pinched by the higher housing cost 
burdens, as rent growth outpaces income growth.

We expect housing affordability to favor the apartment 
industry, as the pace of home price growth, rising 
consumer debt and low household income growth will 
price many households out of the housing market.

U.S. APARTMENT
MARKET AND DRIVERS

• New supply in 2020 is expected to total 250,000 units, or 1% inventory growth, and average 350,000 
units from 2021 to 2026. Structural shifts from urban core to suburban living will take place later in 
the cycle, as in the short term, deals are already penciled in to deliver within urban locations. 

• Increase in job growth leads to increase in demand for apartments, which in turn leads to rent growth. 
The recent increase in job losses are expected to exert downward pressure on occupancy and rent 
growth by -2.6% and -8.6%, respectively, during 2020.

• We expect a relatively small decline in apartment revenue growth with growth expected to return 
once job growth returns.
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In examining the year-over-year movement, it is safe 
to say that the U.S. residential rental market saw more 
than ten years of continued growth in fundamentals. 
Since the Great Recession, apartment vacancy 
remained extremely low, with rent growth substantially 
higher than the inflation rate. New supply 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. Then came the pandemic-driven 
recession, which is expected to pause apartment 
market fundamentals’ healthy growth. Though some 
of the structural changes surrounding the pandemic 
to the apartment market will take longer time to 
materialize, fundamentals immediately after 2020 is 
somewhat can be predicted. 

OCCUPANCY AND EFFECTIVE RENT GROWTH

The U.S. apartment market occupancy rate averaged 
about 94% from 2010 to 2019, with a high of close 
to 95% in 2018, despite an increase in new supply. 
Much of the surge in apartment fundamentals after 
the Great Recession can be attributed to a release 
of pent-up demand after the second half of 2010. Job 
creation and a lack of new supply from 2010 through 
2012 also helped drive sector fundamentals. 

Since 2012, new supply increased, but so did job 
growth, leading to increased occupancy of newer units. 
From 2013 to 2019, demand outpaced supply by an 
average of 28,000 units per year. Apartment owners 
took advantage of tighter conditions, increasing 
effective rent growth by an annual average of little 
more than 3% during that time. Before February 2020, 

the start of the COVID-19 impact, we were expecting 
another year of healthy apartment occupancy of close 
to 95%, along with new supply deliveries similar to 
those reported in 2019. We did anticipate decelerating 
apartment rent growth in 2020 compared to the year 
before, but close to historical average of 3%.

Now, factoring in the impacts of the pandemic, we 
expect occupancy to decelerate by more than 250 
basis points compared to 2019, with rent growth 
decreasing by 8.6%. New supply is also expected to 
fall, as many new starts and completions are being 
pushed to 2021 and beyond. Longer term from 2021 
to 2026, we anticipate occupancy and rent growth to 
average 94% and 3%, respectively.   

APARTMENT REVENUE GROWTH

 Since the Great Recession, tight market fundamentals, 
supported by job growth and new renter household 
formation, contributed to a remarkable growth 
in occupancy and rent growth. Apartment rental 
revenue growth, combined change in rent growth and 
occupancy during the measurement period, averaged 
more than 3% from 2011 to 2019. During those years, 
household tastes and preferences were tilted towards 
renting, rather than buying. Furthermore, many 
demographic factors favored the apartment market.

We forecast apartment revenue growth to drop 
by 11.2% in 2020, which combines the change 
in occupancy of -2.6% and rent growth of -8.6%. 
By 2023, all lost revenue growth is expected to be 
recovered. 
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NEW SUPPLY AND INVENTORY GROWTH 

Since the Great Recession, low vacancy rates and 
strong rent growth kept apartment construction on 
the rise, passing long-term averages each year after 
2014. The delivery of new apartments in the U.S., 
as measured by the completion of five-plus units 
permitted, averaged more than 365,000 units, a 1.5% 
increase from 2014 to 2019. Peak delivery since the 
end of the previous downturn took place in 2019, 
with more than 394,000 units delivered for a 1.5% 
inventory growth.

During the first quarter of 2020, more than 600,000 
apartment units were under construction in the U.S. 
However, delivery dates of these units are expected to 
be pushed back to the next couple of years. In March 
2020, new starts on buildings with five or more units 
were cut in half, compared to January and February 
2020. We expect new supply to total 250,000 units, or 
1% inventory growth, in 2020, about 50 basis points 
below 2019’s inventory growth. The new supply 
is expected to average 350,000 units from 2021 to 
2026. Structural shifts from urban core to suburban 
living will take place later in the cycle, as in the short 
term, deals are already penciled in to deliver within 
urban locations. 

WHAT WILL DRIVE APARTMENT 
FUNDAMENTALS?

There is a high correlation between job growth and 
apartment market fundamentals. Increase in job 
growth leads to increase in demand for apartments, 

which in turn leads to rent growth. The primary reason 
for robust apartment market fundamentals following 
the Great Recession could be attributed to solid job 
growth during that period. Job seekers continued to 
find success in the U.S. in virtually every sector of the 
economy. Tech employment under Professional and 
Business Services industries produced more than 
2.1 million jobs from 2011 to 2019. The Construction, 
Manufacturing and Trade, Transportation and Utilities 
industries also produced healthy jobs (primarily blue-
collar jobs) to support workforce housing. Job gains 
in these industries totaled more than 6.4 million, an 
annual average growth of 2%, from 2011 to 2019.

In 2020, we anticipate job losses of about 22.3 million, 
or -14.6%, with the unemployment rate expected to 
average 14%. Once businesses re-open and become 
fully operational from now through the end of 2020, 
we will see surge in job gain, but by then, the total 
number of unemployed is expected to reach closer 
to 50 million. Out of that, we expect approximately 
28 million jobs will be recovered, with the remainder 
coming back during our forecast period.

These job losses are expected to exert downward 
pressure on occupancy and rent growth by -2.6% 
and -8.6%, respectively, during 2020. To give some 
perspective on job and apartment revenue growth, 
the U.S. lost more than 8 million jobs, with apartment 
revenue growth declining by about 8% during the 
Great Recession. There is, however, no direct 
relationship between the two, especially as rental 
housing is somewhat of an inelastic product; people 
need shelter, after all. We expect a comparatively 
smaller decline in apartment revenue growth with 
growth expected to return once job growth returns.
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TEXAS ECONOMY

With its four major metros – Austin, Dallas-Fort Worth, 
Houston and San Antonio – the state of Texas boasts 
one of the healthiest economies in the United States, 
second largest after California. The nominal value 
of the Texas economy is more than $1.80 trillion, or 
about 9.4% of the nominal value of the U.S. economy. 
During 2019, Texas employed more than 13.5 million 
workers, approximately 9% of total U.S. employment, 
with the unemployment rate averaging 3.5%. All 
four major metros recorded positive job growth, 
supporting wage and household income growth. 
The state has been known for its business-friendly 
environment, fewer regulations and no state income 
tax, attracting businesses looking to relocate. The low 
cost of living attracted workers to the state. And, prior 
to the COVID-19 outbreak, during the early months 
of 2020, Texas’ economic expansion continued at a 
rapid pace. 
The pandemic-driven recession is expected to 
decrease Texas’ GDP and job growth by 4% and 
11.2%, respectively. We expect unemployment rate 
to reach more than 14%. Between 2021 and 2026, 
GDP is expected to increase by an annual average 
of 2.4%, with job growth averaging 2.3%  during the 
same period.

We believe that states with metro areas of lower 
population density, higher shares of educated labor 
force and tech jobs, but lower shares of blue-collar-
type jobs, will recover lost jobs more quickly in the 
coming cycle. That said, state and metro dynamics 
differ, and an industry in one metro could gain or lose 
more jobs than the same industry in another. 

In Texas, TTU leads the share of jobs by 19.5% of 
total employment, followed by Government (Govt) 
at 15.7%, Prof&Bus (14.1%), Healthcare (11.9%) 
and L&H (10.8%), to round out the top five. Though 
employment by industry in Texas is fairly diversified, 
there are metros within the state where those 
industries expected to lag the recovery dominate. 
For example: Oil and Gas industry in Houston and 
Leisure and Hospitality in San Antonio dominate with 
higher shares of total employment. At the same time, 
stable jobs dominate in the other Texas metros, such 

as Tech in Austin and Dallas.
Trade, an integral part of the Texas economy, will be 
negatively affected. In February 2020, export data 
showed an increase in trade, but we are expecting 
agricultural, manufacturing and mining exports to 
decline in 2020 before picking back up in 2021.

• Texas’ overall diversified economy has helped to mitigate economic impact from the pandemic
• We expect Texas and other states with metro areas of lower population density, higher shares of 

educated labor force and tech jobs, and lower shares of blue-collar-type jobs to recover lost jobs 
more quickly in the coming cycle

• We expect Texas apartment revenue growth to decline by 8.8% in 2020, about 240 basis points less 
than the national decline of 11.2%. By 2022, almost all lost revenue growth is expected to be recovered. 

TEXAS ECONOMIC 
PERSPECTIVE
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TEXAS APARTMENT MARKET

Texas’ drivers of apartment demand are job growth 
and net migration. Healthy labor market conditions 
helped apartment market occupancy and rent growth, 
despite increase in supply. Low mortgage interest 
rates benefited the single-family housing market, 
resulting in record-breaking sales. 

From 2011 to 2019, Texas delivered about 440,000 
new apartment units at an inventory growth of 2.4%. 
During the same time period, demand outpaced 
supply by an annual average of 3,300 units per year, 
dropping vacancy by close to 300 basis points. In 
2020, demand for apartments in Texas is expected 

to turn negative with supply expected to revert to 
the historical average of 49,000 units. From 2021 to 
2023, we anticipate demand to outpace supply once 
again by an annual average of about 8,500 units. New 
supply is expected to outpace demand from 2024 to 
2026.

Texas apartment rental revenue growth averaged 
more than 3.8% from 2011 to 2019, with a high annual 
average growth of 6.9% in 2018. The historical annual 
average revenue growth was about 80 basis points 
higher than the nation. Since the Great Recession, 
tight market fundamentals, supported by job growth, 
increase in net migration and new renter household 
formation, produced above-average occupancy and 
rent growth. Among Texas’ four metros, Austin led with 
5% revenue growth in 2019, followed by San Antonio 
(3.9%), Dallas-Fort Worth (3.8%) and Houston (1%).

We expect apartment revenue growth to decline by 
8.8% in Texas in 2020, about 240 basis points less 
than the national decline of 11.2%. By 2022, almost 
all lost revenue growth is expected to be recovered 
and we expect annual average revenue growth of 
3.4% from 2021 to 2026. 

• Dallas: Stable apartment market and strong fundamentals provide an optimistic outlook, despite the 
expectation that apartment revenue growth decline by -4.6% in 2020 (notably one of the lowest rates 
seen in the country)

• Austin: We expect AUS to recover all lost jobs from the pandemic by 2023, as the metro meets two 
impact categories for faster recovery: Tech jobs and an educated labor force

• San Antonio: The revenue growth during the last cycle averaged 3.2%. We are expecting revenue 
growth to decline by -9.6% in 2020 before bouncing back to average 2.7% from 2021 to 2026.

CONTI ACTIVE MARKETS
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DALLAS-FORT WORTH (DFW)

DFW Apartment Revenue Growth: The DFW 
apartment market has remained stable since the 
Great Recession. Due to the strength of the apartment 
market fundamentals, the revenue growth between 
2011 and 2019 averaged 4.2%. We expect revenue 
growth to decline by -4.6% in 2020, one of the lowest 
rates seen in the country. From 2021 to 2026, the 
annual average revenue growth is expected to 
average 3.6%.

DFW Apartment Total Return: In 2020, we expect 
total return to decline by about 21%. However, all lost 
values are expected to recover by 2023. 

DFW Job Growth: During the last recovery, net 
migration to the area was above average, as 
companies relocated from across the nation, bringing 
new residents with them. The low cost of doing business 
and low cost of living attracts companies and people 
to the metro area as well. Once the current recession 
is over, we are expecting the unemployment rate to 
return to 3.4% by 2023. The diverse economy will 
help mitigate some of the volatility in job production.

AUSTIN (AUS)

AUS Apartment Revenue Growth: Due to the 
strength of market fundamentals, revenue growth 
during the last cycle averaged 4.2%. We are expecting 
revenue growth to decline by -6.9% in 2020. After 
2020, the annual average revenue growth is expected 
to average 3.9% during the forecast period.

AUS Apartment Total Return: In 2020, we are 
expecting total return to decline by about 18%. 
However, by 2023, all lost values are expected to 

be recovered. From 2022 to 2026, the total return is 
expected to increase by an annual average of 13.6%.

AUS Job Growth: In AUS, 61% of all Professional 
and Business Services jobs are tech jobs. Backed by 
these stable jobs, the metro area job growth averaged 
close to 4% from 2010 to 2019. We expect AUS to 
recover all lost jobs from the pandemic by 2023, as 
the metro meets two impact categories for faster 
recovery: Tech jobs and an educated labor force. 

SAN ANTONIO (SAZ)

SAZ Apartment Revenue Growth: During the last 
recovery, the SAZ apartment market occupancy 
averaged about 93%. Apartment supply and demand 
remained balanced in that most new supply was 
occupied from 2011 to 2019. The revenue growth 
during the last cycle averaged 3.2%. We are expecting 
revenue growth to decline by -9.6% in 2020. After the 
current downturn, the annual average revenue growth 
is expected to average 2.7% from 2021 to 2026.

SAZ Apartment Total Return: The market only 
began receiving institutional investor attention 
starting in 2011, so there is no historical benchmark 
for the decline in values. From 2011 to 2019, the 
total return averaged 8.5%. Based on the metro’s 
relationship to the state and U.S. returns and market 
fundamentals, we anticipate total return to decrease 
by little over 22%, due to the pandemic. All lost values 
are expected to be recovered by 2023. From 2022 
to 2026, the total return is expected to increase by 
an annual average of 11.1%, about 260 basis points 
higher than the historical average.

SAZ Job Growth: In SAZ, annual average job gain 
was 24,600, or 2.6%, from 2010 to 2019. During the 
same time period, the unemployment rate dropped 
from 7.2% in 2010 to 2.9% in 2019. The metro 
area has an above-average percentage share of 
Healthcare (14%), Leisure and Hospitality (13%) and 
Government (16%) jobs, compared to the state share 
of the same industries. We expect SAZ to recover 
all lost jobs from the pandemic late in the cycle, due 
to its large share of Leisure and Hospitality jobs. 
Healthcare and Professional and Business Services 
jobs will recover more quickly. We expect job growth 
to average 1.8% from 2022 to 2026.
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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. 

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. 

CONCLUSION
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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 42 assets (10,000+ apartment units) and executed over $1B in transactions. As a vertically 
integrated company, we currently own and operate a portfolio of 30 multifamily communities (8,600+ 
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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