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Since the pandemic 
began, we’ve known 
that true economic 
recovery would only 
come with effective 
control of the virus. 
Now that multiple 
vaccines are being 

widely distributed and 100 million U.S. adults have 
been fully vaccinated, states are relaxing restrictions 
and businesses are expanding capacity, offering a 
glimmer of hope for a return to normalcy, even in the 
wake of new cases. Recovery and, more importantly, 
growth are now on the horizon. 

Despite the challenges of the previous year, CONTI 
has continued to work diligently and ensure we are 
making the best decisions for our investors. I’m very 
proud of the hard work our entire team has shown, 
and I’m very optimistic about the direction we’re 
heading as we begin to emerge from this pandemic. 
The ability of our operations team to immediately 
adapt to each of our property’s needs has proven 
how valuable it is to have in-house professionals 
who manage our portfolio and are fully committed to 
enhancing performance daily. In addition, our ability 

A LETTER FROM THE CEO

as an entire company to work together and innovate 
has me excited about all the work we have been doing 
to better our offerings as well as the opportunities 
this year will bring for our investors. It is clear more 
than ever that CONTI has the company culture, core 
values, and the right people to Make It Happen!

As part of CONTI’s long-term strategy, CONTI is 
always acting with the future in mind. Recently, we 
added Chris Halpin as Chief Financial Officer and have 
launched a new Technology and Business Intelligence 
initiative to make CONTI a true technology leader 
in our industry. CONTI is always open to new and 
innovative ways to provide value to our investors. For 
the past two years, we have been working diligently to 
expand CONTI’s presence into established emerging 
markets within the U.S. Sun Belt states. We’re very 
excited to discuss these key regions in more detail 
below.

I am very grateful for our investors, and all of those 
we do business with, for your continued faith and 
support. And though we still have some work to do, 
the growing promise of a return to normalcy inspires 
us to continue to work in a way that truly embodies 
the CONTI spirit by making a difference.

All my very best,

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

As we move past the first quarter of 2021, we hope 
you continue to be safe and well. 

The state of Texas continues to lead the nation in 
terms of economic recovery related to the pandemic, 
with multiple companies announcing new relocations 
and expansion to the state and a continuing trend of 
domestic migration. Weather-related factors briefly 
stalled progress in February, but the state quickly 
rebounded, lifting the statewide mask mandate and 
easing capacity restrictions in early March, giving an 
instant boost to the economy. 

CONTI is increasingly encouraged by the positive 
momentum we’re seeing both internally and across 
Texas. In the wake of the severe weather the state 
experienced in February, our teams were able to 
take quick action to minimize damages and impact 
to our residents. Thanks to the team’s dedication, we 
are pleased to share that our portfolio is performing 
well. And with new economic stimulus measures in 
place, we expect to see continued growth through the 
remainder of the year.

We also continue to work towards 
building the team and the company 
with future opportunities in mind. 
We have welcomed Chris Halpin 
to our team as our new Chief 
Financial Officer. Chris has over 
20 years of experience in private 
equity, leading more than $2 
billion in financing transactions for 

alternative investments in his career. Additionally, we 
intend to establish ourselves as a 
technology leader in the industry, 
launching a new Technology and 
Business Intelligence arm, which 
will be led by our own Emily Liu, 
Vice President of Finance and 
Business Intelligence. Emily was 
also recently named a Finalist for 
D CEO’s Financial Executives 
Awards honoring the Dallas-Fort 
Worth’s top corporate finance 

executives. Her leadership and expertise have been 
integral to CONTI’s growth over the last six years. 

We are also expanding our 
geographic presence, adding 
offices and representatives in both 
Miami, Florida and São Paulo, 
Brazil. These new offices will allow 
us to provide more personalized 
service to our domestic and 
international investors in these 
regions. Marina Varella has been 
leading our efforts in Brazil and is 

dedicated to supporting and serving our investor base 
in that market.

CONTI REAL ESTATE

The Real Estate division of CONTI continues to strive 
for better, especially now that we can see the end of 
the pandemic drawing closer. In the first quarter alone, 
we were able to complete the sales of two properties, 

Arbor Creek (top) and Lakeside Apartments (bottom) - two 
CONTI dispositions that closed during 1Q2021

Chris Halpin, Chief 
Financial Officer

Emily Liu,
Vice President 
of Finance and 
Business Intelligence

Marina Varella, 
Investor Relations 
Manager - Brazil
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providing substantial returns to our investors, with 
more potential dispositions in the pipeline as well. 
See a Case Study on the sale of Arbor Creek in the 
Appendix on Page 28.  

Furthermore, although Texas’ strong market 
fundamentals have only solidified our belief that it is 
an economic powerhouse, CONTI also continues to 
research expansion opportunities beyond the Lone 
Star State. Our acquisitions team has spent the last 2 
years evaluating select states and metro areas across 
the Sun Belt region of the southern U.S. These areas 
have shown similar population growth and economic 
diversity to Texas, as well as increased investor 
interest due to their strong market fundamentals. We 
are confident that this expansive region will provide a 
wealth of promising opportunities.  

CONTI CAPITAL

As many of you may know, last year we launched 
CONTI Capital, a new division for the company. CONTI 
Capital offers debt & equity solutions to multifamily 

Tampa, Florida - a potential new CONTI market

sponsors throughout the United States, providing 
them an opportunity to partner with an established 
and proven real estate investment company with 
over a decade of industry experience. With our 
strong industry knowledge and reputation, we have 
cultivated a strategic partnership with a leader in 
real estate lending, producing an active pipeline of 
opportunities. Our Preferred Equity Fund provides 
investors with geographic and property diversification 
and stable returns. The Fund has already provided 
preferred equity to deals from Central Texas to South 
Dakota. 

Ultimately, the challenges created by the pandemic 
have shown us what is truly important: our health, 
our relationships, and the way we respond to life’s 
obstacles. Having spent much of the past year 
overcoming these many challenges, with little hope for 
resolution in sight, we are excited to be looking forward 
at the wealth of potential for growth and recovery. Our 
strong company foundation and continued dedication 
to making a difference has remained a guiding light as 
we move through the pandemic, and we will proudly 
work to continue identifying strong opportunities and 
maximizing the performance of our portfolio.  

CONTI Preferred Equity Fund transactions in 2020 
totaled $150 million across 24 assets 

Examples of properties acquired through our CONTI Preferred 
Equity Fund, both located in South Dakota. 

Workforce HousingStable New Properties

Senior Living Student Housing

Market Rate Housing Tax Credit Housing
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ACQUISITIONS &
INVESTMENT  INSIGHTS

Compared to a sluggish start to 2020, the first quarter 
of 2021 has shown promising signs of what is expected 
to be near-record volume. During the first 12 weeks of 
the year, CONTI’s acquisitions pipeline has averaged 
more than 70 properties, both on- and off-market, to 
evaluate week over week – an increase of 10% to 
20% above historic averages for sale activity.

As predicted in our 2020 Year End edition, we 
have seen a material shift of capital allocations 
into commercial real estate, primarily industrial and 
multifamily, leading cap rates to compress to new 
historic lows. The trend of migration from high-cost 
markets, primarily East and West coasts, to lower-
cost areas of living in the Sun Belt has continued 
to accelerate due to the pandemic and newfound 
flexibility afforded by remote work. This has driven 
unprecedented demand for capital investment 
attracted to Sun Belt markets. As a result, we have 
seen cap rates in Texas compress to nearly 4.0% 
and, in many cases, into the mid- and upper- 3% 
range. Additionally, in select cases for strong value-
add opportunities, we have even witnessed cap 
rates below 3.0% (tax-adjusted) in extremely robust 
markets such as Austin.

CONTI REAL ESTATE

While opportunities are plentiful, prices continue to 
set new high watermarks month over month. Driven 
by extremely strong population growth, both single 
family and multifamily occupancies in Sun Belt 
markets continue to remain robust, with rent growth 
beginning to recover and accelerate as we move 
through 2021. We expect to see this trend continue 
throughout the remainder of 2021, as Sun Belt 

markets, including Texas, recover more quickly than 
the high-cost coastal markets and investor demand 
in these markets remains high. Leveraging our deep 
relationships and remaining extremely nimble are our 
strongest assets as we work to find the unique market 
opportunities providing appropriate risk-adjusted 
returns and long-term success.

One of CONTI’s primary goals for 2021 is to diversify 
and expand investment opportunities beyond 
the state of Texas. Diversification affords more 
opportunities and additional flexibility over the long 
term. CONTI’s method for identifying and selecting 
expansion markets relies upon the aforementioned 
long-held demographic pattern of southern migration 
and population growth within the U.S. The primary 
measures of preferable markets and the fundamental 
determinants of housing demand, population, and job 
growth, indicate the Sun Belt’s regional dominance 
compared to the rest of the U.S.

As we define it, the Sun Belt includes Florida, 
Georgia, North Carolina, South Carolina, Alabama, 

• The first quarter of 2021 showed promise for a market rebound compared to a slow 1Q2020.
• Opportunities in the Sun Belt region are plentiful, even as prices continue to rise, and we expect rent 

growth to recover through 2021.
• In Texas, cap rates are being compressed as investment demand has risen. 
• CONTI has been exploring additional markets within the Sun Belt region outside of Texas, building 

toward expansion.
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Mississippi, Louisiana, Texas, New Mexico, and 
Arizona. Aside from their geographic proximity and 
warm climates, these markets share many favorable 
characteristics. Population growth in these markets 
has far outpaced the rate seen across the average 
American metropolitan (metro) area. From 2010 to 
2016, 22 Sun Belt metros accounted for nearly half 
of the nation’s entire population gain1. As seen in the 
figure below displaying select metros in the region, 
this pattern is expected to continue throughout the 
next decade. Beyond these positive trends, pro-
business environments, lower regulatory burdens, 
and housing affordability characterize these markets. 
Furthermore, these Sun Belt markets also possess 
significant economic momentum rising out of the 
pandemic, as noted in CONTI’s 2020 Year End report.

1 The Urban Sun Belt: An Overview. (2020, June 11)

CONTI CAPITAL

As previously mentioned, CONTI Capital is a new 
division focused on providing debt & equity solutions 
to multifamily sponsors throughout the United States 
while partnering with an established and proven 
real estate investment company with over a decade 
of industry experience. Last year we successfully 
launched the CONTI Preferred Equity fund, devoted 
to multifamily acquisitions and refinances that require 
additional equity investment in order to close. Over 
the last year, the fund has invested in over 1,520 units 
across multiple states. This area of our business is 
growing rapidly and we are bringing in new talent to 
lead the expansion of this division.

We are excited and inspired by the potential these 
markets possess and look forward to growing our 
portfolio, our networks, and our company with future 
expansions to these promising new areas. 

Example of property acquired through our CONTI Preferred 
Equity Fund, located in Austin, Texas.
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GLOBAL ECONOMIC
PERSPECTIVE

• With multiple vaccines approved, and distribution progressing, global recovery is on the horizon.
• World GDP is forecast to increase by an annual average of 4.9%; advanced economies are expected 

to post GDP growth of 4%, and EMDEs are anticipated to grow by 5.7%
• Most countries will recover all lost GDP by the end of 2022
• Some global travel restrictions are expected to ease throughout 2021, aiding in recovery for the 

Leisure and Hospitality industry as well as international trade. 
• Among the advanced economies, we anticipate the U.S. to lead the GDP growth category at 5.8% in 

2021. China will lead EMDEs GDP at close to 8.5%.

CURRENT STATUS OF THE GLOBAL ECONOMY

The coronavirus pandemic impacted almost every 
economic sector in the U.S. and abroad, with some 
hit harder than others. Double-dip downturns in most 
countries caused world GDP growth to contract by 
3.8% in 2020. 

Entering 2021, the good news was that multiple 
vaccines had been approved and distributed in 
increasing numbers. Despite this progress, the rate 
of virus infections passed its previous peak, with new 
variants leading to partial economic closedowns in 
many countries. 

Following the virus’s flare during the first half of 2020, 
fiscal policies and measures helped mitigate some 
of the pandemic-induced pain. Most economies 
began rebounding from decline during 3Q2020, but 
the strength of the recovery varied among countries, 
depending upon healthcare infrastructure and policy 
support effectiveness.

FORECAST: GLOBAL ECONOMIC 
DEVELOPMENT, REMAINDER 2021

With the pandemic relatively under control thanks 
to vaccines, 2021 will be an economic recovery 
year. However, it is evident that economic recovery 
largely depends on the effective distribution of those 
vaccines. The vaccines are expected to be widely 
available by mid-2021, thus we expect virus cases to 
decline in developed countries. Developing countries 
may still need some help from world organizations 
and developed countries to curb the pandemic. 

Moving into 2Q2021, we anticipate economic 
uncertainty to calm substantially. We forecast the 
world GDP to increase by an annual average of 4.9% 
in 2021; advanced economies are expected to post 
GDP growth of 4%, and EMDEs are anticipated to 
grow by 5.7%. Most countries will recover all lost GDP 
by the end of 2022, though there will be winners and 
losers within each region and industry. Among the 
advanced economies, we anticipate the U.S. to lead 
the GDP growth category at 5.8% in 2021. China will 
lead EMDEs GDP at close to 8.5%.

Our base case for all our forecasts (Global, U.S., and 
States) rests on the following scenarios:
• The wide availability of the vaccine to most 

countries and a meaningful decline of coronavirus 
cases and deaths by mid-2021. 

• Remote working policies remaining in place 
through the first half of 2021, relaxing later in the 
year.  

• Economies returning to normal activity by mid-
2Q2021, though improvement will vary by region.
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• Stimulus and policy actions passed by large 
economies starting to show positive results during 
the 2Q2021. 

• Some global travel restrictions relaxing, with the 
pace of travel picking up in 2H2021. 

• The hard-hit service industries, mainly Leisure 
and Hospitality, experiencing an increase in 
activity, producing outsized job and GDP growth 
during 2H2021.

• Better management of world conflicts, such as 
those involving international trade deals between 
the U.S. and China. The ability to manage 
disagreements between these countries can 
provide a clearer path for other nations, regarding 
trade.

Finally, in summary,
1. For most economies, in the short run, just re-

opening of the economy due to decreases in 
virus cases and increases in vaccine supply and 
vaccinations will create GDP and job growth. 

2. The uncertainty caused by COVID-19 should 
decline by mid-2021, leading to more economic 
stability.

3. Global trade is forecast to increase by 
approximately 7% in 2021, meaning improvement 
to the overall international economy. 

4. Job growth will boost consumer confidence and 
spending, which in turn is expected to increase 
business investment and economic growth. 
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U.S. ECONOMIC
PERSPECTIVE

• U.S. job recovery is well underway. Overall, during the first three months of 2021, job gains totaled 
1.62 million. The U.S. total employment is expected to reach the pre-pandemic level by the 2Q2023.

• Expect the U.S. GDP to grow by 5.8% in 2021, up 200 basis points (bps) from our previous forecast, 
and all U.S. GDP due to the pandemic to be recovered by the end of 2021.

• The American Rescue Plan is expected to aid recovery for many. Measures within the $1.9 trillion plan 
include consumer stimulus, extensions to the eviction moratorium and unemployment insurance, 
emergency rental assistance, and a state and local fiscal recovery fund to aid in public health efforts.

• The Biden administration is also expected to enact measures aimed at transportation infrastructure, 
affordable housing, climate change and global trade. 

• The housing market is expected to produce outsized contributions to economic recovery, as housing 
investments are typically accompanied by additional purchases of household items and appliances, 
which typically accounts for 12% to 13% of the GDP. 

At the beginning of 2021, approval was granted for 
the much-awaited vaccines, and distribution plans 
were put into action. Vaccination goals were also met 
during the 1Q2021.

At the same time, early in 2021, COVID-19 cases, 
hospitalizations, and deaths passed previous records. 
Additionally, weather-related shutdowns in February 
2021 hurt economic activity. However, robust job 
growth took place in March, reviving the recovery. 
Overall, during the first three months of 2021, job 
gains totaled 1.62 million.

Against this backdrop, and with the Biden 
administration firmly in place, we expect GDP to grow 
by 5.8% in 2021, up 200 basis points (bps) from our 
previous forecast. By the end of 2021, we expect the 
economy to recover all GDP lost due to the pandemic. 

The U.S. total employment is expected to reach 
the pre-pandemic level by the 2Q2023, with an 
exceptionally high upside to our forecast based on 
vaccinations, the magnitude of job growth during 
March 2021, and stimulus spending. We forecast 
job growth to increase by 1.9% in 2021. Longer-
term, through 2026, we expect annual job growth to 
average 1.7%.  

Tech and Finance jobs will be the first to reach 
pre-pandemic-level total employment by 3Q2021, 
followed by Healthcare, and Construction (2Q2022). 
By 2Q2023, the Manufacturing industry will have 
recovered all lost jobs, as there is stimulus money 
set aside for this industry that will help with growth. 
Demand for housing is expected to continue growing 
in 2021 and beyond, leading to a highly robust 
recovery in the construction industry. We also expect 
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most of the innovations to take place in industries 
that experienced severe impacts. Manufacturing 
companies are expected to relocate to the U.S. from 
overseas, to take advantage of the “Made in all of 
America” policy advantage. In doing so, they will 
apply more technology to production. 

TAILWINDS TO DRIVE U.S. ECONOMIC GROWTH

1. Supply of Vaccine, Increased Vaccinations, 
and Complete Re-opening: The increase in the 
supply of vaccines and an increase in vaccinations 
will help boost the supply of goods and services 
as well as aggregate demand in the U.S. 

2. The American Rescue Plan: The $1.9 trillion 
economic stimulus plan announced by President 
Biden became reality on March 11, 2021. The 
plan’s major elements are:
• Direct Aid to Consumers: Consumption 

accounts for about 70% of total GDP. 
Stimulus checks will help boost the economy, 
in the short run. Additionally, with improved 
economic confidence, we anticipate 2Q2021 
consumer expenditure to increase by close 
to 15%.

• Extended Emergency Unemployment 
Insurance: The plan both extends 
unemployment benefits through September 
6, 2021 and waives federal income taxes on 
the first $10,200 of unemployment benefits 
received in 2020.

• Child Tax Credit: The plan provides tax 
benefits to supplement family earnings. 

• Homeowner Assistance Fund: The $10 billion 
stimulus provides relief for the country’s most 
vulnerable homeowners.

• Emergency Rental Assistance: $21.6 billion 
has been provided for states, territories, 
and local governments to assist households 
unable to pay rent and utilities.

• Moratorium on Eviction: The federal 
moratorium on eviction was extended 
through the end of June. 

• State and Local Fiscal Recovery Fund: 
$350 billion in emergency funding has been 
provided for state, local, territorial, and 
tribal governments to remedy the mismatch 
between rising costs and falling revenues, 

enabling these entities to continue supporting 
the public health response. 

• Small Business Credit Initiative: The credit 
expansion initiative provides $10 billion in 
support to disproportionately impacted small 
businesses across the country. 

3. U.S. Corporations: We expect corporate profits to 
increase by about 10% in 2021, and by an annual 
average of 6.4% from 2022 to 2026. Coupled with 
fiscal stimulus and monetary assistance provided 
by the Biden administration, these funds should 
help stimulate growth going forward.

4. Outsized Contributions from Housing Market: 
Homeownership leads to the purchase of other 
household items, such as appliances and furniture. 
Residential investments average 3% to 5% of 
the GDP, while housing consumption spending 
typically averages 12% to 13% of the GDP. 

5. Positive Impact from Global Trade: International 
trade usually benefits participating countries. 
Expect decreasing tariffs to lead to increased 
global trade and increased U.S. exports.

6. Stock Market and Household Net Worth: One 
of the largest drivers of consumer spending in 
the U.S. is household net worth, mainly acquired 
through real estate equity and stock market growth. 
Due to the rapid increase in home prices, owners’ 
equity in real estate has increased by 8.5% during 
4Q2020. Similarly, the annual average growth 
rate in the stock market averaged more than 33% 
as of March 2021. We are forecasting household 
net worth to increase by more than 8% in 2021, 
boosting consumer spending, which in turn is 
expected to boost GDP and job growth.
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CHALLENGES TO U.S. ECONOMIC GROWTH

1. A Viral Third or Fourth Wave: Another surge 
in COVID-19 infections is possible following 
1Q2021, linked to recent events during the spring 
break or long-term summer holidays. Until we 
have complete control of the pandemic, reduced 
demand issues will continue to hinder economic 
growth. That said, the likelihood of another 
complete economic shutdown is low due to 
vaccine availability. 

2. Inflation: Too much money in the economy 
decreases the value of money, making goods and 
services more expensive, and leading to inflation. 
The passage of multiple stimulus measures to 
fight the economic impact of the pandemic, along 
with a record-low federal funds rate, will lead 
to a higher inflation rate. Understandably, the 
economic recovery is in the early stages, with the 
risk of robust inflation still more than a year away. 
However, it is important to analyze the costs 
and benefits of higher inflation and its impact on 
different investment vehicles. 

For decades, real estate, such as multifamily, has 
been used to hedge against inflation, using the 
strategies outlined below: 
• Multifamily rents typically increase during 

inflationary times. Short-term leases allow 
operators to adjust rent based on increases 
in expenses. 

• An increase in inflation increases construction 
labor and materials costs, ultimately 
impacting the new apartment supply in the 
market. 

• Higher construction and labor costs will also 
decrease the new supply of homes, which 

tends to price out many would-be home 
buyers and keep them as renters for a longer 
period.      

3. U.S. Financial Markets: The drastic divide 
between Wall Street and Main Street is evident 
between the general economy and the stock 
market growth, which points to the overvalued 
stocks market, progressing deeper towards 
bubble territory. Take a look at some indicators 
below:
• The Ratio of Total Market Cap to the U.S. 

GDP: Markets are well ahead of themselves, 
which creates large risk. Historically, the 
market cap normally trades at 80% of GDP. 
The U.S. GDP needs to double now to justify 
the levels to which the markets have climbed. 

• Earnings Yield: Earnings yield represents 
the percentage of a company’s earnings per 
share. The Wall Street investment managers 
use this ratio to determine optimal asset 
allocation. 

• Finally, during the housing and dot-com 
bubbles, the noise of brewing bubbles from 
the market was given well ahead of time. 
Despite this, and in both situations, investors’ 
irrational exuberance continued. Similar to 
the popping of previous bubbles, the stock 
price correction will hit the market abruptly.

BIDEN ECONOMIC AGENDA: THE AMERICAN 
JOBS PLAN

In early March 2021, the Biden administration, along 
with Congress, passed the $1.9 trillion American 
Rescue Plan, funding many economic agendas. By 
the end of March, President Biden announced The 
American Jobs Plan to set a path toward rebuilding 
the economy. Below is a list of spending the plan’s 
spending priorities:
• Transportation Infrastructure: About $621 billion 

will be directed toward traditional infrastructures 
such as roadways, railways, and bridges, with a 
focus on clean energy.

• Climate Change and Affordable Housing: 
The other half of the bill, which is not popular 
among Republicans, involves investments to 
reduce climate change and modernize schools, 
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exchange ruling, to real estate deals above 
$400,000. The 1031 exchange provides liquidity, 
especially during downturns. The elimination of 
the 1031 exchange will hurt apartment investors 
and renters as apartment transactions account for 
one-third of the exchanges. 

While such spending can be helpful, it’s important to 
note the potential issues of such a large plan, such as 
adding to the already high debt and deficit, inflation, 
and job cuts due to decreased corporate revenue. 

manufacturing hubs, and eldercare facilities.
• The Made in America Tax Plan: The corporate 

tax rate is expected to increase from 21% to 28% 
under the new tax plan. The plan also calls for a 
15% percent minimum corporate tax on income, 
as well as taxing the foreign income of large global 
corporations to discourage moving operations 
overseas.

• Future of 1031 Exchange: Though no clear 
plan exists as yet, the Biden administration 
may propose eliminating a portion of the 1031 

U.S. APARTMENT
MARKET AND DRIVERS

• Rent growth is forecast to increase by 2.65% during 2021. We also expect to see a 2.7% increase in 
revenue. All rent growth is forecast to be recovered by the end of 2021. 

• We are forecasting occupancy and rent growth to peak during 2022 at 95.7% and 4.5%, respectively.
• Metros with a higher percentage of an educated labor force with higher shares of office jobs in 

metros with lower population density are expected to fare better than others. 
• Population growth remained flat in 2020 compared to 2019, due to the pandemic’s impact on 

international migration. Migration from coastal gateway cities also accelerated during the pandemic, 
and is expected to continue through the recovery period. 

U.S. APARTMENT MARKET FUNDAMENTALS

The pandemic-driven recession paused the healthy 
growth seen since the Great Recession. During 
2020, the annual average occupancy and rent growth 
decreased by 0.3% and 1.2%, respectively. Similar 
to the K-shaped job growth fundamental recovery, 

apartment markets have experienced bifurcation from 
both the pandemic and subsequent recovery. 

While professionally managed apartments had a very 
minor impact, with a rent-collection rate of around 
95%, small privately-owned rental properties did not 
fare so well during 2020. 

The trailing 12 months annual average occupancy 
growth was 95.5% through 1Q21. We are forecasting 
occupancy to peak during 2022 at 95.7%. Long-term, 
from 2021 to 2026, we are forecasting annual average 
revenue growth to average 3.2%, about 50 bps higher 
than the last six years.

We are forecasting occupancy and rent growth to 
peak during 2022 at 95.7% and 4.5%, respectively. 
Long-term, from 2021 to 2026, we are forecasting 
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annual average revenue growth, which is a combined 
change in occupancy and rent growth, to average 
3.2%, about 50 bps higher than the last six years.

U.S. APARTMENT MARKET DRIVERS

Job Growth: Job growth declined by 5.8% or 8.72 
million jobs in 2020, with an average unemployment 
rate of 8.1%. When businesses re-opened in 2020, 
more than half the jobs lost due to the pandemic were 
recovered. Metros with a higher percentage of an 
educated labor force with higher shares of office jobs 
in metros with lower population density are expected 
to fare better than others. 

Single Family Housing Market: The homeownership 
rate increased by approximately 200 basis points to 
66.5% despite a double-digit increase in home prices 
due to lack of new inventory. Drastic mortgage rate 
cuts helped many sidelined home buyers become 
homeowners. Expect homeownership to decline 
once again starting in 2022, as more households shift 
toward renting for both financial and lifestyle reasons.

Population: Population growth remained flat in 
2020 compared to 2019. During the last few years, 
international migration to the U.S. has been declining. 
Within the U.S., the relocation away from east- and 
west-coast Gateway Cities accelerated in 2020. This 
trend is expected to continue in 2021 and 2022. The 
real estate data suggests that secondary markets in 
Sun Belt states, with lower costs of living and costs 
of doing business, benefited from this trend.  Expect 
population growth for the 18- to 44-year-old cohort to 
remain stable through 2026, keeping rental demand 
strong.

U.S. CAPITAL MARKET FUNDAMENTALS

NCREIF Total Return: Historically speaking, the 
apartment total return outpaced the NPI total return 
by close to 100 bps, pointing to increased investor 
interest in the property type. Apartment total return 
landed in positive territory during 2020, averaging 
1.8%, despite a 2% decrease in value. During 

1Q2021, we are estimating total returns to grow by 
2.2%, and as we move forward into the rest of the 
year, total return is forecast to grow by an annual 
average of 7.7%. 

RCA Apartment Transactions: According to Real 
Capital Analytics (RCA), apartment transaction volume 
from 2013 to 2019 averaged more than $150 billion, 
reaching a peak transaction of $191 billion in 2019. 
Over 7,000 apartment properties traded in 2020, at 
an average price per unit of $174,958, representing a 
year-over-year increase of 2.1%. 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. 

In 2021, expect high investor interest in suburban 
workforce housing (Class B and Class C apartments) 
in the middle of the country. However, this increased 
interest will make finding desirable properties difficult. 
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Note: CONTI is expanding our interest to include all of the states in the “Sun Belt.” In this report, we focus initially 
on a few standout states and metros for the purpose of illustrating the strength of the overall region.
• The aggregate total GDP of the six Sun Belt states was estimated at $4.23 trillion in 2020. If these 

states combined were a country, the aggregate economy would represent the fourth-largest economy 
in the world, including the U.S. as a whole. 

• From 2010 to 2016, 22 Sun Belt metros accounted for nearly half of the nation’s entire population 
gain, and this pattern is expected to continue throughout the next decade. 

• These states contribute an abundant amount of skilled and educated labor to the workforce, thanks 
to the many colleges and universities in the region

• Aside from their geographic proximity and warm climates, these markets share many favorable 
characteristics, including diversified economies, population growth rates exceeding those of other 
American metro areas, pro-business environments and housing affordability. 

SUN BELT STATES: ECONOMY AND 
APARTMENT MARKET FUNDAMENTALS

AGGREGATED ECONOMY OF SELECTED
SUN BELT STATES

The aggregate total GDP of the six Sun Belt states 
was estimated at $4.23 trillion in 2020. If these states 
combined were a country, the aggregate economy 
would represent the fourth-largest economy in the 
world, including the U.S. as a whole. 

From 2011 to 2019, the annual average GDP growth 
was 2.8%, about 50 bps higher than that of the nation. 
During 2019, Sun Belt states employed more than 
38.9 million workers, representing approximately 
25.8% of U.S. total employment. The 2020 pandemic-
driven recession decreased the Sun Belt GDP and 
job growth by 3.2% and 5.3%, respectively. GDP is 

expected to increase by an annual average of 2.8% 
from 2021 to 2026, with job growth to average 1.7% 
during the same forecast period. By early 2023, total 
employment is expected to pass the pre-pandemic 
high by 1.2%.

What Drives the Economy of the Sun Belt States?
1. Friendly Taxes and Regulations: Texas, Florida, 

and Tennessee are among nine states with no 
corporate and individual state income taxes, 
while the other states offer very friendly business 
regulations, leading to a low cost of doing 
business. Sun Belt corporate relocation and 
expansions in 2021 are expected to exceed those 
from 2019 and 2020. 

2. Educated and Skilled Labor Force: The universities 
in these states produce an abundant amount of 

-8%

-6%

-4%

-2%

0%

2%

4%

6%

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

1Q
21

E

20
21

F

20
22

F

20
23

F

20
24

F

20
25

F

20
26

F

Sources: CONTI, BEA, BLS

Selected Sun Belt States GDP and Job Growth
GDP Growth Job Growth



15www.contiorg.com

The CONTI Report
First Quarter 2021

skilled and educated labor, which also appeals to 
companies.

3. Comparatively Lower Cost of Living: Generally 
speaking, the two biggest reasons why people 
move are jobs and lower cost of living. Population 
growth creates economic activity and growth. 
Apartment rents across the Sun Belt states are 
about 20% less than the national average, and 
more than 25% less than California and New York.

4. Diversified Economy: People seeking jobs in Sun 
Belt states find them quickly, thanks to a diversified 
economy and a variety of industries. 

5. Central Location and Established Infrastructure: 
The Sun Belt states are not only connected to 
most other states through well-built highways, 
seaports, and airports but also offer direct flights 
to major international cities.

AGGREGATED APARTMENT MARKET 
FUNDAMENTALS OF SELECTED SUN BELT 
STATES

Some common and unique characteristics of 
apartment fundamentals in Sun Belt states include:
• High apartment supply and equally high, if not 

higher, demand.
• Comparatively affordable rental rates; renter 

households can find a range of prices for 
apartments. 

• Single-family and multifamily markets generally 
tend to remain balanced in the Sun Belt states. 
Although, we are currently experiencing a 
substantial increase in home prices, making 
renting more affordable. 

• While the core drivers of apartment fundamentals 
– jobs and population growth – continue to 

produce strong income growth, appreciation 
return is playing an increasingly important role in 
total apartment return. 

Historically, the apartment market fundamentals 
remained healthy in the Sun Belt states. From 2010 
to 2019, occupancy increased by more than 350 bps, 
reaching 95.6% by 2019. During that time, the annual 
average demand outpaced supply by close to 18,000 
units. Towards the middle of the last cycle, a rapid 
increase in supply had no real impact on occupancy, 
while rent growth outperformed the nation by more 
than 100 bps. Revenue growth, measured by the 
combined change in occupancy and rent growth, 
increased by 1.3% in 2020. During 1Q2021, revenue 
growth increased further by 1.7%.

In 2021, the annual average revenue growth is 
expected to increase by 2.9%. Longer-term, from 2022 
to 2026, we expect annual average revenue growth to 
average 3%, as robust fundamental growth returns 
during the second half of 2021. We are forecasting 
the delivery of approximately 750,000 units in the 
major metros of these six Sun Belt states, breaking 
down to an annual average inventory growth of 1.7%. 
The above-average apartment market fundamental 
growth, supported by healthy job and population 
growth, will support the new supply delivery.

Above-Average Net Domestic and International 
Migration will Benefit Apartment Market 
Fundamentals in Sun Belt States

Population: People are not only relocating from 
California metros to adjacent cities like Phoenix or 
Denver, but also further to Texas and other cities 
in Sun Belt states. The magnitude of this migration 
growth accelerated in 2020. The Sun Belt states’ 
diversified economy offers blue- and white-collar jobs, 
across every industry. Meanwhile, job growth is also 
the major driver of population growth.
The major components of change in population, 
domestic and international migration, remained stable 
during 2020. Between 2021 and 2026, we expect 
domestic and international migration to these states 
to total 4.9 million, about 1.3 million more than what 
occurred from 2015-2020. The above-average net 
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migration to the area will keep the apartment market 
healthy, at least through the next six years.

Balanced Single Family and Multifamily Markets 
Bodes Well for Overall Housing Market in Sun 
Belt States

Single Family Housing Market: Historically, single 
family and multifamily housing conditions in the 
Sun Belt states generally remain balanced, with no 
substantial advantage afforded to one sector or the 
other. Due to the lack of a new supply of homes, the 
rate of housing prices increased by double digits in 
2020, making affordability a real problem for home 
buyers. As a result, tastes and preferences are 
expected to continue tilting towards renting rather 
than buying, similar to the national trend.

SUN BELT STATES CAPITAL MARKETS 
FUNDAMENTALS

NCREIF Total Return: From 2010 to 2019, the 
selected Sun Belt state’s apartment and NCREIF 
Property Index (NPI) total return (all property return) 
were similar, at 10.4% and 10%, respectively. We are 
forecasting total returns to grow by an annual average 
of about 8% in 2021, about 20 bps higher than that of 
the U.S. From 2022 to 2026, annual total returns are 
expected to average slightly over 10%, similar to the 
long-term average experienced in the years following 
the Great Recession. 

RCA Apartment Transaction: Apartment transaction 
volume from 2013 to 2019 averaged close to 
$44 billion, or little more than 29% of the U.S. 
transactions. Peak transaction volume reached $57.4 
billion in 2019. During 2020, while transaction volume 
declined, approximately 1,476 apartment properties 
traded at an average price per unit of $160,077, 7.6% 
higher than 2019. The transaction cap rate in 2020 
was 5.1%, about 110 bps lower than the 2010 to 2019 
historical average. Transaction volume is expected to 
pick up the pace during the second half of 2021, with 
price-per-unit increases, and a 20 bps increase in cap 
rates.
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TEXAS (TX)
Texas, located in the U.S. 
south-central region, is the 
second-largest state by 
population. With its four major 
metros – Austin (AUS), Dallas-

Fort Worth (DFW), Houston (HOU), and San Antonio 
(SAZ) – Texas boasts one of the healthiest economies 
in the U.S. A healthy economy means a healthy rental 
market.

TEXAS AND MAJOR METROS APARTMENT 
MARKET FUNDAMENTALS

In 2020, demand for apartments decelerated, but 
remained in healthy territory, with supply reverting 
to the historical average of 49,000 units delivered. 
Occupancy remained stable during the pandemic-
driven recession, representing one of the healthiest 
apartment markets in the U.S. During 1Q2021, the TX 
apartment market remained full, at 95.5% occupancy. 
We forecast apartment revenue growth to increase by 
close to 3% in TX in 2021, about 30 bps higher than 
the U.S. We are forecasting annual average revenue 
growth of 3.5% from 2022 to 2026.

TEXAS AND MAJOR METROS APARTMENT 
MARKET DRIVERS

Economy: With its four major metros, TX boasts 
one of the healthiest economies in the United States. 
The real GDP of Texas, based on chained 2012 U.S. 
dollars, is more than $1.7 trillion, or about 9.2% of the 
real GDP value of the U.S. economy. During 2019, 
Texas employed more than 13.5 million workers. The 

state is known for its business-friendly environment, 
fewer regulations, and no state income tax, attracting 
businesses interested in relocating; meanwhile, the 
low cost of living attracts workers to the state. The 
pandemic-driven recession in 2020 decreased Texas’ 
GDP and job growth by 3.5% and 4.6%, respectively. 
Between 2021 and 2026, Texas’s GDP is expected 
to increase by an annual average of 2.8%, with job 
growth averaging 1.7%, or 240,000 jobs per year. 

Going into 2021, weather-related factors impacted 
some economic activity, but by early March 2021, 
Texas had opened once again, which helped job 
growth. Texas metros will recover all lost jobs about 
a year earlier than the nation. By 4Q2021, AUS is 
expected to recover all lost jobs, followed by DFW 
and SAZ, both of which are forecast to reach pre-
pandemic employment by 1Q2022. HOU will recover 
all lost jobs by 2Q2022. 

Population: The migration trend from expensive 
coastal cities to the middle of the country, mainly Sun 
Belt states, increased during the pandemic, as people 
relocated from densely populated and expensive 
urban cities. 

From 2010 to 2020, net domestic and international 
migration to Texas totaled about 2.2 million people. 
Population growth is expected to increase by 1.4% 
in 2021, and average 1.5%, or 450,000 people from 
2022 to 2026. We are forecasting healthy annual 
average population growth of 2.1%, or more than 
103,000, in the major Texas metros from 2021-2026. 
 
Single Family Housing Market: For-sale and for-rent 
housing conditions in TX generally remain balanced, 
with no substantial advantage afforded to one sector 
over the other. The nature of the pandemic pushed 
the homeownership rate in TX, and across the nation, 
well above the historical norm. The housing months of 
supply stood at 1.7 months, substantially down from 
the historical norm of about 6 months in 2020. The 
low inventory pushed home price growth of over 8% 
in 2020. 
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TEXAS CAPITAL MARKETS

NCREIF Total Return: From 2010 to 2019, the 
TX apartment and NPI total were 9.6% and 9.9%, 
respectively. Annualized apartment appreciation 
return turned negative in 2020, but positive income 
returns in TX kept the overall return at 2.1%. During 
1Q2021, we estimate total returns to increase by 3.2%, 
as values stabilize. We forecast total returns to grow 
by an annual average of about 8.3% in 2021, about 
60 bps higher than the U.S. During 2022 to 2026, total 
return is expected to average close to 10.4%. 

Among the major Texas metros, DFW total returns 
led the way in 2020 at 4.7%, followed by AUS at 3%. 
SAZ total returns were 2.2% in the same period, while 
HOU recorded -1.2%. We forecast all major Texas 
metros to produce an annual average total return of 
about 10% from 2021 to 2026. 

RCA Apartment Transaction: From 2013 to 2019, 
apartment transaction volume in the Texas major 

metros averaged close to $20 billion. The peak 
transaction reached $26 billion in 2019. During 2020, 
approximately 649 apartment properties traded at 
an average price per unit of $142,927, about 4.6% 
higher than in 2019. 

Among the major TX metros, AUS will record the lowest 
drop in transaction volume 1Q2021. Transaction 
volume is expected to pick up during the 2H2021 in 
all major TX metros, with price-per-unit and cap rate 
increases.
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Florida, located in the 
southeastern region of the 
U.S., is the third-largest state 
by population, with more than 
21 million people. While the 

state boasts many fairly large metro areas, this report 
will focus on the overall state and two metros: Orlando 
(ORL) and Tampa (TMP).

FLORIDA AND MAJOR FLORIDA METROS 
APARTMENT MARKET FUNDAMENTALS

Florida’s apartment market fundamentals are driven 
by the core driver of apartment demand: Job growth 
and net migration. Demand is also helped by mild 
weather, as “snowbirds” from around the country 
move there during the winter months.

The state delivers healthy amounts of new supply 
to accommodate population and household growth. 
Apartment demand, therefore, remained positive 

during 2020. We are forecasting an additional 
increase in occupancy during 2021 to 95.7%.

Florida’s apartment revenue growth is expected to 
increase by 2.9% in 2021. The growth rate is expected 
to increase during 2022 and 2023 to 5.1% and 4%, 
respectively. Among the major FL metros, TMP’s 
annual average revenue growth increased by about 
3.7% during 2020, and it increased further in 1Q2021, 
by 5.1%. 

FLORIDA (FL)
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During 2020, the populations of TMP and ORL were 
estimated at 3.2 and 2.6 million people, respectively. 
We are forecasting the annual average population 
growth of TMP at 1.6% from 2021 to 2026, totaling 
more than 3.5 million people. During the same period, 
ORL population is forecast to reach close to 3 million, 
with an annual average growth of 2%.

Single Family Housing Market: Historical 
homeownership rate from 2010 to 2020 averaged 
about 66.3%, with an approximately 300 bps increase 
in 2020 to 68.7% from 2019. Home prices also grew by 
close to 8% in 2020. Accelerating home prices and an 
outsized presence of younger people, with tastes and 
preferences tilted towards renting rather than buying, 
bodes well for apartment market fundamentals.

FLORIDA CAPITAL MARKET FUNDAMENTALS

NCREIF Total Return: The annual average apartment 
total return in Florida was 10.6% from 2010 to 2019. 
Despite the pandemic-driven recession, apartment 
total return remained positive at 3.2%. We anticipate 
apartment total return to increase by 7.7% in 2021, 
and to grow by an annual average of 10.6% from 
2022 to 2026. 

Both ORL and TMP posted positive apartment total 
returns of 4.2% during 2020. There was a mild decline 
in values, but healthy income return kept the markets 
in positive territory. We forecast an annual average of 
more than 10% total return from 2021 to 2026. 

RCA Apartment Transaction: FL apartment 
transaction volume from 2010 to 2019 averaged close 
to $8.2 billion, an annual average growth rate of about 
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FLORIDA AND MAJOR FLORIDA METROS 
APARTMENT MARKET DRIVERS

Economy: Florida has the fourth-largest economy in 
the U.S., employing more than 9.3 million in 2020. 
Historically, Florida’s economy has been strong, with 
GDP growth from 2013 to 2019 averaged 3.3%. The 
state produced an annual average of about 209,000 
new jobs per year, for a 2.3% growth rate. There is no 
state personal income tax in Florida, and the business 
environment is friendly.

The pandemic-driven recession decreased the GDP 
and job growth by 2.9% and 6.6%, respectively. We 
are forecasting annual average GDP growth of 4% in 
2021, with job growth of 2.9%. 

Though employment by industry in Florida is fairly 
diversified, with a fair amount of Professional & 
Business and Healthcare jobs, it is important for the 
Leisure and Hospitality industry to recover quickly, 
as the theme parks in Orlando and beaches of the 
greater Tampa area rely on. We are expecting TMP 
to recover all lost jobs by 1Q2022. Orlando is forecast 
to reach its pre-pandemic job level by 1Q2023. Job 
growth in Tampa and Orlando is expected to average 
2.2% and 2.5% from 2021 to 2026, respectively. 

Population: Population growth in FL averaged about 
292,000 people annually, or 1.5%, from 2011 to 2020. 
Although population growth in early 2021 was slightly 
lower than this historical norm, due to a decline in 
international movement, it was comparatively better 
than most other states. Population growth during the 
2021 to 2026 outlook is forecast at a similar rate to 
the historical norm. 
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20%. The peak transaction of more than $12.7 billion 
was reached in 2017. During 2020, FL transactions 
totaled $10.9 billion. 

GEORGIA (GA)
Georgia, located in the 
southeastern region of the 
U.S., is the eighth largest state 
by population. There are six 
moderately large metros in the 

state, but we will only focus on the metro of Atlanta 
(ATL).

GEORGIA AND MAJOR METROS APARTMENT 
MARKET FUNDAMENTALS

From 2011 to 2019, apartment demand in the state 
of Georgia outpaced supply by an annual average 
of 2,800 units per year, leading to a 400 bps drop in 
vacancy. The pace of both supply and demand was 
more than halved during 2020 due to the pandemic. 
Still, demand remained in the healthy positive territory 
and occupancy averaged 94.9%. We forecast 
statewide apartment revenue growth to increase by 
2.9% in 2021. By the end of 2021, the occupancy and 
rent levels are expected to pass pre-pandemic levels. 
Longer-term, from 2021 to 2026, we expect annual 
average revenue growth of 3.6%, about 40 bps higher 
than the national average.

According to 2020 and 1Q2021 data, the impact 
of the pandemic on the ATL apartment market was 

virtually nonexistent. We are forecasting the metro to 
produce revenue growth of 4.5% in 2021. From 2022 
to 2026, annual average revenue growth is forecast 
to increase by 3.7%, about 50 bps higher than the 
nation. 

GEORGIA AND MAJOR METROS APARTMENT 
MARKET DRIVERS

Economy: The real GDP of Georgia, based on 
chained 2012 U.S. dollars, is more than $533.6 billion. 
During 2019, Georgia employed close to 4.97 million 
workers. The state is known for its business-friendly 
environment and few regulations, attracting corporate 
relocations. The low cost of living also attracts 
workers to the state. The pandemic-driven recession 
decreased the state’s GDP and job growth by 2.5% 
and 4.5%, respectively. Between 2021 and 2026, the 
state’s GDP is expected to increase by an annual 
average of 3%, with job growth averaging 83,000 jobs 
per year, or 1.7%, during the same period.

ATL is home to several Fortune 500 companies. 
Affordability and abundance of entry-level blue-collar 
jobs attract people from more expensive metro areas. 
By 4Q2021, ATL is expected to recover all lost jobs 
from the pandemic, over a year earlier than the nation. 
We forecast the job gain to average 48,500 annually, 
or 1.7%, from 2021 to 2026. 

Population: From 2010 to 2020, net domestic and 
international migration to Georgia totaled about 
498,000 people. Population growth is expected 
to increase by annual average growth of 1.1%, or 
123,000 people, from 2022 to 2026. 

ATL is GA’s most populous metro area, with about 6.1 
million people in 2020. From 2011 to 2020, ATL gained 
about 800,000 people, for annual average growth of 

Cap rates in ORL and TMP averaged 4.7% and 
5.1%, respectively, in 1Q2021. Transaction volume is 
expected to pick up the pace during the 2H2021, as is 
price per unit, with a slight increase in cap rates. 
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1.4%. From 2022 to 2026, we forecast healthy annual 
average population growth of more than 91,000, or 
1.5%. 

Single Family Housing Market: The GA 
homeownership rate declined each year from 2010 
to 2016, bottoming out at 62.3%. From that point, the 
rate gradually increased between 2017 and 2019, but 
remained below the long-term average. The nature 
of the pandemic pushed the homeownership rate to 
the similar rate seen during 2010, representing about 
300 bps higher than 2019. Meanwhile, low inventory 
pushed home price growth close to 9% and 10% in 
2020 and 1Q2021, respectively. 

In ATL, home price growth averaged 7.7% from 2014 
to 2019. In 2020, home prices increased by more 
than 12%, and we are forecasting another double-
digit growth rate in 2021, keeping would-be buyers 
sidelined.

GEORGIA CAPITAL MARKET FUNDAMENTALS

NCREIF Total Return: Annualized apartment 
appreciation return turned mild negative in 2020, but 
positive income return maintained the overall return at 
3.4%. We forecast total returns to grow by an annual 
average of about 7.5% in 2021. From 2022 to 2026, 
total return is expected to average close to 10%, 
over 300 bps higher than the apartment total return 
experienced from 2016 to 2020. Georgia’s major 
metros tend to have low apartment return volatility 

and stable income growth. Due to an increase in 
suburban relocations during 2020, newer apartments 
in urban core locations might lose value in 2021, 
whereas suburban locations could still experience 
growth.
Note: The Georgia (state) and ATL (metro) returns are 
similar in the NCREIF database as no other metro is 
tracked.
 
RCA Apartment Transaction: During 2020, 
transaction volume totaled about $8.1 billion. During 
1Q2021, estimated apartment transaction volume 
remained similar to that in 2020, only falling by 0.2%. 
Transaction volume is expected to pick up during the 
second half of 2021, with the price per unit and cap 
rates increasing as well.
Note: The Georgia (state) and ATL (metro) returns 
are similar in the RCA database as no other metro is 
tracked. 

TENNESSEE (TN)
Tennessee is located in the 
southeastern region of the 
U.S. With five metros in the 
state, our metro of interest is 
Nashville (NASH).

TENNESSEE AND MAJOR METROS APARTMENT 
MARKET FUNDAMENTALS

From 2011-2019, demand for apartments in the state 
of TN outpaced supply by an annual average of 950 
units per year, dropping vacancy by close to 230 

bps. Both paces of supply and demand were similar 
in 2019 and 2020. Apartment occupancy remained 
stable in 1Q2021 at 95.2%. By the end of 2021, rent 
levels are expected to pass pre-pandemic levels. 
Longer-term, from 2021 to 2026, we are forecasting 
annual average revenue growth of 3.2%, similar to 
the national average.

During 1Q2021, NASH has recorded a revenue 
decline of 2.7%, but growth should pick up starting 
2Q2021. In fact, we forecast a 5.1% increase by 2022. 
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TENNESSEE AND MAJOR METROS APARTMENT 
MARKET DRIVERS

Economy: The real GDP of TN, based on chained 
2012 U.S. dollars, is more than $312.4 billion. The 
state is known for its business-friendly environment, 
fewer regulations, and no state income tax, which is 
attractive to businesses interested in relocating. The 
low cost of living also attracts workers to the state. 
The pandemic-driven recession in 2020 decreased 
the state’s GDP and job growth by 4.9% and 5.4%, 
respectively. Between 2021 and 2026, the state’s 
GDP is expected to increase by an annual average of 
2.9%. During the same period, job growth is expected 
to average 1.5% or 48,000 jobs per year.

NASH has a higher percentage of Professional and 
Business Services and Tech jobs than the U.S. average. 
In addition, music and tourism create a good amount 
of blue-collar Leisure and Hospitality jobs. Given the 
anticipated higher vaccine availability, acceleration of 
Leisure and Hospital jobs is anticipated. Meanwhile, 
stable, white-collar jobs come from Tech startups and 
the Healthcare industry. We are forecasting NASH to 
recover all lost jobs by 4Q2021. Long-term, from 2021 
to 2026, the annual average job growth is forecast at 
2.2%.

Population: From 2010 to 2020, net domestic and 
international migration to TN totaled about 381,000 
people. We anticipate a growth rate of 0.9% through 
2021 and a similar annual average from 2022 to 
2026. TN’s total population is expected to reach 7.248 
million by 2026. 

NASH is the state’s most populous area, with close to 
2 million people in 2020, approximately 29% of TN’s 
population. NASH’s annual average population growth 
from 2011 to 2020 was 2.1%. We are forecasting 
healthy annual average population growth of 1.8%, 
or more than 37,000 people per year, from 2022 to 
2026. NASH’s cost of living is about 3% lower than 
the national average. 

Single Family Housing Market: The pandemic 
pushed the state’s homeownership rate to 70% in 
2020, about 120 bps higher than in 2019. Meanwhile, 
low inventory increased home price growth by more 
than 10% during the early months of 1Q2021. 

The homeownership rate in NASH increased to 
69.7% in 2020. Home price growth averaged 8.5% 
from 2014 to 2019. From 2021 to 2026, the annual 
average home price growth is forecast to be close to 
5%.

TENNESSEE CAPITAL MARKET FUNDAMENTALS

NCREIF Total Return: Annualized apartment 
appreciation return was positive in 2020, with income 
returns of 4.6%. We forecast total returns to grow by 
an annual average of about 8% in 2021, about 30 
bps higher than the national total return. From 2022 
to 2026, total return is expected to average close to 
10%, over 230 bps higher than the apartment total 
return recorded from 2016 to 2020. 

Despite the pandemic, NASH apartment total return 
remained in positive territory, at 4.3%. We forecast 
apartment total return to increase by 9% in 2021, and 
by an annual average of 12.3% from 2022 to 2026.

-7%
-5%
-3%
-1%
1%
3%
5%
7%
9%
11%

 (200)

 (150)

 (100)

 (50)

 -

 50

 100

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

1Q
21

E

20
21

F

20
22

F

20
23

F

20
24

F

20
25

F

20
26

F
Sources: CONTI, BLS

TN Job Gain, Job Growth and Unemployment Rate

Job Gain ('000) Job Growth (%) Unemployment Rate



23www.contiorg.com

The CONTI Report
First Quarter 2021

NORTH CAROLINA (NC)
North Carolina (NC), located 
in the southeastern region of 
the U.S., is the ninth-largest 
state by population. While the 
state boasts many moderately 

large population centers, this report will focus on 
state-level data and the metros of Charlotte (CHAR) 
and Raleigh/Durham (RAL-DUR).

NORTH CAROLINA AND MAJOR METROS 
APARTMENT MARKET FUNDAMENTALS

NC’s apartment market fundamentals remained 
healthy after the Great Recession. Demand outpaced 
supply from 2011 to 2020, dropping vacancy by close 
to 110 bps. Apartment demand remained in the positive 
territory during 2020. NC apartments occupancy 
was 95.1% in 1Q2021, and we are forecasting an 
additional increase in occupancy during 2021 of 
95.3%. We also anticipate NC’s apartment revenue 
growth to increase by 2.5% in 2021, 4.7% in 2022, 
and 3.7% in 2023. 

Among the major NC metros, CHAR’s annual average 
revenue growth increased by about 2.6% during 
1Q2021. From 2022 to 2026, we are forecasting 
annual average revenue growth in CHAR and RAL-
DUR at 3.4%.

NORTH CAROLINA AND MAJOR METROS 
APARTMENT MARKET DRIVERS

Economy: The real 2020 GDP value of the NC 
economy, based on chained 2012 U.S. dollars, is 
more than $498.7 billion. NC’s total employment 
during the same period was about 4.6 million.

In 2019, all major metros recording positive job 
growth, as well as wage and household income 

growth. The economy was driven by healthy personal 
consumption with annual expenditures growing by 
4.5% between 2013 and 2019. The pandemic-driven 
recession decreased the job and GDP growth by 
6.1% and 2.5%, respectively. Going into 2021, the 
NC economy started improving meaningfully. We are 
forecasting annual average GDP growth of 2.8% in 
2021, and 1.7% job growth. From 2021 to 2026, we 
expect the annual average GDP and job growth rate 
of 2.1% and 1.7%, respectively.

CHAR’s employment is driven by two stable industries: 
Professional and Business Services and Finance. We 
forecast that the metro will recover all pandemic-lost 
jobs from the pandemic by the end of 2022. In RAL-
DUR in 2020, 21.1% of total employment belonged 
to Professional and Business Services jobs, and 
11.4% were Tech jobs. Backed by these stable jobs, 
the metro is expected to recover all pandemic-lost 
jobs by 4Q2022. We see upside to the forecast, as 
the metro meets two important categories for faster 
jobs recovery: tech domination and an educated labor 
force.       

Population: NC population growth averaged about 
1.1% growth per year, or 105,200 people total, 
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RCA Apartment Transaction: During 2020, 
transaction volume totaled about $2.4 billion. The 
estimated 1Q2021 apartment transaction volume was 
$2.2 billion. In 2020, the NASH apartment transaction 
volume totaled $1.8 billion, down roughly 11% year 

over year. About 52 apartment properties traded 
in 2020, at an average price per unit of $181,517. 
Transaction volume and price-per-unit metrics are 
expected to increase during the second half of 2021.
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from 2011 to 2020. In 1Q2021, NC experienced 
comparatively better migration than most other 
states in the nation, although international migration 
decreased due to the pandemic. Population growth 
during the 2021-2026 outlook is forecast to average 
more than 16,400 people, higher than the historical 
average. 

During 2020, the CHAR and RAL-DUR populations 
were estimated at over 2.6 million and 1.4 million 
people, respectively. We are forecasting an annual 
average population growth of CHAR at 1.7% from 
2021 to 2026, which will total close to 3 million people 
by the end of 2026. During the same period, the RAL-
DUR population is forecast to reach close to 2 million 
people, with an annual average growth rate of 2.2%.

Single Family Housing Market: The magnitude 
of home price growth was more than 10% in 2020, 
a never-before-seen historic high. The historical 
homeownership rate from 2010 to 2020 averaged 
about 66.8%. Due to the lack of new housing inventory 
and historically low mortgage rates and demand 
spurred by the nature of the pandemic, the high 
pace of home price growth is expected to continue 
through 1Q2021. Accelerating prices and an outsized 
presence of younger people in NC bodes well for 
apartment market fundamentals.

In CHAR, home price growth passed historical highs in 
2020. From 2021 to 2026, home prices are expected 
to grow by an annual average of 6.5%. The RAL-DUR 

historical homeownership rate averaged about 66% 
from 2010-2020. This rate increased by 610 bps to 
69% from 2019 to 2020, despite a 12.5% increase in 
home prices.

NORTH CAROLINA CAPITAL MARKET 
FUNDAMENTALS

NCREIF Total Return: From 2010 to 2019, NC’s 
annual average apartment total return was 10.8%. 
Despite the pandemic-driven recession, apartment 
total return remained positive at 5.9%. We expect 
apartment total return to increase by 8.3% in 2021, 
and grow by an annual average of close to 10% from 
2022 to 2026. In 2020, CHAR and RAL-DUR posted 
positive apartment totals return of 5.5% and 6.1%, 
respectively. We forecast an annual average of close 
to 11% total return from 2021 to 2026 for these metros. 

RCA Apartment Transaction: From 2010 to 2019 
NC’s apartment transaction volume averaged close 
to $3.7 billion, an annual average growth rate of over 
31%. The peak transaction volume of more than 
$7 billion was reached in 2019, before falling to $6 
billion in 2020. Transaction volume in CHAR totaled 
over $3.5 billion, while RAL-DUR transaction volume 
totaled about $2.5 billion in 2020. Transaction volume 
is expected to pick up during 2H2021, as is price per 
unit.
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SOUTH CAROLINA (SC)
South Carolina is located 
in the southeastern region 
of the U.S. While the state 
boasts many moderately 
large population centers, this 

report will focus on the overall state and Columbia-
Orangeburg-Newberry, SC (COL, SC) 

SOUTH CAROLINA AND MAJOR METROS 
APARTMENT MARKET FUNDAMENTALS

SC’s apartment market fundamentals remained 
healthy after the Great Recession. Demand outpaced 
supply between 2011 and 2020. SC apartment 
occupancy increased to 96% in 1Q2021, and we 
are forecasting that to remain stable throughout the 
remainder of the year.

During 2020 and 1Q2021, the annual average revenue 
growth in COL, SC increased by about 5%. There 
was no impact from the pandemic on the apartment 
market fundamentals in the metro area. From 2021 
to 2026, we are forecasting annual average revenue 
growth of 3.6% for the metro.

SOUTH CAROLINA AND MAJOR METROS 
APARTMENT MARKET DRIVERS

Economy: The real 2020 GDP value of the SC 
economy, based on chained 2012 U.S. dollars, is 
more than $206.2 billion. SC total employment during 
the same period was over 2.2 million.

All major metros recorded positive job growth, as 
well as wage and household income growth in 

2019. The economy during this period was driven 
by healthy personal consumption expenditure at an 
annual average growth of 4.1%. The pandemic-driven 
recession decreased job and GDP growth by 2.8% 
and 4.1%, respectively, in 2020. Going into 2021, the 
SC economy started to meaningfully improve. We 
are forecasting annual average GDP growth of 2.8% 
with a 1.8% job growth rate for 2021. From 2021 to 
2026, we are forecasting annual average GDP and 
job growth of 2.1% and 1.7%, respectively.

We also anticipate that COL, SC will recover all 
pandemic-lost jobs by the end of 2021, about a year 
earlier than the U.S. Longer term, 2021 to 2026, job 
growth is forecast to average 1.4% annually.

Population: Annual population growth in SC from 
2011 to 2020 averaged about 58,400 people or a 
1.2% growth rate. Net domestic and international 
migration from 2011 to 2020 totaled 468,000 people. 
Annual average population growth during the 2021 
to 2026 outlook is forecast over 68,100, about 9,700 
more people than the historical average. 

In 2020, COL, SC’s population was estimated at over 
842,000 people. From 2021 to 2026, we expect the 
COL, SC population to reach close to 883,000 people. 

Single Family Housing Market: Home prices grew 
more than 7% in 2020, a historic high rate not seen 
since 2010. Between 2010 and 2020, the historical 
homeownership rate averaged over 72%. In 2020, 
the homeownership rate stood at 73.5%, a year-over-
year increase of 100 bps. Due to the lack of new 
housing inventory, historically low mortgage rates, 
and demand spurred by the nature of the pandemic, 
the pace of home price growth is expected to continue 
close to a 9% rate in 2021. 

The cost of living in COL, SC is lower than in the 
overall state, thus single-family homes are cheaper 
in comparison. We expect home prices to cool after 
next year, when supply and mortgage rates increase, 
tempering demand. 
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SOUTH CAROLINA CAPITAL MARKET 
FUNDAMENTALS

NCREIF Total Return: From 2010 to 2019, SC’s 
annual average apartment total return was close 
to 10%. Despite the pandemic-driven recession, 
apartment total return remained in positive territory 
at 2.8%. We are forecasting apartment total return 
to increase by 7.7% in 2021, and grow by an annual 
average of close to 10% from 2022 to 2026. 
Note: Neither NCREIF nor RCA track COL, SC thus 
no data is available.
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While the economic crisis created by the COVID-19 
pandemic is not entirely over, we are starting to see 
several promising signs of recovery the world over. 
Vaccine distribution is accelerating in developed 
countries, boosting public confidence in returning to 
normalcy, prompting governments to begin reopening 
efforts, and strengthening the belief that the end of 
the pandemic may be near. 

Most countries are expected to recover all lost GDP 
by the end of 2022, although that recovery may 
vary by industry and location. As travel restrictions 
ease, the Leisure and Hospitality industry, as well as 
international trade, will receive needed lift. Among 
the advanced economies, we anticipate the U.S. to 
lead the GDP growth category at 5.8% in 2021, while 
China will lead EMDEs GDP at nearly 8.5%.

In the U.S., the first quarter of 2021 alone saw job 
gains totaling 1.62 million. Adding to this momentum, 
the U.S. passed a $1.9 trillion stimulus package, 
which will provide aid to all levels of the economy, 
from corporations to small businesses, and public 
administration to individual consumers. With these 
measures in place, the U.S. GDP is expected to grow 
by 5.8% in through the remainder of the year. We 
also expect the Biden administration to enact policy 

to improve transportation infrastructure, fight climate 
change, and provide affordable housing.

The housing market is, in fact, expected to produce 
outsized contributions to economic recovery this 
year. Housing investments are typically accompanied 
by additional purchases of household items and 
appliances, which typically accounts for 12% to 13% 
of the GDP. Additionally, commercial real estate 
investments, especially professionally managed 
apartments, have provided more stable performance 
indicators, such as occupancy and rent growth, than 
other investment types.  Investment interest has also 
increased in the central Sun Belt region of the U.S. 
Migration from high-cost coastal cities continues 
to accelerate following the pandemic due to their 
reasonable costs of living and doing business and 
abundant labor force. For these reasons, CONTI 
continues to explore Sun Belt markets for expansion 
outside of Texas. 

Following a year of economic compression, we are 
encouraged by the signs of growth and rebound we are 
seeing across the market. Looking ahead, CONTI will 
continue to identify and explore new opportunities for 
the betterment of our business and our stakeholders. 

CONCLUSION
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CONTI is a leading real estate investment company offering capital solutions to acquire, 
manage, and sponsor real estate investments throughout the U.S. With more than $1 Billion in 
Assets Under Management, CONTI provides risk-adjusted returns to investors worldwide. The 
company’s dedication to creating long-term value through a unique set of systems, processes, 
and relationships, combined with a strong set of core values sets it apart in the industry. Founded 
in 2008, CONTI is headquartered in Dallas, Texas and continues to expand its presence, with 
satellite offices in Miami, Florida and São Paulo, Brazil to better serve our investors.
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ARBOR CREEK: ACQUIRED DEC. 2016, SOLD IN MAR. 2021 
280 Units | 1984 Built | 4.3 Year Hold

Arbor Creek Apartments, a 280-unit property located in Lewisville, on the northwest side of the Dallas-Fort 
Worth area.

The renovation budget for this property 
was $1,758,350 ($6,280 per unit). The 
completed improvements were:

• Upgraded property entrance and
new signage

• Refurbished the parking lot, car
ports and fences

• Upgraded 240 Units to a higher
standard than when acquired

• Installed plumbing fixtures for
water conservation efforts

• Refreshed the club house and
pools

• Added a dog park

At sale, we were able to deliver to our investors: 
• 1.72 equity multiple
• 16.5% average ROI (14.6% business plan)
• 15.8% IRR

Value creation for investors was driven primarily by capital appreciation.

Acquisition Disposition Growth

Purchase/Sale 
Price

Net Operating 
Income (NOI)

Avg. Effective Rent 
per Month

Physical 
Occupancy

Cap Rate

APPENDIX:
CASE STUDY - ARBOR CREEK SALE

$24,600,000 $37,400,000 52%

$1,527,600 $1,619,420 6%

$810 $929 14.6%

95% 92% n/a

6.21% 4.33% n/a
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