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The Multifamily Housing Cycle: Historical Trends and Future Outlook

The current multifamily landscape is best understood within the context of the past eighteen years (2008-2025).

A Decade of Overbuilding Preceding
the Great Financial Crisis (GFC)

In the decade leading up to the GFC, single-family
and multifamily housing was overbuilt as starts
surged to an average of 1.7 million units per year,
outpacing the annual average of 1.5 million starts
per year since 1959. As a result of increased supply,
national occupancy fell to 93%, below the 94.5%
average from the previous 25 years.

2020: Capital Lockup and Slowed Starts,
Increasing the Supply Gap

In 2020, during the COVID-19 shutdowns, we saw a
freeze of capital and much lower starts for a period of
9 to 12 months, exacerbating the housing shortage.

2021-2022: Inflation and
Housing Costs Surge

Inflating rents, rapidly increasing housing values and
general inflation skyrocketed in 2021 and 2022.

2023-2024: Demand Slows Then Rebounds,
Absorption Outpaces Supply

Demand softened in 2023 but rebounded in 2024,
with national absorption outpacing even the
elevated level of deliveries.

2024: Occupancy Holds Strong
Amid Record Deliveries

National occupancy ended 2024 higher than where it
began, despite the record supply originating from 2021
and 2022 starts, and the U.S. continues to face a
fundamental housing shortage.

2025: Demand Outpaces Supply

Despite a surge in deliveries originating from 2021 and
2022, demand for apartments remains strong, with Q1 and
Q2 each setting absorption records for their respective
quarters since RealPage began collecting data in 2000.
Annual absorption for the 12-month period ending Q2 2025
is the highest on record at 882,000 units, outpacing annual
supply by 288,000 units.

2026-2028: New Cycle Emerging _

The slowdown in multifamily starts from 2023 to 2025 is
expected to result in significantly lower deliveries in 2026,
2027, and 2028, setting the stage for a more favorable
supply-demand dynamic. As this imbalance emerges, we
anticipate a return to rent growth, which should support
improved buyer outlook and drive valuation recovery. We
expect capital markets activity to increase as credit conditions
ease and capital re-enters the market, driving greater
competition and upward pressure on values. We believe the
market is entering a new housing cycle, and the next three
to five years present a compelling environment for
multifamily value creation.
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2008: The Great Financial Crisis

2009-2020: Underbuilding and
Rising Valuations

From 2009 through 2020, the post-GFC U.S. experienced
a prolonged housing market defined by low multi and
single-family housing new supply, steady rent growth, low
interest rates, increasing housing construction cost, and
compressing cap rates. These dynamics drove multifamily
and single-family valuations higher and contributed to a
deepening structural housing shortage.

2021-2022: Demand Outpaces Supply and
Record Multifamily Starts

Following the COVID years of 2021 and 2022, we saw
interest rates dive and capital flood into the market. Debt
and equity were plentiful and cheap, demand for housing
skyrocketed, and given the limited new supply and the
structural shortfall of housing units, multifamily rents and
single-family values soared. Capital was widely available,
demand spiked, and developers rushed to build into a
supply-constrained environment. Rents rose sharply,
valuations increased quickly, and a wave of construction
began, resulting in the largest volume of multifamily
deliveries in over 50 years.

Mid-2022: Investment Climate Shifts
Amid Rising Rates

V Rapid interest rate increases mid-2022 and tightening
credit conditions quickly changed the investment
environment.

Late 2022-2023: Transactions Drop,
Development Slows

By late 2022, many institutional buyers had moved to the
sidelines, and transaction volume dropped sharply in
2023, ushering in a period of rising cap rates and
declining valuations that continue to today. At the same
time, the combination of higher rates and limited credit
significantly slowed new development.

2023-2025: Multifamily Starts Hit
Decade Lows

Following peak activity in 2022, multifamily starts fell a total
of 58% in 2023 and 2024. In 2024, only 271,000 units were
started across the U.S., the lowest in more than a decade.
This trend is expected to continue through 2025.



