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IMPACT OF RISING MORTGAGE RATES ON HOME SALES

Two opposing effects of higher mortgage rates on home 
demand

1) Affordability effect: Higher mortgage rates worsens home 
affordability which will favor renting (+$330/month 
additional mortgage payment on typical home  vs. $200 in 
average weekly wage)

2)Expectations / Rate lock-in effect:  potential  buyers jump 
into the market now in anticipation of higher mortgage 
rates
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IMPACT OF RISING MORTGAGE RATES ON MIX OF BUYERS: 
HOMEOWNERS VS. INVESTORS  (FOR RENT)
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MODEST DECLINE (NOT A CRASH) IN EXISTING-HOME SALES 
IN 2022  -2.8% (2022); +2% (2023)
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SLOWER HOME PRICE APPRECIATION (NOT A DECLINE) IN 
2022 AS INVENTORY REMAINS LOW
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TEXAS: SECOND LARGEST NET DOMESTIC MIGRATION IN 2020 
AND 2021
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TEXAS METRO AREAS ARE LARGE EMPLOYMENT GENERATORS
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WORKERS STARTED TO HEAD BACK TO THE OFFICE
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NET HOUSEHOLD FORMATION IN  2021 AS ECONOMIC 
CONDITIONS IMPROVED
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2021 SURGE IN APARTMENT DEMAND (NET ABSORPTION) IS 
NORMALIZING

Source of data: CoStar
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METRO AREAS WITH LARGEST 12-MONTH NET ABSORPTION
DURING 2020 Q2 – February 2022

➢ Texas has 3 of top 10 markets 
with largest net absorption 

➢ Renters have come back in
gateway cities

➢ South and West Region metro
areas are attracting movers
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NET ABSORPTION OF APARTMENT UNITS IN MAJOR MARKETS

Source of data: CoStar
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RISING SHARE OF CLASS B/C UNITS ABSORBED
DUE TO AFFORDABILITY? NON-CBD LOCATION PREFERENCE ? 

Source of data: CoStar
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VACANCY RATES ARE SLIGHTLY RISING (BUT STILL LOW) AND 
RENT GROWTH HAS PLATEAUED (BUT STILL HIGH)
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DOUBLE-DIGIT ASKING RENT GROWTH IN KEY TEXAS METROS
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DEMAND (ABSORPTION) IS STILL OUTPACING SUPPLY 
(DELIVERIES) WHICH WILL PROP UP RENT GROWTH
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DEVELOPERS/BUILDERS ARE BUILDING MORE CLASS B/C 
UNITS  (MORE AFFORDABLE)
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SOUTH REGION AND MOUNTAIN DIVISION STATES ARE 
ATTRACTING DEVELOPERS
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APARTMENT MARKET WILL CONTINUE TO PERFORM 
STRONGLY IN 2022 




