Multifamily Metro Outlook:
Houston – Q2 2022
Overview:
• Houston has had a rough few years, though it managed to be a leader in job growth for some of them. The area was hit hard
economically by the rapid drop in energy prices in 2015-16, then by Hurricane Harvey in 2017, then another oil price drop in 2018, and
finally the simultaneous shock of COVID and another oil price decline. Only in 2016 did the area experience net job losses on annual
basis, with remarkable strength in 2019. But 2020 was likely one of the weakest years in Houston’s history. The local economy
experienced a solid rebound in 2021, which has continued into mid-2022, though the pace of the rebound is somewhat slower than the
national average since the area was not hit as hard as many metro areas from the pandemic.
• Houston’s apartment market apartment market held up quite well during this turbulent period. The market was directly shocked by
Harvey’s flooding in 2017, but the scale of the shock for the apartment market turned out to be considerably less than would have been
expected. Vacancy and rent growth improved immediately after the storm and stayed relatively strong into early 2020. The market
softened with the outbreak in 2020 but saw solid improvement begin in 2021 and continue into the middle of 2022.
Market Strengths:
• Job growth in Houston is forecasted to be well above average once current national volatility subsides. According to Moody’s, job growth
is expected to be +1.8% annually through 2026, compared to +1.1% nationally. Population growth remained above average at +1.5% in
the year ending Q2 22, compared to +0.3% nationally, and is expected to remain at nearly three-times the national average through 2026.
• Houston has a favorable demographic profile for housing and rental demand. An above average 21.4% of the population is in the key age
20-34 renting cohort, compared to 20.5% nationally.
Market Weaknesses:
• Oil prices have been high in 2022, and volatile energy markets remain an important but unreliable economic driver in Houston. While the
metro is not as dependent on oil as it once was, much of the area’s exceptional growth can be tied back to demand from energy jobs.
• Single family housing is relatively affordable in Houston. The typical household earns 33% more than is required to buy the median
priced home, though climbing prices in 2021 and 2022 may dish some affordability. And rental obsolescence coupled with the ease of
new supply is an ongoing feature in Houston.
• Given 175,000 new households since 2010 and above average job and population growth forecasted into 2025, For-Rent development has
been necessary. But the level of development will not allow the apartment market to improve dramatically, even if the metro’s economy
returns to being among the fastest growing major metro areas in the nation.
Development:
• According to the Dodge Pipeline, there were nearly 64,600 apartments completed since the start of 2017 and another 23,200 units
underway. Currently, the Montrose-River Oaks submarket is the most active, with a total of 2,700 units underway in 9 projects.
Outlook:
• Houston’s rental market had noteworthy improvement in 2021 and 2022 as the metro recovered from COVID and was boosted by rising
oil prices. While these favorable conditions have supported fundamentals, a surge in supply is on the way that will probably soften the
environment. The supply will likely result in rising vacancies, but rents may hold steady due to economic growth. As it always has been,
Houston will remain a growth market, with booms and busts along the way, with little predictability as to when a contraction might
occur, especially in the local apartment rental markets. But in the near term, many signs point to a healthily expanding apartment market
in support of the expanding local job market.
• For an extended period Houston was among the top economies in the nation, and it likely will be again. Job growth in the metro is
forecast to return to being nearly double the national average, with population growth likely be similarly strong, once the current
problems subside. However, Houston will likely remain a volatile but robustly growing economy, as it has been for the past several
decades.

Five Year Metro Area Growth Forecast

Population (000s)
Households (000s)
Renting Cohort (Ages 20-34) (000s)
Total Employment (000s)
Median Household Income
Median SF Home Price
Net Migration

Q4 2021
7,285
2,603
1,560
3,095
$72,770
$311,757
54,004

Q4 2026
7,782
2,837
1,663
3,389
$86,630
$308,123
46,940

Houston

National

(5‐Year Annual Average Change)

(5‐Year Annual Average Change)

1.33%
1.74%
1.29%
1.83%
3.55%
‐0.23%

0.47%
0.90%
‐0.30%
1.08%
3.30%
1.93%

Source: Moody’s
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