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Optimism on the Rise
The State of the Rental Housing Market

SPRING 2025



Key Findings
•	The rental housing sector stands on the cusp of a new cycle 

supported by tailwinds from favorable demographic trends, 
normalizing credit markets, and a structural need for housing.

•	The prospect of a federal pro-growth political agenda has boosted 
investor optimism despite projections that new tariffs could raise 
construction costs.

•	A unique buying opportunity has emerged within multifamily real 
estate as private-market transaction prices and public-market 
valuations diverge.
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The Outlook

Following a year of steady growth, 
the rental housing sector sits in an 
advantageous position, contributing to 
a budding sense of investor optimism. 
Structural housing strengths remain 
intact as tailwinds support new 
investment prospects, and signals of  
a cyclical turnaround have multiplied.  

The new presidential administration’s 
pro-growth political agenda has 
further boosted investor confidence  
in rental housing’s short-term outlook. 
While the anticipation of robust 
growth could complicate the pathway 
to lower interest rates, credit markets 
will still benefit from a yield curve 
normalization, likely boosting  
capital availability. 

On the cusp of a new cycle, 
commercial real estate investors are 
encountering a unique moment 
of opportunity. Divergent trends 
between private-market transaction 
prices and public-market valuations 
suggest that buyers have been finding 
attractive discounts. 

With substantial discussions taking 
place around regulatory, immigration, 
trade, and fiscal policy, opportunities 
should arise for well-positioned real 
estate investors. The rental housing 
market’s resilience in 2023 and 2024 
provides a solid foundation for growth 
as the page turns to the next real 
estate investment cycle.
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Threading the Needle

The underlying consistency of the U.S. economy has been impressive. As recently 
as early 2023, economists projected a two-in-three chance of a near-term 
recession. At the time, the prevailing wisdom was that the Federal Reserve’s focus 
on price stability could come at the expense of economic growth and a robust 
labor market. However, concerns about an impending recession were inflated.

Since then, the economy has seemingly threaded the needle. Excess hiring 
demand has eased, with the number of job openings per job seeker coming 
back in line with pre-pandemic norms (Chart 1). At the same time, layoffs have 
remained in check, and GDP growth has held between 1.6% and 3.2% over the 
past four quarters. Simply put, debates over whether the “soft landing” was “soft” 
have given way to disagreement over whether it was even a “landing.”  
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CHART 1
Job Openings per Job Seeker
Through November 2024
Source: U.S. Bureau of Labor Statistics

https://www.bankrate.com/banking/federal-reserve/economic-indicator-survey/
https://www.bea.gov/data/gdp/gross-domestic-product
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Make no mistake, the return to economic normalcy still has a distance to go. 
Driven primarily by shelter costs, the last mile of the inflation battle has proven 
stubborn. Additionally, the prospect of higher tariffs makes the Federal Reserve’s 
job even more challenging. Nevertheless, the prevailing wisdom is that the 
combination of monetary tightening and accelerating inflation is firmly behind us. 
While challenges remain, the dynamism, diversification, and capital attractiveness 
of the U.S. economy have been unparalleled — a fact that will propel commercial 
real estate success over the next cycle. 
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Rental Housing’s Risks and Opportunities

The newly established single-party control in Washington, D.C., means that 
policy agendas are likely to achieve more momentum than they would in a 
divided government — a fact that requires investors to pay closer attention to 
legislative priorities than they might otherwise. Tax cuts are one item on watch. 
Many features introduced in the 2017 Tax Cuts and Jobs Act are set to expire at 
the end of 2025. However, with a Republican trifecta in control, tax cuts are now 
likely to be extended.

The most significant source of optimism within the multifamily space is the 
likelihood of reduced regulatory burdens in the construction process. Rental 
housing affordability has drawn widespread concern in the aftermath of the 
pandemic, resulting in politicians on both sides of the aisle working toward 
legislative solutions. 

The new administration has stated that deregulation is the preferred method for 
improving housing affordability. While it’s unclear which construction regulations 
will be sunsetted in the next four years, new federal policies will likely include 
fewer restrictions and encourage more development to meet demand.

A 2022 joint analysis by the National Multifamily Housing Council and the 
National Association of Home Builders found that, in addition to regulatory 
compliance dramatically increasing construction costs, developers have sought 
to avoid new projects in jurisdictions with inclusionary zoning or rent control 
policies. The downstream effect is that many of the high-rent markets most 
in need of new housing have been passed over by developers, compounding 
affordability issues. Any federally coordinated effort that systematically reduces 
regulatory construction costs would greatly contribute to unlocking new 
affordable development.

https://arbor.com/blog/rare-cross-aisle-consensus-backs-housing-choice-vouchers/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://arbor.com/blog/rare-cross-aisle-consensus-backs-housing-choice-vouchers/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://www.cnbc.com/2024/11/11/what-trumps-presidency-could-mean-for-the-housing-market-in-the-us.html
https://www.nmhc.org/globalassets/research--insight/research-reports/cost-of-regulations/2022-nahb-nmhc-cost-of-regulations-report.pdf
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This year, discussions of ending Section 1031 of the U.S. tax code will likely fade 
into the background. While the Biden administration’s calls to end the program 
never found much traction in Congress, doing away with the 1031 exchange 
showed up repeatedly in the White House’s budget proposals over the past 
four years. With more than $100 billion worth of commercial real estate assets 
passing through this section of the tax code per year, confirmed continuation of 
this program could support new tailwinds for the rental housing sector.

Nevertheless, clear-eyed investors should remain aware of the market risks  
posed by some of the proposed policy changes. The construction industry 
is one of the sectors most reliant on the informal labor force. According to 
a Chandan Economics analysis, non-citizen workers account for 17% of the 
construction labor force nationally, rising above 25% in a handful of states  
(Chart 2). A large-scale effort to ramp up interior removals of undocumented 
workers could have a material impact on construction labor demand and 
wages — potentially undermining the administration’s goal of lowering 
development costs. 

CHART 2
Non-Citizen Share of Construction Labor Force
Through 2023
Sources: 2023 American Community Survey; U.S. Census Bureau; Chandan Economics; IPUMS

https://www.investopedia.com/terms/s/section1031.asp
https://www.forbes.com/councils/forbesrealestatecouncil/2021/06/30/1031-exchanges-could-change-forever---what-do-you-need-to-know/
https://www.stlouisfed.org/on-the-economy/2017/april/informal-labor-market#:~:text=There%20is%20no%20unique%20definition,or%20registered%20by%20the%20government.
https://www.chandan.com/post/which-states-have-the-highest-shares-of-non-citizen-construction-labor
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Additionally, proposed tariffs on Mexico and Canada could place upward pressure 
on construction input costs, especially for cement, steel, aluminum, and lumber. 
In a tail risk scenario, where tariffs and mass deportations occur alongside 
otherwise stimulative fiscal policies, inflation could be stoked from the supply 
and demand side of the equation, leading to higher-for-longer interest rates. 

Looking forward, a potential shakeup of the federal government’s 
conservatorships of Fannie Mae and Freddie Mac should also be on every 
multifamily investor’s radar. Although the future of the government-sponsored 
enterprises (GSEs) has been debated before, no material changes have been 
made to these conservatorships since they were established in 2008. While 
there has been speculation about the future of these agreements, the new 
administration has not yet stated its position. Upcoming confirmation hearings 
of key appointments will likely provide greater clarity on whether exiting 
conservatorships will be a policy priority over the next four years. 

https://www.housingwire.com/articles/trump-tariffs-price-hikes-homebuilders/
https://www.housingwire.com/articles/trump-tariffs-price-hikes-homebuilders/
https://furmancenter.org/thestoop/entry/the-gses-and-the-incoming-trump-administration-part-1-of-2-answering-ten-key-questions-about-conservatorship-exit
https://furmancenter.org/thestoop/entry/the-gses-and-the-incoming-trump-administration-part-1-of-2-answering-ten-key-questions-about-conservatorship-exit
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Multifamily: In the Starting Gate

Despite the prospect of fiscal and regulatory policy changes, the multifamily 
sector has gathered winds at its back. Recent financial market history shows that 
the best deals occur at the bottom of the cycle. For investors hoping to catch the 
multifamily market on the upswing with its assets still at a discount, a unique 
window of opportunity has opened. 

The apparent divergence in pricing indices is a potential signal of the multifamily 
sector’s impending turnaround. Transaction-based measures of asset valuations, 
such as the MSCI Real Capital Analytics CPPI, indicate that prices are stabilizing, 
though they have yet to inflect back up into positive growth. Meanwhile, price 
indices that rely on implied valuations of assets on REIT balance sheets, such as 
the Green Street CPPI, suggest that apartment valuations are already resurgent, 
growing by 14.0% over the 12 months ending in November 2024 (Chart 3).
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CHART 3
Apartment Price Returns: 
MSCI Real Capital Analytics vs. Green Street Advisors 
Through November 2024
Sources: MSCI Real Capital Analytics; Green Street Advisors
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https://arbor.com/research/reports/special-report-fall-2024/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://www.msci.com/www/research-report/rca-commercial-property-price/03729651564
https://www.greenstreet.com/insights/CPPI
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Historically, REIT-based asset valuations have proven to be a leading indicator 
of transaction-based asset pricing. As a result, the bifurcation between the two 
measures implies that apartment transaction prices, which have yet to reach a 
bottom, are likely to see positive momentum in 2025. 

Beyond pricing insights, additional justifications for multifamily enthusiasm 
are abundant. According to ULI-PwC’s Emerging Trends in Real Estate 2025, 
commercial real estate leaders are broadly upbeat about the investment 
prospects of single-family rentals and multifamily housing. The report cites 
favorable demographic tailwinds, affordability barriers to homeownership, and 
the longevity of work-from-home trends as factors supporting the rental housing 
sector’s financial return profile.

https://www.invesco.com/us/en/insights/real-estate-recovery-prices-values.html
https://digitalmkg.pwc.com/etre-2025-pwc-uli/p/13
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The stabilization of rental pricing has also been a source of confidence. While 
the November 2.4% annual rent growth rate reported by Zillow for multifamily 
units lagged the double-digit increases seen in 2021 and 2022, the current tally 
is impressive, especially given ongoing supply dynamics. According to the U.S. 
Census Bureau, 590,600 multifamily units finished construction in 2024 — more 
than any year since 1974. Despite this backdrop of supply infusion, annual rent 
growth has held between 2.4% and 2.6% for the past 10 consecutive months. 
Furthermore, among the top 100 U.S. metro areas, 88 have seen positive annual 
rent growth, up from 81 measured at the same time last year (Chart 4). 
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CHART 4
Share of Top 100 Apartment Markets 
with Positive Annual Rent Growth
Through December 2024
Source: Zillow

https://www.zillow.com/research/data/
https://fred.stlouisfed.org/series/COMPU5MUNSA#0
https://fred.stlouisfed.org/series/COMPU5MUNSA#0
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The Road Ahead

As we settle into a new year, a new president, a new Congress, and perhaps 
a new economic cycle, an abundance of tailwinds give strength to the rental 
housing sector. The U.S. Census Bureau projects that the population level of 
persons 25-44 years of age — a cohort that broadly overlaps with the prime 
age band for renters — will rise until at least 2035. 

At the same time, on the other end of the age distribution spectrum, retirees 
are increasingly choosing lifestyle renting as they downsize and live off their 
equity nest eggs. Beyond demographics, headwinds created by an influx 
of supply deliveries should soon see some relief, as the pace of multifamily 
construction starts has more than halved in the past two years. Further, the 
interest rate outlook also calls for continued improvement. 

While real estate investors are generally eager for pro-business policies to 
return to the Oval Office, tempering enthusiasm is prudent as ambitious 
changes to immigration and trade policies could have a mixed impact on 
commercial real estate. Investors will have to wait and see if campaign rhetoric 
will materialize as policy under a new administration. Although risk factors 
remain, rental housing sectors are in a position of strength in a moment of 
cyclical inflection — providing a unique moment of opportunity. 

https://www.census.gov/data/tables/2023/demo/popproj/2023-summary-tables.html
https://arbor.com/blog/what-is-driving-lifestyle-renter-demand/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://fred.stlouisfed.org/series/HOUST5F
https://fred.stlouisfed.org/series/HOUST5F
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About Arbor

Arbor Realty Trust, Inc. (NYSE: ABR) is a nationwide real estate investment trust and direct lender, 
providing loan origination and servicing for multifamily, single-family rental (SFR) portfolios, 
and other diverse commercial real estate assets. Headquartered in Uniondale, New York, 
Arbor manages a multibillion-dollar servicing portfolio, specializing in government-sponsored 
enterprise products. Arbor is a leading Fannie Mae DUS® lender, Freddie Mac Optigo® Seller/
Servicer, and an approved FHA Multifamily Accelerated Processing (MAP) lender. Arbor’s product 
platform also includes bridge, CMBS, mezzanine, and preferred equity loans. Arbor is rated by 
Standard and Poor’s and Fitch. In June 2023, Arbor was added to the S&P SmallCap 600® index.  
Arbor is committed to building on its reputation for service, quality, and customized solutions 
with an unparalleled dedication to providing our clients excellence over the entire life of a loan. 

https://arbor.com/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://www.nasdaq.com/market-activity/stocks/abr
https://arbor.com/fannie-mae/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://arbor.com/freddie-mac/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://arbor.com/fha-multifamily/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://arbor.com/bridge/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://arbor.com/cmbs/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://arbor.com/mezzanine-preferred-equity/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
https://arbor.com/mezzanine-preferred-equity/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
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Arbor Realty Trust
333 Earle Ovington Blvd.
Suite 900
Uniondale, NY 11553

arbor.com | 855.708.2090

20250123-VF

Disclaimer

This report is intended for general guidance and information purposes only. This report is 
under no circumstances intended to be used or considered as financial or investment advice, 
a recommendation, or an offer to sell, or a solicitation of any offer to buy any securities or other 
form of financial asset. Please note that this is not an offer document. The report is not to be 
considered as investment research or an objective or independent explanation of the matters 
contained herein and is not prepared in accordance with the regulation regarding investment 
analysis. The material in the report is obtained from various sources per dating of the report. 
We have taken reasonable care to ensure that, and to the best of our knowledge, material 
information contained herein is in accordance with the facts and contains no omission likely 
to affect its understanding. That said, all content is provided herein “as is” and neither Arbor 
Realty Trust, Inc. or Chandan Economics, LLC (“the Companies”) nor their affiliated or related 
entities, nor any person involved in the creation, production and distribution of the content 
make any warranties, express or implied. The Companies do not make any representations  
or warranties, express or implied, as to the reliability, usefulness, completeness, accuracy, 
currency nor represent that use of any information provided herein would not infringe on other 
third-party rights. The Companies shall not be liable for any direct, indirect, or consequential 
damages to the reader or a third party arising from the use of the information contained 
herein. There may have been changes in matters which affect the content contained herein 
and/or the Companies subsequent to the date of this report. Neither the issue nor delivery 
of this report shall under any circumstance create any implication that the information 
contained herein is correct as of any time subsequent to the date hereof or that the affairs of 
the Companies have not since changed. The Companies do not intend and do not assume 
any obligation to update or correct the information included in this report. The contents of 
this report are not to be construed as legal, business, investment, or tax advice. Each recipient 
should consult with its legal, business, investment, and tax advisors as to legal, business, 
investment and tax advice. The information contained herein may be subject to changes 
without prior notice. This report is only intended for the recipients, and should not be copied or 
otherwise distributed, in whole or in part, to any other person.

http://www.arbor.com/?utm_content=2025_h1&utm_medium=web&utm_source=2025_h1_pdf&utm_campaign=ivan_kaufman_special_report&utm_term=na&rdnaLabel=Ivan_Kaufman_Special_Report
tel:855-708-2090

