NestSeekers

I NTERNATI ONA AL

Zumper National Rent Report

August 24, 2021

Notable Trends

1. After 18 months of disruption caused by the COVID-19 pandemic, New York
has passed San Francisco as the most expensive market in the country
with a median one-bedroom rent of $2,810. San Francisco’s median is
$2,800.

2. Rent growth across the nation continues to accelerate at an alarming rate.
Zumper’s national rent index shows median one-bedroom rent up 9.2
percent since the second quarter of 2020, while two-bedrooms are up even
more at 11 percent.

3. The Austin metro area has been a popular destination after a number of
tech companies relocated or opened offices there after the pandemic. It’s
had a huge effect on Austin’s housing market, and it’s starting to drive up

rent as well.
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1Bedroom Median San Francisco, CA $2,800
Rent Prices Biosgors; WA $2.:300
San Jose, CA $2,200
Washington, DC $2,160

Los Angeles, CA $2,050
Qakland, CA $2,000

= + 8. SanDiego, CA $2,000
. Miami, FL $1.880
+ 10. Santa Ana, CA $1,830
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The wealth that’s flowed into the Bay Area as a result of tech industry success
has long made San Francisco the most expensive city in the country in which to
rent. But Zumper’s August rental data reveals that San Francisco has fallen
behind New York in median one-bedroom rent, with New York at $2,810 and San
Francisco at $2,800. It’s the first time New York has been ahead of San Francisco

since Zumper started tracking rental data in 2014.

This was unthinkable even two years ago. In early 2019, median one-bedroom
rent in San Francisco was more than $800 more than New York’s, but a

combination of rising rent in the Big Apple and falling rent in the Bay Area caused



the spread between rent in the two cities to slowly dwindle. In January 2020, the

spread had fallen to $520.

When the pandemic hit, San Francisco and New York were the two most affected
cities at the outset. Renters in both cities left in droves, as work-from-home
policies allowed residents to escape strict lockdowns. Apartment vacancies piled
up, and rent went into free fall. By January 2021, median one-bedroom rent had
fallen 23.4 percent in San Francisco relative to March 2020, and New York’s fell
17.5 percent. Still, median one-bedroom rent in San Francisco was $330 more

than in New York.
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However, rents in the two cities have been on different trajectories since January
when the vaccine rollout began. People returned to New York as indoor dining

and other urban amenities that make the city popular became available again.



Rent began to rise as a result. Since January, New York has risen by 19.6 percent
and is now down only 1.4 percent relative to March 2020, meaning rent in the Big

Apple has returned to roughly where it was before the pandemic.

That hasn’t happened in San Francisco. Tech workers make up a disproportionate
share of residents in the city, and tech companies are more likely to have adopted
broad or permanent work-from-home policies. This allows those workers to live
anywhere they want, and many of them have decided they don’t want to live in
San Francisco. While median one-bedroom rent has risen in San Francisco
during 2021, the growth has been considerably less than New York’s. Since
January, rent is up 4.5 percent in San Francisco, and remains down by 20 percent

relative to March 2020.

The question now is simple: is this a permanent change or just a temporary blip?
It’s looking more and more like the Delta variant of COVID-19 will delay office
reopenings that were originally scheduled for this fall. For tech companies in San
Francisco that do plan on having an office, those workers can continue to live
outside of the city, likely putting a ceiling on how much rent will rise in San
Francisco. New York thus far has not been as impacted by the delay of office
reopenings. But with rent already returning to where it was prior to the pandemic,
one has to wonder if it will rise above where it was prior to the pandemic or settle

around where it is now.

National rent growth continues stunning acceleration



After the pandemic began in March 2020, prospective buyers rushed into local
home sales markets in hopes of acclimating their living arrangement to
stay-at-home orders and work-from-home policies. Sales volume and home
valuations skyrocketed as a result of the sudden and surprising demand. That’s
now trickling down to the rental market and causing massive spikes in rent.
Zumper’s national rent index for August has one-bedroom median rent up 9.2

percent since the second quarter of 2020, and two-bedrooms are up 11 percent.

National rent growth
Growth in median price over the course of the pandemic
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There are a number of factors contributing to this; as home prices have risen and
bidding wars exploded, renters who would otherwise be buying properties have
been priced out or gotten exhausted with the competition in the housing market.
Others suffered economic hardship and had to tap into what they’d been saving
for a down payment just to make ends meet. The number of people in these

positions has built up over the course of the pandemic, slowly putting upward



pressure on rent. The dam seems to have broken in 2021, as the national index

has hit new all-time highs all but one month of this year.

But it’s not just the overheated home sales market contributing to these numbers.
As the economy has improved and unemployment has fallen, people who are
making more money have also been deciding to move. Those who moved in with
family during the pandemic are moving out now that they have jobs or schools to
return to. A lot of the cyclical nature of rent prices — where rent rises in the
spring and summer and falls in the winter — stopped after the beginning of the
pandemic, which set off a massive wave of domestic migration unrelated to
seasonality. But with universities opening for in-person learning this fall, the
events that drive that cyclical nature of rent are returning, leading to the normal
spike in rent that happens as students move. All together, this creates a recipe for

unprecedented rises in rent across the country.

Austin rent is rising, and it could accelerate even more

With its vibrant cultural scene and leading university, Austin has always been a
popular destination not just for Texans, but for people across the country, too. It’s
become even more so after a number of tech companies opened offices there.
Austin’s home sales market is currently the hottest and most competitive in the

country, which is trickling down to rental markets in the area.



Austin area rent growth is poised to accelerate
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The city of Austin actually experienced rent drops in the months after the
pandemic began. In January the median one-bedroom rent was down 6.3 percent
relative to March 2020, but it’s grown to the extent that rent is now up 7 percent
relative to March 2020. The suburbs around Austin have experienced something
more dramatic; Zumper’s August data show that the median one-bedroom rent in
Round Rock is up 17.1 percent year-over-year, and in Pflugerville it’s up 16.8
percent. The only suburb not posting year-over-year growth in median
one-bedroom rent in August is San Marcos, although two-bedrooms there are up

5.8 percent.

Given how hot the home sales market is, it’s surprising that rent isn’t growing
faster in Austin. Austin’s home sales market took off after the beginning of the
pandemic, but didn’t really kick into high gear until this spring. Home sales

markets in other cities in the country didn’t start driving up rent until 2021, as it



takes time for prospective buyers to build up in the rental market. With Austin

getting even more competitive, it’'s reasonable to expect rent to accelerate as

more renters get priced out of buying a home.
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