
From Expansion to Execution: The Multifamily Reset in 2026

The U.S. multifamily market enters 2026 in a diff erent position 
than during the 2021–2023 expansion. That earlier cycle was 
shaped by extraordinary conditions: rapid rent growth fueled 
by post-pandemic mobility, remote-work-driven migration, and 
historically low interest rates that supported aggressive pricing 
and broad-based investment activity.
Those conditions have normalized. The current environment is 
defi ned less by rapid expansion and more by stabilization and 
selectivity. Mortgage rates near 6% have contributed to more 
stable residential mobility patterns, domestic migration fl ows 
have become more balanced, and international migration has 
moderated under more restrictive policy conditions. 
As a result, multifamily performance in 2026 varies more 
across regions and submarkets. Markets that absorbed 
signifi cant new supply during the last cycle are transitioning 
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The U.S. multifamily market is entering a new phase. After a 
period shaped by exceptional rent growth, migration tailwinds, 
and historically low interest rates, the investment landscape is 
becoming more balanced and execution-focused. In this article, 
we explore the key forces shaping multifamily performance 
in 2026 and what they mean for investors, operators, and real 
estate professionals.
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toward more sustainable rent growth as new units 
are leased. In contrast, Midwest markets show 
stronger affordability, disciplined supply pipelines, 
and rent growth aligned with local incomes.

Key Macro Drivers in 2026

As highlighted in PwC and the Urban Land 
Institute’s Emerging Trends in Real Estate® 2026, 
the market enters 2026 facing several sources of 
structural uncertainty:

1.	Cost pressures and tariffs. 
Ongoing tariff dynamics continue to influence 
the cost of materials and goods, increasing 
both construction and operating expenses. 
These pressures also influence consumer 
purchasing power and housing demand 
dynamics.

2.	Migration and population growth. 
More balanced domestic migration and 
tighter immigration policies are moderating 
population growth across many regions. 
Household formation continues, but demand 
has become more localized and less uniform 
across markets.

3.	Interest rates. 
While inflation has moderated, the path 
toward materially lower long-term interest 
rates remains gradual. Cost pressures tied to 
labor constraints, energy, and global trade 
may limit further declines, keeping the cost 
of capital elevated and transaction pricing 
sensitive.

Structural Drivers of Multifamily Performance in 
2026

Multifamily continues to lead as one of the 
most resilient asset classes in the U.S. As the 
market stabilizes, success is increasingly defined 
by operational excellence and strategic asset 
management. Several structural forces are shaping 
performance:

1.	Persistent housing demand 
Elevated home prices and mortgage rates 
keep homeownership out of reach for many 
households, reinforcing rental housing as 
a structural necessity rather than a cyclical 

choice. Estimates of the U.S. housing 
shortage vary across institutions. Freddie Mac 
Research1 estimates a deficit of approximately 
3.7 million units, while J.P. Morgan Private 
Bank2 estimates a shortage of roughly 2.8 
million units and notes that it may take close 
to a decade to fully resolve.

2.	A More Moderate Growth Environment 
CBRE research indicates that national rent 
growth in 2026 is expected to remain modest, 
while operating costs continue to reflect a 
structurally higher expense environment3. As 
a result, returns are less dependent on broad 
market momentum and increasingly driven by 
disciplined pricing, realistic underwriting, and 
efficient operations.

3.	Highly regionalized supply dynamics 
After surging in 2023 and 2024, new 
multifamily construction starts have slowed 
materially. PwC and the Urban Land Institute 
report4 that multifamily construction starts 
declined by more than 40% between 2023 
and 2025 and are expected to remain weak, 
pointing to a reduced supply pipeline in the 
coming years.

For operators, this environment shifts the focus 
away from speculative development toward 
improving existing assets, with demand increasingly 
met through renovation, repositioning, and 
operational upgrades.

Selection and Execution Now Define Success

By 2026, multifamily performance is increasingly 
driven by asset-level decisions. In practice, this 
means focusing on a core set of asset-level drivers:

1.	Local supply dynamics. Understanding 
submarket delivery pipelines is critical, 
as areas with elevated new supply may 
experience slower absorption and pricing 
pressure.

2.	Rent-to-income alignment. Assets perform 
best where rents remain aligned with local 
wage growth, supporting retention and long-
term stability.

3.	Employment durability. Markets anchored by 
diverse and stable employment bases provide 
more predictable demand across cycles.
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4.	Operational efficiency. With financing 
and operating costs structurally higher, 
performance increasingly depends on cost 
control, expense management, and execution 
quality rather than rent growth alone.

Execution as a Performance Differentiator

Expense variability has become a defining factor 
in multifamily performance. Insurance, utilities, 
labor, maintenance, and regulatory costs can adjust 
more quickly than rents, increasing the importance 
of conservative underwriting and disciplined cost 
management.
In this environment, operational strategy plays 
a central role in protecting cash flow and long-
term asset value. Investments in energy efficiency, 
preventative maintenance, and resilience can help 
stabilize expenses, support tenant retention, and 
improve the predictability of property performance 
over time.

Value-Add Strategies in a Moderating Supply 
Cycle

As higher capital costs and regulatory friction 
moderate ground-up development, incremental 
demand is increasingly met through the 
repositioning of existing assets. This dynamic favors 
value-add strategies focused on functional upgrades, 
unit reconfiguration, and operational improvements.
In markets with fewer new deliveries, well-executed 
renovations can capture demand without directly 
competing with newly delivered inventory. Success 
depends on clear scope definition, disciplined capital 
allocation, and strong execution capabilities.

Technology as Operating Infrastructure

Technology adoption continues to expand across the 
multifamily sector, where it increasingly supports 
day-to-day operations. Tools for centralized leasing, 
data-driven pricing, maintenance coordination, and 
resident communication help operators manage 
portfolios more efficiently and scale operations 
more effectively. The greatest impact comes when 
technology is used to improve decision-making and 
operational consistency, rather than as a standalone 
efficiency initiative.

Looking Ahead: Execution, Discipline, and Asset-
Level Decision-Making

The current environment rewards thoughtful 
market selection, careful underwriting, and strong 
operational execution. As market conditions 
normalize, disciplined assumptions, cost control, 
and consistent asset-level delivery play an 
increasingly important role in performance, with 
execution standing out as a defining driver of 
investment outcomes.

References:
1Freddie Mac. (2024, November 26). Housing supply: Still 
undersupplied by millions of units. Freddie Mac Research. 
https://www.freddiemac.com/research/insight/housing-supply-
still-undersupplied
2JPMorgan Chase & Co. (2024). A shortage of supply: The 
housing market explained. J.P. Morgan Private Bank. https://
privatebank.jpmorgan.com/nam/en/insights/markets-and-
investing/tmt/a-shortage-of-supply-the-housing-market-
explained
3CBRE. (2025). 2026 U.S. multifamily outlook (CBRE 
Research, Q4 2025). https://www.cbre.com/insights/books/us-
real-estate-market-outlook-2026/multifamily
4PwC & Urban Land Institute. (2025). Emerging trends in real 
estate 2026: Property type outlook—Multifamily housing. PwC.

2026 FINQUITY CAPITAL Private Multifamily Fund SponsorFinquity Research & Insights


