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Inflation and supply
converge in rents

Rents fell for six consecutive
months before ticking up slightly
in February. Costs on leases are

down 1 percent compared vy/y,
with over half of the nation’s
largest cities seeing drops.

Looking for
affordability in all
the wrong places

Research suggests that the Adminis-

tration’s new regulations will limit new

housing construction. “Price controls
prevent the market from efficiently allocating scarce
resources and discourage the investments needed to
expand affordable housing,” wrote Harvard University’s
Jeffrey Miron and Pedro Aldighieri in a post published by the
Cato Institute. The administration dismisses these findings.

As rent inflation recedes, overall inflation stagnates
y/year change in Apartment List rent index v. CPI (rent) v. CPI (overall)
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Wait for it, wait for it...
For months the Fed bet that rent inflation

would break its way. It's “in everyone’s
forecast,” Powell said. “We think that it's
coming... we know it's coming. It's just a
question of when and how big it'll be,”

Powell said at a January news conference.

Supply and demand 101

In a hypothetical scenario where market
rent growth stops completely, it would
still take another two years of flat readings
to drag down the entire shelter index to a
more normal 2 percent, according to
Orphe Divounguy, senior economist at
Zillow. “That's how strong the forces of
undersupply are,” Divounguy said.

Short supply, long lag

It typically takes market rent about
three quarters to show up in govern-
ment statistics. That timeline may be
stretched given trends such as the
historic amount of money infused into
the economy in the last few years,
pushing models off as a result. “The
way the CPI looks at housing in
general,” said Jay Lybik, national director
of multifamily analytics at CoStar, “just
doesn’'t seem to match reality.”



