
The U.S. multifamily real estate sector is entering an upcycle 
supported by reduced levels of new supply, durable demand driven 
by housing affordability constraints, and reset valuations well below 
replacement cost. While near term fundamentals remain uneven 
across markets, the outlook is increasingly favorable for disciplined 
investors with a medium to long term investment horizon.

From Over Supply to Equilibrium Supply
Between 2022 and 2025, 2.2 million multifamily units were delivered in the U.S. 
(560,000 per year on average), largely in response to outsized demand that 
occurred during and post-COVID. This compares to average annual deliveries 
of 245,000 units between 2001 and 2020. The ensuing spike in inflation, 
construction costs, and interest rates have contributed to a significant decline in 
new construction starts, down 50% nationally from 2023 levels. Therefore, while 
the residual effects of post-COVID excess supply have put pressure on rents in 
some submarkets, the medium-term pipeline has thinned materially. Additionally, 
this pullback in new supply is occurring against a backdrop of underbuilding since 
the GFC in many U.S. housing markets, particularly in urban and infill locations. 

Durable Demand Drivers Supported by For-Sale  
Affordability Challenges
Historically, multifamily demand has been correlated with cyclical growth in 
household income, which is expected to remain robust and above 4% over the 
next five years. Additionally, demand is increasingly anchored by structural 
affordability constraints in the for sale housing market. Elevated home prices, 
higher mortgage rates, and limited existing home inventory have materially 
widened the cost differential between owning and renting. This has extended 
renter tenure, supported renewal rates, and reduced elasticity of demand 
even amid slower job growth. Challenged for-sale affordability is expected 
to create 2.5 million1 new renter households from 2025 to 2028 as the home 
ownership rate declines from 65.6% to 64.7%. 
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Demographic trends further reinforce 
this dynamic. Large renter cohorts 
continue to move through prime 
renting years, while older households 
increasingly opt for rental housing 
due to mobility, lifestyle, and capital 
preservation considerations. The result 
is a demand base that is broad, sticky, 
and less cyclical than in past cycles.

Inflation Hedge and Durable 
Income Help Mitigate  
Market Volatility
Multifamily has historically delivered 
durable and stable income supported 

by a diversified tenant base. These 
defensive attributes are increasingly 
valued in the current environment of 
elevated geopolitical risk. Its inflation 
hedging characteristics are enhanced 
by relatively short lease durations, 
which allow rents to re-price more 
frequently in rising cost environments, 
as evidenced during the most recent 
inflationary cycle. While other sectors 
face secular demand challenges or 
technological disruption, multifamily 
performance remains closely tied 
to fundamental human needs—
housing, affordability, and proximity 

to employment and services. This has 
helped drive more resilient demand, 
even during economic downturns, 
as affordability pressures and higher 
interest rates encourage households to 
rent more by necessity.

Reset Pricing Provides 
Attractive Entry Point
The rapid rise in interest rates from 
2022 to 2024 drove a meaningful 
repricing across real estate, including 
multifamily, where transaction prices 
fell by 20%, according to Real Capital 
Analytics. The ability to acquire at a 
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DISPLAY 2
Multifamily Construction Continues to Fall
Quarterly Construction Starts - Number of Units
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DISPLAY 3 
Unaffordable For-Sale Market Supports Renting
Buy vs Rent Monthly Cost Differential
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DISPLAY 4 
Income Growth Supports Rent Growth
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reset basis below today’s replacement 
cost represents an attractive entry 
point for investors, particularly with 
the expectation that replacement 
cost is unlikely to decline over the 
intermediate term. The attractiveness 
of reset prices is further bolstered by a 
more favorable financing environment. 
Tighter lending spreads due to the 

depth of multifamily lenders and lower 
base rates have created more attractive 
debt. This has spurred transaction 
activity as both buyers and sellers have 
recalibrated pricing expectations.

Conclusion
We believe durable needs based 
demand and a reduced supply outlook 

support a recovery in multifamily 
fundamentals over the near to 
medium term. Improving liquidity and 
opportunities to acquire high quality 
assets below current replacement cost 
further enhance the attractiveness of 
U.S. multifamily investments.

DISPLAY 5 
Strong Inflation Hedge due to Shorter Duration Leases
Multifamily Market Rent per Unit and CPI Indexed to 2010
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DISPLAY 6 
Lower Volatility due to Diversified Tenants and  
Needs-Based Demand
30 Year Volatility of Returns by Sector (%)	 Sharpe Ratio
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DISPLAY 7 
Multifamily Transaction Volume is Increasing
Annual Transaction Volume ($B)
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IMPORTANT DISCLAIMERS 
The document has been prepared solely for information purposes and 
does not constitute an offer or a recommendation to buy or sell any 
particular security or to adopt any specific investment strategy. The 
material contained herein has not been based on a consideration of any 
individual client circumstances and is not investment advice, nor should 
it be construed in any way as tax, accounting, legal or regulatory advice. 
To that end, investors should seek independent legal and financial advice, 
including advice as to tax consequences, before making any investment 
decision. The information contained herein refers to research but does 
not constitute an equity research report and is not from Morgan Stanley 
Equity Research. 
Unless otherwise indicated, the views expressed are those of the research 
and strategy team of Morgan Stanley Real Assets and may differ from 
those of Morgan Stanley Equity Research and other Morgan Stanley 
affiliates (including others within Morgan Stanley Real Assets). These 
views may also differ from investment strategies implemented by 
Morgan Stanley Real Assets now or in the future. The information 
(including facts, opinions, estimates or projections) contained herein is 
based on financial, economic, market and other conditions prevailing as 
of the date hereof. As such, it remains subject to change at any time. 
By providing such information, Morgan Stanley Real Assets assumes 
no obligation to provide any update or supplement to such information 
following the date hereof. Although reasonable care has been taken 
to ensure that the information (including facts, opinions, estimates or 
projections) contained herein is accurate, complete and fair, no warranty, 
express or implied, is made as to the accuracy, completeness or fairness 
of such information. Certain economic and market information contained 
herein may have been obtained from third parties’ sources. While 
Morgan Stanley Real Assets believes that such sources are reliable, neither 
Morgan Stanley Real Assets nor any other Morgan Stanley affiliate has 
independently verified such information or assumes any responsibility or 
liability for the accuracy, completeness or fairness of such information or 
any omission of information. 
There is no guarantee that any investment strategy will work under all 
market conditions, and each investor should evaluate their ability to 
invest for the long-term, especially during periods of downturn in the 
market. There are important differences in how the strategy is carried 
out in each of the investment vehicles. Your financial professional will be 
happy to discuss with you the vehicle most appropriate for you given your 
investment objectives, risk tolerance and investment time horizon. 
The information contained herein is highly confidential. By accepting 
this document, you agree that this document (including any data, 
analysis, conclusions, or other information contained herein and all oral 
information, if any, provided by Morgan Stanley Real Assets in connection 
herewith) may not be photocopied, reproduced or otherwise shared or 
distributed to any other persons, in whole or in part, without the prior 
consent of Morgan Stanley Real Assets. Notwithstanding the foregoing, 
this document and information may be provided to (a) your legal, tax, 
financial and other advisors who agree to maintain this document in 
confidence and (b) a government official to the extent necessary to 
comply with a judicial or governmental order. 
Except as otherwise indicated herein, the views and opinions expressed 
herein are those of Morgan Stanley Real Assets, are based on matters 
as they exist as of the date of preparation and not as of any future date 
and will not be updated or otherwise revised to reflect information that 
subsequently becomes available or circumstances existing, or changes 
occurring, after the date hereof. 
Historical information is not indicative of future results, and the historical 
information in this Presentation should not be viewed as an indicator of 
any future performance that may be achieved as a result of implementing 
an investment strategy substantially identical or similar to that described 
in this Presentation. 
Certain information contained in this Presentation constitutes “forward 
looking statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” 
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or 
other variations thereon or comparable terminology. Due to various risks 
and uncertainties, actual events or results or the actual performance may 
differ materially from those reflected or contemplated in such forward 
looking statements. Prospective investors should pay close attention to 
the assumptions underlying the analyses and forecasts contained in this 
Presentation. The analyses and forecasts contained in this Presentation are 
based on assumptions believed to be reasonable in light of the information 
presently available. Such assumptions (and the resulting analyses and 
forecasts) may require modification as additional information becomes 

available and as economic and market developments warrant. Any such 
modification could be either favorable or adverse. Nothing contained in 
this Presentation may be relied upon as a guarantee, promise, assurance or 
a representation as to the future. 
Any index referred to herein is the intellectual property (including 
registered trademarks) of the applicable licensor. Any product based 
on an index is in no way sponsored, endorsed, sold or promoted by the 
applicable licensor and it shall not have any liability with respect thereto. 
Real estate investments are subject to special risks, including interest rate 
and property value fluctuations, as well as risks related to general and 
economic conditions. 
Morgan Stanley, its affiliates and Morgan Stanley Financial Advisors do 
not provide tax, accounting or legal advice. Individuals should consult 
their tax advisor for matters involving taxation and tax planning and their 
attorney for matters involving legal matters. 
Morgan Stanley is not responsible for the information contained on any 
third party website or your use or inability to use such site, nor do we 
guarantee its accuracy or completeness. The terms, conditions, and privacy 
policy on any third party website may be different from those applicable 
to your use of any Morgan Stanley website. The opinions expressed by the 
author of an article written by a third party are solely his/her own and do 
not necessarily reflect those of Morgan Stanley. The information and data 
provided by any third-party website of publication is as of the date of the 
material when it was written and is subject to change without notice. 

DISTRIBUTION 
This communication is only intended for and will only be distributed to 
persons resident in jurisdictions where such distribution or availability 
would not be contrary to local laws or regulations. 
Financial intermediaries are required to satisfy themselves that the 
information in this document is suitable for any person to whom they 
provide this document in view of that person’s circumstances and purpose. 
Morgan Stanley Investment Management shall not be liable for, and 
accepts no liability for, the use or misuse of this document by any such 
financial intermediary. If such a person considers an investment, she/he 
should always ensure that she/he has satisfied herself/himself that she/
he has been properly advised by that financial intermediary about the 
suitability of an investment.
This material is for Professional Clients/Accredited Investors only.
In the EU, MSIM materials are issued by MSIM Fund Management (Ireland) 
Limited (“FMIL”). FMIL is regulated by the Central Bank of Ireland and 
is incorporated in Ireland as a private company limited by shares with 
company registration number 616661 and has its registered address at 24-
26 City Quay, Dublin 2, DO2 NY19, Ireland. 
Outside the EU, MSIM materials are issued by Morgan Stanley Investment 
Management Limited (MSIM Ltd) is authorised and regulated by the 
Financial Conduct Authority. Registered in England. Registered No. 1981121. 
Registered Office: 25 Cabot Square, Canary Wharf, London E14 4QA. 
In Switzerland, MSIM materials are issued by Morgan Stanley & Co. 
International plc, London (Zurich Branch) Authorised and regulated by 
the Eidgenössische Finanzmarktaufsicht (“FINMA”). Registered Office: 
Beethovenstrasse 33, 8002 Zurich, Switzerland. 
Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo 
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM 
FMIL (Amsterdam Branch), Rembrandt Tower, 11th Floor Amstelplein 
1 1096HA, Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de 
Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid Branch), Calle 
Serrano 55, 28006, Madrid, Spain. Germany: MSIM FMIL Frankfurt 
Branch, Große Gallusstraße 18, 60312 Frankfurt am Main, Germany 
(Gattung: Zweigniederlassung (FDI) gem. § 53b KWG). Denmark: MSIM 
FMIL (Copenhagen Branch), Gorrissen Federspiel, Axel Towers, Axeltorv2, 
1609 Copenhagen V, Denmark.

MIDDLE EAST
Dubai International Financial Centre: This information does not 
constitute or form part of any offer to issue or sell, or any solicitation 
of any offer to subscribe for or purchase, any securities or investment 
products in the UAE (including the Dubai International Financial Centre 
and the Abu Dhabi Global Market) and accordingly should not be 
construed as such. Furthermore, this information is being made available 
on the basis that the recipient acknowledges and understands that the 
entities and securities to which it may relate have not been approved, 
licensed by or registered with the UAE Central Bank, the Dubai Financial 
Services Authority, the UAE Securities and Commodities Authority, the 
Financial Services Regulatory Authority or any other relevant licensing 
authority or government agency in the UAE. The content of this report 
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has not been approved by or filed with the UAE Central Bank, the Dubai 
Financial Services Authority, the UAE Securities and Commodities 
Authority or the Financial Services Regulatory Authority.
Abu Dhabi Global Market (“ADGM”): This material is sent strictly within 
the context of, and constitutes, an Exempt Communication. This material 
relates to strategy which is not subject to any form of regulation or 
approval by the Financial Services Regulatory Authority of the Abu Dhabi 
Global Market (the “FSRA”). 
The FSRA accepts no responsibility for reviewing or verifying any 
prospectus or documents in connection with strategy. Accordingly, the 
FSRA has not approved this material or any other associated material nor 
taken any steps to verify the information set out in this material, and has 
no responsibility for it. 
The financial product to which this material relates may be illiquid and/
or subject to restrictions on its resale. Prospective purchasers should 
conduct their own due diligence on the financial product. This material 
does not constitute or form part of any offer to issue or sell, or any 
solicitation of any offer to subscribe or purchase strategy in the Abu Dhabi 
Global Market and accordingly should not be construed as such. If you 
do not understand the contents of this material you should consult an 
authorised financial adviser
Hong Kong: This document has been issued by Morgan Stanley Asia 
Limited, CE No. AAD291, for use in Hong Kong and shall only be made 
available to “professional investors” as defined under the Securities 
and Futures Ordinance of Hong Kong (Cap 571). The contents of this 

document have not been reviewed nor approved by any regulatory 
authority including the Securities and Futures Commission in Hong Kong. 
Accordingly, save where an exemption is available under the relevant law, 
this document shall not be issued, circulated, distributed, directed at, or 
made available to, the public in Hong Kong. Singapore: This material is 
disseminated in Singapore by Morgan Stanley Investment Management 
Company, Registration No. 199002743C. This material should not be 
considered to be the subject of an invitation for subscription or purchase, 
whether directly or indirectly, to the public or any member of the public 
in Singapore other than (i) to an institutional investor under section 304 
of the Securities and Futures Act, Chapter 289 of Singapore (“SFA”), (ii) 
to a “relevant person” (which includes an accredited investor) pursuant 
to section 305 of the SFA, and such distribution is in accordance with 
the conditions specified in section 305 of the SFA; or (iii) otherwise 
pursuant to, and in accordance with the conditions of, any other applicable 
provision of the SFA. This material has not been reviewed by the Monetary 
Authority of Singapore. Australia: This material is disseminated in 
Australia by Morgan Stanley Investment Management (Australia) Pty 
Limited ACN: 122040037, AFSL No. 314182, which accept responsibility 
for its contents. This publication, and any access to it, is intended only 
for “wholesale clients” within the meaning of the Australian Corporations 
Act. Calvert Research and Management, ARBN 635 157 434 is regulated 
by the U.S. Securities and Exchange Commission under U.S. laws which 
differ from Australian laws. Calvert Research and Management is exempt 
from the requirement to hold an Australian financial services licence 
in accordance with class order 03/1100 in respect of the provision of 
financial services to wholesale clients in Australia.




