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THE POST-PANDEMIC ERA:
A NEW ROARING 20'S?

0

20

40

60

80

Da
ily

 N
ew

 C
or

on
av

iru
s 

C
as

es
 p

er
 1

00
K

20.1

78.2First Vaccine 
Administered

As of June 15, 2021
Trailing 7-day average for daily Coronavirus cases
Sources: Marcus & Millichap Research Services, The New York Times, Bloomberg L.P.

U.S. VACCINATIONS APPROACHING A TIPPING POINT
SPURS ACCELERATED ECONOMIC GROWTH

U.S. Vaccination Rollout
• 44.1% Fully Vaccinated
• 52.7% Have Had First Shot
• 1.2M Doses/Day
• Approaching Broad Immunity

Current Cases: 4.1



* Through May 2021
Sources: Marcus & Millichap Research Services, BLS
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+8.3M

-8.7M

+22.8M

HIRING HAS RECOVERED TWO-THIRDS OF LOSSES, 
BUT SPECIFIC SECTORS PARTICULARLY HARD HIT

-22.4M

+14.7M

* Job openings through April; Unemployed through May 
Sources: Marcus & Millichap Research Services, BLS
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STIMULUS POLICIES CREATED EMPLOYMENT DISCONNECT;
UNEXPECTED LABOR SHORTAGES CREATING HEADWINDS



* Through May; CEO outlook through 1Q
Sources: Marcus & Millichap Research Services, National Federation of Independent Business, Business Roundtable, The Conference Board

CONFIDENCE/OPTIMISM RECOVERING;
RAPID GOVERNMENT INTERVENTION LIKELY PLAYED KEY ROLE
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THREE ROUNDS OF STIMULUS DROVE SIGNIFICANT SPENDING SURGE;
SEVERAL SECTORS STILL MAKING RECOVERY HEADWAY
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Feb. 2020: +2.6% -29%

* Through April; Air passenger throughput through June 15
Adjusted for inflation using core PCE
Trailing 7-day average for air passenger throughput
Sources: Marcus & Millichap Research Services, U.S. Census Bureau, National Association of Realtors, Transportation Security Administration 



* Through May
** Forecast
Includes investment in prime, government and tax-exempt funds for retail and institutional accounts
Sources: Marcus & Millichap Research Services, Office of Financial Research, Board of Governors of the Federal Reserve System

VACCINE/HERD IMMUNITY COULD UNLOCK $4+ TRILLION; 
WILL BOOST SPENDING, BUSINESS EXPANSION AND INVESTMENT

+$4.8T 
Since Feb. ‘20
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2021 GDP Forecasts
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Saving Deposit Money Market Funds

Morgan Stanley 8.1%
Goldman Sachs 8.0%
Deutsche Bank 7.5%
Barclays 6.7%
FOMC 6.5%
Consensus 6.4%+

INTEREST RATES REMAIN IN-CHECK FOR NOW BUT RISING
INFLATIONARY PRESSURE COULD FORCE THE FED’S HAND

* Through April; CPI and Core CPI through May; 10-Year Treasury through June 15
Sources: Marcus & Millichap Research Services, Federal Reserve, BEA, Board of Governors of the Federal Reserve System
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Inflation Components/Duration

CPI +4.9%
Core CPI +3.8%
Core PCE +3.1%

Other Inflation Measures*
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* Through May 
** Lumber Y-O-Y through May 2021; Gasoline Y-O-Y through June 2021
Core retail sales excludes autos and gas
Sources: Marcus & Millichap Research Services, U.S. Census Bureau, Board of Governors of the Federal Reserve System, BLS, Energy Information Administration

RAW MATERIALS, COMMODITIES AND SUPPLY CHAIN DISRUPTION 
INFLATION LIKELY TRANSITORY
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+22.9%

Supply Chain

Lumber +114.3%
Gasoline +45.7%

Other Materials**

* Through 1Q; Home prices through April
Sources: Marcus & Millichap Research Services, BLS, National Association of Realtors

WAGE AND HOUSING INFLATION MORE STICKY - LIKELY TO LAST AWHILE
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PANDEMIC-DRIVEN BEHAVIOR CHANGES:
IMPLICATIONS FOR COMMERCIAL REAL ESTATE?
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“How often would you want to work remotely after COVID-19 is no longer a concern?”

January 2021June 2020

46% Want to Work in Office
Majority of the Week

54% Want to Work at Home
Majority of the Week

WORKING FROM HOME STRUCTURALLY CHANGED BEHAVIOR –
WILL IT BE PERMANENT?

58%

42%



* Through 1Q
Includes downtown and suburban submarkets for 48 major metros
Calculated as difference in net flow from April to December 2020 from the prior three-year average
Sources: Marcus & Millichap Research Services, Federal Reserve Bank of Cleveland, Federal Reserve Bank of New York/Equifax Consumer Credit Panel, American Community Survey, RealPage, Inc., CoStar Group, Inc.
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MIGRATION FROM MAJOR URBAN AREAS LARGELY WENT TO SUBURBS;
WILL THE MOVE STICK OR WILL THERE BE A RETURN TO THE CORE?

Change in Net Outflow (Migrants per 100K)
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* Through 1Q
Mortgage payments based on quarterly median home price for a 30-year fixed rate mortgage, 90% LTV, taxes, insurance, and PMI
Imputed homeownership rate, actual survey data from the U.S. Census Bureau cites significant anomalies caused by the COVID Health Crisis
Sources: Marcus & Millichap Research Services, RealPage, Inc., Freddie Mac, National Association of Realtors, U.S. Census Bureau

HOMEOWNERSHIP ON THE RISE BUT COST BARRIER EXPANDING;
PORTENDS STURDY APARTMENT DEMAND OUTLOOK
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* Median age as of 2020
** Forecast
Sources: Marcus & Millichap Research Services, U.S. Census Bureau, John Burns Real Estate Consulting
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2021 Age

72.1 Million

First Home Purchase* 
Marriage*

Share of Household Growth

DEMOGRAPHICS DRIVE SUBURBAN REVIVAL AS MILLENNIAL 
GENERATION ENTERS TYPICAL AGE OF FAMILY FORMATION

Five-year period: 2020 to 2025
Bubble size correlates to absolute population change
Forecast using Moody’s baseline scenario as of April 2021
Sources: Marcus & Millichap Research Services, U.S. Census Bureau, Moody’s Analytics

WORK FROM HOME ACCELERATED “QUALITY OF LIFE” MIGRATION;
SOUTHERN STATES BENEFITING MOST

5-Year Pop. Growth
Forecast % Change

4% to 6%

Less than 1%

Greater than 6%

1% to 4%





PROPOSED TAX LAW CHANGES:
A COMMERCIAL REAL ESTATE GAME CHANGER?

$173K$81K$20K

PROPOSED: INCREASE TOP PERSONAL INCOME-TAX FROM 37% TO 39.6%

Tax Rate Was Lowered from 39.6% to 37%
in 2017

New Proposal Reverts Back to 39.6%

Earnings Thresholds for Top Rate:

Single Filers: $524K+

Joint Filers: $628K+

Modest Pushback Thus Far

Existing Income-Tax Rate by Income Tier
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Proposed: 
39.6%



PROPOSED: INCREASE CAPITAL GAINS TAX FOR INCOME OVER $1M

Existing Max Capital Gains Rate:
Single Filers: $446K+ 20%
Joint Filers: $502K+ 20%

Proposed Max Capital Gains Rate:
$1+ Million: 39.6%

Unintended Consequence:
Discourages Investment
If Rate Too High Investors Recognize
Less Gains Through Asset Sales

Significant Sticking Point; Many Anticipate
Negotiated Rate in the 28%-32% Range

GDP Growth vs. Max Capital Gains Tax
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Includes short and long-term net positive gains. Long-term gains excluded prior to 1987 are included in realized capital gains. Data for each 
year include some prior year returns.
Sources: Marcus & Millichap Research Services, BEA, Treasury Department, Congressional Budget Office 

PROPOSED: SET $500K CAP ON 1031 LIKE-KIND EXCHANGES

Approximately 10%-20% of CRE Transactions
Use 1031 Exchange to Defer Taxes on Gains
of Like-Kind Properties

Current Law Has Already Incorporated Many
Restrictions, Compliance and Limitations

In Majority of Cases, Exchanges Result in
Improvements and Value-Add Investments
Generating Significant Economic Activity

Unintended Consequences:
Likely Reduces Transaction Activity,
Investment Capital, Development
Significant Negative Economic Impact

1031 Exchanges Create:

568K Total Jobs

$27.5B Total Labor Income

$55.3B Total Value Added

$7.8B Fed, State & Local Tax Revenue

Impact on Commercial Real Estate

Sources: Marcus & Millichap Research Services, Ernst & Young, Federation of Exchange Accommodators (Ling & Petrova)



PROPOSED: CARRIED INTEREST TAXED AS ORDINARY INCOME

What Is Carried Interest?
Share of value creation earned by managing partners based on “sweat equity”/non-
capital investment
Currently taxed as capital gains

Who Does It Affect?
General partners of real estate investment and development funds or other types of
investment partnerships such as private equity or hedge funds
In addition to direct capital contributions to an investment, managing partners often
provide expertise, time and assume other risks/responsibilities

Projected Revenue: $7.4B to $14B Over 10 Years

Unintended Consequences: Disincentivizes risk taking and entrepreneurship, particularly on real
estate development, reuse and value-add projects; could impact supply-short property types

Sources: Marcus & Millichap Research Services, Tax Foundation, NMHC

PROPOSED: ELIMINATION OF BASIS STEP-UP FOR INHERITED PROPERTY 

What Is Step-Up Basis?

Taxpayers receive a basis step-up to
current market value of real estate
inherited from an estate

Wipes depreciation upon inheritance;
reduces complex record keeping;
reduces risk of severe estate taxes

Proposed Changes:

Eliminate the step-up basis for gains of
$1M or more ($2M or more for joint)

Estate “death tax” obligation of total
gain at time of death

Step-Up Basis ExampleStep-Up Basis Overview

Waiting for Example
from Lisa Knee

Proposed Plan

FMV of Property on Date of Death $20,000,000

Federal Tax

Capital Gain 39.6% ($4,579,384)

Net Investment Income Tax 3.8% ($439,436)

Less: Proposed Taxes ($5,018,819)

Less: Repayment of Debt ($15,000,000)

Net Proceeds ($18,819)

Does not include estate tax; Additionally, there is uncertainty whether the estate will receive a deduction for income tax paid at death.
Does not include possible local transfer taxes or closing costs
Example based on purchase price of $10M held for 10 years depreciated on 39-year basis with $15M of debt; Does not include State Taxes
Sources: Marcus & Millichap Research Services, EisnerAmper





MULTIFAMILY FUNDAMENTALS TRENDS
WILL HOUSING DEMAND REMAIN STRONG?

* Forecast
Sources: Marcus & Millichap Research Services, U.S. Census Bureau, RealPage, Inc., Moody’s Analytics

HOUSING DEMAND EXPECTED TO OUTPACE CONSTRUCTION
U.S. HOUSEHOLD FORMATION VS. HOUSING COMPLETIONS
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* Forecast
Sources: Marcus & Millichap Research Services, RealPage, Inc.

U.S. APARTMENT DEMAND REMAINS EXCEPTIONALLY STRONG;
ABSORPTION NEARLY KEEPING PACE WITH RECORD CONSTRUCTION
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* Through 1Q
** Forecast
Sources: Marcus & Millichap Research Services, RealPage, Inc.
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WHAT APARTMENT SEGMENT IS MOST IN DEMAND?

2018 4.6%

2019 4.2%

2020 4.4%

2021** 4.5%

U.S. Avg. 
Vacancy Rate



* Forecast
Bubble size correlates to absolute completions
Sources: Marcus & Millichap Research Services, RealPage, Inc., CoStar Group, Inc.

DEVELOPERS FOCUSING CONSTRUCTION ON POPULATION GROWTH 
MARKETS – HEAVIEST ACROSS SOUTHERN STATES

2021* Completions As 
Percent of Inventory

2% to 3%

Greater than 4%

1% to 2%

3% to 4%

Less than 1%

U.S.: 1.8%

* Forecast
Sources: Marcus & Millichap Research Services, RealPage, Inc., CoStar Group, Inc.

VACANCY PERFORMANCE HIGHLY LOCALIZED – SOME MARKET MAY 
MOVE SIGNIFICANTLY AS LIFE REVERTS TO “NORMAL” 

U.S. Avg.: 4.5%

2021* Vacancy Rate

4% to 5%

Greater than 6% 

3% to 4%

5% to 6%

Less than 3% 





MULTIFAMILY INVESTMENT SALES TRENDS
WILL INVESTOR DEMAND REMAIN STRONG?
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* Through 1Q
Includes sales $1 million and greater
Sources: Marcus & Millichap Research Services, CoStar Group, Inc., Real Capital Analytics

5.1%

U.S. APARTMENT PRICING MOMENTUM REMAINS STRONG; ELEVATED 
INVESTOR ACTIVITY SUPPORTED BY NUMEROUS POSITIVE DRIVERS



INVESTOR SURVEY: BUYERS FAVOR ASSETS IN SMALLER MARKETS
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“In your view, is now the time to buy, hold or sell each of the following locations?” 

As of 1H 2021
Base: All respondents (n=509).
Sources: Marcus & Millichap Research Services, M&M/NREI Investor Survey

* Through 4Q
** Trailing 12-month average
Includes sales $15 million and greater
Sources: Marcus & Millichap Research Services, Real Capital Analytics, CoStar Group, Inc.

APARTMENT INVESTORS PURSUE YIELD AND DEMOGRAPHICS –
CAPITAL ALLOCATIONS MOVING BEYOND THE CORE
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* Through June 15
Includes sales $1 million and greater
Sources: Marcus & Millichap Research Services, CoStar Group, Inc., Real Capital Analytics, Federal Reserve
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* Through 1Q
Includes sales $1 million and greater
Preferred Markets Include: NY, DC, BOS, SD, LA, OC, SJ, SF, SEA
Sources: Marcus & Millichap Research Services, Real Capital Analytics, CoStar Group, Inc.

SMALLER MARKETS EXPERIENCING INCREASE CAP RATE PRESSURE;
YIELD SPREAD TIGHTENING
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As of 1Q 2021
Prior peak from 2005 to 2008
Includes sales $1 million and greater
Bubble size corresponds to percent change in price
Sources: Marcus & Millichap Research Services, Real Capital Analytics, CoStar Group, Inc.

NATIONAL PRICE GROWTH RANK BY MARKET
PERCENT INCREASE SINCE PRIOR PEAK (PEAK YEAR VARIES BY MARKET)

Price Change from 
Prior Peak

60% to 80%

Less than 40%

80% to 100%

40% to 60%

Greater than 100% 

U.S. Avg.: +60%

As of 1Q 2021
Includes sales $1 million and greater
Sources: Marcus & Millichap Research Services, Real Capital Analytics, CoStar Group, Inc.

AVERAGE CAP RATES VARY SIGNIFICANTLY BY METRO
$1M+ MARKET AVERAGE INCLUDES ALL PROPERTY CLASSES AND SIZES

1Q 2021 Apartment 
Cap Rates

5.5% to 6.0%

Less than 5.0% 

6.0% to 7.0%

5.0% to 5.5%

Greater than 7.0% 

U.S. Avg.: 5.1%
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