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Executive Summary
•

The CARES Act has proven to be effective in
buoying the multifamily industry—particularly via
the $600 weekly Federal Pandemic Unemployment
Compensation (FPUC) and Pandemic Unemployment
Assistance (PUA)—as multifamily rent payments have
held through mid-July.

•

Looking ahead, it is assumed that Congress will
negotiate a Phase 4 stimulus package in July. The full
additional $600 per week is unlikely to be extended
past July, but some continued benefit enhancement
is likely. We assess how markets may fare without a
commensurate extension of these benefits.

•

In general, the pandemic relief bills have helped
sustain multifamily rent payments for Class A and
Class B assets—explaining why delinquency rates
have remained relatively stable with the government’s
support. However, our analysis shows that rent
payments are becoming more challenging in Class
A or B assets among the top three most expensive
Gateway markets: San Francisco area, New York, and
Los Angeles.

•

Class C has demonstrated its vulnerability during this
crisis. Its delinquency rates have been higher than
Class A and B despite the stimulus, due in large part
to the fact that its renter population has borne the
brunt of COVID-19-related job losses.

•

Meanwhile, Class A asset performance has softened
with a decline in effective rents year-over-year in
second quarter 2020.

•

In the near term, conventional Class B appears to be
the “goldilocks” in this bear market. Class B maintains
a relative buffer when weighing a mix of factors: (a)
its advantage over Class C’s vulnerable employment
base; (b) its advantage in terms of facing limited new
supply compared to Class A; and, (c) its potential for
trickle down demand from top-end Class A tenants
desiring to cut their fixed household costs during a
recession.
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Specter of a looming cliff?
The CARES Act has proven to be effective in buoying the
multifamily industry—particularly via the $600 weekly
Federal Pandemic Unemployment Compensation (FPUC)
and Pandemic Unemployment Assistance (PUA)—as
multifamily rent payments have held through mid-July.
The National Multifamily Housing Council (NMHC) Rent
Payment Tracker reports that 91.3% of renter households
made full or partial payment July 1 through July 20.1
And, Nareit reported that June apartment REIT rent
collections stood at 97.5% of typical rent collections for
the sector. 2 However, elevated weekly unemployment
insurance benefits at current levels are set to expire by
July 25 in most states and have become a nonstarter
in the Senate as it is argued they have the potential to
disincentivize returning to work. 3
Given that more than 18 million are still unemployed
(approximately 12 million more than pre-COVID-19
levels), we explore the extent to which each multifamily
asset class is likely to face greater risk absent any
additional stimulus. 4

Uneven Impact of Jobless Claims –
Class C Most Exposed
Employment conditions have clear implications for
the multifamily sector and these impacts vary by both
property class and geography largely tied to their
intersection with employment by industry. The threemonth decline in Leisure & Hospitality employment, for
example, impacted more than seven million workers
and accounts for nearly 40% of jobs lost in March, April
and May. 5 According to the BLS, the average monthly
earnings of those who work in Leisure & Hospitality is

1
2
3
4
5
6
7
8
9

approximately $1,700 in 2020—the lowest of all major job
sectors tracked by the BLS.6 Given that earnings average,
we assume that a high percentage of the workers in this
sector lease Class C apartments. Thus, the severe job
losses occurring in the Leisure & Hospitality sector due
to COVID-19 are having a direct impact on the Class C
portion of the multifamily industry.

POLICY DEPENDENT EXPOSURE

Without the additional unemployment
benefit, unemployment claimants in Class
A units would encounter affordability
issues in the majority of markets, while
the average Class B effective rents in 13
of the top 25 markets would enter the
cost burdenship range.
Pinnacle, a Cushman & Wakefield subsidiary and
the third largest third-party multifamily property
management firm in the U.S., provides additional insight
into both market-level and class-level performance.
Nationwide, Class A and B delinquency rates stood
shoulder-to-shoulder at roughly 6% to 7% by the close
of June whereas Class C exceeded those rates by two
to three percentage points.7 The magnitude of Class C
delinquency at 9% to 10% is no small matter. Market-rate
Class C properties in the U.S. constitute 7.7 million units
and 45% of market-rate multifamily inventory. 8 Therefore,
an average nationwide 10% delinquency rate among
Class C units could amount to $8.8 billion rental revenue
loss in a year.9
Hawaii, Nevada, Oregon, New York and Washington, DC
have been the hardest hit in terms of total unemployment
claims since mid-March, ranging from 18 to 21% of pre-

https://www.nmhc.org/research-insight/nmhc-rent-payment-tracker/
Nareit “REIT Industry June Rent Collections”
Due to variations in how states define their benefit week, wording in the CARES Act may not allow benefit payments for the last week in July unless
the benefit week for state in question extends beyond July 31; https://wdr.doleta.gov/directives/attach/UIPL/UIPL_15-20.pdf
https://www.bls.gov/web/empsit/cpseea30.htm
https://www.bls.gov/ces/
BLS
Pinnacle Property Management sample size of 136,000 units.
CoStar
The average Class C effective rent nationwide is $1,023. We took the number of existing Class C units as of first quarter 2020, accounted for vacant
units (6.0%), calculated the number of occupied units that would constitute 10% delinquency and multiplied by $1,023.
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COVID-19 labor force through June 27.10 At a metro level,
Las Vegas (33.5%), Detroit (24.4%), Cleveland (23.1%), Los
Angeles (18.8%), New Orleans (18.8%), Chicago (17.5%)
and Seattle (16.7%) have been hardest hit according to
April’s official unemployment rate.11
With the exception of Seattle at 6.0%, multifamily
delinquency rates in these markets have evolved in
parallel with the health of their respective labor markets.
New York has been most impacted with delinquency
of 20% in June.12 As with national trends, Class C has
underperformed higher classes across markets. For
example, Class C delinquency exceeded Class A by 350 to
500 bps in Seattle, Las Vegas, Los Angeles and Chicago.13
Bright spots in terms of delinquency are markets such as
Phoenix, San Diego, Dallas, Denver, San Jose, Oakland,
Minneapolis and Austin with 5% delinquency or less.

Class B Emerging as Goldilocks
in this Bear Market
Compared to Class C, Class A and Class B benefit from
a tenant base that has been comparatively insulated
from job loss in aggregate. Based upon average
Class B rent in the U.S. in 2019, Class B targets renter
households earn greater than $50,000 annually or just
over $1,000 in weekly earnings. This segment largely
excludes services, transportation and manufacturing
occupations and encompasses management,
business and financial operations occupations as
well as professional and related occupations.14 These
occupations have been resilient thus far. Only 6.9% of
the unemployed population in May held management,
business and financial occupations. Less than 1% of
those in management of companies and enterprises

were impacted by unemployment and only 3.1% of
professional, scientific and tech services.15
At the same time, Class B has lower vacancy and limited
new construction compared to Class A; therefore,
relatively fixed supply will support pricing. In the 12
months leading up to Q2 2020, Class A comprised 67%
of new construction units delivered versus 33% Class B,
a trend that has been consistent in recent years. These
factors have begun to play out in 2020. While Class A
effective rents declined by 1.6% year-over-year as of the
second quarter, Class B nationwide demonstrated more
resilience with flat rent growth quarter-over-quarter and
an increase of 1.0% in rent year-over-year. At the same
time, Class B vacancy remained effectively stable quarterover-quarter and increased 100 bps year-over-year
compared to a 200 bps rise in Class A vacancy.16
Going forward, Class B will draw some Class A tenants
down who seek to reduce household costs during a
recession. Pinnacle’s data provides an early indicator
of this trend taking hold in a portion of the renter
population. Of renter households that moved out of
Pinnacle’s portfolio of properties in late May to late
June, approximately 4% of those who gave a reason for
moving indicated they sought lower rents. An additional
2% moved for financial reasons other than job loss.17
Further, the current backdrop of recession adds a layer to
mounting pressures on rent as a percent of wallet share,
a trend that was already occurring pre-COVID-19. As an
illustration of the trend, Freddie Mac conducted a survey
in second quarter 2019 that gauged how various types of
debt shaped renter and homeowner housing choices. In
this survey, 22% of renter respondents chose a cheaper
home in order to pay back student debt.

10 Moody’s Analytics
11 https://www.bls.gov/web/metro/laummtrk.htm
12 Pinnacle Property Management data; Las Vegas (10.4% among 19k+ units), Los Angeles (7.4% among 6K units), and Chicago (9.5% among 2.5k
units)
13 Pinnacle Property Management data for Class A, B, and C; Seattle – (3.1% / 4.6% / 8.1%); Las Vegas – (9.7% / 9.8% / 13.2%); Los Angeles – (8.6% /
6.1% / 12.5%) 380 bps; Chicago – (6.8% / 11.3% / 11.0%) 420 bps
14 BLS Current Population Survey, 2019 data and BLS First Quarter 2020 Usual Weekly Earnings of Wage and Salary Workers
15 Moody’s Analytics and BLS Current Population Survey
16 CoStar Q2 2020 data
17 The sample consists of 3,800 tenants who moved out between May 23, 2020 to June 23, 2020 in Pinnacle’s portfolio of assets.
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Figure 1. Multifamily & Employment Exposure by Market

Market

Class C Exposure
(% Inventory)

U.S.

44%

Detroit
Las Vegas
Los Angeles
New York
Northern New Jersey
Orlando

65%
23%
71%
58%
62%
21%

Boston
Chicago
East Bay
Miami
Philadelphia
Portland
San Diego
San Francisco
Seattle
Tampa

39%
50%
66%
55%
45%
41%
58%
55%
37%
32%

Atlanta
Austin
Baltimore
Dallas-Fort Worth
Denver
Houston
Minneapolis
Phoenix
Washington, DC

12%
17%
42%
26%
29%
33%
57%
28%
30%

RISK FACTORS
Employment Exposure
(Feb-20 % Employment
Unemployment Rate
in Retail, Leisure
(May 2020)
& Hospitality)
22%
Higher Cash Flow Risk
20%
40%
22%
18%
19%
33%
Mid-Level Cash Flow Risk
20%
21%
20%
25%
21%
21%
24%
20%
21%
25%
Lower Cash Flow Risk
22%
23%
20%
21%
21%
21%
20%
23%
13%

June 2020
Delinquency Rates

13%

9%

24%
29%
19%
15%
15%
23%

7%
7%
20%
7%

16%
15%
13%
14%
13%
14%
15%
13%
15%
13%

8%
4%
7%
10%
3%
5%
6%
7%

10%
11%
10%
12%
10%
14%
10%
8%
9%

7%
5%
4%
4%
6%
5%
4%
12%

Source: Cushman & Wakefield Research, CoStar, BLS, Pinnacle, NMHC
Model weights are as follows: Class C Exposure (17.5%), Employment Exposure (17.5%), Unemployment Rate (35%), June 2020 Delinquency Rate (30%).

How does Market Risk Shift
without The CARES Act?

and $500 for each qualifying dependent under the age

The Coronavirus Aid, Relief, and Economic Security
(CARES) Act passed in late March 2020 provides more
than $2 trillion in economic relief to the American
public, tackling aid on various fronts including targeting
individuals, small businesses and state governments.

to the U.S. Census’ latest Household Pulse Survey, 86%

Direct payments. The CARES Act direct payment
provided $1,200 per individual, $2,400 for joint filers,

illustrating the importance of the check to subsidize

of 17 for individuals making less than $75,000. According
of respondents have received or expected someone in
the household to receive an Economic Impact Payment
or stimulus check. Of those who spent their checks, 78%
used the money to pay rent, mortgage and/or utilities,
housing costs.18

18 https://www.census.gov/library/stories/2020/06/how-are-americans-using-their-stimulus-payments.html?utm_campaign=20200624msacos2ccstors&utm_medium=email&utm_source=govdelivery
cushmanwakefield.com 4

CUSHMAN & WAKEFIELD RESEARCH

Class B Assets Emerging
as Early Outperformer
July 2020

Less than half
of Americans (47%)
have saved to cover
expenses for
three months or less
Eviction moratoriums. Beginning in March, the Federal
Housing Finance Agency (FHFA) provided mortgage
forbearance on GSE-backed multifamily assets if owners
suspend all tenant evictions for nonpayment of rent.19
Owners of GSE-backed properties could opt to take
the forbearance or not. The CARES Act expanded upon
this and prohibited evictions for nonpayment of rent for
GSE-backed multifamily loans for 120 days (through July
24), which comprises approximately half of all multifamily
units. 20 In a recent update, the FHFA announced on
June 29 that Fannie Mae and Freddie Mac are allowing
multifamily owners with existing forbearance agreements
to extend the forbearance for up to six months through
January 2021, which also extends bans on tenant
evictions for nonpayment of rent at these assets.
However, the moratoriums simply suspend the evictions
that would have occurred year to date, rather than resolve
the nonpayment issue. Therefore, a wave of evictions
may occur as these moratoriums lift at the same time
that boosted weekly unemployment benefits expire. In
addition to FHFA’s action, at least 15 states and at least
24 local jurisdictions have instituted eviction moratoriums
with deadlines that range from the end of May (California
and Colorado) to end of August (New York) while others
are contingent upon the end of a statewide state of
emergency. 21
Unemployment benefits. Most pertinent of all to the
multifamily sector is the boosted weekly unemployment

benefits from April through the end of July. As previously
discussed, lower- and middle-income workers are more
impacted by job losses. The CARES Act provides an
extra $600 per week to provide a temporary safety net
and backstop. The Congressional Budget Office (CBO)
indicated that extending the extra $600 per week
unemployment benefit from July through January 2021
means that slightly more than 80% of claimants would
collect a greater income through enhanced benefits than
from regular employment given that COVID-19 is likely to
result in fewer hours worked and lower pay. 22
The multifamily sector ultimately benefits from boosted
unemployment insurance benefits as many renter
households need the income to cover rents. According to
the Census Housing Pulse Survey, renter households who
indicated that they are using unemployment insurance
benefit payments to meet spending needs, 79% reported
having paid rent in June while 21% deferred or did not pay
rent in June. 23
The following table illustrates the monthly income-torent ratios with the assumption that on average, each
household consists of two income-earning persons.
Here we make the assumption that under worst case
job loss situation, both income earners are receiving
unemployment benefits through The CARES Act.
In this scenario, we have compared the maximum
unemployment benefit payment under The CARES
Act to average effective rents by class in each market
in order to produce an income-to-rent ratio. Any
ratio under 3.0 indicates that rents are not within the
affordable range compared to the benefits received. As
the table demonstrates, the majority of markets have
average effective rents that are affordable (ratio of 3.0
or more) under The CARES Act, except for Gateway
markets in California and New York.

19 https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Moves-to-Provide-Eviction-Suspension-Relief-for-Renters-in-Multifamily-Properties.aspx
20 https://www.consumerfinance.gov/coronavirus/mortgage-and-housing-assistance/renter-protections/
21 CT, DE, IN, KY, MD, MA, MN, NY, NJ, NC, PA, SC, TX, VA, and WA; Austin, Atlanta, Baltimore, Camden, Chicago, Dayton, Detroit, Los Angeles, Miami,
Newark, Nashville, New Orleans, New York City, Oakland, Orlando, San Diego, San Francisco, San Jose, Seattle, Stockton, DC, Philadelphia, Pittsburgh, and Portland; https://nlihc.org/eviction-and-foreclosure-moratoriums
22 https://www.cbo.gov/system/files/2020-06/56387-CBO-Grassley-Letter.pdf
23 Census Week 10 Household Pulse Survey: July 2 – July 7
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Figure 2. Rent Affordability with and without The CARES Act
Maximum Unemployment Benefit-to-Rent Ratios
April 1 through July 31
Market

Class A
With
CARES Act

Class B
Without
CARES Act

With
CARES Act

Class C
Without
CARES Act

With
CARES Act

Without
CARES Act

Atlanta

4.8

vs.

1.8

6.5

vs.

2.5

7.9

vs.

3.0

Austin

6.0

vs.

2.8

7.3

vs.

3.4

8.5

vs.

3.9

Baltimore

4.5

vs.

1.9

6.1

vs.

2.6

7.5

vs.

3.2

Boston

5.0

vs.

3.4

6.5

vs.

4.4

8.0

vs.

5.4

Chicago

4.3

vs.

2.2

7.4

vs.

3.9

9.5

vs.

5.0

Dallas

6.1

vs.

2.8

8.0

vs.

3.7

9.4

vs.

4.4

Denver

5.5

vs.

2.8

6.7

vs.

3.4

8.4

vs.

4.3

Detroit

4.9

vs.

1.9

6.6

vs.

2.5

8.7

vs.

3.3

East Bay

2.7

vs.

1.2

3.3

vs.

1.4

4.3

vs.

1.8

Houston

6.0

vs.

2.8

8.9

vs.

4.1

10.5

vs.

4.9

Las Vegas

6.4

vs.

2.8

8.0

vs.

3.5

10.0

vs.

4.4

Los Angeles

2.8

vs.

1.2

3.9

vs.

1.7

5.3

vs.

2.3

Miami

3.2

vs.

1.0

4.1

vs.

1.3

5.8

vs.

1.8

Minneapolis

6.0

vs.

3.3

7.7

vs.

4.2

10.0

vs.

5.5

New York

2.3

vs.

1.0

2.9

vs.

1.3

4.5

vs.

2.1

Northern New Jersey

4.5

vs.

2.4

5.9

vs.

3.2

7.9

vs.

4.3

Orlando

4.6

vs.

1.4

5.4

vs.

1.7

6.6

vs.

2.1

Philadelphia

4.9

vs.

2.4

6.9

vs.

3.4

8.5

vs.

4.2

Phoenix

4.7

vs.

1.4

6.1

vs.

1.7

7.5

vs.

2.1

Portland

6.3

vs.

3.3

7.2

vs.

3.7

8.8

vs.

4.6

San Diego

3.4

vs.

1.4

4.2

vs.

1.8

5.5

vs.

2.3

San Francisco

2.0

vs.

0.9

2.8

vs.

1.2

3.2

vs.

1.4

Seattle

5.0

vs.

2.8

6.6

vs.

3.7

8.2

vs.

4.7

Tampa

4.6

vs.

1.4

5.9

vs.

1.9

7.1

vs.

2.2

Washington, DC

3.6

vs.

1.5

4.8

vs.

2.0

5.7

vs.

2.4

Source: CoStar, States Departments of Labor; Note: rent-to-income ratios below 3.0 are red.

Without the additional unemployment benefit,
unemployment claimants in Class A units would
encounter affordability issues in the majority of markets,
while the average Class B effective rents in 13 of the top
25 markets would enter the cost burdenship range.

upon businesses ability to reopen and provide employment.

Balancing Reopening with Loss of Enhanced
Unemployment Benefits

by far the largest job loss in history. Since then, as the

The extent to which ending enhanced unemployment
insurance benefits creates a wave of nonpayment and/or
evictions in the third and fourth quarters of 2020 hinges

Although states began to reopen in May, over the past few
weeks virus infections have intensified, causing many states
to slow or reverse their reopening plans.
The U.S. lost a record 20.8 million jobs in April 2020,
stay-at-home restrictions were lifted and US economy
began to reopen, millions of furloughed workers have
been called back to work and the employment data has
improved. In May and June, the U.S. economy regained
cushmanwakefield.com 6

approximately one-third of the total number of jobs
that were lost in April and 58% (10.6 million) of those
unemployed in June indicated that it is temporary. The
job recovery occurred in Retail, Leisure & Hospitality,
Education & Health Services, and Construction, driving
down unemployment from a historic high in April to 11.1%
in June. 24 Leisure & Hospitality’s hiring rate for the month
of May was nearly triple25 that of the national average and
the industry accounted for approximately 40% of the jobs
regained in June. Retail Trade and Education & Health
Services also improved notably, but remain 1.3 million and
1.8 million below February employment, respectively. 26
It is generally assumed, however, that as the virus
lingers, it will continue to result in sluggish growth.
Thus, it is also assumed that many of the job losses
that occurred earlier in the year will ultimately become
permanent job losses as the virus continues to impact
consumer and business demand. The number of
permanent job losers rose in June, increasing by
588,000 to 2.9 million. 27 Of course, the nature of the
economic recovery is highly uncertain and is ultimately
tied to the path of the pandemic and the actions taken
to contain it. Many scenarios can still play out.
It still remains to be seen what a Phase 4 stimulus
package would entail and has therefore put the
multifamily industry in a period of wait-and-see now that
Congress has returned from its holiday recess on July 20
and decides what action to take. However, the political
pressure and need for some sort of extension is apparent.
A Pew Research survey indicated that a quarter of
24
25
26
27
28
29
30

middle-income adults and just over half of lower-income
households reported having trouble paying some of
their bills. 28 Moreover, less than half of Americans (47%)
have saved to cover expenses for three months or less,
demonstrating the need for additional stimulus until the
economy regains better footing.
Political pressure is mounting for additional stimulus with
rising COVID-19 reported cases across most states, as of
this writing. Larry Kudlow, director of the White House
National Economic Council, and Senator Mitch McConnell
reaffirmed that options such as a second direct payment
are on the table. 29
Other proposals that have emerged include extending the
additional federal unemployment insurance benefit but at
a lower amount, incentivizing households with return-towork bonuses or one-time payments, or providing UI as a
percent of the person’s prior income. 30
Given the pressure, some manner of extension is
likely. Our analysis demonstrates potential nuances in
confidence levels based upon market and class. Virtually
all of the top markets become unaffordable for Class A
assets with standard unemployment benefits, and this
tranche has already demonstrated some softening on
the top end. Most of the markets that are unaffordable
for B are also unaffordable for C, while Class B has a
more resilient jobs tenant profile and may benefit from
downshifting Class A tenant demand. For all of those
reasons, Class B assets offer the least relative risk in the
near term.

BLS “The Employment Situation, June 2020”
BLS “Job Openings and Labor Turnover – May 2020”
BLS “The Employment Situation, June 2020”
ibid.
https://www.pewsocialtrends.org/2020/04/21/about-half-of-lower-income-americans-report-household-job-or-wage-loss-due-to-covid-19/
https://www.forbes.com/sites/reneemorad/2020/06/24/kudlow-another-round-of-stimulus-checks-on-the-table/#382fa45d1a41
https://www.cnbc.com/2020/07/01/the-next-relief-bill-could-include-stimulus-checks-work-bonuses.html
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