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Suburban Strength, Youth Factor,
Supply Contraction Signal Turnaround

Rent growth returns as development slows. San Antonio’s affordability
continues to attract young adults, earning the metro a top-five ranking
nationwide for population growth among 20- to 34-year-olds over the

past three years. This demographic shift is supporting an expanding job
base, with San Antonio projected to rank second in employment growth
among major U.S. markets in 2026. Anchored by healthcare, government,
and defense sectors, the metro’s economy is expected to remain resilient
even as national job growth slows. With fewer apartment completions on
the horizon, vacancy is projected to stand roughly 200 basis points below
its 2023 peak, setting the stage for a reversal of the three-year rent-decline
trend. Despite its midsized population and apartment inventory, San
Antonio currently has the highest vacancy rate and the lowest average rent
among major U.S. metros. This combination suggests upside potential from
migration even as new supply continues to contract and demand stabilizes.
These conditions are expected to support a more balanced rental market,
especially in areas with limited future development.

Investors target outer-ring high-growth submarkets. Investor attention
is increasingly focused on San Antonio’s Far Northwest and North Central
submarkets, which benefit from proximity to major employment centers,
particularly in health care. These areas are experiencing strong population
growth and the lowest vacancy rates in the metro, contributing to a

near doubling of transaction velocity last year. With minimal apartment
deliveries expected in 2026, fundamentals in these submarkets should
remain tight, offering favorable conditions for institutional investors
seeking stable income and reduced lease-up risk. Meanwhile, the Far West
submarket is emerging as a growth node, underscored by AT&T’s relocation
there of its regional headquarters from Downtown side this year. A
concentration of middle-income jobs and improving infrastructure enhance
its appeal for strategies focused on newer assets. Downtown also warrants
attention, as the newly approved San Antonio Spurs stadium and UTSA’s
ongoing expansion are poised to increase foot traffic downtown and could
generate compelling value-add opportunities in the years ahead.
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Employment Trends
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A 55 percent reduction in construction activity for 2026 translates

. . . Key Performance Index
into one of the largest one-year improvements in the supply score

across the entire KPT set. San Antonio’s supply score earns a 5 this 10
year, up from 11in 2025. Lower new supply pressure, in turn, supports
enhanced KPI readings of 5 and 3 for demand and rent, respectively. 8
San Antonio ties with Dallas-Fort Worth for the lead among the 6 > >
major Texas metros in the liquidity KPI, with a value of 6. Alamo City > >
also records a matching yield score of 6, trailing only Houston. San “
Antonio’s average cap rate hit a decade high in 2025. >
2
Note: The Key Performance Index provides a metro-level relational benchmark scaled from °

1-10 for five key metrics.
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