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Generational trends expected to play a
key role in real estate demand

There are significant demographic shifts under way that will transform
the U.S. economy and support long-term real estate prospects. The U.S.
population is aging, with the median age rising from 30 in the 1980s to
nearly 39 in 2024. Understanding the impact of generational transitions
as these groups mature can help identify outperforming markets, sectors

and locations.

Chart 1: The most influential U.S. generations are the
Millennials, Generation Z and the Baby Boomers
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U.S. population growth has been slowing since hitting a
high in the early 1990s. Generationally, Baby Boomers (born
1946 to 1964) peaked at 78 million, 13.5 million more than
Generation X (1965 to 1980). Millennials (1981 to 1996)
peaked at 73 million, surpassing Baby Boomers as the largest
cohort in 2020.

The maturation of Millennials and Gen Z is among
the most impactful demographic shifts for real
estate

Millennials have significantly reshaped the U.S. economy
during the past two decades. As the largest living adult
generation, Millennials’ unique preferences, behaviors
and economic circumstances continue to exert significant
influence on real estate market trends.

From 2023 to 2028, forecasts estimate the U.S. population
will grow by 16 million people to about 356 million.' During

Chart 2: Aging Millennials will play a pivotal role in
shaping the U.S. economy
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this time, the younger Millennial cohort will grow by 1.4
million people, while the older end of the Millennial cohort
will grow by 1.6 million people.

Gen Z, born 1997 to 2012, with a current population
5 million fewer than Millennials, is the key beneficiary of
immigration and is projected to become the largest cohort
by 2034, peaking at 78 million.

Millennials will continue to transform U.S.
household formation

The changing American household

Many Americans have chosen to marry later in life, delaying
the combining of households. Since 2000, the average age
of marriage has grown from 26 to 29 years old.? This trend
has resulted in a dramatic rise in single-person households
— particularly among Millennials, now aged between 28
and 43 years old.

Chart 3: Nearly 30% of U.S. households are single-
person households, reflecting a steady rise in recent
decades
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Delayed marriage and the rise in single-family households
has increased the propensity to rent among Millennials

By marrying later, Millennials spend more of their prime
renting years single. According to RealPage Analytics, the
median age of U.S. apartment renters is 32.> Many live with
roommates or family, but a significant number choose to
live alone, increasing demand for apartments and single-
family rentals.
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Oxford Economics projects 11 million new U.S. households
will form during the next decade, averaging 1.1 million
annually.

Renters will account for 4.2 million of these, or 420,000
per year, a moderate increase from the prior decade.
Homeowner households are projected to grow by 6.6
million, or 660,000 annually, slower than in the past decade.”

Chart 4: Shifting demographics will drive the greatest
growth in renter households
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As the national homeownership rate has fallen below
its 25-year average of 66 percent, the share of renter
households has risen, driven by historically low housing
affordability. The National Association of Realtors reports
the median age of first-time homebuyers has climbed to
38, up eight years since 2010.°

The evolving composition of the American household,
driven by the 73 million Millennials, has reshaped real estate
demand, with the U.S. residential rental market experiencing
the most significant impact.

Millennials are set to become the dominant U.S.
consumers while Gen Z should see an earnings
boost in the coming years

As the Baby Boomer generation declines in size, spending
power, and influence, Millennials’ dominance over the
economy will grow. Millennials have matured into their
prime working age, typically defined as ages 25 to 54,
and are approaching their peak earning years, historically
between ages 45 and 54.
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Chart 5: Millennial generation on the cusp of highest
earning potential and Gen Z to see significant bump
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Meanwhile, Gen Z is projected to see a significant pay
jump as they enter their mid-20s. During the next five years,
nearly 22 million Gen Z members will turn 25, a milestone
historically associated with a 42 percent earnings increase.

Location matters: Demographic changes will differ
both in and across U.S. markets

Millennials provide a suburban tailwind

As Millennials age into their mid-30s and beyond, suburban
demand is rising as young couples leave urban areas in
search of larger homes and better school districts for starting
families. A decade ago, Millennials in their 20s favored urban
cores, driving the live-work-play trend. By 2025, however,
many will be in their late 30s and 40s, with shifting priorities
reinvigorating suburbs and reducing demand for some
urban real estate.

The need for more space, combined with increased
acceptance of flexible work arrangements post-pandemic,
has boosted demand for many suburban property types
such as garden-style apartments, single-family rentals and
grocery-anchored retail.

Regions with the fastest projected growth in key age groups

The trend toward suburban living is expected to grow as
Millennials age, but these demographic shifts will not affect
all areas equally. Both Gen Z and Millennials have shown a
preference for U.S. regions offering advantages such as more
affordable housing, lower taxes and attractive climates. Many
are gravitating toward the Sun Belt and Mountain regions.
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The population of those aged 30 to 44 in the United States
is projected to grow by 0.5 percent annually during the
next five years. Among Sun Belt markets, such as Charlotte,
N.C., and Austin, Texas, this figure is 2.3 percent and 1.8
percent, respectively. Mountain region hubs Phoenix and
Denver are forecasted to grow by 1.5 percent and 1.3
percent annually. Conversely, traditional markets such as
Chicago and Los Angeles are predicted to underperform
relative to the national average for this demographic.

The divergent forecasts for where this key segment of the
population will grow fastest underscore the importance of
carefully evaluating target markets, as demographic shifts
can significantly impact real estate fundamentals in the
years ahead.

Chart 6: Strong growth in 30-44 age group is expected
across major U.S. metros, led by Sun Belt markets
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Source: Oxford Economics, as of December 2024

Near-term, the aging of the Millennial and Gen Z
generations will be a boost for the U.S. economy
and real estate demand

As Millennials and Gen Z age and approach higher
earning potential, their rising income is expected to boost
consumption and the U.S. economy overall. During the next
five years, U.S. personal earnings are expected to increase
by 2 percent, or by $200 billion in income.

Meanwhile, the traditional decline in earnings as older
generations retire is slowing, with many Baby Boomers
working into their 60s, and suggests the 2 percent earnings
growth estimate may be conservative.
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Chart 7: Aging Millennial and Gen Z cohorts are
projected to boost U.S. earnings by 2%
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Conclusion

As the Millennial and Gen Z generations age during the
next two decades, their demographic growth is expected to
drive significant tailwinds, enhancing U.S. real estate market
performance and creating new investment opportunities.

Increased wealth and spending among these cohorts should
boost space needs for retail, industrial and multifamily
properties, while niche sectors such as single-family rentals
and self-storage are also poised to benefit and grow as part
of the investment landscape.

Notes:

" Congressional Budget Office, January 2024 Projections

2 U.S. Census Bureau, American Community Survey, March 2024

*RealPage, “U.S. Demographics Support Continued Housing Demand,”
Oct. 2,2024

* Oxford Economics, "US: Demographic Shifts Will Support Renter
Growth,” Nov. 25, 2024

* National Association of Realtors, “2024 Profile of Home Buyers and
Sellers,” November 2024

ABOUT TA REALTY

Founded in 1982, TA Realty is an experienced
and established real estate investment
management firm. The firm is headquartered
in Boston, with additional offices in Newport
Beach, Calif.; Dallas; and San Francisco. Since
its inception through Sept. 30, 2024, TA Realty
has acquired, invested and/or managed
approximately $42 billion of real estate assets
through core, core-plus and value-added
strategies and customized separate/advisory
accounts. TA Realty's investment philosophy
focuses on creating diversified real estate
portfolios that aim to generate strong cash
flow, receive intensive asset management and
seek to achieve long-term value creation. For
four decades, TA Realty has maintained this
philosophy through multiple real estate and
economic cycles, a strength recognized by
pension funds, endowments, foundations and
high-net-worth individuals. For more information,
please visit www.tarealty.com.

This article presents the authors’ opinions reflecting current market conditions. It has been prepared
for informational and educational purposes only and should not be considered as investment advice or as a recommendation
of any particular security, strategy or investment product.
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