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CPI TO BENEFIT FROM FALLING U.S. RENTS

Positive impact on U.S. interest rates: buy bonds

New rents in the United States fell by -3.5% in January from their
peak in August 2022. This is now the first consecutive six-month
decline in five years. After having largely benefited from a rise
in demand following the pandemic, which caused a 25%
increase in rents, the US real estate market will now also face
an important wave of new apartments arriving on the market,
estimated at around 500,000 new properties. When affordability
was at its lowest, partly due to higher financing costs, rental
demand had initially supported rents. This is no longer the case.
More than 50% of rents up for renewal in January were not
renewed, suggesting that fenants were already finding
cheaper housing elsewhere. Rents for houses are also stabilizing
and vacant apartments have been rising for several months
due to lower demand from potential tenants.
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While rents are therefore beginning fo fall, the shelter
component of the CPI indices is slow to adjust and even shows
an increase of +8% yoy in January. This phenomenon is not
surprising. The likely 12-month lag should thus become more
evident in Q2 and reinforce the decline in the US CPI. The Fed
will certainly wait for this moment before taking into
the impact of the real evolution of rents on inflation. The likely
evolution of rents should therefore be a positive indicator for
the next inflation figures and for interest rates, but it will weigh
on the outlook for the construction sector.

S&P Corelogic U.S. National Home Price

290

~———S&P Corelogic U.S. National Home Price

230

190

170
02.17 09.17 04.18 11.18 06.19 01.20 08.20 03.21 10.21 05.22 11.22

Rental Vacancy Rates U.S. Houses and Apartments

~——Rental Vacancy Rates U.S. Houses and
Apartments

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Important information: This document is confidential and intended exclusively for its recipient and may not be transmitted or reproduced, even partially, without the express written consent of BBGI Group. It is provided for information purposes
only and does not constitute an offer or solicitation to buy, sell or subscribe. BBGI Group cannot be held responsible for any decisions taken on the basis of the information provided. The figures are based on quantitative and judgmental analysis.
The client remains fully responsible for the management decisions made in relation to this document. We endeavour to use information that is deemed reliable and cannot be held responsible for its accuracy and completeness. The opinions and
all information provided are subject to change without notice. The data mentioned is indicative only and is subject to change without notice in the light of changing market conditions. Past performance and simulations are not indicative of future

results.

BBGI Group SA - Place de Longemalle 1 - 1204 Geneva - Switzerland - T: 41225959611 - reception@bbgi.ch - www.bbgi.ch



