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Employment rose in the second quarter of 2021 in 45 
of the 48 metro areas Principal Real Estate Investors 
tracks, as regional labor markets continue to show signs 
of growth. Despite a recent rise in COVID-19 cases, the 
start of the summer saw strong hiring activity. Our internal 
DIGITAL sum of markets exceeded the national average 
during the past quarter due in part to a few larger metros, 
notably San Francisco and Los Angeles, hiring seasonal 
workers in the leisure and hospitality industry.

Overall, DIGITAL markets were close to the U.S. average 
this quarter with a few outliers. Markets with greater 
tourism saw renewed strength through June due to the 

seasonal boost in the leisure/hospitality industry. The 
manufacturing industry still lags broader employment 
as the effects of chip shortages linger. Service oriented 
industries which were shuttered during lockdowns are 
beginning to benefit from easing restrictions—though 
the Delta variant may pose downside risks as we enter the 
second half of the year. Some high-growth markets could 
also be experiencing constraints on construction activity 
amid heightened lumber prices and labor shortages. 

Despite resurgent growth, the labor market is still below 
its pre-pandemic peak. Meanwhile, job openings have 
risen to record levels as the current labor pool appears to 

* DIGITAL refers to key long -term growth drivers centred around demographics, innovation, globalization, infrastructure,  
and technology that Principal has identified as metrics of long-term market outperformance.

DIGITAL* employment chart
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Source: Moody’s Analytics, Principal Real Estate Research, August 2021 
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Top 5, bottom 5 cities

Top 5
3 month  

% change

1. Las Vegas 13.8%

2. Phoenix 12.2%

3. San Francisco 11.8%

4. Orange County 11.4%

5. Orlando 10.1%

Bottom 5
3 month  

% change

44. St. Louis 0.0%

45. Richmond 0.0%

46. Detroit -0.6%

47.  Norfolk/ 
Hampton Roads -0.8%

48. Cleveland -2.9%

exhibit mismatched skills and a shortage of lower-skilled lower-wage workers. 
Some workers may also feel unsafe or lack adequate childcare during the 
summer break. Slack in the labor market should tighten as students return 
to schools and supplemental unemployment insurance benefits roll off. 
The pace of vaccination has slowed considerably in the U.S., however. The 
emergence of the Delta variant alongside slowing vaccination could prove a 
headwind for markets should lockdowns reemerge. Even with new variants 
increasing transmission rates, we still expect most markets to fully recover by 
2023, with DIGITAL markets seeing an earlier recovery. 

Risk Considerations
Investing involves risk, including possible loss of principal. Past performance is 
no guarantee of future results.  Potential investors should be aware of the risks 
inherent to owning and investing in real estate, including value fluctuations, 
capital market pricing volatility, liquidity risks, leverage, credit risk, occupancy risk 
and legal risk.
Important information
This material covers general information only and does not take account of 
any investor’s investment objectives or financial situation and should not be 
construed as specific investment advice, a recommendation, or be relied on in any 
way as a guarantee, promise, forecast or prediction of future events regarding an 
investment or the markets in general. The opinions and predictions expressed 
are subject to change without prior notice. The information presented has been 
derived from sources believed to be accurate; however, we do not independently 
verify or guarantee its accuracy or validity. Any reference to a specific investment 
or security does not constitute a recommendation to buy, sell, or hold such 
investment or security, nor an indication that the investment manager or its 
affiliates has recommended a specific security for any client account. Subject 
to any contrary provisions of applicable law, the investment manager and its 
affiliates, and their officers, directors, employees, agents, disclaim any express or 
implied warranty of reliability or accuracy and any responsibility arising in any way 
(including by reason of negligence) for errors or omissions in the information or 
data provided.
This material may contain ‘forward looking’ information that is not purely 
historical in nature. Such information may include, among other things, 
projections and forecasts. There is no guarantee that any forecasts made will 
come to pass. Reliance upon information in this material is at the sole discretion 
of the reader.
This material is not intended for distribution to or use by any person or entity in 
any jurisdiction or country where such distribution or use would be contrary to 
local law or regulation.
This document is intended for use in:
• The United States by Principal Global Investors, LLC, which is regulated by the 

U.S. Securities and Exchange Commission. 
• Europe by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, 

Dublin D02 K156, Ireland. Principal Global Investors (EU) Limited is regulated 
by the Central Bank of Ireland. 

• United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 
Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is 
authorised and regulated by the Financial Conduct Authority (“FCA”).

• In Europe, this document is directed exclusively at Professional Clients and 
Eligible Counterparties and should not be relied upon by Retail Clients (all as 

defined by the MiFID). The contents of the document have been approved by 
the relevant entity. Clients that do not directly contract with Principal Global 
Investors (Europe) Limited (“PGIE”) or Principal Global Investors (EU) Limited 
(“PGI EU”) will not benefit from the protections offered by the rules and 
regulations of the Financial Conduct Authority or the Central Bank of Ireland, 
including those enacted under MiFID II. Further, where clients do contract 
with PGIE or PGI EU, PGIE or PGI EU may delegate management authority to 
affiliates that are not authorized and regulated within Europe and in any such 
case, the client may not benefit from all protections offered by the rules and 
regulations of the Financial Conduct Authority, or the Central Bank of Ireland. 

• United Arab Emirates by Principal Global Investors LLC, a branch registered in 
the Dubai International Financial Centre and authorized by the Dubai Financial 
Services Authority as a representative office and is delivered on an individual 
basis to the recipient and should not be passed on or otherwise distributed by 
the recipient to any other person or organisation.

• Singapore by Principal Global Investors (Singapore)Limited (ACRAReg. 
No.199603735H), which is regulated by the Monetary Authority of Singapore 
and is directed exclusively at institutional investors as defined by the Securities 
and Futures Act (Chapter 289). This advertisement or publication has not been 
reviewed by the Monetary Authority of Singapore.

• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 
068, AFS Licence No. 225385), which is regulated by the Australian Securities 
and Investments Commission. This document is intended for sophisticated 
institutional investors only.

• This document is marketing material and is issued in Switzerland by Principal 
Global Investors (Switzerland) GmbH.

• Hong Kong SAR (China) by Principal Global Investors (Hong Kong) Limited, 
which is regulated by the Securities and Futures Commission and is directed 
exclusively at professional investors as defined by the Securities and Futures 
Ordinance.

• Other APAC Countries, this material is issued for institutional investors only (or 
professional/ sophisticated/qualified investors, as such term may apply in local 
jurisdictions) and is delivered on an individual basis to the recipient and should 
not be passed on, used by any person or entity in any jurisdiction or country 
where such distribution or use would be contrary to local law or regulation.

Principal Funds are distributed by Principal Funds Distributor, Inc.
© 2021 Principal Financial Services, Inc. Principal, Principal and the symbol design 
and Principal Financial Group are trademarks and service marks of Principal 
Financial Services, Inc., a member of the Principal Financial Group. Principal 
Global Investors leads global asset management at Principal®. Principal Real 
Estate Investors is a dedicated real estate investment management group within 
Principal Global Investors.
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