
UNDERSTANDING THE 
IMMIGRATION EQUATION

W H I T E  P A P E R

The resilience of the U.S. economy coming out of the pandemic has surpassed expectations. Many 
economic forecasters expected a significant slowdown heading into 2023 given that historically taming 
outsized inflation required a softening labor market to slow wage growth. Instead, the economy has not 
just defied expectations but posted some of the strongest growth in recent memory: 

§ Real GDP growth in 2023/24 averaged 2.8 percent annually—the highest two-year period since the 

mid-2000s.

§ Inflation-adjusted retail sales growth averaged 2.4 percent annually between December 2019 and 
December 2024, nearly double the 1.3 percent annual growth from 2000-2019, according to the 
American Immigration Council. (Non-inflation adjusted retail sales growth figures are 6.7 percent and 
3.5 percent, respectively.)

§ Employment growth has averaged 0.9 percent annually, peak-to-peak, since February 2020, outpacing 

the average growth rate of 0.7 percent over the previous two cycles (see Exhibit 1), despite a dramatic 
slowdown in domestic population growth.
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Source: FRED St. Louis, Affinius Capital Research 

That last point is particularly notable: Domestic natural population growth has averaged just 350,000 

annually over the past five years, compared to 1.4 million annually in the 15 years leading up to 2020. The 
unemployment rate has stayed below 4.3 percent since November 2021, signaling a market near “full 
employment” and generally a harbinger of slowing employment growth as available workers are in short 
supply—yet employment growth remains robust. So, what explains this divergence?
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IMMIGRATION AS GROWTH ENGINE

A significant factor behind this economic outperformance is outsized population growth driven by 
immigration. The U.S. Census recently revised its demographic estimates, revealing that population growth 
hit an all-time high of 3.8 million in 2023, with 2024 close behind at 3.5 million (see Exhibit 2). This surge 
was almost entirely due to immigration, not natural population growth, which has slowed structurally due to 
lower birth rates, aging demographics and a temporary mortality spike from the pandemic.
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Consider this: Since 2020, net immigration has accounted for 87 percent of U.S. population growth, and it is 

projected to account for over 70 percent of growth over the next five years (see Exhibit 3). Looking forward, 
net immigration forecasts vary widely even across government agencies—ranging from the CBO’s middle-
ground estimate of 1.2 million annually to the Census Bureau’s conservative 870,000 or the Social Security 
Administration’s 1.4 million. Note that in the CBO estimates below, over the next five years, legal immigration 
is projected to remain relatively flat from recent levels, at approximately 920,000 per year, while illegal 
immigration is projected to decline substantially from an average of 2.1 million the past three years to just 

480,000 the next five years. 

SUMMARY
The economic impact of outsized recent 

demographic growth is evident: 

§ The outperformance of real GDP growth the last 
two years versus its 20-year average shrinks by 
half when adjusted on a per capita basis.

§ Immigrants disproportionately contribute to the 
growing workforce: 78 percent of immigrants are 

working-age (16-64) compared to just 61 percent 
of the U.S.-born population, reports the American 
Immigration Council.

POTENTIAL IMPACT OF SHIFTING      

IMMIGRATION POLICY

Given the importance of migration on demographics 
and economic growth, any significant shift in 
immigration policy could create ripple 
effects. Illegal immigration is estimated to be the 

primary driver of the recent immigration surge; the 
illegal immigration population nearly doubled from 
just over 10 million in 2020 to 18 million today. 
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With two out of three illegal immigrants working, 

they now account for 6 percent to 7 percent of the 
total U.S. labor force, according to a Feb. 3 special 
report by AlpineMacro titled "Macro Implication of 
Trump's Deportation Drive." 

This rapid growth made immigration a focal point of 
policy, with the most immediate policy action being 

targeted enforcement, which generally has 
bipartisan support. The Biden Administration’s June 
2024 Executive Order tightening border 
enforcement and asylum procedures had a rapid 
effect—border encounters dropped more than 50 

percent in the second half of 2024 to 100,000 
monthly. Encounters plummeted to 11,000 in 
February 2025, though it is important to note that 
elevated encounters in previous years were partially 
driven by voluntary apprehensions, fueled by 
favorable asylum policies.

However, while enforcement has dominated the 
conversation, broader immigration reform remains 
politically fraught and uncertain.
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Source: U.S. Congressional Budget Office 
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Source: U.S. Customs & Border Protection 

IMPLICATIONS FOR REAL ESTATE 

MARKETS

Our baseline estimate for immigration currently 
aligns with mid-range estimates from government 
agencies. It is important to remember that: 

§ Approximately 75 percent of immigrants in the 
U.S. today are legal immigrants, according to 
Pew Research.

§ Economic opportunity fuels migration as much 
as policy does. As of January 2025, the U.S. 
had 7.4 million job openings—well above the 

pre-pandemic average of 6.4 million between 
2015 and 2019. Elevated construction wage 
growth (4.4 percent in 2024) is representative 
of ongoing labor shortages in key sectors.

§ U.S. reindustrialization is reshaping labor 

demand. The U.S. manufacturing revival 
depends heavily on lower-educated labor—an 
area where immigration plays a key role.

If immigration slows more sharply than current 

projections, key real estate sectors could be impacted 
differently:

§ Retail: Likely the hardest hit, as lower population 
and employment growth would dampen overall 
demand.

§ Construction & supply: Critical real estate growth 

sectors (data centers, industrial, residential) would 
face more pronounced construction labor shortages. 
With 26 percent of U.S. construction workers being 
immigrants—half of whom are unauthorized, 
according to Pew Research—reduced labor 

availability could further inflate wages and 
exacerbate an already tight workforce (estimated 
439,000 worker shortfall in 2025). Combined with 
the potential impact of increasing materials costs 
from tariffs, these sectors could experience 
increased replacement costs and constrained new 

development, creating upward pressure on rents 
and values for existing properties.

§ Inflation and interest rates: The impact would be 
mixed—a smaller workforce could drive wage 
inflation, while slower population growth would 

weigh on overall demand.
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https://www.pewresearch.org/short-reads/2024/07/22/what-we-know-about-unauthorized-immigrants-living-in-the-us/
https://www.preaquarterly-digital.com/preaquarterly/library/item/winter_2025/4253184/
https://www.preaquarterly-digital.com/preaquarterly/library/item/winter_2025/4253184/
https://www.pewresearch.org/short-reads/2024/10/21/most-us-voters-say-immigrants-no-matter-their-legal-status-mostly-take-jobs-citizens-dont-want/


Important Disclosures
Affinius Capital® is the brand that applies to it and its advisory subsidiaries including Affinius Capital Advisors LLC 
and Affinius Capital Management LLC. The information contained in this report is being provided to you by Affinius 
Capital (together with its affiliates, “Affinius”) for information purposes only and is not, and may not, be relied on in 
any manner as, legal, tax or investment advice. The information contained herein does not constitute an offer to sell 
or a solicitation of an offer to buy an interest in any investment vehicle sponsored by Affinius and any such offer will 
only be made pursuant to a confidential private placement memorandum and/or the Partnership’s subscription 
documents, which will be furnished to qualified investors in connection with such offering and will be subject to the 
terms and conditions contained therein. The information in this report is only as current as the date indicated, and may 
be superseded by subsequent market events or for other reasons. Affinius Capital assumes no obligation to update 
the information herein. Investment in a Partnership will involve significant risks, including risk of loss of the entire 
investment.
Investments and Market Risk. Investments involve significant risks, including risk of loss of the entire investment.
Prospective investors should consult their own legal, tax and financial advisors as to the consequences of an
investment. Leveraged investments may present additional risks to the investor, including, capital structure risk.
Dependence on key personnel may result in operational risk. An investment sponsored by Affinius Capital is intended
to be a long-term investment.
Third-Party Data. Certain information contained in this report has been obtained from published and non-published
sources. Recipients should understand that any such information may not have been independently verified. Except
where otherwise indicated herein, the information provided herein is based on matters as they exist as of the date
of preparation and not as of any future date and will not be updated or otherwise revised to reflect information that
subsequently becomes available, or circumstances existing or changes occurring after the date hereof.
The opinions and recommendations herein do not take into account the individual circumstances or objectives of any
investor and are not intended as recommendations of particular investments or strategies to particular investors.
No determination has been made regarding the suitability of any investments or strategies for particular investors.
Portions of this report may reflect our opinions and beliefs regarding general market activity and potential impacts
of current market conditions. Such opinions and beliefs are subjective, do not represent a complete assessment of
the market and cannot be independently verified.
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