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When deciding where to buy an investment property, the main factor you should be looking at is profitability. As a real estate investor, your ultimate goal is to make money from your investment property. That’s why, if you are thinking about investing in a new income property in 2021, you should know what cash on cash return by city you can expect in the US housing market.

We’ve put together this article which lists the 100 US cities with the highest CoC return for traditional rentals as well as the 100 US cities with the highest CoC return for Airbnb rentals. This will help you set up your expectations for return in the 2021 US housing market, regardless of which rental strategy you go for.

In addition, we will show you a few other important metrics such as the median property price, the monthly rental income, the price to rent ratio (for long-term rental properties), the Airbnb daily rental rate, and the Airbnb occupancy rate (for short-term rental properties). These figures will help you make an informed – and thus profitable – real estate investment decision while taking all relevant factors into consideration.

The numbers presented below are based on Mashvisor’s nationwide real estate market analysis and reflect the state of the US rental market in February 2021.

2021 Cash on Cash Return by City for Traditional Rental Properties
The past twelve months were challenging for all residential real estate investors. The Covid-19 pandemic put investors to the ultimate test. Moreover, it somewhat reversed the trend from the previous decade when investors were switching from long-term rentals to short-term ones. The Coronavirus crisis showed that traditional rentals are generally more resilient and more stable than Airbnb rentals. After all, people will always need a place to live even if they temporarily stop traveling for business or leisure purposes.

Despite the eviction ban, which threatened the sustainability and profitability of landlords, investors in traditional rental properties were largely able to continue their rental business and to even emerge profitable. This was partially supported by various mortgage relief programs which counteracted the negative impact of the eviction moratorium on investors.

All in all, buying rental properties to rent out traditionally remains a viable – and profitable – real estate investment strategy. So, if you are considering this rental strategy for your next income property, you should focus your investment property search on one of the following 100 most profitable locations:

Table 1: CoC Return by City for Long-Term Rental Properties
	 
	City and State
	Traditional CoC Return by City
	Traditional Rental Income
	Median Property Price
	Price to Rent Ratio

	#1
	Mesquite, TX
	4.98%
	$1,481
	$226,141
	13

	#2
	Portsmouth, VA
	4.77%
	$1,345
	$213,569
	13

	#3
	Sumter, SC
	4.36%
	$1,119
	$199,688
	15

	#4
	Venice, FL
	4.28%
	$2,126
	$408,628
	16

	#5
	Jackson, MS
	4.26%
	$1,353
	$280,022
	17

	#6
	Greenville, NC
	4.19%
	$1,486
	$269,803
	15

	#7
	Lake Worth, FL
	4.18%
	$1,724
	$284,498
	14

	#8
	Baltimore, MD
	4.16%
	$1,669
	$306,956
	15

	#9
	Detroit, MI
	4.12%
	$990
	$180,999
	15

	#10
	Silver Spring, MD
	4.09%
	$1,968
	$372,425
	16


Analysis of the Long-Term Rentals Market
A few important trends emerge when we look at the real estate data presented above.

First, investors can expect a traditional cash on cash return by city of between 1.58% (in the Chicago real estate market) and 4.98% (in the Mesquite real estate market). This means that the return on investment on long-term rental properties in the 2021 US housing market will be higher than in 2020, when the range was 1.4% and 3.4%

A second important real estate trend is that smaller markets are generally more profitable for traditional rentals. This is in line with the shift to suburban as well as secondary and tertiary markets which we’ve observed in recent months as people look for the safety of smaller towns amid the pandemic.

In addition, real estate market analysis 2021 shows us that savvy investors can find profitable opportunities across the US as long as they are willing to conduct diligent market research and investment property analysis.

Analysis of the Short-Term Rentals Market
Now let’s take a look at what the numbers above are telling us about investing in a vacation home rental in 2021.

Most importantly, investors can expect a return on investment ranging between 1.59% (in the New Orleans real estate market) and 7.58% (in the San Angelo real estate market). Interestingly, the most profitable locations for both traditional and Airbnb rentals in 2021 are located within the Texas real estate market.

Cities in Texas Offer the Highest 2021 Cash on Cash Return by City

Overall, the cash on cash return by city of Airbnb rental properties has decreased from 2020, when the expected range was 3.6%-7.58%. This comes as no surprise considering the slower than expected rate of Covid-19 vaccinations in the US. However, as the vaccination rate picks up, the short-term rentals industry is expected to be back on the path to sustainable growth by September 2021. This means that investors should not feel discouraged from buying an Airbnb property as they are expected to become once again the winning rental strategy by the end of the year.

Another significant conclusion is that despite the unrejectable negative impact of the Coronavirus pandemic, short-term rentals in the US housing market 2021 are still more profitable than long-term rentals. This is a key indicator for the resilience of this rental strategy.

A final trend to keep in mind is that – generally speaking – smaller markets offer more profitable investment opportunities than the largest US cities. This is very similar to the expected return on investment for traditional rentals.

What Is Cash on Cash Return?
Now that you know the best places to invest in real estate 2021, it might be time to take a step back and look at this return on investment formula.

In case you are new to real estate investing, you should know that CoC return is one of the best return on investment measures for both long-term and short-term rental properties. Unlike the cap rate, the cash on cash return is a very comprehensive metric for target returns as it takes into consideration the method of financing. This is particularly important for beginner real estate investors who usually have to take a mortgage loan to finance the purchase of their first rental property.

So, here’s how to calculate cash on cash return in residential real estate investing:

Cash on Cash Return Formula
CoC Return = Annual Before-Tax Cash Flow/Total Cash Investment x 100%
Beginner investors are frequently wondering “What is a good cash on cash return for a rental property?”. After all, all the above-listed cash on cash return by city numbers don’t really tell us whether these markets are good for investing in rental properties or not unless we know how to interpret them.

While this is a really important question in real estate investing, it doesn’t have a straightforward answer. What is good cash on cash return depends on the price point, the method of financing, and other factors. Nevertheless, generally speaking, a good return on investment is 8% and more.

How to Buy a Top-Performing Rental Property Based on CoC Return
If you are reading this article, you are most likely interested in buying a profitable rental property in 2021. So, let’s take a look at what goes into such an investment decision. Even though it’s important to know which markets offer the highest cash on cash return by city in 2021, unfortunately this is not enough to guarantee a good deal.

Step #1: Start with a Few Top Locations for Rental Properties
The first step to buying a top-performing rental property is to select a few of the most profitable markets for your preferred rental strategy from the lists above. An important consideration to keep in mind is your budget which should be in line with the median property price in your market of choice.

Another decision to make is whether you’d like to invest close to home or go for out of state real estate investing. Remember that investing in your local real estate market is not always optimal, especially if you live in an overpriced market. At the same time, out of state investing is an absolutely viable investment option as long as you rely on rigid real estate analysis, solid real estate investment tools, and professional property management.

Step #2: Find Out the Best Neighborhood for Your Rental Strategy
As soon as you’ve selected a couple of markets which match your investment needs and criteria, it’s time to move to detailed neighborhood analysis. As you will soon realize, not all areas within a city offer the same return on investment potential.

To find out the neighborhoods with the highest cash on cash return in your city of choice, we recommend the use of the Mashvisor real estate heatmap. This is one of the leading real estate investment tools which shows you a color-coded map of any city within the US market. You can analyze areas by:

· Listing price

· Traditional cash on cash return

· Traditional rental income

· Airbnb cash on cash return

· Airbnb occupancy rate

· Airbnb rental income

You can use our real estate heatmap to locate a few neighborhoods which offer the best CoC return rates within your budget. Then you can use the Mashvisor real estate investment calculator to deepen your neighborhood analysis. For each neighborhood, you can access detailed analysis including but not limited to the median property price, traditional and Airbnb cash on cash return, traditional and Airbnb income, and optimal rental strategy. Moreover, you can check out what property type and what number of bedrooms promise to generate the highest return on investment.

Step #3: Conduct Detailed Investment Property Analysis
The next step in the process of buying a positive cash flow rental property is to use the Mashvisor search engine to find the top-performing investment properties in these neighborhoods.

For each property, you can view detailed investment property analysis conducted by Mashvisor’s cash on cash return calculator. This analysis includes various metrics such as the listing price, one-time startup costs, recurring monthly expenses, expected rental income, cash flow, cap rate, and – of course – cash on cash return. All these numbers are available for both the traditional and the Airbnb strategy.

Moreover, our interactive rental property calculator allows you to easily explore how your expected CoC return will change if you go for a mortgage.

Step #4: Use Real Estate Investment Tools
Last but not least, in order to conduct all the necessary research and analysis in a timely manner before someone else snatches your opportunity, it’s crucially important to use the best real estate investment tools.

The Mashvisor real estate investment software hosts all the tools that you need in order to make profitable rental property investing decisions in 2021 and beyond. 
Amid the overall uncertainty of the past 12 months, the real estate industry demonstrated remarkable resilience. The global pandemic showed once again that real estate is one of the safest and least risky investment strategies. The US housing market was quick to start recovering after the initial shock. Investing in rental properties – both traditional and Airbnb – remained a profitable business. If you are ready to join the hundreds of thousands of successful real estate investors, sign up for Mashvisor now to start searching for your rental property in one of the markets with the highest cash on cash return by city in 2021.



