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Regional Trends in Multifamily

B Multifamily property performance has been stellar throughout most of
the country during the current economic cycle, but even so there have
been distinct regional differences in fundamental measures, investor de-
mand and economic growth.

B The West, Southwest and Southeast have outperformed in metrics such
as rent growth, employment growth and transaction volume, according
to a Yardi Matrix study of multifamily performance in 130 metros. Al-
though growth was less robust in the Northeast and Midwest, those re-
gions did exhibit steady gains in most fundamental categories.

M Yardi's study looked at rent growth, occupancy, supply growth and trans-
action activity over a four-year period between 2016 and 2019. We broke
down performance by five major U.S. regions (Northeast, Midwest, West,
Southwest and Southeast). We also looked at four-year employment and
rent growth data by metro, region and several broader economic catego-
ries (gateway, secondary, tertiary and technology markets).

B The West and Southwest have led in rent growth for most of the
economic cycle, but on a regional basis the gains converged in 2019.
There was only a 30-basis-point difference between the metro with
the most rent growth (the West, at 3.3%) and the Northeast and
Southwest (3.0%).

B Occupancy rates of stabilized properties at the end of 2019 were at least
Q4.6% in every region but the Southwest (93.7%). The Northeast led with
an extremely strong average occupancy rate of 96.5%.

B More than half (52.1%) of all the 298,000 units delivered in 2019 were in
the Southeast (84,923) or West (70,434). All told, total completions fell
10.9% in 2019, as projects are taking longer from start to finish due to
labor shortages and delays by local jurisdictions.

B Investment dollars are flowing to the Southeast and West, which ac-
counted for 60.0% of the $119.5 billion of transaction activity in 2019.
Deal flow lagged in the Midwest and Northeast.
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supply growth in metros such
as Orlando, Atlanta and Miami.

Rents Metros where rent growth has

declined in recent years include

B The Northeast ($2,066) and parts of San Francisco, Seattle,

West ($1,824) have the high-
est rents in the country, while
the Midwest ($1,091) lagged
the $1,383 national average at
the end of 2019. In the North-
east, New York City and its
suburbs had the highest rents,
led by Manhattan ($4,208) and
Brooklyn ($2,942). In the West,
areas with the highest rents
include the San Francisco Pen-
insula ($3,165) and Los Angeles
($2,551).

B Several years into a strong

rent growth cycle, gains were
remarkably consistent across
the country, as a mere 30

basis points separated the

five regions in rent increas-

es. The West had the highest
rent growth (3.3%), while

the Southwest and North-
east were the lowest at 3.0%.
During the previous three years,
rent growth was led by the
West with the Northeast the
weakest, although the spread
between the regions was much
higher. The gap between the
West and Northeast was 330
basis points in 2016, 290 basis
points in 2017 and 180 basis
points in 2018.

B The convergence between re-
gions is the result of several
factors. Some metros in the
West that experienced outsize
gains in recent years due to a
wave of demand slowed down
to more normal rent increases.

Los Angeles and San Diego.
Technology firms have either
reduced hiring or moved work-
ers out of high-cost metros into
areas where employees could
better afford rents.

B Another reason rent growth

has cooled in some regions is
the growth in deliveries. Rent
growth fell 60 basis points in
2019 year-over-year, as de-

mand could not keep up with

B Meanwhile, rent growth accel-

erated in the Northeast in 2019
due to strong performance
from metros such as Washing-
ton, D.C., Boston, Philadelphia
and New York boroughs Queens
and Brooklyn. Demand has
been strong for newly built Life-
style units.

B Although it's unlikely that rent

growth will remain as geo-
graphically consistent as it was
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in 2019, the multifamily mar-
ket is benefiting from strong
demographic and population
trends and the demand for
new housing.

Occupancy

B The national occupancy rate

of stabilized properties has
dropped 50 basis points over
the last four years but remains
a healthy 95.0%.

B At 96.5%, the Northeast has

the highest occupancy rate,
led by the New York City met-
ro submarkets of Queens and
Brooklyn (99.0%), Manhattan
(98.3%) and Northern New
Jersey (96.6%). The New York
City data includes only stabi-
lized market-rate properties.
However, the lack of vacancies
speaks to the demand for units
in New York and how the cost
of construction and regulatory
environment have snuffed out
badly needed development.

B The West (95.7%) also topped

the national average, led by
San Diego and Los Angeles
(96.0%) and Orange County
(95.9%). The high occupancy
rates in many California metros
depict the same issues as the
East Coast—namely, a hostile
environment for developers and

demand for housing of all types.

B The Southwest (93.7%) lags

in occupancy rates, with the
major contributors being
Houston (92.7%), Oklahoma
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City (92.8%) and San Anto-
nio (23.0%). The Southwest,
particularly metros in Texas,
is almost a mirror image of
the situation in the Northeast
and West: Land is plentiful
and development is much
easier to complete.

B Nationally, occupancy rates

dropped 10 basis points in
2019. Rates were flat in the
Northeast and Southwest,
and dropped slightly in the
other regions.

Transactions

B Robust demand to add multi-

family properties to portfolios
pushed deal flow to an all-time
high of $119.5 billion in 2019.
Transaction volume of U.S.
properties with 50 units or
more was up 3.2% over 2018's
previous high-water mark of
$115.8 billion. Investors are
voting with their wallets for
regions of the country with
higher growth prospects, as the
Southeast ($38.2 billion) and

93.7% 93.7%

2018 2019

West ($33.4 billion) accounted
for 60% of all transactions.

B \Volume in the Southeast was

strong across most major re-
gional centers, including Atlan-
ta ($8.3 billion), Tampa ($3.8
billion), Northern Virginia ($3.4
billion), Charlotte ($3.0 billion)
and Orlando ($2.8 billion).

M Volume in the West was led by

Seattle ($5.5 billion), San Fran-
cisco ($5.3 billion), Denver ($5.0
billion) and Las Vegas, where
$3.4 billion of multifamily as-
sets changed hands.

W Deal flow in the Northeast in

2019 was only $16.0 billion, in
part because of a steep drop

in New York City transactions.
Only $3.2 billion of market-rate
properties changed hands in the
boroughs of Manhattan, Brook-
lyn and Queens in 2019, down
from $5.9 billion in 2018. Some
of that 46.1% decline was the
result of investors' decisions to
shun the market after the state
implemented onerous rent
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M Yardi Matrix tracks more than

Employment Growth vs. Rent Growth
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Midwest Markets
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ros San Francisco, Los Angeles,
Seattle and Denver put up
strong numbers.

Conclusions

B Multifamily performance in
this cycle has been exceptional,
and investors continue to pour
money into the sector. Metros
in the West and Southwest
have been consistently strong,
but all regions have their
strong points.

B Investors may be smart to
focus capital on the fast-
est-growing regions, but re-
gions with slower growth have
their advantages, as well. For
example, the Northeast has
had weaker rent growth but
higher occupancy rates pro-
vide a cushion if and when the
economy slows.

B Rent growth has been stron-
gest in the fastest-growing
part of the country, but rents
are slowing in some of those
metros due to supply growth.
What's more, U.S. economic
growth is forecast to moderate
in upcoming years, which has
regional implications.

B Investors should deploy
capital based on strategic
objectives, such as the choice
between income growth and
capital preservation, or some
combination of the two.

—Paul Fiorilla, Director of Research

Rent Growth Overall 2015-2019

Rent Growth Overall 2015-2019

Rent Growth Overall 2015-2019

18%

16%

14%

12%

10%

8%

6%

2%

2%
0%

32%
30%
28%
26%
24%
22%
20%
18%
16%
14%
12%
10%

8%

6%

4%

2%

35%

30%

25%

20%

15%

10%

5%

0%

Gateway Markets

Total Employment Growth 2015-2019

*
4 Year Wage Growth Employment Growth vs. Rent Growth Gateway
2.5 M, .,
4 Year Supply Growth
7.1% 11.0% *
8.0% 12.0% Los Angeles
9.0% 13.4%
10.0%
Boston
chi X .
cage Washington DC SREREED
New York
0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11%
“Lines denote national average
Total Employment Growth 2015-2019
Tech Hub Markets
Employment Growth vs. Rent Growth 4 Tech Hub
4 Year Wage Growth
-3.4% M 24.1%
4 Year Supply Growth
2.4%
Sacramento
5.0%
10.0%
Phoen
1@ Las Vegas oen
20.0%
24.1%
san Diego A\ / GEIE Asa" ke G ando
A Detroit igh - P Jacksonvill
i i Coldmb: Portland A‘ -
Philadelphia, olfmbus msesch. D ote | Nashvile
) enver ‘
A s Kansas City| A ALstin
Miami “£ort Lauderdale
Madison
Pittsburgh Bay Area - South Bay
Houston
0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 13% 14% 15%
Total Employment Growth 2015-2019 “Lines denote national average
Tertiary Markets
® Tertian
4Year Wage Growth Employment Growth vs. Rent Growth v
2.y I o,
4 Year Supply Growth
1.4% S
5.0%
10.0% B
15.0% acoma Midland - Odessa
20.0%
25.0% Central Valley . Colorado Springs
Eugene °
e @ 9 iincmie
North Central Florida
Pensacola
Atbuquerque (@ @ Portiand ME g
. Triad Grand Rapids | Cincinnati Wiz
Memphis® ‘o 0@ ooy @
Lansing - Arbor . Tri-Cities.
oann® S Mg S Gt
Cleveland, e tmbusGA Whit@Bldins Greenville
a0 N St Louis P Sa‘vanna}” Southwest Florida Coast
- Lexington . MO s Mobileigy Hilton Head go0 \
lew Haven El Paso
Wichita Little Ro.cl.
Tulsa ‘Oklahoma City. Des Moines
Central East Texas
Baton Rouge
0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 13% 14% 15% 16% 17% 18% 19% 20% 21%

*Lines denote national average

' Yardi' Matrix

Bulletin |

March 2020



Regional Metros

Midwest Northeast Southeast Southwest West
Chicago Albany Asheville Albuquerque Anchorage
Cincinnati Allentown-Bethlehem Atlanta Amarillo Bay Area - South Bay
Cleveland - Akron Baltimore Augusta Austin Boise
Columbus Boston Baton Rouge Central East Texas Central Coast
Dayton Bridgeport - New Haven Birmingham Corpus Christi Central Valley
Des Moines Brooklyn Charleston Dallas Colorado Springs
Detroit Buffalo Charlotte El Paso Denver
Fort Wayne Central New Jersey Chattanooga Houston Eugene
Grand Rapids Harrisburg Columbia Lubbock Honolulu
Indianapolis Long Island Columbus GA McAllen Inland Empire
Kansas City Manhattan Greenville Midland - Odessa Las Vegas
Lafayette Northern New Jersey Huntsville Oklahoma City Los Angeles
Lansing - Ann Arbor Philadelphia Jackson Phoenix Orange County
Madison Pittsburgh Jacksonville San Antonio Portland
Milwaukee Portland ME Knoxville Tucson Reno
Omaha Providence Lafayette - Lake Charles Tulsa Sacramento
South Bend Queens Lexington Salt Lake City
St Louis Rochester Little Rock San Diego
Toledo Scranton-Wilkes-Barre Louisville San Francisco
Twin Cities Syracuse Macon Seattle
Wichita Washington DC Memphis Spokane
Youngstown White Plains Miami Metro Tacoma
Worcester - Springfield Mobile Tri-Cities
Nashville
New Orleans
North Central Florida
Orlando
Pensacola
Raleigh - Durham
Richmond - Tidewater
Savannah - Hilton Head
Southwest Florida Coast
Tallahassee
Tampa - St Petersburg
Triad
Wilmington
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Disclaimer

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in this publication,
the information is provided "AS IS" and Yardi Matrix does not guarantee, warrant, represent or undertake that the information
provided is correct, accurate, current or complete. Yardi Matrix is not liable for any loss, claim, or demand arising directly or
indirectly from any use or reliance upon the information contained herein.
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