Multifamily Metro Outlook:
Chicago – Q3 2022
Overview:
• Chicago's economy is stepping along. Job growth over the past year amounted to 2.8% as of third quarter ending 2022, which was
above the national average, but just barely. However, the unemployment rate, at 4.7% is significantly elevated above the national
average of 3.3%. Further, gains in employment failed to translate into significant wage growth, which grew 1.7% over the past year
to an average of $61,300.
• What’s more is that market tightness in the metro is only being exacerbated by the lull in deliveries, which amounted to just 890
during the quarter, well short of the 2,000 units that have been delivered on average since 2017. While this pushed vacancies down
another quarter-point down the 4.5%, asking rents continued to climb, reaching an average of $1,810, an increase of 1.0% over the
last quarter.
• Class B properties continue to outperform the other property types, as evidenced by annual rent growth, which advanced 11.1%
relative to third quarter ending the prior year. Additionally, with an average concession of 3.4% the discount offered on Class B units
is closer to Class C than Class A properties.
Market Strengths:
• Manufacturing demand has softened but anecdotal reports indicate that producers have been able to fulfill unfilled orders as a
result, and current backlogs are large enough to keep production lines humming during the next few quarters.
Market Weaknesses:
• Chicago’s resiliency will be put to the test as a few large employers have announced that they will move their headquarters out of
the area. Boeing plans to relocate its global headquarters from Chicago to Arlington VA, while Caterpillar’s headquarters will move
from its spot in the suburbs to Dallas. These departures are expected to affect only several hundred corporate employees total, and
both companies have said they will maintain a local presence. Yet there is a concern that these headquarters’ moves portend a
broader exodus for similar firms.
• Chicago’s downtown core continues to struggle from developer's residual pandemic concerns, and concerns over the local and
state fiscal situation.
Development:
• As has been the case around much of the country, the pace of development is picking up in Chicago. Close to 2,700 units were
added to the pipeline inventory during the quarter, bringing the total to just under 15,500. And with the amount of inventory in
the pipeline elevated 47.5% relative to last year, it won’t be long before floods of supply wash over the market.
• The shadow market of condos does not present much of a threat in Chicago, even with close to 1,670 units delivered the pipeline
contracted relative to last quarter.
Outlook:
• Multifamily Outlook: Steady. Although Chicago fundamentals are holding steady – for now – pressure is mounting. Recent
fundamentals belie the true condition of the market, and the flood of new supply expected to come online, combined with the
proliferation of emigration that has been plaguing the metro prior to the pandemic, will wash away whatever forces are currently
propping the market up. However, shortages of affordable workforce housing could keep vacancy and rent fluctuations tighter
across Class C properties.
• Economic Environment: Stable. Chicago’s recovery has turned a corner and continues to progress strongly. Nonetheless, the
metro continues to face challenges that strong economic performance alone cannot correct. Out-migration continues to plague
the metro, not just softening demand for housing, but also shrinking the tax base – moving the metro back one step for every step
it takes forward. However, Chicago is still the economic lynchpin of the Midwest, thus, while performance will middle in the nearterm, long-term the metro will still out-perform its regional peers, even if it is no longer a top performer.
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Q4 2021

Q4 2026

Population (000s)
Households (000s)
Renting Cohort (Ages 20-34) (000s)
Total Employment (000s)
Median Household Income
Median SF Home Price
Net Migration

9,405
3,673
1,959
4,517
$76,113
$334,248
-44,540

9,349
3,706
1,893
4,710
$89,749
$372,583
-36,682
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Chicago
(5-Year Annual
Average Change)

National
(5-Year Annual
Average Change)

-0.12%
0.18%
-0.68%
0.84%
3.35%
2.20%

0.47%
0.90%
-0.30%
1.08%
3.30%
1.93%
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