Multifamily Metro Outlook:
Chicago – Q1 2021
Overview:
• Chicago’s recovery is zigzagging along; after showing signs of a rebound in the third quarter, only to falter in the fourth – it seems
that the metro is back on an upward trajectory, as evidenced by a 0.5% increase in the employment level, which currently stands
at 8.3%. However, current employment still lags pre-pandemic levels by about 350,000 jobs.
• The employment figures haven’t manifested into additional stress for the apartment market, however. Absorption for the quarter
was more than 2,400 units – multiples greater than last quarter – and as a result, the vacancy rate declined 50 bps to 6.25%.But, it
should be mentioned that with just 95 units delivered, the depression in completions was just as much a driver in the vacancy
rate decline.
• Further, the contraction in available supply had the unintended benefit of pushing up the average rent by .75% to $1,470. Be that
as it may – with the significant pipeline of new supply under construction – it is expected this effect will be temporary, and the
market will begin easing again through 2021. Despite the overall rent increase, a 9.6% concessions rate was not enough to keep
rents propped up in Class A properties, leading to a decline of 6.0%.
Market Strengths:
• On the positive front, warehouse and distribution continues to be a bright spot in the economy as e-commerce pushes forward.
Given Chicago’s mature infrastructure network combined with its role as the international trade hub for the entire Midwest, as
well as its critical place in many distribution networks, growth in employment and space demand is expected.
Market Weaknesses:
• Considering airlines lost 8,500 jobs, a loss of 22% in 2020, Chicago’s reliance on the aviation industry, particularly Boeing and
United Airlines, is troublesome. Although, air traffic is beginning to pick up, according to data from TSA it is still only 60% of its
2019 level. Further, United is not only reducing its space footprint in the Willis Tower, but also plans to lay off more than 13,000
employees.
• Chicago’s population woes intensified through the pandemic, as net outmigration combined with a slowdown in international
immigration exacerbated an issue the metro was facing prior to the outbreak. Even with the end of pandemic in sight, however,
population decline is expected to be among the worst 25 metros over the next five years.
Development:
• Chicago’s status as a top-six metro does not extend to its development pipeline. For a metro of its size, the 11,700 units underway
– an addition of around 800 units over the last quarter – although strong, barely cracks the top 20 in terms of development.
• Condo develop tells a different story. With around 1,900 units underway, Chicago’s condo development places it within the top 10
most active metros for condo construction.
• With a 14.0% share of the total multifamily construction pipeline, condo development in Chicago is on par with the rest of the
nation. On average condos comprise about 13.8% of units underway.
Outlook:
• Multifamily Outlook: Steady. COVID-19 had the unintended benefit of drying up much of the deliveries in 2020 and put a pause in
construction, temporarily pushing back some of the market easing that was beginning to creep into the metro. However, with
much of the pipeline still geared towards Class A projects – concentrated in neighborhoods proximal to downtown – Chicago is
still grappling with a shortage of affordable workforce housing that will only accelerate once normal activity resumes.
• Economic Environment: Stable. The persistence of Chicago’s struggling population trends is going to present an additional
challenges that will lead to underperformance longer term. However, its present status as the economic hub of the Midwest
should provide the support necessary for the metro to at least shadow the rest of the nation’s growth rate for now.
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We welcome your feedback! Please give us a call or send an email with any comments, suggestions, or insight you
may have or information you’d like covered in future editions.
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