Multifamily Metro Outlook:
Oakland – Q1 2021

Overview:

• The East Bay economy is starting to recover, but much more slowly than the nation as a whole. Less than half of the jobs
lost during the pandemic driven lock-downs have been recovered according to Moody’s Analytics. Despite slow job
recovery, Oakland is seeing some of the strongest inventory growth in a decade due to several transformative projects that
were in progress even before the pandemic induced recession.
• These factors, along with the ability to work remotely have dampened demand. As a result, the vacancy rate of 5.1% as of
the end of Q1 2021 is almost 50% higher than pre-pandemic, the average concession rate is over one month, and the
average rent fell by another just under -1% in Q1 2021. Downtown Oakland/Berkeley and Fremont continue to be hardest
hit, with average rents experiencing negative rent growth at -1% year over year as of Q1 2021.

Market Strengths:
• Oakland remains the low-cost alternative to San Francisco and is desirable for expanding companies. In addition,
homeownership is out of reach for most renters as the average home price is over $800,000 as of Q1 2021.
• Some of the lowest risk job sectors during the pandemic have been Professional Services, and Government. The latter
sectors because they often allow employees to telecommute. Taken together, these sectors make up nearly 50% of jobs.
• Combined, the city of Oakland, and Alameda and Contra Costa Counties will receive about $77 million in rental assistance
to cover rent in arrears for renters earning up to 80% of the median income for the region.

Market Weaknesses:
• California has one of the most severe outbreaks of COVID-19 and Oakland-Hayward-Berkeley’s recovery will likely progress
slowly until residents feel comfortable returning to dense urban locations.
• Consumer Services are still struggling with the Leisure/Hospitality segment in the East Bay recouping less than one-third of
jobs lost, compared to about half, nationally.
• Even with falling rents in many submarkets, Oakland remains an expensive place to live causing population to leave.

Development:
• According to Dodge SupplyTrack data, in the past six years, over 20,000 apartments have been delivered, consisting
primarily of expensive Class A units. Most of the new supply delivered in and around downtown and many projects were
located along the BART. Construction is picking up with 44 projects containing just under 7,200 apartments underway as of
Q1 2021. Sixty percent of units continue to be delivered in and around downtown Oakland and Berkeley.

Outlook:
• While new apartment stock is generally welcome in the expensive Bay Area, the pandemic has disrupted traditional
demand patterns due to social distancing and the ability to telework. This has resulted in a bifurcation of the market with
Class C properties, which tend to be some of the most affordable, still seeing rents grow, while Class A properties, which
tend to be the newest and most expensive rentals, experiencing rising vacancies and falling rents. Overall, it will likely take
some time for supply and demand to return to equilibrium.
• Near-term, Oakland’s economy will continue to struggle. Although the pace of recovery should pick up in the second half of
2021, Oakland is not expected to regain all lost jobs until 2023. However, the long-term outlook is much more favorable.
Oakland has the largest population in the Bay Area and both population and jobs are expected to grow at approximately
the same pace as the rest of the nation once the pandemic comes under control. In addition, a highly- skilled workforce,
the lowest costs in the Bay Area and proximity to both San Francisco and Silicon Valley should keep the metro desirable for
expanding companies..
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