Multifamily Metro Outlook:
Memphis – Q2 2022

Overview:
• Prior to the COVID outbreak, Memphis’ economy was slowing. Job growth in 2019 was just 1.1%, which was below the national average of
+1.5%. And while the outbreak was not especially harsh in the area, the metro contracted in early 2020 as its most prominent industry,
the transportation and distribution sector anchored by FedEx, slowed dramatically. Memphis has seen a noteworthy recovery in 2021 and
2022, albeit a slightly below national average rates, But the metro area has recovered all of the jobs it lost early in the pandemic, and it
has now achieved a new record level of employment.
• Memphis’ apartment market remained steady in 2019, as modest development was met by a slightly improving job market, and these
conditions have persisted into 2022, and even improved as the local economy grew. Future development (including condos) is less than
2% of inventory, and even though 6,400 rental units have been added to inventory since 2017, there's been adequate absorption.
Market Strengths:
• Memphis is poised for increased demand, albeit slight, for apartments according to CoStar in the next several years. The metro’s age 2034 cohort (the key demographic for renters) is in line with national averages at 20.5% of the population, but the larger proportion of
young people (younger than 20) at 29.7% is much larger than the 26.8% national average.
• Ford recently announced that it will be making significant investment in an electric vehicle manufacturing facility in Memphis. This new
factory will spur additional ancillary development and will be a long-term engine for growth in the metro.
• Memphis has a low cost of living (9% below the average) and doing business (5% below the average), making it an attractive place to
relocate or expand, given its central geographic location. Its core industry, the transportation and distribution sector, is a stabilizing force
in the economy producing new jobs as it expands to meet the needs of other businesses seeking higher efficiencies, though recently
these industries in Memphis have not escaped the unsteadiness of the national economy.
• Job growth is expected to be close to, though slightly lead, national averages going forward, continuing the area’s modest growth
through 2026.
Market Weaknesses:
• Memphis has a higher than average vacancy rate than is characteristic of the market. As of Q2 2022, vacancy was estimated around 6.25%.
Long term, expectations are for the vacancy level to remain in the 7-9% range.
• Memphis also lacks scale: its economic base is quite diverse, so the overall area economy is not likely to be significantly stimulated were
one sector of industry to experience beneficial growth. The job types in the metro are also lower paying than average, further curtailing
extraordinary growth.
Development:
• Single family detached housing has been the primary type of recent development, and the remarkably low level of condo development
in Memphis has been focused on niche markets. Fewer than 900 units have been delivered since the beginning of 2006, and just 100 units
are currently underway.
Outlook:
• Apartment market conditions stabilized in the second half of 2020, and in 2021 there were noticeable signs of improvement that have
continued into the middle of 2022. The lack of significant change, be it development, economic, or demographic, has allowed Memphis
to maintain an okay rental equilibrium, though it would be better with stronger rent growth and improving vacancy. While the metro has
positive growth prospects over the forecast horizon, the demand for new rental housing will be likely be limited. In addition, the metro
has structurally higher vacancy rates than the typical market. But measured new inventory, in line with growth and once the outbreak
subsides, should be absorbed without significantly altering market conditions in this slowly but modestly growing market.
• Memphis’ economic structure indicates that it will likely be in a modest growth period for the foreseeable future, once the national
economy stabilizes. Its foundation industry, trade and transportation, is likely to continue modestly expanding after the current outbreak
and economic unceatinity is over. It’s a reliable industry, but it is unlikely to provide outsized economic growth for the metro longer term.

Five Year Metro Area Growth Forecast
Population (000s)
Households (000s)
Renting Cohort (Ages 20-34) (000s)
Total Employment (000s)
Median Household Income
Median SF Home Price
Net Migration

Q4 2021

Q4 2026

1,368
521
287
654
$53,431
$250,066
3,247

1,399
552
290
690
$62,557
$265,465
2,564

Memphis

National

(5-Year Annual Average Change)

(5-Year Annual Average Change)

0.46%
1.13%
0.21%
1.07%
3.20%
1.20%

0.47%
0.90%
‐0.30%
1.08%
3.30%
1.93%

Source: Moody’s
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