Multifamily Metro Outlook:
Norfolk – Q1 2022
Overview:
• Norfolk's recovery is progressing, but performance has been mixed across industries. While the defense industry continues to
flourish, healthcare has only recouped half the jobs it lost since the pandemic, and leisure/hospitality and retail is finally in line
with pre-pandemic levels. In turn, the unemployment rate dropped to 3.2% in the first quarter of 2022, but this is just as reflective
of a weakening labor force as it is the resurgence of jobs.
• Vacancy rates increased 25 bps over the last quarter to an average of 3.25%, but this is flat compared to vacancy levels from the
same time last year and are significantly below the national average of 5.0%. Nonetheless, vacancy levels reflect sparse supply
more so than outsized demand; only 164 units were delivered during the quarter, and while that level is on par with the amount
of supply delivered during the first quarter of 2020, it's about a fifth of the volume from last quarter.
• Despite the market tightness, rents remained flat compared to last quarter at $1,310. Although rents increased among all three
property classes, the largest annual increase was among Class B properties, which increased 16.5%. What's more is that
concession among these properties have dropped to the lowest levels ever at just 1.4%.
Market Strengths:
• The share of military employment is six-times the U.S. average, and the metro is home to multiple high-profile defense
contractors. Both the military and private contractors rely heavily on the flow of defense dollars from the Pentagon.
• Strong trade volumes and infrastructure improvements bode well for the Port of Virginia. Business has been booming despite
global supply chain disruptions. The port is among the fastest growing in the country, and 2021 was the port’s most productive
year ever, with container volume jumping 25% annually. The port has evaded the backlogs faced by many U.S. ports, partially
because of less trade with Asian ports, which generally have stricter COVID-19 protocols that can cause delays.
Market Weaknesses:
• Norfolk has several cornerstones to ensure the economy does not further recede amidst a recession, household incomes in the
metro still lag the rest of the state, and other government and defense hubs, such as Washington D.C.
Development:
• After a net decline during the previous quarter, close to 550 units were added to the development pipeline in Q1 2022, bringing
the total to slightly under 3,100 units, an elevation of 21.7% over the past year. During the same period, close to 2,000 units were
added to the metro's apartment inventory.
• The emphasis on development in the metro appears to be geared towards apartments - since Q4 2021, the pipeline inventory for
condo units has dropped by about a third, and there are currently less than 500 condo units underway.
Outlook:
• The current pipeline is insufficient to produce adequate supply in the near-future; in-turn, market tightening will more than likely
continue despite fundamentals reaching historic level. However, long-term new household formations are forecasted to lag
expected deliveries and concerns over the spread of the virus poses additional downside risk from potential job seekers.
• Norfolk’s recovery will lag the U.S. and the region but should pick up as more residents rejoin the labor force. Nonetheless, virus
concerns add risk to the outlook and long-term, overreliance on the port and below-average expected population trends will cap
growth, leading to employment and income growth to underperforming the rest of the nation.
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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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