Multifamily Metro Outlook:
Denver – Q1 2021
Overview:

• After grounding to practically a standstill last quarter, Denver’s recovery rebounded to begin the first quarter of the year – and at
a faster pace than most metros. Denver’s plethora of outdoor attractions combined with increasing vaccination rates have
resulted in employment growth of slightly over 1.1%.
• The metro’s access to the outdoors, in addition to the ever-increasing popularity of remote work has also made it a popular
destination for relocation. In turn, the vacancy rate ticked down 25 bps from the last quarter to 6.5%. It should also be mentioned
the vacancy rate is almost a full 25 bps lower compared to the same time last year.
• Much of this is reflective of the high concessions that landlords continue to offer – most prominent among Class A properties,
which increased to 8.1% in the quarter.
Market Strengths:
• Denver’s emergence as a bona fide tech market has helped insulate the metro from some of the impact to the leisure and
hospitality industry; 7.7% of employment in the metro is concentrated is high-tech, exceeding the national average of 5.3%.
• Though business costs have risen in recent years, at just 4% higher than the national average, Denver retains a cost advantage
over traditional coastal tech hubs. It is expected that high-tech payrolls will regain their prerecession peak in less than a year, and
the metro’s numerous avenues of high-tech job growth will ensure that the sector outperforms over the long term.
Market Weaknesses:
• Denver’s energy industry is experiencing significant price volatility; oil prices have already plunged to levels not seen in more than
18 years. Energy companies in the metro are facing a dual threat from excess supply concentrated overseas, and lacking demand
stemming from coronavirus restrictions.
Development:
• Slightly more than 17,000 units are underway in Denver, placing development activity in the metro amongst the top 10 in the
country and what’s more is that permits are being filed at rate twice faster than the national average. While this would appear to
present supply risks near-term, population growth in the metro is expected to exceed 5.5% over the next five years, which should
offset any significant easing.
• However, it should be mentioned much of the development in the pipeline remains concentrated in Class A properties, and as
such these properties have a higher propensity to offer rent concessions and do not provide sufficient capacity to increase rents.
This shouldn’t present any additional risk considering the cost barriers of single-family housing in the metro still make
multifamily an attractive alternative.
• As a share of the total construction pipeline, condos comprise about 12.5% of the multifamily development in Denver – trending
lower than the national average by about 130 bps.
Outlook:
• Multifamily Outlook: Lagging. Denver’s relatively low caseloads, and plethora of outdoor leisure activities have provided a fair
amount of consistency throughout the pandemic but has come at the cost of an exponential rise in home prices. However, rent
growth in the apartment market has moderated alongside elevated levels of constructions, offering an attractive alterative to
residents considering the metro – especially among Class A units, which tend to appeal most to high-wage renting demographics.
• Economic Environment: Stable. Denver’s economy will rebound quickly and stronger, thanks to a highly educated population and
large workforce that will help the metro to surpass pre-pandemic levels before the rest of the nation. The full return to normalcy,
backed by the significant share of high-income households in the area should allow the leisure and hospitality sector to
outperform over the rest of the year.

Five Year Metro Area Growth Forecast
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1,152
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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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