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Multifamily Metro Outlook:

Boston - Q2 2024

Overview:

*  Boston’s underlying economy is expected to remain stable, as education and health care are important blocks in its
foundation, and the biomedical, tech, and logistics industries have potential for long-term growth. Employment
growth, however, has stalled slightly this year in comparison to national levels. This is due to high concentration of
tech companies in the metro, as the entire tech sector has been trimming the fat of previous over-hiring in recent
years post-pandemic.

Market Strengths:

*  Boston has enjoyed a historically stable rental market, with vacancy rates at 4.7%, due to its position as the financial
and academic capital of New England. While the population is not growing rapidly, it remains fairly wealthy, with a
median income per household of $110,000 (ranked 8th out of the top 50 markets tracked by Green Street) due to job
concentration in higher-paying industries. These higher salaries, coupled with a robust student population, should
help to reliably maintain a lower vacancy rate than the national average year after year.

*  Boston has a favorable demographic profile for multifamily demand. The large number of universities in the metro
contributes to the above-average share of young and educated people in the metro. Per Moody’s Demographics, as
of Q4 2023, 21.3% of the local population is in the age 20-34 cohort, above the 20.3% national average.

*  Boston’s constrained geography and time-consuming development approval process create an environment where
existing housing stock and approved projects are likely to be well-received by the market. The metro’s above-
average land and home prices, as well as rent levels that remain above national averages, are strong indicators of
ample demand for new supply in the overall market for both for-rent and for-sale development.

*  While employment growth slowed in comparison to national levels, Moody’s expects Boston to outpace the rest of
the Northeastern region in population growth as a result of sizable international immigration. This should provide
more demand for local services such as retail and health care, increasing job growth in turn.

Market Weaknesses:

*  Massachusetts has recently passed legislation that possibly inhibits future rent increases, though Boston’s mayor
has announced more affordable housing units will be built in the metro. These actions will likely introduce stronger
rent control that may cap Boston’s rent growth potential and lower developer interest in building new properties.

*  Long-standing high costs of living and potential tax increases on the wealthy could lead to further outmigration from
the area. The U.S. Census estimated that between 2022 and 2023, there was an outflow of 3% of the metro’s
population.

*  Anew fossil fuel ban test program in the submarkets of Cambridge, Waltham, and Lexington could de-incentivize
development if it causes building costs to rise.

Development:

*  New apartment deliveries in Boston totaled 1,900 units in Q2 2024, which is a slight quarterly decrease. This number
closely matches absorption metrics in the second quarter, coming in around 2,100 units, indicating that supply is
generally meeting ongoing demand from workers in the tech and health sectors. Since demand is not necessarily
outstripping supply, rent growth has remained muted yet still positive at 1.2%.

*  CoStar estimates rental construction will tighten over the next few years, with an expected 5,700 unit deliveries for
2024 and a subsequent gradual drop in deliveries in the following years until 2028.

Outlook:

*  Boston remains a top multifamily market in the U.S. Absorption rates have held steady, the current pace of
development seems stable, and vacancy rates remain low. With a moderately healthy job market, the local
multifamily market should be supported in the near term and see continued, though slowed, positive improvement.

*  While economic growth is expected to be below average over the next several years, its impact on Boston’s
multifamily market is mitigated by the presence of high-flying industries that employ sizable amounts of people
such as tech, health care, and finance. And with construction slowing in the market compared with the last few
years, Boston could see increased rent growth in the near future.
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Multifamily Apartment Pipeline

Apartments & Condos/Townhomes: Units Completed and Underway
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Multifamily Vacancy & Rent Estimates

Q2 2024 Vacancy Rate:
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Source: Fannie Mae Multifamily Economics and Research
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Multifamily Construction: Bidding & Underway
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Multifamily: ESR Team

Multifamily Metro Outlook: Boston Q2 2024

Multifamily Economics and Market Research Team

John Collier, Economic and Strategic Research
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