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THE WAY FORWARD - NEW SUPPLY

Figure 1: Six-Month Change in Under-Construction Totals
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Source: CBRE Research, CBRE Econometric Advisors, January 2021. Metros with
5,500+ units under construction. January 2021 compared to July 2020.

U.S. MULTIFAMILY RESEARCH BRIEF _

Photo by J. Rice, May 2020

The central multifamily market theme in 2021 is
recovery: when will it start, how quickly will it
proceed, which markets and submarkets will
recovery earlier or later.

Key ingredients to answer these questions include
the pace of 1) economic/employment recovery, 2)
WFH transitioning to "work from office" (WFO), 3)
rebound of urban amenities and 4) new supply in
2021.

With respect to the latter criteria, construction
remains very active (and the forecast for
completions in 2021 is higher than 2020). In
January, 709,200 multifamily units were under
construction in all markets tracked by CBRE
Econometric Advisors, the highest total in the 18-
year history of the data series. January was up 4.2%
from July 2020 and 6.2% year-over-year.

The current under-construction data is somewhat
elevated from the construction moratoriums
impacting some markets in Q2 and Q3 2020, longer
construction timetables due to COVID-related site
work restrictions and from some slowdowns in
materials deliveries. Yet, the statistics also include
a steady stream of new projects started in recent
months. (Developer sentiment appears to be on the
"build" side of the discussions of whether to build
or not.)

January under-construction pipeline statistics
revealed slowing in 45% of the 53 markets with at
least 2,000 units in the pipeline, leaving 55% with
rising pipelines.

Among the 33 metros with 5,500 or more units
under construction in January (Figure 1), San Diego
had the largest increase followed closely by Salt
Lake City. Other markets with 20+% increases were
Oakland, Seattle, Nashville and Phoenix.
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Rising demand in Salt Lake City and Phoenix likely
warrants the increased pipeline, but the rising

supply may be a concern in Oakland, Seattle and

Nashville which were impacted more severely by the
2020 recession.

Houston had the largest six-month decline followed
closely by Portland. Ft. Worth, Miami, Atlanta and
San Jose had notable declines of about 10%.

New York had the largest construction pipeline at
68,200 units, followed by Washington, D.C. at
43,100 units, a new record level.

Dallas and Ft. Worth combined totaled 34,600
units which would place the market as third
highest. Austin's 25,300-unit pipeline is high given
Austin's smaller size and could moderate the
market's recovery.

Figure 2: Multifamily Units Under Construction in Major Metros - Ranked by Total
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