
Fundamentals Return to Pre-Pandemic Levels, 
Boosting Investment and Out-of-State Interest 

Positive absorption resurfaces across all submarkets. Chicago 
recorded a recent spike in apartment demand that restored va-
cancy and rent metrics to levels last seen before the health crisis. 
From April through June, renters absorbed nearly 9,900 units, the 
strongest quarter for leasing in more than 10 years. Positive ab-
sorption was widespread outside the CBD as households contin-
ued to seek larger, lower-cost apartments in suburbs. Concurrent-
ly, vaccination efforts and the return of employees to offices drew 
a separate cohort of renters back to the city. Streeterville-River 
North and the Loop registered the largest absorption totals among 
submarkets in the second quarter at 1,550 and 1,150 units, respec-
tively. Moving forward, the return of students to universities and 
expected job growth in the second half should further bolster 
property performance in these locales.

Epicenter of inventory growth shifts. For the first time since 
2004, suburban deliveries exceed urban completions. The dispari-
ty in rental additions will be most apparent during the second half 
as inventory outside the CBD grows by an estimated 2,200 units 
while urban stock rises by less than 500 doors. Suburban Chicago 
appears poised to absorb these new units after a strong first half 
that saw Class A vacancy decline 130 basis points amid the com-
pletion of 2,000 rentals. For urban Chicago, the near-term pull-
back in deliveries represents a boon for its luxury segment, which 
has seen vacancy rise 220 basis points over the past 24 months.

Multifamily 2021 Outlook

80
BASIS POINT

decrease in vacancy

7.2%
INCREASE

in effective rent

5,600
UNITS

will be completed

* Forecast

Sources: BLS; CoStar Group, Inc.; RealPage, Inc.

CONSTRUCTION:

VACANCY:

RENT:

The volume of apartments delivered 
this year will trail the prior five-year 
average by 3,500 units. Still, total 
inventory will expand by 0.8 percent. 
Nearly one-fourth of the rentals to be 
completed in 2021 are in suburban 
Cook County.

Net absorption notably outpaces 
new supply, slashing metro vacancy 
to 5.1 percent, a rate 40 basis points 
below the prior five-year average. The 
annual reduction in unit availability 
will nearly negate the 100-basis-point 
increase recorded last year.

Strong demand for apartments reduces 
concession usage and pushes the 
metro’s average effective rent near 
the pre-pandemic level. The mean 
monthly rate is expected to end 2021 
at $1,580 per month.

144,000
JOBS

will be created

EMPLOYMENT:
Job growth of 3.3 percent is expected 
in 2021, yet total employment will 
remain nearly 300,000 positions below 
the pre-pandemic mark. As a result, 
the unemployment rate, which rested 
at 7.7 percent at the end of June, is like-
ly to stay above the U.S. level.
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* Forecast ** Through 2Q

Sources: CoStar Group, Inc.; Real Capital Analytics; RealPage, Inc.

CONSTRUCTION

RENT

•	 Driven by a strong second quarter, nearly 7,440 units were absorbed 
over the past 12 months, lowering metro vacancy to 4.9 percent. 

•	 Over half of suburban submarkets noted triple-digit basis point de-
clines, reducing vacancy outside the urban core 40 basis points. Mean-
while, the city of Chicago recorded a 180-basis-point rise.

•	 Deliveries slowed during the 12-month period ended in June as the 
metro’s rental inventory expanded by 0.9 percent. Suburban Chicago 
accounted for nearly 60 percent of recent completions.

•	 Construction is underway on another 11,530 apartments with delivery 
dates extending into the second half of 2023.

•	 Despite an overall reduction in vacancy, the average effective rent fell 
slightly over the past four quarters to $1,553 per month.

•	 Tightening conditions in suburban Chicago pushed the average month-
ly rent up 4.2 percent. This gain was offset by a 5.1 percent drop in 
urban Chicago, where all apartment tiers recorded rate declines.

VACANCY

2Q21 — 12-Month Period

20 basis point decrease in vacancy Y-O-Y

0.3% decrease in the average effective rent Y-O-Y

6,463 units completed

Investment Highlights
•	 Chicago notched an 8 percent rise in deal flow over the trailing-12-

month period ended in June, one of the largest gains among Midwest 
metros. Roughly 70 percent of recent trades involved Class C assets, 
most of which sold below $5 million to private investors.

•	 Average pricing fell 2 percent during the past year to $155,500 per unit, 
a figure that trailed the national mean by 9 percent. Over the same span 
Chicago’s average cap rate rose slightly to 6.7 percent, widening the gap 
between the metro and U.S. mean to 160 basis points. 

•	 Urban submarkets have accounted for two-thirds of all apartment 
transactions since last July, with trades most concentrated in North and 
South Lakefront neighborhoods. In the latter submarket, above-average 
yields and lower entry costs remain common, while pricing in North 
Lakefront rarely dips below $200,000 per unit. 

•	 Strong renter demand for suburban units has drawn more out-of-state 
investors to locales outside the CBD including North and Northwest 
Cook County. Here, average pricing is on par with the metro mean with 
most properties netting high-5 to low-7 percent returns. 

The information contained in this report was obtained from sources deemed to be reliable. Every effort was made to obtain accurate and complete information; however, no representation, warranty or guarantee, 
express or implied, may be made as to the accuracy or reliability of the information contained herein. Note: Metro-level employment growth is calculated based on the last month of the quarter/year. Sales data 
includes transactions sold for $1 million or greater unless otherwise noted. This is not intended to be a forecast of future events and this is not a guaranty regarding a future event. This is not intended to provide specific 
investment advice and should not be considered as investment advice. Sources: IPA Research Services; Bureau of Labor Statistics; CoStar Group, Inc.; Real Capital Analytics; RealPage, Inc.
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