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Vacancy Remains Tight; Policy Shifts
Should Induce Suburban Supply Gains

Continued housing shortage contributes to revenue gains.
While rent growth will ease from double-digit territory this

year, rates are expected to rise at a faster pace than the annu-

al decade-long average as vacancy remains tight. The ongoing
employment recovery should mitigate upward vacancy pressure,
keeping availability hovering near previous record lows. Boston’s
traditionally light urban pipeline also faces headwinds generat-
ed by the life sciences industry. Builders servicing this segment
often outbid multifamily projects for prime parcels near the core,
complicating development in the CBD; however, legislative shifts
targeting suburban zones could alleviate tight vacancy.

Policy changes set to bolster multifamily development. A
provision mandating sweeping zoning changes across the Greater
Boston Region, signed in January of last year, is set for implemen-
tation in 2022. As per the new policy, communities connected to
the Massachusetts Bay Transportation Authority system would be
mandated to create zoning for high-density multifamily housing
within walking distance of public transit. In some smaller towns,
the new regulations may expand housing stock by up to 25 per-
cent; however, the expansion of new stock will extend over sev-
eral years and will ultimately be decided by developer sentiment.
Some caveats to how zoning is implemented could also translate
to substantial numbers of existing units being counted toward
housing goals in heavily developed areas.
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Multifamily 2022 Outlook

®

90,000
JOBS

will be created

EMPLOYMENT:

After last year’s hiring surge, an
unemployment rate above previous
cyclical lows allows room for further
growth during 2022. Boston’s employ-
ment base will expand by 3.3 percent,
though full job recovery could extend
into 2023.
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8,500
UNITS

will be completed

CONSTRUCTION:

Inventory expansion, once again,
moves above a 2 percent annual pace,
despite supply chain headwinds.
Recently implemented state legislation
may also signal a period of elevated

development on the horizon.
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BASIS POINT

increase in vacancy

VACANCY:

Availability ticks up to 2.6 percent,
following a 240-basis-point compres-
sion in 2021. Despite this, vacancy
reduction may be observed in some
Intown-adjacent zones, as higher-den-
sity submarkets continue to regain

renter appeal.
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71%
INCREASE

in effective rent

RENT:

Rent gains moderate, following a 14.3
percent jump in 2021. Still, growth
should remain robust as effective rents
reach an average of $2,728 per month
in 2022, as tight conditions discourage

concessionary activity.



INSTITUTIONAL
P PROPERTY
ADVISORS

Supply and Demand ——————— 1Q 2022 - 12-Month Period
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17.3% increase in the average effective rent Y-O-Y
$2,000 . 19 20 o 9o -16% » Multidecade vacancy lows drove effective rents to an average of $2,616 per
month in March, after recouping all pandemic losses last year.
e As health conditions ameliorated and more firms recalled employees into
Sales Trends ———— area offices, expiring concessions led to effective rents surging in the CBD.
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* Forecast as Class C trades take up a larger share of deal flow. Vacancy rates in prop-
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ources: CoStar Group, Inc.; Real Capttal Anaiytics: Reatbage, Inc erties of this type have fallen under previous cyclical lows, attracting buyers
. seeking stable revenue streams, in addition to yield-conscious investors.
IPA Multifamily
John Sebree « Trades of Class C assets in Essex County continued to climb, as the predom-
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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. 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: Marcus & Millichap Research Services; Bureau of Labor Statistics; CoStar Group, Inc.; Real Capital Analytics; RealPage, Inc.
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