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Expanding Populace, Moderating Pipeline
Set Metro For Historically Tight Vacancy
Widespread demand fuels record-low availability. As Indianapolis’ population continues to expand at a steady rate, the growth
of the 20- to 34-year-old cohort is fostering a rising need for
available apartments. This is reflected in recent vacancy fluctuation, as availability in the metro compressed by 250 basis points
over the past two years ended in March. Demand has improved in
the suburbs lately, as vacancy outside the core was a record-low
3.0 percent at the onset of 2022. The historically strong rate of
household formation slated to occur this year suggests tightening will persist in suburban submarkets. Absorption in the CBD
also notably advanced in 2021, with availability falling 410 basis
points. As residents continue to return to downtown offices this
year, further recovery in the core can be anticipated.
Absorption outpaces supply amid construction pullbacks. Outside factors, such as the supply of materials and labor shortages,
led to a limited number of unit deliveries in the first quarter of
this year — a trend that will continue through the end of 2022.
Currently, builders have more than 4,000 units under construction in the metro, with roughly 40 percent of these rentals
expected to be delivered by year-end. This will translate to an
annual delivery volume that trails the prior five-year average
by 2,300 units. The moderation in near-term supply additions
suggests Class A vacancy will remain historically low in the near
term, potentially increasing the amount of project proposals.

Multifamily 2022 Outlook
EMPLOYMENT:
Indianapolis’ job count will increase

21,600
JOBS

will be created

annual pace of increase trails the national mark, the local unemployment
rate falls below the pre-pandemic
recording of 3.0 percent this year, signaling economic stability in the metro.

CONSTRUCTION:
Delivery volume tempers from last

1,500
UNITS

will be completed

year, but still increases inventory by
0.8 percent. Suburban completions
represent over 80 percent of this
year’s supply additions, with projects
concentrated in the city of Carmel and
Hamilton County.

VACANCY:
Vacancy will reach a record low this

90
BASIS POINT
decrease in vacancy

year as renters absorb nearly 3,000
units, compressing availability to
2.2 percent. Consistent demand for
apartments will allow leasing velocity
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Completions

1,791

units completed

• Delivery volume during the past 12 months ending in March grew stock by
1.0 percent. Carmel-Hamilton County and Greenwood-Johnson County
added the most new units.
• Approximately 260 units were completed in the first quarter of 2022, representing roughly 15 percent of the rentals coming online this year.
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Rent Trends
Y-O-Y Percent Change

• Renters absorbed approximately 5,300 units over the past 12 months, lower-

$1,200

16%

$900

12%

$600

8%

$300

4%

$0

0%

18

19

20

21

22*

ing vacancy to 2.6 percent — the metro’s tightest rate on record.
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Average Effective Rent

Average Rent

basis point decrease in vacancy Y-O-Y

• All submarkets registered vacancy compression over the past four quarters,
with Downtown Indianapolis recording a 710-basis-point drop that lowered
unit availability to 4.2 percent.

RENT

14.8%

increase in the average effective rent Y-O-Y

• Rent growth remained elevated into the first quarter, as the average effective rent reached $1,101 per month. All but two of the metro’s 13 submarkets
noted double-digit rent gains over the past year.

Sales Trends

• With a sub-2 percent vacancy, Greenwood-Johnson County saw an 18.7

Average Cap Rate

percent spike over the past 12 months, lifting its average rent to $1,077.
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• Transaction velocity increased last year, demonstrating investors’ confidence in the metro. Class B trading drove deal flow, with these mid-tier
deals primarily occurring in the suburban submarkets of Lawrence and
Southside Indianapolis. Both locales are a 20-minute drive from downtown
and home to average effective rents that trail the metro mean, making them
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attractive destinations for commuters seeking a lower cost of living.
• The average price per unit last year landed at just over $90,000, up 7.0 percent from 2020. Still, Indianapolis’ mean sale price remains notably lower
than the national average, despite metro pricing rising by more than 80
percent during the past seven years.
• The average cap rate dipped 20 basis points in 2021 to 6.0 percent, due to a
competitive bidding environment. Of the Midwestern markets, Indianapolis
has one of the tightest cap rates, but also maintains an average price per unit
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lower than half the other markets in the region. These lower entry costs
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counter some of the challenges associated with a lower cap rate.
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