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Chicago Draws More Investment Amid Nation-

Leading Rent Growth and Steep Drop in Deliveries

Demand surge boslters property performance. The Chicago metro
area added over 100,000 residents in the last two years, contributing
to the recent acceleration in apartment leasing. This culminated in
the net absorption of over 7,300 units in the six months ended in the
first quarter — a figure that exceeds 2024’s total delivery count. As
such, 10 of Chicago’s 20 submarkets posted triple-digit basis-point
vacancy drops over the four quarters ended in March, supporting a
5.5 percent rise in the market’s average effective rent — the largest
gain among major metros. Rent growth was most prominent at Class
A and C properties, with the gains recorded by both sectors — 6.8 per-
cent and 4.4 percent, respectively — ranking among the fastest rates
in the nation by apartment class. As completions fall sharply in 2025,

Chicago is poised for another year of standout rent growth.

Construction decline an investment tailwind. Chicago is expecting
just 4,200 units to come online this year — down nearly 50 percent
from the past-decade average. Additionally, deliveries will be more
evenly distributed among submarkets. The Loop-Fulton Market-West
Loop area, home to over 2,100 openings last year, is slated for fewer
than 450 completions in 2025. Similarly, Aurora, the Near North

Side and Chicago’s northwestern suburbs will all see additions drop
from over 600 apartments in 2024 to fewer than 330 units in 2025.
This supply slate should encourage stronger rent growth, bolstering
cash flows and expanding value-add opportunities among lower-tier

assets, which remain the metro’s least vacant.
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Multifamily 2025 Outlook

EMPLOYMENT:

Robust government hiring and early
gains in construction, professional
services, and the trade, transportation,
and utilities sectors will all add to
expanding Chicago’s employment base

by 0.2 percent this year.
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4,200
UNITS

will be completed

CONSTRUCTION:

Deliveries will fall over 40 percent
from 2024’s tally, raising the metro’s
inventory just 0.5 percent. This is the
smallest expansion since 2012, with
2025 openings expected to be scant in
Bronzeville-Hyde Park-South Shore.
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decrease in vacancy

VACANCY:

Vacancy will drop to 4.0 percent

by year-end — the lowest rate since
mid-2022. This will make Chicago the
fourth-least vacant primary market in
the country after New York, Orange
County and Washington, D.C.
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4.2%
INCREASE

in effective rent

RENT:

Amid metrowide tightening, Chicago’s
rent growth is expected to outpace all
other primary U.S. apartment markets
this year. Building on strong first-quar-
ter gains, the average effective rate will

rise to $2,160 per month.
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Supply and Demand —————— 1Q 2025 — 12-Month Period
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Rent Trends

¢ Net absorption over the yearlong period ended in March exceeded the prior
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Andrew Leahy tors’ knowledge of the market also supported trading in outer-ring suburbs.
Senior Vice President, National Director Aurora, Glen Ellyn and Lansing attracted pockets of activity, as did Marengo
Tel: (202) 536-3700 | aleahy@ipausa.com and Waukegan to the north — areas with sustained low vacancy.
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price: $250 attracted to per-unit pricing well below the metro average. Cap rates in the

8 percent to 10 percent range are also enhancing the appeal of area listings.
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