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uptick in new supply over the past five years. 
Approximately 290,000 multifamily permits have been 
issued YTD compared to the 350,000 peak in 2017 and 
the pipeline has begun to attenuate. 

Naturally Occurring “Attainable” Housing Leads 
Rent Growth
The national average effective rent2 increased 1.8% QoQ 
and 5.1% YoY in the third quarter of 2019. The YoY 
increase represents an acceleration over the second 
quarter (2019) YoY trends and the three-year historical 
annual average. YoY effective rent growth in gateway 
markets rebounded to 3.4% in the third quarter, 
accelerating by 70 bps. Non-gateway markets (4.6%) 
continued to lead national rental revenue gains, however. 

Overall, Class C assets shone over the past year, posting 
6.5% YoY rent growth compared to 3.5% YoY growth for 
Class B and 2.8% growth for Class A assets. Class C 
product serves as what is referred to as “naturally 
occurring attainable housing”3 and has garnered more 
investor attention due to growing demand in the 
workforce housing segment and the lack of new 
deliveries that cater to this market. After factoring in 
asset building type and market tier, Class C low-rise 
product in gateway markets outperformed other 
segments (up 6.1% YoY); non-gateway markets favored C 
mid-rise product (up 8.9% YoY).

Topping the list for markets registering rental revenue 
gains were Phoenix (up 10.1% YoY), Las Vegas (9.4%), 
Greensboro-Winston Salem (8.2%) and Nashville (7.9%). 
All of these markets are secondary ones located in the 
Sunbelt and are experiencing spillover growth from other 
metros in their respective regions whose cost of living is 
higher.  

MULTIFAMILY CAPITAL MARKETS

Early Onset Confidence Drove Up Volumes 
Earlier in 2019
U.S. multifamily volume growth YoY eased up in the third 
quarter of 2019, following a strong second quarter. 
Transaction volume declined 12.1% YoY and 5.3% QoQ. 
Year-to-date, however, investors deployed capital in 
multifamily assets of more than $122 billion—a 5.2% 
increase over the same period in 2018. 

3Q19 YTD 2019
Vol ($B) QoQ YoY Vol ($B) YoY

Single Asset 33.5 2% 2% 95.7 5%
Under 100M 14.5 -5% -1% 41.2 -1%
Over 100M 19.0 9% 16% 54.5 16%

Portfolio 8.0 -45% -5% 26.4 -5%
Total 41.6 -5% -12% 122.1 5%

U.S. MULTIFAMILY TRANSACTION BY DEAL TYPE

Source: Real Capital Analytics, Cushman & Wakefield Research 
Deals over $5 million

Executive Summary
• The U.S. multifamily market’s vacancy rate was 3.7% 

in the third quarter of 2019—the lowest rate since 
2001—and the segment experienced 5.1% rent 
growth year over year (YoY). Net absorption 
nationwide continued to be positive; deliveries total 
approximately 190,000 units year-to-date (YTD), an 
8.4% decrease from the same time frame in 2018. 

• Multifamily transaction volume declined in the third 
quarter from a year ago, but gained ground on YTD 
basis compared to the same period in 2018, reaching 
$122 billion (B) through the third quarter. Secondary 
market volume YTD increased the most (+$5.7B YoY 
/ +9% YoY), albeit at a slower rate than second-
quarter trends.

• Trailing six-month apartment cap rates remained 
effectively stable with an 11 basis point (bps) 
compression from the previous quarter (QoQ) to 
4.98%. Due to increased transaction volume and 
demand for multifamily acquisitions YTD, the market 
has yet to turn the corner towards cap rate expansion 
trends. 

• Multifamily price growth accelerated nominally YoY 
to 9.7% as of the third quarter over the calendar year 
(CY) 2018 rate. Garden-style assets continued to 
outperform others, posting a 10.0% YTD annualized 
rate of appreciation. 

• Looking ahead, Class C assets and secondary 
markets are projected to be the highlights in terms of 
both transaction volume and asset performance.   

MULTIFAMILY FUNDAMENTALS

Trough Vacancy and Undersupply Outlook 
Ahead
Consistent with second-quarter trends, national 
multifamily inventory grew 0.3% QoQ and 1.2% YoY in the 
third quarter of 2019.1 The U.S. experienced positive net 
absorption of 274,000 units year-to-date (YTD) and 
vacancy remains at a historical low. Deliveries continued 
to decline, as 190,000 new units have entered the market 
YTD—8.4% lower from the same period in 2018.

National demand for multifamily housing is healthy. 
Rentership levels remain elevated—roughly five 
percentage points above the trough in 2004—and supply 
has been disciplined compared to demand on a macro 
level. Concerns of oversupply arise predominantly from 
select submarkets that are in the process of digesting a 
peak of deliveries leading up to 2017. The most active 
submarkets in terms of deliveries have been in Newark, 
Dallas, Los Angeles (DTLA), New York City, Washington, 
DC, Oakland, Miami and Chicago. 

The ultimate indicator of demand is that vacancy, at 
3.7%, is the lowest it has been since 2001 despite the 

1All rent trend data is sourced from Axiometrics, including the top 50 multifamily markets, which are comprised of 6 gateway and 44 non-gateway markets as identified by Cushman & Wakefield. National trends—vacan-
cy, net absorption, deliveries and rent data—are based upon all 577 markets that Axiometrics tracks, which includes approximately 53,300 multifamily conventional properties totaling more than 10.8 million units
2Effective rents are net asking rents minus concessions.
3“Naturally occurring” attainable housing refers to housing that does not produce a cost burden to renter households that are not high-income, primarily affordable and workforce housing renters, and that was not 
built explicitly with the intent of providing attainable housing. These units tend to be Class C because of their age and breadth of amenities relative to Class A and B stock. 2Effective rents are net asking rents minus 
concessions.
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($4.4B YTD / +35% YoY), Tampa ($2.7B / +51%), Las 
Vegas ($2.3B / +42%), and Baltimore ($1.7B / +59%) 
outperformed other markets in their peer group. Las 
Vegas is one of the secondary markets where top-level 
rent growth and transaction volume coalesced at the same 
time YoY, attracting investors to the area. 

The pace of tertiary market acquisitions—which was a 
hot category in 2018—ebbed YTD (-$1.5B / -7%) due to 
transaction activity waning in markets such as New 
Haven, Boise and Lexington. Mitigating this trend were 
growing tertiaries: the Florida Panhandle (+$251M / 
+122%), Greenville (+251M / +157%), Little Rock (+$206M / 
+194%) and Allentown (+$204M / +563%). 

Single-asset sales remained roughly stable in the third 
quarter of 2019 from a year ago and drove overall gains 
in transaction volume YTD. Garden-style assets in 
locations with moderate-to-good-walkability helped 
drive portfolio activity (up 8.1%), and offset declines in 
volume elsewhere. The single biggest contributor to the 
YoY decline in portfolio activity was from suburban 
high-rise transaction volume (-34.2%) followed by 
“Walker’s Paradise”4 (-36.7%) assets.

Growth Metros’ Gains Decelerate YTD
Year-to-date transaction activity in the major markets 
continued to increase modestly (+$1.5B YoY / +4%). Sales 
volume in New York City metro declined by 9% YoY. 
Boston ($3.3B YTD / +102% YoY), Washington, DC metro 
($6.2B / +16%), and the San Francisco metro ($5.7B / 
+22%) more than offset losses in New York and Chicago, 
while activity in Los Angeles remained effectively flat. 
San Francisco posted considerable gains despite the 
ongoing debate over rent control issues across California, 
particularly in the Bay Area. 

Secondary market volume YTD increased the most 
(+$5.7B YoY / +9% YoY), albeit at a slower rate than in 
the second quarter. Among secondary markets, Seattle 

TOTAL

Metro Area YTD 19 Volume ($B) All Apartment Garden Mid/Highrise
Car 

Dependent
Somewhat 
Walkable Very Walkable

NYC Metro $10.02 -9% 54% -16% -23% -32% -3%
LA Metro $8.47 -1% -8% 10% -26% -18% 6%
Dallas $7.38 10% 3% 41% -6% 32% 62%
DC Metro $6.22 16% -25% 66% -25% 77% 41%
Phoenix $6.06 23% 37% -15% 8% 65% 12%
Atlanta $6.03 12% 16% -1% 16% 23% 146%
SF Metro $5.57 22% -22% 108% 52% -28% 67%
Houston $4.53 -20% -18% -26% -17% 15% -59%
Seattle $4.42 35% 19% 60% 29% -18% 69%
Boston Metro $3.32 102% 154% 78% 206% -54% 71%
Denver $3.31 0% -2% 4% -35% 78% -30%
Austin $3.13 12% 43% -31% 136% -28% 121%
Tampa $2.65 51% 50% 53% 2% 4% -36%
Miami/South FL $2.55 -7% -9% 1% -2% 0% 321%
Charlotte $2.45 30% -22% 327% 5% -8% -34%
Orlando $2.44 -3% 0% -10% 6% 211% 225%
Las Vegas $2.28 42% 44% 23% 8% -18% 60%
Raleigh/Durham $2.14 13% 25% -2% -31% -76% -44%
Chicago $2.14 -31% -9% -42% 38% 172% -51%
Philadelphia Metro $1.94 3% 46% -33% 117% 63% -91%
Baltimore $1.73 59% 132% -31% -11% 10% -
San Antonio $1.55 -9% -2% -25% 0% 36% 77%
San Diego $1.53 30% 28% 34% 78% -33% -34%
Nashville $1.52 16% 40% -25% 110% 100% -51%
Portland $1.39 12% 7% 20% 230% -9% -83%

Year-Over-Year Percent Change
BUILDING TYPE WALKABILITY

NUANCE IN INDIVIDUAL MARKETS 
Top 25 Multifamily Markets by YTD 2019 Volume

Source: Real Capital Analytics, Cushman & Wakefield Research 
Deals over $5 million

3Q19 YTD 2019

Vol ($B) QoQ YoY Vol ($B) YoY
Major Metros 11.9 -7% -5% 35.7 4%

Secondary Markets 22.7 -9% -10% 66.9 9%

Tertiary Markets 6.9 12% -27% 19.2 -7%

Total 41.5 -5% -12% 121.8 -7%

U.S. MULTIFAMILY TRANSACTION ACTIVITY BY TIER

Source: Real Capital Analytics, Cushman & Wakefield Research 
Deals over $5 million

4Walkability for each asset is determined by Walkscore.com’s rating of each asset’s location. Walker’s Paradise (daily errands do not require a car); Very Walkable (most errands can be accom-
plished on foot); Somewhat Walkable (some errands can be accomplished on foot); Car-Dependent (most or almost all errands require a car).



MARKETBEAT

cushmanwakefield.com | 3

U.S. Multifamily Market
Q3 2019

Following the Middle Path: Investors Focusing 
on Secondary Markets and Second-Tier 
Walkability
Transaction activity increased YTD overall despite a 
decline YoY in the third quarter of 2019 across product 
subtypes. Suburban high-rise sales decelerated the most, 
down by 18% compared to the third quarter of 2018. YTD, 
however, both garden (+7% YTD and YoY) and suburban 
high-rise (+5% YTD) transaction volumes increased, 
offsetting moderating CBD high-rise sales (-4%). Major 
markets (-12% YTD and YoY) have driven the decline in 
CBD high-rise sales, partially offset by rising sales in 
secondary markets (+31%). 

Sales volumes declined YoY across most walkability 
categories in the third quarter of 2019 as well. Sales of 
properties located in “Walker’s Paradises” experienced 
the greatest slowdown (-38% YoY) while sales in the 
second-most walkable category (“Very Walkable”) grew 
(+13%). YTD transaction activity increased for all 
walkability categories except for Walker’s Paradise. 
Car-dependent property sales (+9% YTD and YoY) 
increased the most, driven by strong performance in 
secondary (+9%) and tertiary markets (+12%). 

Class A and B were up YTD and major markets attracted 
a growing share of Class A sales (+9% YTD YoY) while 
Class B activity shifted towards secondary (+9%) and 
tertiary (+11%) markets. 

Public Vehicles Stepping Up Investment in 2019
Public vehicles—still a minority (5.6%) investment capital 
group—continued to post increased transaction activity, 
doubling its multifamily volume YTD in 2019 compared to 
2018. 

Foreign capital investment maintained steady growth 
YoY (+6.8%), while institutional capital took a step back 
(-4.6%), following a banner year for the tranche in 2018. 
Foreign institutional investors accounted for 71% of the 
category’s investment; YTD, foreign equity funds 
increased their volume eight-fold YoY while sovereign 
wealth fund activity declined. Canadian investors led the 
group and are not backing down as Canadian investment 
increased by a third YTD from 2018 to 2019. Garden-style 
assets had been a priority for foreign capital investment 
in 2018 during the same timeframe (January through 
September) and this trend has only been amplified in 
2019 (+50%) while investors shifted away from CBD 
high-rise investment except in Class C space. 

Private capital still dominates all groups accounting for 
64.9% of sales volume and a quarter of the increase in 
volume YTD, even with modest gains YoY (+1.9%). In 
2019, this tranche of capital increased its focus on assets 
located in Opportunity Zones, investing $8.9 billion YTD 
(+10.2% YoY), and pivoting away from tertiary markets 
(-8.5%) in favor of secondaries (+6.5%). 

No Signs Yet of Broad Cap Rate Expansion
Trailing six-month apartment yields in the third quarter of 
2019 compressed by 11 basis points (bps) QoQ and 19 bps 
YoY to 4.98%; therefore effectively remained stable. 
Overall, secondary markets are still demonstrating 
compression across sub-asset types, while cap rates 
have begun to expand in tertiary markets among Class A, 
Class C, and garden-style assets. 

Mid/high-rise and Walker’s Paradise assets continue to 
see cap rates compress across market tiers; garden-style 
assets also showed renewed cap rate compression in 
major and secondary markets in 2019.

Garden-Style Assets Offer Additional Runway
By the close of the third quarter of 2019, multifamily 
price growth decelerated nominally to 9.0% (YTD 
annualized) over the CY 2018 rate of 9.7%, per the RCA 
Commercial Property Price Index (CPPI). Multifamily 
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continued to outperform the all-property price index at 
6.5% (YTD annualized). Markets that led in terms of 
multifamily appreciation YTD were Las Vegas (+18.7%), 
Chicago (+15.0%), Tampa (+13.8%), Phoenix (+17.3%), 
Charlotte (+13.5%) and Denver (+12.6%).

Garden-style assets continued to demonstrate upside 
potential with a 10.0% YTD annualized rate compared to 
mid/high-rise assets whose prices retreated by 1.0%. 
Suburban assets—both Car-Dependent and Somewhat 
Walkable—outperformed Highly Walkable CBD assets, 
posting 9.4% and 9.7% annualized YTD rates, 
respectively, while CBD asset appreciation is stabilizing. 

Multifamily assets in NCREIF’s National Property Index 
(NPI) generated a 5.3% annualized total return year-to-
date—down from 6.0% recorded in CY 2018. Returns 
slowed across product subtypes: garden returns 
decelerated from 8.9% in CY 2018 to 7.8% YTD, low-rise 
returns from 6.5% to 6.0% and high-rise returns from 
4.6% to 4.2%. Returns slowed in both major (5.3% CY 
2018 to 4.4% YTD) and secondary markets (7.0% to 
6.5%), continuing a trend of the last several years. In 

contrast, tertiary market returns rose sharply from 6.2% 
to 7.7%—the strongest rate of returns since 2016. 

The top performing markets YTD are located primarily 
in the Sunbelt including Phoenix (+13.3% YTD ann.), 
Inland Empire (+11.5%), Las Vegas (+10.5%) and Salt Lake 
City (+9.6%). For more information on returns for all 
major commercial real estate product types, see the 3Q 
2019 Capital MarketBeat report.

Outlook
• National effective rent growth is projected to 

maintain its current pace before moderating in 
2020. There is opportunity to be had, however, by 
targeting niches such as Class C and secondary 
markets such as Phoenix. 

• Cap rates continue to compress for multifamily 
assets in an interest rate environment that has seen 
its third Federal funds rate decrease in 2019 
calendar year. 

• While public vehicles made a splash in the third 
quarter of 2019, private capital remains the primary 
driver of volume. This will continue. 

• Multifamily transaction trends YTD through the third 
quarter of 2019 indicate that it remains to be seen 
whether transaction volume will be on par with or 
exceed that of 2018.
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Deals over $5 million
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