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The impact of new supply is concentrated downtown. Net absorp-
tion in Philadelphia was strong in 2023 as more than 4,700 units
were newly occupied. This carried into the first quarter of 2024.
While deliveries reach a record high this year, placing upward pres-
sure on vacancy by December, Philadelphia will still maintain one of
the lowest rates in the country. Most of this year’s construction pipe-
line is focused in and around downtown, isolating supply pressure to
these areas. Vacancy in Center City, where inventory has increased
more than 18 percent since 2019, has the highest rate among the
metro’s submarkets at 6.2 percent. Meanwhile, Bucks County saw
stock increase by only 1.3 percent in the same span, and vacancy

exited March 140 basis points below the overall metro mark.

Commuters favor suburbs. Philadelphia suburbs benefited from
in-market migration last year. Montgomery and New Castle coun-
ties, as well as South New Jersey suburbs, logged the most notable
population gains. Burlington County subsequently claimed the
lowest vacancy rate in the metro at 3.2 percent in March. Limited
construction here will likely keep local vacancy tight long term.
Montgomery County may soon follow suit as the northwestern area
hosted the largest number of residents commuting into Philadelphia
last year. This could grow in 2024 as cost-conscious renters look for
more space outside the CBD. Active home listings have held below

10,000 for the last year, further augmenting the renter pool.
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EMPLOYMENT:

Total employment will increase by 0.8
percent in Philadelphia. Excluding
2020, this year will have the lowest ex-
pansion rate since 2013. A slowdown
in trade, transportation and utilities

hiring is a contributing factor.

CONSTRUCTION:

Deliveries will reach a 25-year high

in 2024 as Philadelphia’s inventory
will grow by 2.6 percent. Center City
accounts for nearly 45 percent of new
units. More than half of the projects

here will have fewer than 100 doors.

VACANCY:

Among major Northeast metros,
Philadelphia will record the smallest
vacancy increase. The metric will end
2024 at 4.7 percent. This is tied with
two other markets for the fourth-

lowest rate among major U.S. markets.

RENT:

The average effective rent in the
metro will close 2024 at $1,834 per
month, roughly 32 percent higher
than the 2019 mark. This will be a new

all-time high in the metro.
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A CONSTRUCTION

units completed

Total inventory expanded by 2.3 percent over the trailing 12 months ended

in March, the largest increase since at least 2000.

Center City, Northeast and Northwest Philadelphia accounted for more
than half of all units completed during the yearlong span. Center City

alone welcomed more than 2,470 apartments.

VACANCY
A

basis point increase in vacancy Y-0-Y

Net absorption fell short of completions in the first quarter, pushing
vacancy up to 4.8 percent. However, this was just a 20-basis-point increase
from the fourth quarter of 2023.

Class C apartments logged the lowest vacancy rate among the three tiers at

3.9 percent. Class A and B assets were at 6.0 and 4.8 percent, respectively.

A RENT
increase in the average effective rent Y-0-Y

The average effective rent rose year-over-year to $1,800 per month in
March. This rate is roughly in line with the December 2023 mean.

During the trailing 12 months, the average rent in the CBD increased
faster than in the suburbs. The urban mean lifted 4.2 percent to $2,533 per

month, while the suburban metric rose 2.1 percent to $1,713 per month.

Transaction velocity in Philadelphia slowed during the trailing 12 months
ended in March, similar to other metros. Transactions in the $1 to $10
million price bracket were most common in 2023 and, according to
preliminary data, in the first three months of 2024. This has placed some
downward pressure on the average price per unit in the metro. Philadel-
phia, however, did not see the same extreme price appreciation between
2019 and 2022 that other markets did, making this adjustment more mild

and offering relative cost stability to buyers and sellers.

During the first three months of the year, investors were cautiously active
in the market. In-market buyers, in particular, sought out Class Band C

assets built prior to 2000. Trades were scattered across submarkets, with
some portfolio sales taking place in Lower Bucks County and Upper Dela-

ware County where vacancy rates sat below the overall metro level.

Outside the urban core, investors targeted properties near university cam-
puses. Buildings near the University of Delaware, West Chester University,
and University of Pennsylvania offer slightly lower entry costs, are located

in dense suburbs and attract younger residents who are more likely to rent.

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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