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Multifamily Supply Forecast Notes

For the Q4 2024 update, the Yardi Matrix Multifamily supply forecast has
been increased for 2024 and 2025. Forecast completions for the later
years have been reduced by roughly 5%.

Multifamily New Supply Forecast Q4 vs. Q3

Year 4Q 2023 3Q 2023 % Change
2023 487,512 484,943 0.5%
2024 536,145 506,574 5.8%
2025 451,430 424,899 6.2%
2026 377,622 401,065 -5.8%
2027 397,650 417,378 -4.7%
2028 403,683 426,722 -5.4%

Source: Yardi Matrix

Near-Term Forecast: 2023 to 2025

Construction starts remained relatively robust in the first half of 2023,
and the under-construction pipeline increased 7.6% in the third quarter.
Therefore, the Q4 2023 supply forecast update has increased forecast
completions 5.8% for 2024 and 6.2% for 2025.

For multifamily markets tracked by Yardi Matrix on or before January
2020, there are currently 1,223,601 units in the under-construction pipe-
line. Of these units, 479,634 are currently in lease-up, roughly in line with
the trailing six-month average of 483,000 units but some 15.9% above
year-ago levels. Most of these units will be completed this year or in the
first half of 2024.
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Multifamily construction starts held at a relatively
high level through the first half of 2023. As a re-
sult, the number of under-construction units not

in lease-up continues to increase. Currently there
are 743,967 units, a 16.2% quarterly increase and
a 35.3% increase over year-ago levels.
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These units will most likely be completed in 2024
or 2025.

On a year-over-year basis, multifamily construction

starts most likely peaked late in the second quar-
ter of 2023, and construction activity in the first
half was robust. Yardi Matrix has so far identified
312,950 units started in the first half of 2023, not
far off the 317,428 units started in the first half of
2022 and well above levels recorded for the first
half of 2021 or 2022.

The trailing four-quarter average for construction
starts peaked in Q1 2023, and for Q2 2023 stands
ot 164,373 units.
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Our construction start data is collected with a lag;
therefore, more current data is unavailable. The
U.S. Census Bureau's residential construction re-
port for buildings with five or more units is a more
current data point. While it does not closely track
the level of Yardi Matrix data, it does generally
track directional changes. The trailing 12-month
average for this data series peaked around May
2023, and both July and August results have shown
a decline. This suggests new multifamily construc-
tion activity tracked by Yardi Matrix should contin-
ue to deteriorate in the final quarter of 2023.

Housing Units Started-Structures with Five or
More Units (TTM Average)
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Construction completion times remain elevated
for both garden and mid-rise buildings. In Q3 2023,
the national average completion time for garden
apartments was 722 days, well above the trailing
four-quarter average of 682 days. Likewise, the
Q3 national average completion time for mid-
rise apartments was 760 days, above the trailing
four-quarter average of 748 days.

Average Days in Construction-Trailing
Four-Quarter Average
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Top 15 Markets: Forecast New Supply—Number of Units

Market
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Top 15 Markets: Forecast New Supply-Percent of Stock
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Long-Term Forecast: 2026 to 2028

Compared to the previous quarter's forecast up-
date, the Q4 forecast update has decreased fore-
cast completions for 2026, 2027 and 2028.

We continue to expect a mild recession will start
in late 2023 or early 2024. The combination of a
weakening economic environment, tight financing
conditions and record levels of new supply coming
online will materially depress new construction ac-
tivity in the latter part of 2023 and all of 2024.

Our baseline forecast for 2026 has therefore been
reduced by 5.8% to 377,622 units, while the base-
line forecast for 2027 and 2028 completions has
been reduced by a similar percentage, to 397,650
and 403,683 units, respectively.

The number of planned units at the end of Q3
2023 stood at 1.16 million, a 19.9% increase over
year-ago levels and a 0.6% increase over quar-
ter-ago levels. The near flat growth recorded in Q3
is a sharp departure from the growth the planned
pipeline recorded post pandemic. This is another
sign that development interest is slowing.
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The September Architectural Billing Index (ABI)
for residential-design billings came in at 43.5. This
is the 14th consecutive month that the index has
been below 50. (A reading below 50 denotes billing
contraction; above 50 denotes billing expansion.)
Historically, changes in the ABI precede changes in
construction activity by 12 to 18 months. This se-

ries is another indicator that multifamily construc-
tion starts should continue to decline through the
end of 2023 and into 2024.
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The prospective pipeline continues to plateau,
standing at 3.04 million units at the end of Q3
2023. This represents a 27.5% increase over year-
ago levels and is essentially unchanged from a
quarter ago. Since reaching 3.0 million units in
April 2023, the prospective pipeline has more or
less remained flat.
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Alternative Downside Forecast

Qur alternative downside forecast, summarized
below, has been increased by 9.0% to 425,000
units for 2025 and reduced for all subsequent
years. Specifically, 2026 has been decreased by
5.6% to 335,000 units, 2027 decreased by 6.7%
to 350,000 units, and 2028 decreased by 5.1% to
375,000 units.
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Alternative Downside

Year Baseline Forecast Forecast
2023 487,512 487,512
2024 536,145 536,145
2025 451,430 425,000
2026 377,622 335,000
2027 397,650 350,000
2028 403,683 375,000

Source: Yardi Matrix

The current baseline forecast assumes a relatively
mild recession starting in late 2023 or early 2024.
In this scenario, multifamily fundamentals remain
relatively solid, while debt and equity financing is
reduced but not completely unavailable. This re-
sults in a reduction in new construction starts in
the second half of 2023 and all of 2024 that pro-
duces a 29.6% decline peak to trough in new sup-
ply. Deliveries bottom in 2026, with a modest re-
covery in new supply taking hold in 2027.

The alternative downside forecast assumes a deep-
er and longer recession, where debt and equity fi-
nancing is far less available and multifamily funda-
mentals materially weaken. This scenario models a
deeper falloff in new construction starts beginning
in the second half of 2023 that remains through
2025. As aresult, new supply declines 37.5% peak to
trough. New supply begins to increase in 2027 and
2028, but at levels well below current cycle highs.

Bottom Line

Multifamily construction starts remained elevated
through the first half of 2023. As a result, forecast
new supply for 2024 and 2025 has been increased.
However, several developments materialized in
Q3 2023 that suggest new development activity
is slowing:

On a year-over-year basis, Yardi Matrix con-
struction start data peaked in May 2023.

The planned pipeline plateaued in Q3 2023.

The prospective pipeline continued to plateau in
Q3 2023.

U.S. Census Bureau new residential construc-
tion statistics showed a sharp contraction in
multifamily construction starts in August.

The Architectural Billing Index has returned 14
consecutive months of readings below 50.

As a result, both the baseline and alternative
downside forecasts have been reduced for the last
three years of the forecast. Our baseline forecast
envisions new supply bottoming in 2026 at around
377,000 units, while the alternative downside
forecast models new supply bottoming in 2026 at
335,000 units.

—Ben Bruckner, Senior Research Analyst

Disclaimer

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in this publication,
the information is provided "AS IS" and Yardi Matrix does not guarantee, warrant, represent or undertake that the information
provided is correct, accurate, current or complete. Yardi Matrix is not liable for any loss, claim, or demand arising directly or
indirectly from any use or reliance upon the information contained herein.

Copyright Notice

This document, publication and/or presentation (collectively, "document”) is protected by copyright, trademark and other intellectu-
al property laws. Use of this document is subject to the terms and conditions of Yardi Systems, Inc. dba Yardi Matrix's Terms of Use
(http://www.yardimatrix.com/Terms) or other agreement including, but not limited to, restrictions on its use, copying, disclosure,
distribution and decompilation. No part of this document may be disclosed or reproduced in any form by any means without the prior
written authorization of Yardi Systems, Inc. This document may contain proprietary information about software and service process-
es, algorithms, and data models which is confidential and constitutes trade secrets. This document is intended for utilization solely in
connection with Yardi Matrix publications and for no other purpose.

Yardi®, Yardi Systems, Inc., the Yardi Logo, Yardi Matrix, and the names of Yardi products and services are trademarks or registered
trademarks of Yardi Systems, Inc. in the United States and may be protected as trademarks in other countries. All other product,
service, or company names mentioned in this document are claimed as trademarks and trade names by their respective companies.
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