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HIGHLIGHTS

e Property performance in the Austin multifamily market posted slight improvements in the
third quarter, with vacancies inching lower and rents posting modest gains. Development
has maintained its rapid pace to this point in the year, with more than 14,000 units
completed thus far in 2024.

e The vacancy rate in Austin inched lower in recent months after rising in recent periods.
Area vacancy improved by 10 basis points during the third quarter to 9.6 percent. Year
over year, local vacancy has risen by 190 basis points.

e Rents reversed course and ticked higher in recent months after declining in prior periods.
Asking rents advanced 0.5 percent in the last three months to $1,564 per month. Year
over year, rents are down 3.3 percent.

o Activity in the Austin multifamily investment market remains steady, but modest.
Transaction volume to this point in 2024 is down 37 percent from levels recorded in the
same period of last year. In transactions where pricing was available, the median price
year o date has been $193,500 per unit.

AUSTIN MULTIFAMILY MARKET OVERVIEW

Operating conditions in the Austin multifamily market improved in recent months after
property fundamentals had softened during the first half of 2024. Prior to the third quarter,
vacancy had been climbing for the past two years, as elevated supply growth has been
applying upward pressure on the vacancy rate. Improved renter demand in recent months
led to the first quarterly vacancy improvement since the second quarter of 2022. Area
vacancy inched lower by 10 basis points in the last three months to 9.6 percent. A steady
pace of renter demand has also allowed for some stabilization in rental rates, but with
vacancies still about 400 basis points higher than the market's long-term averages,
competitive pressures still drag on rents. New projects continue to come online at a rapid
clip, as more than 14,000 units have been delivered to this point in the year.

The number of sales that have taken place to this point in the year in Austin is modest
compared to recent years, as multifamily properties have been trading at a slow but steady
pace since the beginning of 2024. Austin is one of the many high-growth Sunbelt markets
that is being impacted by a steep acceleration in new supply, and investors are taking a
cautious approach to new acquisitions until conditions stabilize. In transactions where
pricing was available, the median price year to date has been $193,500 per unit, down 9
percent from last year. Cap rates have inched higher, but have not posted steep increases,

averaging about 5 percent.
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EMPLOYMENT

o Employment growth in Austin has been slowing at a gradual pace
since late 2022. Year over year, 22,700 positions were created, an
annual increase of 1.7 percent.

o Leisure and hospitality employment in Austin has been the leading
sector for growth in recent periods. Employers in the sector increased
payrolls by 5.4 percent over the past 12 months with the addition of
7,900 workers.

o While leisure and hospitality has been the source of thousands of new
jobs, technology is a leading industry in Austin. Recently, X, the
company formerly known as Twitter, announced plans to move its

corporate headquarters from San Francisco to Austin. The social

media company’s move is expected to result in about 1,000 new jobs.

o FORECAST: Employment growth in Austin is expected to continue
expanding at its current pace through the end of the year. Local
employers are forecast to add 25,000 workers to payrolls in 2024,
an annual increase of 1.9 percent.

Year to date, more than 14,300
units have been completed.
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Year over year, 22,700

positions were created.

EMPLOYMENT OVERVIEW
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DEVELOPMENT & PERMITTING

o Developers in Austin have continued their rapid pace of deliveries
in the third quarter. Year to date, more than 14,300 units have
been completed in the area.

o Projects totaling approximately 37,000 units are currently under
construction in the Austin area, making it one of the most active
markets for multifamily construction in the country. While
construction is taking place across most submarkets, the Dessau
submarket leads the region in development with over 5,600 units
currently under way.

o Multifamily permitting picked up in recent months, after a slow start

to the year. Developers pulled permits for nearly 4,500 units
during the third quarter, after permits for only 2,500 units were
issued during the second quarter.

o FORECAST: Multifamily development in Austin will remain
elevated in 2024, topping last year's total. Roughly 18,000 units
are scheduled for completion in 2024, up 17 percent from last
year’s high.

NORTHMARQ AUSTIN MULTIFAMILY
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VACANCY

The vacancy rate in Austin inched lower in the third quarter, after

\/OCOnCy decreased by ]O bOSIS trending higher for a period of nearly two years. The local
pOIﬂfS iﬂ I.he pOSf ’.hree mOﬂf/’)S vacancy rate decreased by 10 basis points in the past three

months to 9.6 percent.

VACANCY TRENDS o While the rate tightened slightly in recent months, area vacancy
rose 190 basis points year over year as deliveries came online at

1.0% a rapid pace. The current vacancy rate is roughly 300 basis
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10.0% points higher than the five-year average.
9.0% o While the vacancy rate has trended higher across most
8.0% submarkets in recent periods, vacancy in the North Travis
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RENTS

¢ Apartment rents in Austin ticked higher in recent months following

Central Austin led the area in

three consecutive quarters of declines. Asking rents advanced by 0.5
percent during the third quarter to $1,564 per month. Year over year,

rent gains.

rents are down 3.3 percent.

o While asking rents are down over the past 12 months across all

multifamily asset classes, Class A properties held up stronger than RENTS TRENDS
Class B and Class C properties. At $1,757 per month, top-tier
property rents in Austin are down just 2 percent from one year ago. $1,700 FPer Month  —Annual Change 20%
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MULTIFAMILY SALES

e Transaction activity has kept a steady pace to this point in 2024,

though the number of sales remains light compared to recent years.

Total sales year to date are down 37 percent from levels recorded
in the same period in 2023.

e Pricing has trended lower alongside transaction volume. Year to
date, in transactions where pricing is available, the median sale
price in Austin is $193,500 per unit, down 9 percent from the
median price in 2023.

o Mid-rise properties with greater density have generally been
trading at higher per-unit pricing levels. Pricing for mid-rise
projects has ranged from about $215,000 per unit to $240,000
per unit in 2024.

e Garden style properties are trading within a wider range. Most
garden style communities are selling with prices between
$150,000 per unit and $200,000 per unit, but a handful of
properties with low vacancies and newer construction have sold
for more than $225,000 per unit.

o Despite the fluctuation in pricing, cap rates in Austin are only
marginally higher this year than they were in 2023. In transactions
where cap rates are available, cap rates in Austin have averaged
approximately 5 percent cap rate thus far in 2024. Last year, cap
rates were closer to 4.75 percent on average, but had
approached 5 percent by the fourth quarter.

LOOKING AHEAD

Property performance in the Austin multifamily market is likely to
soften through the final months of the year as new supply continues
hitting the market in large numbers, with projects totaling an
additional 3,600 units scheduled for completion in the fourth
quarter. However, recent stabilization in rents and vacancies
suggest that much of the competitive impact from new construction
has already been factored into performance, and operating
fundamentals at the market level could level off in the coming
quarters. Vacancies are forecast to end the year at 9.8 percent,
considerably higher than long-term averages, but just 20 basis
points higher than current levels. Current rents may prove tougher to
maintain, although the region’s strong employment growth among
high-wage sectors and continued renter demand will counter some
of the supply-side pressures.

The median sale price in Austin is

$193,500 per unit.

INVESTMENT TRENDS
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The uncertainty surrounding the rapid supply growth has weighed
on multifamily investment conditions in Austin to this point in 2024,
but the market is showing signs of stabilizing, which should
ultimately translate to a more active investment climate. Supply
growth has been one of the primary factors that has impacted
investor sentiment in recent years, but the development pipeline will
begin to thin through the remainder of this year and throughout
2025. Looking further out, the outlook brightens; multifamily
permitting across the Austin region is on track to post the lowest
numbers recorded since 2019, suggesting that the pace of
deliveries will begin cooling in 2026. Cap rates have inched higher
to this point in the year, but the area’s strong growth profile has
limited upward movement and anticipated declines in interest rates
could support flatter cap rates going forward.
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EMPLOYMENT FORECAST VACANCY FORECAST
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CONSTRUCTION & PERMITTING FORECAST RENTS FORECAST
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FOR MORE INFORMATION, PLEASE CONTACT

SCOTT LAMONTAGNE

National Director, National Development Services
512.450.6820

slamontagne@northmarg.com

DIANE SOGAL

Vice President, National Development Services
512.450.6822

dsogal@northmarg.com

CHASE GARDNER

Senior Associate, National Development Services
512.450.6817

csgardner@northmarg.com

JORDAN VAUGHN

Senior Associate, Investment Sales
512.450.6815
jvaughn@northmarg.com

HAYDEN SCHNIEDERS
Senior Associate, Investment Sales
512.450.6814
hschnieders@northmarg.com

WILL COLLIER

Senior Associate, Investment Sales
512.450.6812
wecollier@northmarg.com

ABOUT NORTHMARQ

BENOIT ROCHARD

Senior Vice President, Investment Sales
512.450.6824
brochard@northmarg.com

CHERYL HIGLEY

Managing Director, Debt & Equity
512.450.6829
chigley@northmarg.com

RYAN SHOARS

Senior Vice President - Producer, Debt & Equity
512.450.6803

rshoars@northmarg.com

NOAH VILLICANA

Vice President - Producer, Debt & Equity
512.450.6816
nvillicana@northmarg.com

HAYLEE WILLIAMSON

Vice President - Producer, Debt & Equity
512.450.6813
hwilliamson@northmarg.com

PETE O’NEIL
Director of Research
602.508.2212

poneil@northmarg.com

Northmarq is a full-service capital markets resource for commercial real estate investors, offering seamless collaboration with

top experts in debt, equity, investment sales, loan servicing, and fund management. The company combines industry-leading

capabilities with a flexible structure, enabling its national team of experienced professionals to create innovative solutions for clients.

Northmarg’s solid foundation and entrepreneurial approach have built a loan servicing portfolio of more than $76 billion and a

two-year transaction volume of $52 billion. Through the 2022 acquisition of Stan Johnson Company, Northmarq established itself

as a provider of opportunities across all major asset classes. For more information, visit www.northmarg.com.

The information contained herein has been obtained from sources deemed reliable. While every reasonable effort has been
made to ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged
to consult their professional advisors prior to acting on any of the material contained in this report. ©2024. All rights reserved.
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