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Overview

Amid sustained job growth, strong consumer spending, and increased demand 
for rental housing, the commercial real estate market continued to recover in the 
fourth quarter, marked by rising occupancy across all commercial property 
markets. However, the course of the pandemic, including the emergence of the 
deadlier Omicron variant, will continue to greatly determine the direction and 
pace of recovery across property markets.  

Since 2020 Q2, occupancy in multifamily rental properties has increased by 1.06 
million units due to rising rental demand as home prices became less affordable. 
The median asking rent has spiked to 11% year-over-year, with asking rents rising 
at a double-digit pace in a third of metro areas, particularly in metro areas in 
Florida, the Carolinas, Texas, Georgia, Louisiana, Alabama, Nevada, Arizona, and 
New Mexico, as well as in Utah and Idaho.

In the office market, occupancy increased modestly by 661,338 square feet in the 
past three months through November 29, with a long way to go to absorb the 
132.2 million square feet of office space that has become unoccupied. The fraction 
of workers working from home continues to trend down, to just 12% of the 
workforce, but return-to-work plans have been pushed back due to the 
resurgence of the Delta variant in the summer. The emergence of the deadlier 
Omicron variant could again push back these plans. 

In the industrial market, demand remains strong. The property market has the 
lowest vacancy rate among the core markets, at 4.2%. Rents are up 7.9% year-
over-year. Since 2020 Q2, 681 million square feet of space has been absorbed.

Occupancy in the retail brick-and-mortars is also increasing, as consumers started 
to shop at brick-and-mortar stores, leading to some market share recovery 
(market share of non-store retailers slightly declined from 18% in early 2021 to 17% 
as of November). The vacancy rate stood at a modest 4.6%. Rents rose 2.6% year-
over-year.

The hotel market also continues to recover, with business and personal travel 
picking up, as indicated by the rising cost of energy commodities (e.g. gasoline) 
that rose 49.5% year-over-year in October. The average 3-month hotel occupancy 
rate rose to 62.6% in October, up from 48.5% one year ago.

In summary, the commercial real estate market has continued to recover on all 
fronts on the back of the sustained recovery in the job market, increased 
consumer spending, and workers trickling back to the office.  However, the course 
of the pandemic, including the emergence of the deadlier Omicron variant, will 
continue to greatly determine the pace of the commercial real estate market’s 
recovery and of major metro areas (e.g. New York, San Francisco, Chicago, Los 
Angeles, Washington DC, and Boston) that are still grappling with huge declines 
in office occupancy. 

Enjoy reading the latest issue!



Economic Conditions
Economy continues to strengthen but labor market tightens

More job openings than job seekers with 
more people not in the labor force

The economy continues to create net new 
jobs. As of October 2021, the economy has 
created 18.2 million net new jobs, or 81% of the 
22.4 million jobs lost during March and April 
2020. There are nearly 4 million nonfarm 
payroll jobs still to be recovered, with about . 

About a third of the jobs to be recovered are in 
leisure and hospitality. Only the finance and 
insurance industry  and the transportation 
and warehousing industries have had net job 
gains. These sectors have benefited from a 
strong housing market and the acceleration of 
e-commerce sales.

Yet even with 4 million jobs still to be 
recovered, labor is scarcer relative to the 
number of job openings. As of September, 
there were 9.7  million job openings compared 
to just 7.4 million  workers looking for jobs. Job 
openings outpaced the number of 
unemployed in wholesale and retail trade, 
leisure and hospitality, professional and 
business services, financial activities and 
information services. Only in the construction 
industry are there fewer job openings than job 
seekers.

Source: BLS Establishment Survey

Source: BLS Establishment Survey
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27% of 401 metro areas have higher employment as of October compared to February 
2020

Out of 401 metro areas, 27% have more jobs as of October compared to February 2020. 
Leading the job gainers are Dallas, Austin, Salt Lake City, Phoenix, and Provo-Orem, Ogden, 
Tampa, Baltimore, and Fayetteville. 

Meanwhile, gateway metro areas or cities such as New York, Los Angeles, San Francisco, 
Chicago, Boston, and Washington, DC still have lower levels of non-farm payroll 
employment compared to February 2020.

Economic Conditions
Economy continues to strengthen but labor market tightens



Source: BLS COVID-19 Supplemental Survey 

Continued decline in fraction of people 
working from home

Workers are returning to the office, with 
11.6% of employed workers 16 years old 
and over teleworking, down from 35.4% in 
May 2020. Among computer and 
mathematical workers, 42.8% are 
teleworking, down from 75.9% in May 
2020. As of October, 18 million people 
teleworked, up from 8.9 million in 2019 
who worked from home. With the rise in 
Delta variant cases from July through 
September, companies have delayed the 
time table for workers to return-to-work, 
such as Apple®, Alphabet®, Uber®, and 
Lyft®.  As of November 30, the Center for 
Disease Control classified just 79% of 
counties as experiencing substantial to 
high levels of Delta variant transmission 
(92% in October). The CDC is monitoring 
cases of the Omicron variant.

Retail sales up 16% y/y in August

The 12-month retail and food services 
sales rose 16% year-over-year in October 
2021, with the strongest growth in  
clothing stores, motor vehicle dealers, 
furniture stores, and miscellaneous item 
retailers. Non-store retailers accounted for 
17% of sales, slightly down from 18% in 
February 2021.

Fed starts tapering its asset purchases  
to anchor inflation expectations to 2%

Inflation accelerated to 6.2% due mainly 
to the rising cost of energy commodities 
(49.5% year-over-year), an indication of 
that personal and business travel is 
picking up. Global demand has pushed 
up oil prices to $81/barrel from $39/barrel 
one year ago. The Federal Reserve has 
started to reduce its  $120 billion monthly 
purchases of mortgage-backed securities 
and Treasury notes by $15 billion each 
month starting in November to control 
money supply and ensure that inflation 
remains anchored at 2%. 5

Source: US Census Bureau

Economic Conditions
Fraction of workers working from home continues to decline
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Commercial Market Overview
Occupancy is rising across all property markets

Occupancy continues to increase across the 
multifamily, office, industrial and retail 
sectors as of November 29, 2021. As such, 
vacancy rates trended downwards and 
asking rents rose except for the office 
sector where vacancy rates increased and 
rents were flat from one year ago.  

In the apartment market, 116,193 apartment 
units were absorbed in the past three 
months as of November 29, bringing the 
total net absorption to 1.06 million units 
during 2020 Q2 through November 29. 
With higher occupancy the vacancy rate 
has declined to 4.6% from 6.7% in 2020 Q1.  
With strong demand, asking rents are up 
11.1% year-over-year, the highest pace in a 
decade.

In the office market, occupancy increased 
by a modest 661,338 square feet in the three 
months through November 29, sustaining 
the third quarter increase of 5.5 million 
square feet, but a total of 132.2 million 
square feet of office space given up has yet 
to be reabsorbed.  The vacancy rate has 
increased to 12.4% from 9.8% in 2020 Q1. On 
the aggregate, rents have stopped 
declining and are at par with the level one 
year ago.

In the industrial market, 135.7 million square 
feet of office space was absorbed in the 
past three months through November 29, 
with 681 million square feet of space 
absorbed from 2020 Q2. This positive net 
absorption of industrial space more than 
offsets the negative net absorption of office 
space. This industrial sector is seeing the 
lowest vacancy rate among the core 
property markets, at 4.2%, from 5.3% in 2020 
Q1. Rents are up 7.9% year-over-year.

In the retail property market, occupancy 
has been rising since 2020 Q4, with a net 
increase of 51.5 million square feet since 
2020 Q2. The vacancy rate is at 4.6%, the 
same as in 2020 Q1. Rents are also rising at 
2.6% year-over-year.



Commercial Market Overview
Rising investor acquisitions and falling cap rates

With improving market fundamentals, 
investor acquisitions rose to $221.8 billion 
in the third quarter, up  131% from one 
year ago and 26% from the prior quarter. 
Investor acquisitions increased across all 
property types.

With strong investor demand, cap rents 
continued to trend down. As of 
November 29, the lowest median cap 
rate was of multifamily properties (5%) 
while the highest cap rate was of 
properties (6.9%). Cap rates have trended 
downwards compared to pre-pandemic 
levels even for office properties and even 
as 10-year Treasury yields have remained 
about the same as of October 2021 at 
1.58% compared to 1.5% in February 2020.

Construction activity has ramped up for 
industrial properties, with 465 million 
square feet under construction, 
equivalent to 2.7% of the current 
inventory of industrial space. Rising 
construction should ease the tightening 
vacancy rate in the industrial property 
market and temper rent growth.  
However, the number of apartment 
units under construction has declined to 
680,883 as of the third quarter, which is 
running below the 735,035 units under 
construction prior to the pandemic. The 
number of units under construction is 
also running below the 12-month 
absorption of demand of 735,536, so 
rental vacancy rates are likely to remain 
tight in 2022.

2020 Q3 2021 Q2 2021 Q3 % Q/ Q % Y/ Y

Multifamily $22.6B $47.0B $61.6B 31% 173%

Office $23.7B $44.0B $59.5B 35% 152%

Industrial $27.8B $47.3B $58.8B 24% 111%

Retail $22.1B $37.6B $41.9B 11% 89%

Total $96.2B $175.9B $221.8B 26% 131%

Source: NAR analysis of CoStar® data



The apartment CRE market is experiencing a 
boom. Net absorption of apartment units 
reached its strongest level in a decade, with a 
net absorption of 754,099 apartment units in 
the past 12 months as of November 29. Prior 
to the pandemic, the 12-month net 
absorption as of the end of 2020 Q1 was 
308,184 units. 

Apartment demand is rising in both primary 
metro areas and secondary markets. Over 
the past 12 months as of  2021 Q4 (November 
29), 364 out of 380 markets had positive net 
absorption, according to CoStar® data.  The 
top 10 metro areas with the largest number 
of apartment units absorbed were Dallas-
Fort Worth, New York, Houston, Los Angeles, 
Washington, DC., Chicago, Austin, Atlanta, 
Seattle, and Boston. San Francisco, 
considered a major commercial market, 
absorbed 9.947 apartment units in the past 
12 months. 

Multifamily
Absorption of apartment units rise to highest level in a 
decade

Among metro areas with less than 1 million 
in population, the largest apartment 
absorption included Charleston, Fort Myers, 
Sarasota, Durham, Madison, Greenville, 
Savannah, Wilmington, Sioux Falls, 
Asheville, Greeley, Gainesville, and Naples, 
Midland, and Lafayette, with over 1,000 
apartment units absorbed .  
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Multifamily
A third of metros have double-digit rent growth

The average asking rent across 390 markets 
rose 11.1% year-over-year as of 2021 Q4 
(November 29). Of 390 metro areas,130 markets 
out of 390 markets, or 33%, had at least 10% 
year-over-year rent growth.

Across the most population  to least populous 
metro areas, Florida metro areas had the 
highest rent growth in the areas of Orlando, 
Tampa, Fort Myers, Port St. Lucie, and Punta 
Gorda. Metro areas in the South region are 
experiencing the fastest rent growth, mainly 
metro areas in Florida, Texas, Nevada, Arizona, 
Texas, North Carolina, South Carolina, New 
Mexico, Georgia, Louisiana, and Alabama. In 
the West region, rents are rising fast in the 
some metro areas of California, Nevada, Utah, 
and Washington. Rising rents signals a need 
for more rental housing construction in these 
markets.
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Multifamily
A third of metros have double-digit rent growth

The average asking rent across 390 markets 
rose 11.1% year-over-year as of 2021 Q4 
(November 29). Of 390 metro areas,130 markets 
out of 390 markets, or 33%, had at least 10% 
year-over-year rent growth.

Across the most to least populous metro areas, 
Florida metro areas had the highest rent 
growth in the areas of Orlando, Tampa, Fort 
Myers, Port St. Lucie, and Punta Gorda. Metro 
areas in the South region are experiencing the 
fastest rent growth, mainly metro areas in 
Florida, Texas, Nevada, Arizona, Texas, North , 
New Mexico, Georgia, Louisiana, and Alabama. 
In the West region, rents are rising fast in the 
some metro areas of California, Nevada, Utah, 
and Washington. Rising rents signals a need 
for more rental housing construction in these 
markets.
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Multifamily
Investment opportunities due to low vacancy rates and high 
rent

Below are the metro areas that are good investment opportunities because rents are 
rising (over 10%), vacancy is low (below 5%), cap rates are relatively high (over 5% to 10%), 
and demand is high (absorption of at least 1,000 units in the past 12 months) based on 
market data as of November 29. As of 2021 Q3, the metro areas with the highest rent 
growth that make it to this list are in the Sunbelt areas of Tampa, Fort Lauderdale, Miami, 
Knoxville, Chattanooga, Norfolk, and Reno, and in Provo, Baltimore, and Boston. 



The net positive absorption of office space 
in the third quarter (5.5 million sq. ft.) was 
followed by another 661,338 million square 
feet of office space in the past three 
months as of November 29. Absorption, 
while positive, was more modest as the 
surge in Delta variant cases during the July 
through September pushed back the 
return to work schedules of companies, 
including major tech companies like 
Apple®, Google® Facebook®, and 
Salesforce®. Google® expects 20% of its 
employees to work from home 
permanently, while Salesforce® expects 
the majority to work from home 
permanently.1

However, since 2020 Q2, office occupancy 
is still down on a net basis by 132.2 million 
square feet, with the largest losses in the 
primary metro areas of New York, Los 
Angeles, San Francisco, Washington DC, 
Chicago, and Boston.

Office
Positive net absorption since 2021 Q3 but still a long recovery

1 Cupertino Today, https://cupertinotoday.com/2021/08/25/tech-companies-push-back-return-to-work-targets-to-
2022-bay-area-vaccine-mandates-continue/

On the other hand, secondary metros 
such as Boise, Palm Beach, San 
Antonio,  and Durham, each of which 
had positive absorption of at least 1 
million square feet. 



Amid rising cases of Delta variant over the summer, New York, San Francisco, and Seattle 
continue to struggle to maintain occupancy, suffering a decline in occupancy (negative 
net absorption) in the three months as of November 29 after occupancy rose in the third 
quarter, as cases of Delta variant surged in the summer. However, occupancy still 
increased in metro areas like Orange County, Washington DC, and East Bay.

Office
Major metro areas continue to see declining occupancy
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Office asking rents continue to 
decline for Class A office 
properties, but are rents are rising 
for Class B/C properties. 

Office rents are still declining as of  
November 29 on a year-over-year 
basis in 12 markets, including  San 
Francisco (-4%), New York
(-2.2%), Washington DC (-0.6%), 
Chicago (-0.1%), East Bay (-1.4%), 
and Orange County (-0.9%). 

Office
Office rents are rising in Class B/C and secondary markets
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Industrial 
Demand for logistic space remains higher than other 
industrial assets 

As of November 28, total sales volume of 
industrial properties totaled $14.9 billion 
thus far in Q4 2021 and totaled $84.2 
billion year-to-date (ytd), with sales 
totaling $14.3 billion for flex, logistics 
($55 billion) and specialized ($14.7 
billion) through ytd according to 
CoStar® data. 

Logistics sales volume growth continues 
to make up the majority of all industrial 
sales volume at 68% in Q4 as of 
November 28. The most recent data for 
logistic property sales remains true on a 
year-to-date basis as well. YTD through 
Q4 2021, of the $84.2 billion all industrial 
sales volume, logistic sales captured 
65%, as investor preference for this asset 
continues.

The average sales price per square foot 
for industrial properties rose to $133, up 
from $127 in the prior quarter. 

Overall industrial cap rates were 
unchanged through Q4 as of November 
28 from Q3. Cap rates averaged 6.3% for 
all of industrial where center cap rates 
were highest in Flex at 7.4%, 6.1% for 
specialized acquisitions and lowest in 
Logistics, 6.0%.

68%
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Industrial 
Strong net absorption and asking rent trends continue

Demand for industrial properties remain 
strong with solid fundamentals. Net 
absorption of industrial spaced reached 
its highest level ever recorded last 
quarter at 452 million square feet (msf) 
and now, two months into Q4 2021 and 
that record has fallen as 12-month net 
absorption totals more than 503 msf. 

Logistic industrial space remains the 
preferred asset amongst other industrial 
space given trends in e-commerce. 
Logistic space 12-month net absorption 
totaled 454 msf in Q4 as it makes up 91% 
of industrial net absorption.

Two months into Q4 and the top 
industrial markets by net absorption 
were Dallas (48 msf), Inland Empire (33 
msf), Atlanta (32 msf), Chicago (32 msf) 
and Houston (27 msf). 

On average, asking rents were up in all 
390 metros covered by CoStar. Asking 
rents reached a new high of 7.9% year-
over-year as available supply and strong 
demand continue to rents upwards. 

Of the top 10 metro areas with the 
highest rent growth, two were in Florida 
and two were in Georgia. Largest rent 
growth was in Miami, FL at (13.3%), 
Northern New Jersey (12.8%), Columbus, 
OH (12.5%), Inland Empire, CA (12.4%), 
Nashville, TN (12.1%), Philadelphia, PA 
(12.0%), Salt Lake City, UT (12.0%), Fort 
Lauderdale, FL (11.7%), Hinesville, GA 
(11.6%), and Atlanta, GA (11.1%).
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Industrial 
Most industrial developments occurring in DFW, Atlanta, and 
Phoenix

As of Q3 2021, there was more than 465 
msf of industrial space under 
construction, according to CoStar® 
data. The majority of this (88%) was 
logistic space.

At the metro level, of the markets with 
corresponding data, the most 
construction activity was seen in 
Dallas-Forth Worth (49 msf), Atlanta 
(29 msf), Phoenix (27 msf), Chicago (26 
msf), Inland Empire (23 msf), 
Indianapolis (21 msf) and Philadelphia 
(20 msf). 
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Retail 
Retail acquisitions of general retail outpace all other 
retail assets 

As of November 28, total sales volume of 
retail properties totaled $11 billion thus far in 
Q4 2021 and totaled $63.3 billion year-to-date 
(ytd), with sales totaling $6.6 billion for 
general retail, mall ($621 million), 
neighborhood centers ($2.2 billion), power 
centers ($913 million) and strip centers ($626 
million) in Q4 according to CoStar® data. 

General retail sales volume growth outpaces 
the other retail assets as sales volume total 
60% of all retail sales in Q4 as of November 
28. YTD through Q4 2021, of the $63.3 billion 
all retail sales volume, general retail sales 
share was 65%, malls (4.2%), neighborhood 
centers (20%), power centers (4.5%) and strip 
centers (5.7%).

The average sales price per square foot for 
retail properties significantly increased to 
$233 as of November 28, up from $202 in Q3. 

Overall retail cap rates declined in Q4 as of 
November 28 from Q3 by 0.2%. Cap rates 
averaged 6.2% for all of retail where three of 
the five retail property types saw declines. 
General retail, neighborhood center, and 
strip center saw declines in cap rates from 
Q3 to 6.1%, 6.1% and 6.8% respectively, while 
malls and power centers increased to 6.9% 
and 6.4%. 
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Retail 
Increasing retail sales support the demand for retail 
properties 
With retail sales continuing to increase, so does 
the demand for retail space. Net absorption of 
retail space in the past 12 months as of November 
28, 2021 was 75 msf. Q4’s most recent data is up 
from the 52 msf recorded in the prior quarter as 
retail sales support the demand for retail real 
estate. 

Of the 75 msf net absorption of retail space, the 
largest share is held for general retail (58%). 
Furthermore, all retail property types saw positive 
net absorption with the exception of malls for 
which saw -4.9 msf returned to the market. 
Despite malls returning space to the market, as of 
November 28, 2021, this is 1 msf less than it 
returned in Q3 2021. Malls remain the retail 
property asset that is most vulnerable considering 
its quivering fundamentals. But, it is not all bad as 
foot-traffic has returned.

According to CoStar® data, of the metros with 
positive absorption, the top markets by 12- month 
net absorption were Houston-TX (5.6 msf), Atlanta-
GA (4.2 msf), Dallas-Fort Worth-TX (4.1 msf), 
Chicago-Il (2.8 msf), New York-NY (2.6 msf) and 
Inland Empire-CA (2.4 msf), while negative net 
absorption was led by to by East Bay-CA, 
Knoxville-TN, Columbus-OH and Wausau-WI.

Retail vacancy rate continued its downward trend 
as of November 28, 2021 where it stood at 4.6% 
and was down .2% from Q3. Mall vacancy rate was 
the only to increase in Q4 and did so by .2% 
towards 7.4% as it holds the highest vacancy rate 
amongst retail property types. General retail space 
remains the retail asset with the lowest vacancy 
rate at 2.8%

On average, as of November 28, 2021, asking rents 
were up 3.3% towards $20.26 sf. Of the 390 metro 
areas covered, 97% of metros saw positive year-
over-year growth in asking rents which was led by 
Akron-OH (9.6%), Tulsa-OK (8.5%), Las Vegas-NV 
(8.0%), Jacksonville-FL (7.9%) and Atlanta-GA 
at7.7%. Markets that saw negative rent growth 
were San Francisco-CA (-5.2%), New Haven-CT (-
1.9%) and Providence-RI (-1.5%).
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Hotel 
Rising occupancy and revenues as travel resumes

With increased travel  due to the progress 
in vaccinations, hotel occupancy has been 
generally trending upwards. The average 3-
month hotel vacancy rate during October 
was 62.6%, up from 48.5% in the same 
period one year ago.  The hotel industry’s 
revenue metrics― average daily rate (ADR)  
and revenue per available room (RevPAR) ―  
also improved in the past three months 
ended October compared to one year ago. 
RevPAR rose to $85, or double the 
$49/room rate one year ago while the ADR 
rose to $135 from $100 one year ago.  Sales 
over a 12-month period have also picked up, 
increasing to $33 billion as of October, up a 
low of $10 billion in February 2021.  Cap 
rates have remained relatively stable  at 
8.7%.

The highest occupancy rates are in 
Portland  (Maine), Southern Louisiana, 
Gatlinburg, and Central California.  

ADR is the total revenue/number of rooms. 
RevPAR is ADR x occupancy rate. 
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