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After an encouraging but mixed second quarter for Pennsylvania multifamily, the third
quarter presented similarly muddled performance results. Of the various metrics usually
referenced to evaluate industry performance, new supply featured most prominently in the
quarter. However, there was plenty more to unpack from the quarter.
All numbers will refer to conventional properties of at least fifty units.

New Supply and Net Absorption

More than 5,300 new units were delivered across the state in the third quarter, up from
roughly 4,600 new units in the second quarter. This level of new supply was well beyond the
norm for this time of year. No other third quarter in the last five years saw more than 2,000
new units delivered. 

The vast majority of the new supply was delivered in the Philadelphia metro area. More
than 3,500 new units there made the area the only metro in the state to see even 1,000 new
units in the period. The total there more than doubled last year’s deliveries in the same
portion of the year. The Harrisburg – Carlisle metro saw nearly 800 new units introduced for
second most in the state. 

While new supply was considerably higher than usual, net absorption in the period
underperformed relative to the same quarter of 2023. Net absorption of approximately
1,800 units fell short of last year’s roughly 2,400 net absorbed units in the third quarter. Even
so, apartment demand in the third quarter of this year did manage to outperform the
second quarter.  

Encouragingly, net absorption specifically for stabilized properties showed improvement.
After suffering a net loss of leased units in the third quarter of both 2022 and 2023,
stabilized properties managed a net gain of almost 300 leased units in the period this year.
That level of demand slightly bettered the total from the second quarter as well. 
As would be expected for a quarter in which new supply surpassed net absorption by a
considerable margin, average occupancy gave up notable ground. A 100-basis point
decline in the period brought the statewide average to 89%. However, for those properties
that entered 2024 already stabilized, the average closed September at a more robust
95%.  



Average Effective Rent and Lease Concessions

Rent growth continued to truck along at a decent clip in the period, especially relative to
the nation. Whereas the national average effective rent for new leases rose by barely 0.5%
in the quarter, Pennsylvania achieved a 1.3% gain.  That growth was slightly down from a
1.6% increase in the second quarter but was comfortably above a 0.8% gain from the third
quarter of 2023.
 
The middle two price classes led the way in rent growth. For Class B properties, a 1.4% gain
was a marked improvement from the 0.1% increase in the same portion of 2023. For Class
C properties, a 1.1% gain topped last year’s 0.9% appreciation. For Class A properties, an
average effective rent gain of 0.8% was lower than last year’s 1.3% jump. Class D average
effective rent remained unchanged in the period.

Unsurprisingly, rent growth was strongest in the smaller portions of the state where
average occupancy remained high thanks to a lack of new supply pressure. In the
Scranton, Altoona, and Meadville metro areas, average effective rent for new leases rose
by more than 3.5% in just the third quarter. 

Along with above-average rent growth, lease concession availability across the state
remained substantially lower than was the case nationally. Only about 9% of conventional
properties in Pennsylvania ended September offering a discount for new leases
compared to 20% of properties nationally. Nevertheless, availability ended the quarter
higher than in any recent year for this time of year after narrowly exceeding the 2020
value.  

A major difference on the lease concession front between the state and other parts of the
country was the low availability of discounts in the workforce housing segments. In many
other areas, concession availability was nearly as high in the Class C and Class D
segments as at the top of the market. For Pennsylvania, Class C (7%) and Class D (4%)
availability was well below the 19% of Class A properties offering a discount.
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Takeaways

The third quarter was not without its challenges but was broadly positive for Pennsylvania
multifamily. Net absorption slightly underperformed the same period last year, but not by
a wide margin. The quarter also improved on apartment demand from the second
quarter. 

In addition to a mostly positive picture on the demand front, rent growth maintained its
momentum and continued well beyond the national rate. While growth was most robust
in the smaller areas, the major markets in the state were well ahead of the national rate
as well. 

Lastly, average occupancy for stabilized properties continued to hold up well. Net
absorption for that subset of properties was positive in the quarter, and average
occupancy closed more than 100 basis points above the national average. 

The headwind continues to be new supply. A relative deluge of new units has pounded
overall average occupancy. Even so, this is almost entirely a dynamic unique to the
Philadelphia market. For many states across the Sunbelt and Mountain West, the
Philadelphia situation is a reality in markets across those states. With the traditionally
softer fourth and first quarters ahead, new supply will likely continue to present a
challenge in Philadelphia in the coming months. 

Methodological Notes
·      All multifamily data refers to conventional properties of at least 50 units unless
otherwise specified.
·      For MSAs that cross state lines, only properties physically located in Pennsylvania were
included in the statistics.
·      All multifamily data sourced from ALN Apartment Data
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Thank you to our Partner


