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Figure 1: Total Market Absorption and Deliveries

Figure 2: Total Market Vacancy and Asking Rates
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MULTIFAMILY

Charleston multifamily development to slow as 
new product stabilizes
CURRENT CONDITIONS
Multifamily has been the most attractive commercial real 
estate sector in Charleston, particularly on the Peninsula 
where a large student population and a high concentration 
of wealth have supported aggressive expansion in the area. 
Vacancy is now elevated, but this should be short-term as 
the strong growth rate of the market also helps increase 
absorption. 

CONSTRUCTION ACTIVITY
Rapid development, outpacing the rate of absorption, 
has prompted a significant rise in vacancy. The success 
of multifamily over the last few years has augmented the 
development prospects on the Peninsula. Due to high 
rates of return, the success of multifamily has prevented 
the development of other types of uses. A slowing of 
multifamily activity may help foster growth in the office and 
hospitality sectors.

INVESTMENT ACTIVITY
With an uptick in development in recent years, investment 
trends have followed suit as developers have put stabilized 
assets on the market for sale. Local cap rates in the sector 
are typically 10 to 15 basis points higher than the national 
average, although assets on the Peninsula are typically 
significantly lower as owners look to capitalize on expected 
rent increases.

OUTLOOK
Although the pricing of multifamily product is among the 
highest in the region, particularly on the Peninsula, the rapid 
demographic growth of the marketplace, coupled with the 
large student population should help to sustain not just the 
absorption of new product, but rental rate increases as well.

• Rising asking rates are unlikely to fall due to 
expected demand increases and a large captive 
student population.

• Additional development on the west side of the 
Peninsula could open new avenues for growth, 
which may limit the upside of existing product.
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