
U.S. CRE State of the Market
2023 Q4

Rhea Stephen, Senior Director Market Analytics
rstephen@costar.com

312.283.0196

mailto:rstephen@costar.com


Chicago’s Union Strength May Play Weaknesses of Other Markets

Source: The Maritime Executive, November 2023

https://maritime-executive.com/article/ila-leadership-warns-us-east-coast-dockworkers-to-prepare-for-2024-strike


Source: Jonas Fisher, Senior VP & Director of Macroeconomic Research, Federal Research Bank of 
Chicago. December 2023



Multifamily



Multifamily
Demand Markers



Net Absorption: National Trend, A-B Cannibalizing C, the 
“Inelastic Demand” Class
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Multifamily Fundamentals: Base Case Forecast

Forecast
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Net Absorption As Share of Inventory
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Rent



Chicago & OC Are Only Major Markets Where Rent Growth 
Surpassed Under Construction
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11 Midwest Markets Beat National Rent Growth Average

Source: CoStar, January 2024
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Rent Growth, by Market
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Under Construction, by Star Rating: National Trend, 3-Star 
Increasing Share of Recent Completions
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Rent Growth: Chicago vs. U.S. Average, Two Years in a Row 
Beating National Average
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Chicago’s Rent Growth By Star Rating

Source: CoStar End of 23Q4
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Retail
Tight supply, more openings than closings, and smart research (spending 
trends and where people live) delivers Chicago’s strong retail demand 
fundamentals



Retail Space Market Takeaways

► Chicago isn’t seeing any meaningful retail construction/completion growth by 
submarket or sector type. 

► Chicago’s projected population losses and anemic GDP growth stunt 
retail/multifamily demand from those investors/occupiers that track that kind of 
thing. 

► Balance sheets of many American consumers are deteriorating leaving little margin for 
error should constricting credit environment bleed into the labor market. 

► Total retail square footage available for lease is at its lowest levels on record resulting in 
a shortage of desirable space in the right locations. Tightening availability is driven by 
both demand and supply.

► As such, a lack of available space, minimal supply-side pressure, and recent sales gains 
puts the retail market in an advantageous position to withstand a minor pullback in 
consumption. 

► Demand formation and rent growth are forecast to stall over the next year in response 
to a forecasted recession and resulting pullback in consumption. 



Retail
Underpinnings



Consumption by Major Category YOY November 2023



Retail Trade by Category YOY December 2023



Retail Sales Efficiency Remains Well Above Trend

Source: Census Bureau, CoStar
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Retailers Announcing Largest Openings and Closings
Winners: Discount, Auto-Related; Losers: Rx, Clothing, Novelty

Source: Daily on Retail, November 2023
Note: Based upon openings and closing plans announced in 2023 regardless of store opening date 
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Retail
Demand Fundamentals 



National Retail Supply and Demand Kept in Check



Chicago Retailers *Moving-In/Out Between 2023 Q4 – 2035 Q4
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Vast Majority of Chicago Space Absorbed into Two Retail Sectors
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Net Absorption As Share of Inventory
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Rent Growth, by Market
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Industrial



Included:

• All Sizes

• Owner & Non-Owner Occupied

• Industrial and Flex Property Type

—Warehouse & Distribution = 
Logistics

—Specialized = Cold Storage, Data 
Centers, Manufacturing Sites

• Existing / Under Renovation

• Proposed

• Under Construction

Market Report Analytic Filters & Chicago Metropolitan Statistical Area (MSA)



Industrial Key Takeaways

❖The logistics industry represent 25% of Chicago’s 
jobs. It’s from here that the Midwest gets its strength. 

❖Crises in coastal ports led to more re-shoring which 
helps midwestern markets.

❖Build-To-Suit (BTS) is a real concern for many 
markets and submarkets. 



Industrial
Supply



Top Net Deliveries
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Most Space Under Construction
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Industrial
Demand Fundamentals



U.S. Industrial Fundamentals
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Midwest Markets Get Industrial Vacancies Below US Average
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New Industrial Completions At Times Lead To More Move-Ins
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Net Absorption
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Industrial
Rent Growth



Rent Growth, by Market
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Office
The Negative Sum Game



• Chicago is a leader for distress 
in the office market. 

• The Great Basis Reset will 
create new balance with 
diverse choices.

• Flight to Quality trends should 
pass.

• This is all good. We will just 
invent ourselves faster. 

“When a city heart 
stagnates or 
disintegrates, a city as a 
social neighborhood of 
the whole begins to 
suffer.”
— Jacobs, Jane (1961). 
The Death and Life of 
Great American Cities. 

Chicago Shall Emerge Triumphant After the Great Fire (Sale) of 
the Mid-2020s



Chicago Office Job Records Negative Growth Most of 2023,  
Doesn’t Help Market’s Absorption Downward Spiral

Source: U.S. Bureau of Labor Statistics and CoStar, January 2024
Note: Gray area denotes a recession 



Office Fundamentals: 
Absorption, Vacancy & Availability



Net Absorption, by Subtype. Even Trophy Lags.
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National Office Supply and Demand: Struggles Continue



4 & 5 Star Completions Compound on  Absorption Troubles
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Net Absorption As Share of Inventory
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Chicago Office Renovations Do Little To Stem Vacancy Tide
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Leasing Activity Skews Toward Lower-Rated Buildings

Source: CoStar, January 2024
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Leases Shrink Most at Highest-Rated Buildings

Source: CoStar, January 2024
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Only First-Generation Buildings Maintain Demand

Source: CoStar, January 2024
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Capital 
Office Vs. Others



Annual Commercial Real Estate Sales Volume
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Change Quarterly Sales Volume From Peak, by Deal Size
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Chicago’s Office Sales Losing its Luster Since 2015
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Chicago Office Sales Off Its Fourth Quarter Game—Worst Standing in 
27 Years
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Office Auctions Pick Up Steam in 2022 and 2023
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Adjuted Office Sales Volume, Top 15
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Market Cap Rate by Property Type
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Rent growth by property type
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CoStar Articles and Supplemental Sources
Retail
Chicago’s Employment Growth Leans Into Retail
Chicago’s Recreational and Experiential Industries Record Three Years of Consecutive Consumer Spending Growth
Chicago’s Retail Lease Signings Mostly Correlate With Consumer Spending Trends
Chicago Retail Hooks Its Wagon to Controlled Development and Residential Financing
While Downtown Chicago Retail Sputters, Urban and Suburban Markets Are on the Right Track
The Daily on Retail (published daily at 11:30 am)

Industrial
Belt Junction is a notorious bottleneck. Fixing it could increase rail capacity, but benefits to South Side residents could 
be mixed. (Chicago Tribune)
Here’s Where To Find the Nation’s Lowest Industrial Vacancy and Availability Rates
Availability Rate of Chicago's Huge Industrial Spaces Is Greater Than 10-Year Average
Chicago Industrial Vacancy Rate Below US Average for First Time in Decades
ILA Leadership Warns US East Coast Dockworkers to Prepare for 2024 Strike The Maritime Executive
Owner-Occupied Sales Volume for Industrial Spaces Boosts Its Share of All Industrial Sales in Chicago
Distribution, Not Manufacturing, Is Driving Industrial Demand in Chicago
Chicago's Manufacturing Sector Faces Shrinking Demand, Job Cuts
Sale-Leasebacks Make Up Larger Percentage of Chicago Industrial Deals As Sales Plummet
Anemic Leasing and Capital Markets Slow Chicago's Industrial Market, but Shouldn't Break It
Chicago Industrial Market's Prowess Hinges on Its Legacies, Not Retail Demand
 “Recommendation: Maintain the region's status as North America's freight hub,” CMAP’s On To 2050, 2018. 

Multifamily
Livability Drives Rent Growth for Chicago's Student Housing Market
Chicago’s Multifamily Market Deceleration Causes Rental Demand To Remain High
Here's Where To Find the Nation's Strongest and Weakest Apartment Rent Growth
Multifamily Demand in Chicago Holds Despite Dipping Household Numbers, Swelling Construction

Chicago’s Apartment Rent Growth Surpasses National Average for the First Time in Over a Decade
Over $1.2 Billion in Office-to-Residential Conversions Proposed for Chicago’s LaSalle Street Corridor
At $600 Million, Apartment Portfolio Sale Is One of Chicago’s Biggest in Years
Large Chicago-Area Mall Hops on National Trend, Replaces Bloomingdale’s With Apartments
Multifamily Conversions Could Be a Lifeline for Chicago's Ailing Hotels
Chicago's Apartment Demand Fundamentals Offer Upside, Stability to Investors
Despite Population Loss in Illinois, Demand for Chicago's Apartments Remains High
Against the Odds, Studio Apartments Survive COVID

Tips: 
— To see Chicago’s Top Leases and Sales by Quarter, All Asset Types 
Search: Top News> Market = Chicago, Topic = Power Brokers
— To see a CoStar author’s full catalog, click on his (like Ryan Ori) or her 
(like Rhea Stephen) name in blue.

https://product.costar.com/home/news/134407245
https://product.costar.com/home/news/2028566633
https://product.costar.com/home/news/702209654
https://product.costar.com/home/news/1088132135
https://product.costar.com/home/news/581241230
https://thedailyonretail.com/
https://www.chicagotribune.com/2024/02/04/chicago-belt-junction-rail-traffic/
https://www.costar.com/article/244050367/heres-where-to-find-the-nations-lowest-industrial-vacancy-and-availability-rates
https://www.costar.com/article/1739170588/availability-rate-of-chicagos-huge-industrial-spaces-is-greater-than-10-year-average
https://product.costar.com/home/news/1979807223
https://maritime-executive.com/article/ila-leadership-warns-us-east-coast-dockworkers-to-prepare-for-2024-strike
https://product.costar.com/home/news/1438652312
https://product.costar.com/home/news/1239605135
https://product.costar.com/home/news/1855393189
https://www.costar.com/article/315765567/sale-leasebacks-make-up-larger-percentage-of-chicago-industrial-deals-as-sales-plummet
https://product.costar.com/home/news/1977097313
https://product.costar.com/home/news/667433470
https://www.cmap.illinois.gov/2050/mobility/freight#:~:text=By%20almost%20any%20measure%2C%20metropolitan,between%20western%20and%20eastern%20railroads.
https://www.costar.com/article/255077176/livability-drives-rent-growth-for-chicagos-student-housing-market
https://product.costar.com/home/news/230852617
https://product.costar.com/home/news/2106659681
https://product.costar.com/home/news/2083393665
https://www.costar.com/article/1333661759/chicagos-apartment-rent-growth-surpasses-national-average-for-the-first-time-in-over-a-decade
https://product.costar.com/home/news/666325850
https://product.costar.com/home/news/1245593705
https://product.costar.com/home/news/270476021
https://product.costar.com/home/news/1008673836
https://product.costar.com/home/news/1109962053
https://product.costar.com/home/news/1405246094
https://product.costar.com/home/news/1262091199
https://product.costar.com/home/news/author/3461ee8b1a716e9e54de5597207872c5
https://product.costar.com/home/news/author/e418879c0c401df47a1bb09ac765baf3


CoStar Articles and Supplemental Sources

Office
Three Signs 'Flight to Quality' May Not Be the Best Way To Describe the Office Market
Chicago’s Office Tenants Mostly Prefer Younger Properties, Regardless of Renovation
Chicago’s New Office Deals From First Three Quarters Beat Quantity Set in 2019
Chicago’s 2023 Office Sales Volume Wanes; Distressed Deals Rule the Year
Chicago-Area Job Growth Stems From Non-Office Job Sectors
Chicago-Area Healthcare Property Deal Shows Strength of Single-Tenant Buildings
Despite Appeal for Risk-Averse Investors, Medical Offices Also Come With Caveats
Chicago’s Office Sales Reflect Market’s Paradigm Shift
Chicago Investors Often Choose Medical Office Ventures Before, During Recessions
Chicago’s Overall Office Vacancy Rate Buttressed by Its Owner-Users
Chicago’s Office Job and Space Use Trends Slope Downward
Chicago, US Direct Office Demand Benefited by Trophy-Grade Move-Ins
Major US Office Markets React To Very Different Demand Dynamics
Many Chicago Downtown Office Landlords See Sublease Spaces As Their Concern
Chicago’s Office Historical Vacancy Average Climbs to New Heights
Top Office Leases Recognized for Chicago

Office Occupancy Trends
Chicago's Employment and GDP Rise Despite Dive in Office Use
Flex Index (flex.scoopforwork.com )

The Google Effect
• Chicago's Central Loop, Detroit's Corktown Hope Google Helps Them Attain Fulton Market's Office Vibe
• Google Makes $156 Million Loan on Chicago’s Thompson Center, Which It Plans To Buy After 

Redevelopment

Opportunities
• As More Employees Return to the Office, Companies Increase Lease Size Across Chicago
• Half of Chicago small businesses expect to move offices in the next 5 years, survey finds (Crain’s Chicago)
• Chicago Not Seeing a Ripple Effect From West Coast Tech Layoffs
• Diverse New Tenant Mix in Chicago Bolsters a Market in Recovery
• Tides Still Turning in Favor of Chicago’s Suburban Office Markets
• Lack of Industry Diversity in Chicago's Central Loop Both Blessing and Curse for Office Market
• Redevelopment a Cure for the Chicago Office Market's COVID, Supply-Demand Woes

Why Chicago?
LaSalle Street Reimagined (City of Chicago)
Crain’s Forum on Climate Migrants or “Climigrants.” (Crain’s Chicago Business 
series)
World Business Chicago, the City’s public private economic development agency
Local Economic Snapshot: Chicago-Naperville-Elgin MSA (Federal Reserve Bank of 
Chicago)
CHICAGO LOOP RESIDENTIAL STUDY REVEALS GROWTH THROUGHOUT 
PANDEMIC (Chicago Loop Alliance)
Chicago won Site Selection Magazine’s highest ranking (10th time in a row)
Condé Nast Traveler ranks Chicago #1 Best City in the US for sixth straight year
Chicago ranks as the ninth greenest city in the US, according to insurance company 
Battleface

https://product.costar.com/home/news/1683940634
https://www.costar.com/article/2000758288/chicagos-office-tenants-mostly-prefer-younger-properties-regardless-of-renovation
https://www.costar.com/article/1176523713/chicagos-new-office-deals-from-first-three-quarters-beat-quantity-set-in-2019
https://www.costar.com/article/2083003468/chicagos-2023-office-sales-volume-wanes-distressed-deals-rule-the-year
https://www.costar.com/article/256493883/chicago-area-job-growth-stems-from-non-office-job-sectors
https://product.costar.com/home/news/1801281738
https://product.costar.com/home/news/329498387
https://product.costar.com/home/news/1709731648
https://product.costar.com/home/news/1206018165
https://product.costar.com/home/news/608534509
https://product.costar.com/home/news/2059519061
https://product.costar.com/home/news/1240329374
https://product.costar.com/home/news/1213308276
https://product.costar.com/home/news/769926498
https://www.costar.com/article/832919672/chicagos-office-historical-vacancy-average-climbs-to-new-heights
https://product.costar.com/home/news/719325225
https://product.costar.com/home/news/2074982751
https://www.flex.scoopforwork.com/
https://product.costar.com/home/news/1142423427
https://product.costar.com/home/news/675533108
https://product.costar.com/home/news/675533108
https://product.costar.com/home/news/437392363
https://www.chicagobusiness.com/commercial-real-estate/chicago-office-real-estate-outlook-expectations-2023
https://product.costar.com/home/news/830363577
https://product.costar.com/home/news/2085117978
https://product.costar.com/home/news/743472575
https://product.costar.com/home/news/1330373441
https://product.costar.com/home/news/55830254
https://www.chicago.gov/city/en/sites/lasalle-street/home.html
https://www.chicagobusiness.com/climate-migrants
https://www.chicagobusiness.com/climate-migrants
https://wbc1.wpengine.com/chicago-business-bulletin/
https://www.chicagofed.org/snapshot#/illinois-chicago-naperville-elgin
https://www.chicagofed.org/snapshot#/illinois-chicago-naperville-elgin
https://loopchicago.com/in-the-loop/chicago-loop-residential-study-reveals-growth-throughout-pandemic/
https://siteselection.com/issues/2023/mar/places-you-can-trust.cfm
https://www.cntraveler.com/gallery/best-cities-us
https://www.battleface.com/en-us/the-50-greenest-cities-in-the-us/


These materials contain financial and other information from a variety of public and proprietary sources.  CoStar Group, Inc. and its affiliates (collectively, “CoStar”) have assumed and 
relied upon, without independent verification, the accuracy and completeness of such third party information in preparing these materials. The modeling, calculations, forecasts, 
projections, evaluations, analyses, simulations, or other forward-looking information prepared by CoStar  and presented herein (the “Materials”) are based on various assumptions 
concerning future events and circumstances, which are speculative, uncertain and subject to change without notice. 
  
CoStar does not represent, warrant or guaranty the accuracy or completeness of the information provided herein and shall not be held responsible for any errors in such information.  Any 
user of the information provided herein accepts the information “AS IS” without any warranties whatsoever. To the maximum extent permitted by law, CoStar disclaims any and all liability 
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