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Will the fear of COVID-19 push rent-
ers out of dense, expensive down-
towns and into the suburbs? 

The potential migration of urban 
renters to suburban markets has 
been a major discussion topic in re-
cent months as the nation contin-
ues to grapple with the far-reach-
ing impact of the pandemic and its 
eff ects on the multifamily industry. 

Many factors are at play here, and 
while no one can be certain exact-
ly how the pandemic will impact 
real estate, some signs suggest the 
much-discussed urban-to-subur-
ban migration trend is overstated.

A widespread, global pandem-
ic is certainly a phenomenon that 
few alive have ever experienced. 
COVID-19 brought an economic re-
cession seemingly overnight, led by 
government ordered shutdowns of 
certain types of businesses where 
people congregate and social dis-
tancing practices that continue to 
discourage certain types of eco-
nomic activity. But while the speed 
and magnitude of the economic 
decline is unprecedented, apart-
ment performance indicators sug-
gest that renters are behaving as 
they have in past recessions, which 
provides some signposts going for-
ward. 

Many urban markets are indeed 

struggling, but there is very little 
to suggest that renters are fl eeing 
downtown apartments out of fear 
of contracting the virus. The rea-
sons that the urban core markets 
are struggling are more related to 
economic circumstances and rent-
er demographics. Erosion in urban 
core performance has been most 
pronounced in – and, one could 

argue, limited to – expensive gate-
way markets such as New York, San 
Francisco, and Los Angeles. The 
downtown areas in these gateway 
markets have the priciest rents in 

the nation, a signifi cant portion of 
which is paid by young renters who 
bring in a roommate or two to make 
ends meet. Adding roommates to 
cover the cost of housing leaves 
the household vulnerable should 
one occupant lose employment. 
And with double-digit unemploy-
ment in these markets, and job loss 
concentrated in segments of the 
labor market with high numbers of 
young workers, many renter house-
holds have likely been impacted by 
job loss. Unemployment benefi ts 
alone aren’t enough to cover some 
of the country’s highest rents.

These dynamics have led to sig-
nifi cant household destruction in 
gateway downtowns, but there is 
no indication that large numbers 
of these renters are opting for less 
expensive rents in the neighbor-
ing suburbs. While net move-outs 
have occurred in these gateway 
market downtown areas, there has 
not been a subsequent increase in 

apartment demand in neighbor-
ing suburbs. In fact, these subur-
ban areas have struggled through 
the pandemic too, just not to the 
same extent. Apartment occupan-
cy in both areas has declined since 
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mid-March, and operators in both 
areas have resorted to rent cuts in 
hopes of stimulating demand. The 
declines in the urban core areas are 
just more severe. 

So if urban core renters are not 
moving to the suburbs, where are 
they going? When household de-
struction has occurred in past re-
cessions, many young renters have 
moved back in with Mom and Dad. 
Other renters displaced by job loss 
could be moving out of the gate-
way metropolitan areas altogether. 
Less expensive Sun Belt markets 
have held up comparatively well 
in recent months, avoiding the se-
vere, urban core-led performance 
declines in their gateway counter-
parts. It is true that these markets 
are also less dense, and density is 
central to the argument that urban 
renters are moving due to fear of 
contracting COVID-19. But they also 
are a favorable alternative when 
the quality-of-life draws of gateway 
markets – such as restaurants, bars, 
and other entertainment options 
– are closed or operating on limit-
ed capacity. In other words, if the
downtown neighborhoods them-
selves are considered an amenity,

and those neighborhoods are es-
sentially closed for business, rent-
ers have a hard time justifying the 
high rents to be there. What’s more, 
proximity to work – historically an-
other benefi t to living near employ-

ment clusters in downtown central 
business districts – has become less 
important too, as many employers 
and employees have successful-
ly adapted to working remotely – 
sometimes from completely diff er-
ent states.

With signifi cant headwinds cre-

ated by COVID-19 and the sub-
sequent economic downturn, are 
the downtown apartment markets 
of gateway cities doomed? Real-
Page expects these areas to con-
tinue to struggle in the near term 
as COVID-19 continues to aff ect 
the multifamily market. With social 
distancing and constraints on con-
ducting business remaining in place 
to slow the spread of the virus, 
COVID-19 will still aff ect everyday 
life for some time. Even with vac-
cines in the pipeline, the Center for 
Disease Control does not expect 
widespread availability before mid-
2021. It will also take time for the 
economy to claw its way out of the 
deep hole created by the U.S. out-
break in mid-March. The majority 
of urban core households that dis-
solved due to COVID-19 likely will 
not return. However, that doesn’t 
mean urban core markets won’t 
recover. Younger millennials and 
Gen Z are almost certain to start 
arriving in the downtowns to re-
place dissolved households as the 
economy recovers, and many of the 
live-work-play options that lured 
people to these pricey downtowns 
in the fi rst place will become attrac-
tions again. 
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