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Multifamily Absorption Report

The Absorption Report now includes projected net absorption in most
markets. The projection uses the multifamily occupancy and supply
forecast trends to move the historical absorption data forward.

Executive Summary

The historical portion of the Absorption Report uses one set of prop-
erties and assumptions that are intended to cover all multifamily
properties Yardi Matrix covers. The Occupancy and Supply forecasts
use a different property set and assumptions that can cause a mis-
match in trend when going from the historical dates to projected.

The new Absorption Report projection resolves these issues by apply-
ing the growth rates from the Occupancy and Supply forecasts, along
with additional adjustments to the historical absorption data. The
larger methodology is detailed in the following sections.

Basic Design of Absorption Report

The Absorption Report calculates Net Absorption as the difference
between total Occupied Units in one period compared to the prior pe-
riod. Occupied Units are first calculated on a property level as [Occu-
pancy Rate] x [Total Number of Units], which can then be aggregated
up to market or national numbers.

The periods for absorption are not weighted averages. A quarter's
Occupied Units are from March, June, September or December for
each of the subsequent quarters. Likewise, the annual Occupied Units
is set for December of each year. Reported absorption reflects point-
in-time changes rather than average occupancy across the quarter.

All published multifamily properties covered by Yardi Matrix qualify

forinclusion in the Absorption Report, aslong as a property has a sta-
tus of "completed.” Market Rate properties, those with less than 40%
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of the total units reserved for affordable housing,
are in the monthly occupancy survey and comprise
the bulk of the data.

Student Housing properties are surveyed sepa-
rately and attempt to capture the lease-up of com-
mitments for the next school year, not the physical
occupancy month-to-month. For the purposes of
the Absorption Report, the collected occupancy at
the beginning of the school year is considered the
"physical occupancy” that carries through until the
start of the next school year. The Occupied Units is
then calculated from this yearly anchor value.

There are cases where a Student Housing prop-
erty's physical occupancy collection is lagged and
is limited to dates since 2019, when Yardi Matrix
started collection. In these cases, excluding these
properties completely would reduce the covered
units, which in turn would reduce the net absorp-
tion rate. To correct this gap, we substitute the
Market Rate occupancy rate when a Student
Housing property doesn't have a physical occu-
pancy value recorded.

Affordable Housing is largely filtered out of the
Occupancy surveys, so the occupancy rate is de-
rived from internal estimates on a market level.

Differences Between
Absorption Report and Forecasts

The assumptions in the Absorption Report histo-
ry can differ significantly from both the Occupan-
cy and Supply forecasts. The Absorption Report's
history attempts to represent the entirety of the
multifamily universe that Yardi Matrix covers, in-
cluding the subtypes of Student Housing and Af-
fordable Housing.

The Occupancy forecast only covers Market Rate
properties that are considered stabilized, which is

when a property either is 18 months past its com-
pletion date or has reached 90% occupancy at
least once.

The difference in property sets and how they per-
form can cause a 300 to 400 basis point (bp) in-
crease when comparing properties with stabilized
occupancy to the total estimated market. Solely
using the Occupancy forecast to multiply against
the total number of units can then cause unusual
increases in Occupied Units and Net Absorption as
the data moves from the history into the forecast.

The Supply forecast does cover all subtypes, but
it is currently calculated for the annual value, so it
presents a challenge when connected to the his-
torical data. As the historical data approaches the
end of the year, properties that are forecast to be
completed but haven't yet been reflected into the
database begin to accumulate at the end of the
year into the first quarter of the next, which can
cause a large increase in forecast Total Units from
the historical units in the Absorption Report.

Both historical-to-projection data connection is-
sues can cause large swings in the Net Absorption
as the historical data goes from one level on Occu-
pancy Rate and Total Units to something immedi-
ately higher in the forecasts.

Projection Methodology

As discussed above, Net Absorption needs the
Occupancy Rate and Total Units to calculate Oc-
cupied Units. Directly taking the Occupancy Rate
and Total Units from the forecast causes issues
from having different assumptions and levels.

Instead, the Absorption Projection needs to use
the forecast Occupancy Rate and Total Units to
guide the historical data at its scale using the
growth rates for each forecast. This growth rate
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uses the history from the Occupancy and Supply The projected Occupied Units can then be calcu-

forecasts to maintain the correct scale, before it's lated from [Adjusted Occupancy Rate] x [Adjust-
used to make estimated versions on the Absorp- ed Total Units], and that can be used to calculate
tion Report scale. a Net Absorption.

A quarter-over-quarter growth rate is calculated —Tara Jeffcoat, Matrix Client & Product Support

for Occupancy Rate and Total Units, and used to
move forward the Absorption Report's history to
create [Adjusted Occupancy Rate] and [Adjusted
Total Units] per quarter.

Disclaimer

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in this publication,
the information is provided "AS IS" and Yardi Matrix does not guarantee, warrant, represent or undertake that the information
provided is correct, accurate, current or complete. Yardi Matrix is not liable for any loss, claim, or demand arising directly or
indirectly from any use or reliance upon the information contained herein.

Copyright Notice

This document, publication and/or presentation (collectively, "document”) is protected by copyright, trademark and other intellectual
property laws. Use of this document is subject to the terms and conditions of Yardi Systems, LLC. dba Yardi Matrix's Terms of Use
(http://www.yardimatrix.com/Terms) or other agreement including, but not limited to, restrictions on its use, copying, disclosure,
distribution and decompilation. No part of this document may be disclosed or reproduced in any form by any means without the prior
written authorization of Yardi Systems, Inc. This document may contain proprietary information about software and service process-
es, algorithms, and data models which is confidential and constitutes trade secrets. This document is intended for utilization solely in
connection with Yardi Matrix publications and for no other purpose.
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