
Vacancy Tightens Even as Impact 
of Federal Downsizing Begins to Appear
CBD seeks equilibrium as city vacancy compresses. Though exposed to federal downsizing, Balti-
more fared better than Washington, D.C., in 2025. Moving forward, while net job losses will likely be 
avoided, modest local employment growth may impact apartment demand. Submarkets surround-
ing the core are well positioned to tackle potential headwinds, as vacancies here fell by more than 
100 basis points last year. Outlying suburban communities like Columbia and Towson are also in 
a favorable spot, as they entered 2026 with the lowest vacancy metrics. In the city center, vacancy 
was essentially unchanged last year, even though local inventory increased roughly 4 percent. Still, 
Class C vacancy has been elevated here since 2024, at around 9 percent to start the year, compared 
to a Class A measure closer to 4 percent. Amid economic volatility, demand for lower-cost down-
town rentals may improve in the near term, aiding the submarket’s overall vacancy rate.

Suburban development brings potential and risk. Uncertainty surrounding government em-
ployment and tariffs may have weighed on sales last year. The metro’s relative endurance to these 
challenges and exposure to European markets, rather than Chinese imports, may encourage deal 
flow going forward. In recent quarters, private buyers were most active in Baltimore. Substantial 
drops to vacancy north and west of downtown may attract more sales activity in the $1 million to 
$10 million price tranche this year. Outside the core, investors may make smaller opportunity plays 
in one of the metro’s least vacant submarkets, Columbia-Laurel. Here, a sizable redevelopment 
proposal near Interstate 95 — Gateway Plaza — could aid future apartment leasing as office and re-
tail tenants move in. Concurrently, Howard County has unveiled new tax credits in two enterprise 
zones around the site that could spur job creation and housing needs.

* Estimate;  ** Forecast 

Sources: CoStar Group, Inc.; Real Capital Analytics; RealPage, Inc.

Employment:   Baltimore’s employment base expands by 3,000 positions, 
recovering by year-end from losses that began in 2025. This growth rate falls 
between Philadelphia and Washington, D.C.

Construction:   Contrasting the broader national dynamic, the market’s deliv-
ery slate adjusts modestly in 2026, translating to a second straight year of 0.6 
percent inventory growth.

Vacancy:   Metro vacancy declines for a third straight year, reaching its lowest 
level since 2021. At 4.1 percent, the year-end rate is also 90 basis points 
below the trailing decade mean.

Rent:   Baltimore’s average effective rent rises to $1,813 per month in 2026. 
As a year-over-year percentage change, this ranks Baltimore fourth highest 
among 13 major East Coast metros.

INVESTMENT: Sales activity in Towson and Hunt Valley has been sporadic year-to-year 
since 2021. Still, an absence of deliveries and a vacancy rate in the upper-3 
percent range may warrant investor interest in 2026.
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Baltimore Office:

Charles Gallagher
Senior Director, Market Leader

One West Pennsylvania Ave, Suite 850

Towson, MD 21204
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Metro-level employment, vacancy and effective rents are year-end figures and are based on the most up-to-date information available as of December 2024. Effective rent is equal to asking rent less concessions. Average prices and cap rates are a function of 
the age, class and geographic area of the properties trading and therefore may not be representative of the market as a whole. Sales data includes transactions valued at $1,000,000 and greater unless otherwise noted. Forecasts for employment and apartment 
data are made during the fourth quarter and represent estimates of future performance. No representation, warranty or guarantee, express or implied, may be made as to the accuracy or reliability of the information contained herein. This is not intended to be 
a forecast of future events and this is not a guarantee regarding a future event. This is not intended to provide specific investment advice and should not be considered as investment advice.
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