
Rental Demand Proves Steadfast, but Metro Faces 
Heightened Exposure to Broader Headwinds
Emerging and longstanding tailwinds limit the impact of near-term hurdles. After two years 
of moderate vacancy compression, Los Angeles’ rental market will face several challenges in 2026 
that could alter the trajectory of local demand. Home to the nation’s fourth-largest immigrant 
population — more than 4 million people as of 2023 — the market will continue to be acutely affect-
ed by stricter immigration policies, which reduced the number of individuals arriving to the U.S. 
legally last year. The ongoing decline in local film- and entertainment-related jobs may also affect 
the metro’s renter pool. Over the past three years, the number of Los Angelenos employed in the 
motion picture industry has declined by at least 40,000. Fortunately, the market will face limited 
supply pressure in 2026, as approximately 6,200 units are slated for delivery — the lowest total 
since 2015. This, along with the metro’s longstanding barriers to homeownership, will counter the 
headwinds affecting the renter pool, keeping the metro in a low-vacancy state over the near term.

Private investor interest apparent. Los Angeles tallied the most transactions among major 
markets last year, with sub-$5 million sales accounting for nearly 90 percent of deal flow. Home 
to below-average rent and Class C vacancy in the 3 percent to 4 percent range, Greater Ingle-
wood, Long Beach, and other parts of South Bay should continue to attract upside-seeking buyers 
targeting assets that command similar capital infusions. Exhibiting comparable fundamentals, the 
San Gabriel and San Fernando valleys will represent additional centers of Class C trading in 2026, 
with investors often acquiring assets via 1031 exchange. In Los Angeles proper, investor demand 
for these assets will be impacted by recent changes to the city’s rent stabilization ordinance, which 
now caps rent increases for apartments built before 1978 at 4 percent or 90 percent of CPI.

* Estimate;  ** Forecast 

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

Employment:   Aided by healthcare hiring, Los Angeles registers a second 
straight year of modest job creation that translates to the addition of 6,000 
positions.

Construction:   For the fifth consecutive year, local apartment inventory 
expands by less than 1 percent. Deliveries in Los Angeles proper account for 
nearly half the units added metrowide.

Vacancy:   Supply and demand remain aligned despite the metro’s exposure 
to several significant headwinds. As such, vacancy dips slightly to 4.3 percent 
— on par with the market’s long-term average.

Rent:   Four-year-low vacancy, fueled partially by encouraging renewal ac-
tivity, supports moderate rent growth in 2026. The metro’s average effective 
rate ends this year at $2,950 per month.

INVESTMENT: After last year’s devastating Palisades and Eaton fires, local apartment 
insurance rates are likely to continue rising, which investors will factor into 
their acquisition criteria and offers. 
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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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