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INTRODUCTION 

This commercial real estate (CRE) analysis examines the retail, multi-family housing, office, and flex 

space markets within Salem’s trade area, defined as the area within a 15-minute drive of the study area. 

Using market data from CoStar, the analysis evaluates supply, demand, vacancy, and pricing trends 

across these sectors to better understand current market conditions and potential opportunities for 

investment and development. Together, these sectors provide a broad picture of the region’s commercial 

real estate environment and its capacity to support economic activity and future redevelopment. 

Overall, the trade area’s CRE market is characterized by relatively small, older properties and limited 

recent construction. Market conditions vary by sector, but the data generally indicate stable occupancy 

levels and modest growth in rents across most property types. Retail vacancy rates appear elevated at 

the trade-area level due to one large underperforming shopping center, while most other retail properties 

remain largely occupied. The multi-family housing market shows steady demand with vacancy rates near 

levels typically considered healthy for rental markets, and the office sector demonstrates particularly 

strong occupancy despite the limited supply of space. Flex space represents a very small portion of the 

market but is currently fully occupied. 

Key insights from this analysis are summarized as follows: 

• Retail market conditions vary by property but are generally stable. Although the overall retail 

vacancy rate in the trade area is relatively high, this is largely driven by one underperforming 

shopping center in Pennsville. Excluding this property, most retail space in the trade area— 

particularly in the City of Salem—has very low vacancy and stable occupancy. 

• The multi-family housing market shows steady demand and balanced conditions. Vacancy rates 

remain near 5 percent, which is generally considered a healthy level for rental housing markets. 

Rents have increased modestly in recent years and are expected to continue rising gradually, 

reflecting stable demand for rental housing. 

• Office space is limited and largely occupied. The trade area’s office market has extremely low 

vacancy – well below regional averages – indicating strong demand for the relatively small supply 

of office space. Asking rents have gradually increased and are expected to continue rising. 

• Flex space is a small but fully utilized segment of the market. Only four flex properties exist in the 

trade area, and all are currently occupied. Asking rents for flex space have increased significantly 

over the past decade, suggesting stable demand despite the limited size of the market. 

These insights are essential for guiding investment decisions, development strategies, and policy 

formulations to align with the evolving economic landscape of the region. 
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METHODOLOGY 

Commercial real estate (CRE) refers to properties used primarily for business or income-generating 

activities, excluding owner-occupied residential properties and most community facilities such as 

hospitals and schools. CRE properties are typically leased to tenants, with lease terms varying depending 

on the type of property and market conditions. 

This analysis relies primarily on research and data from CoStar, a subscription-based commercial real 

estate data and analytics platform that provides detailed information on property markets across the 

United States. The CoStar database aggregates data from public records, broker reports, property owners, 

and CoStar’s own research team to provide information on individual properties as well as broader 

market trends. The data used in this analysis include building characteristics (such as size, age, and 

ownership), lease terms, rental rates, vacancy levels, sales transactions, and comparable properties. 

CoStar also provides market analytics – including trends in supply, demand, absorption, and pricing – 

across different property types such as office, retail, industrial, and multi-family housing. As a result, it is 

widely used by developers, investors, planners, and researchers conducting commercial real estate 

market analysis. CoStar also offers market analytics, including trends in supply, demand, absorption, and 

pricing across different property types, making it a key tool for developers, investors, planners, and 

researchers conducting commercial real estate market analysis. 

The analysis covers the same geographic area used in the Market Analysis: Salem’s trade area, defined 

as the region within a 15-minute drive of the study area. Based on findings from the Market Analysis that 

identified promising sectors for economic growth, this report examines the retail, multi-family housing, 

office, and flex commercial real estate sectors within the trade area.  

RETAIL SECTOR 

There are four main types of retail CRE 

1  spaces with distinct characteristics and rental markets: 

• Anchor retail – The main tenant in a multi-tenant retail area such as a strip mall (where a 

supermarket might be the anchor) or a mall (where a large department store could be an anchor). 

• Non-anchor retail – Other, generally smaller retail tenants within a strip mall, mall, commercial 

district, etc. 

• Community retail – generally refers to strip malls or shopping centers, with individual properties 

of 125,000 square feet (SF) to 400,000 SF. Usually have at least two anchor tenants (such as 

supermarket and/or drug store) and can also have discount and large specialty shops (such as 

apparel stores) mixed with convenience retailers, such as tailors, dry cleaners, or electronics 

stores.  

• Neighborhood retail – A smaller version of community centers, neighborhood centers typically 

have a single anchor, often a grocery store or pharmacy, along with other convenience retailers 

and local businesses. Some examples would be franchise or non-franchise restaurants, 

boutiques, hardware stores, and delis. The total space is generally less than 125,000 SF, and it 

can be significantly less. Most “main street” retail establishments fall into this category. 

There are a total of 78 rentable retail spaces in the trade area. They are primarily small (average size: 

8,650 SF) and fairly old (average year built: 1956). All of the properties are classified as B or C based on 

their quality, age, location, and amenities. None is classified as Class A – buildings that are top-quality 

properties in prime commercial areas and that have desirable amenities such as onsite parking and 

 
1  Note that CRE refers to rentable/leasable properties.  
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central air. Over half of the 78 properties are under 5,000 SF, and only six over 20,000 SF. In the City of 

Salem, the average retail property size is 6,370 SF, with the Incollingo Market Center being by far the 

largest at 45,500 SF.  

  

These 78 properties total 670,000 SF of currently rentable commercial retail space, of which about 

128,600 SF is currently vacant. The majority of that vacant space is in one 168,892-SF property in 

Pennsville that is currently only 28% leased. 

2  This context is important, as the charts below show a fairly 

high vacancy rate of 19% for the trade area overall. However, excluding the Pennsville shopping center, 

the overall vacancy rate for commercial retail space in the trade area is a very low 1%. The City of Salem 

has about 337,000 SF of rentable retail space, with only 6,500 SF vacant (2%). 

3  

Figure 1: Retail CRE Vacancy Rate in Salem’s Trade Area 

 
Source: CoStar 

 
2  709 South Broadway, which is a community shopping center anchored by Walmart and Dollar Tree.  
3  Note that only 8,507 SF of the Incollingo Market Center (45,512 SF) has tenants, but the remaining space – although 

vacant – is not included in Salem’s vacancy rate because the space is not currently offered for rent.  
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Map 1: Retail CRE in Salem’s Trade Area 

  
Source: CoStar 

Table 1: Retail Property by Size (SF) 

 
Number of 

Properties 

Less than 5,000 SF 46 

5,000 - 10,000 SF 20 

10,000 - 20,000 SF 6 

20,000 - 50,000 SF 5 

Over 50,000 SF 1 

Source: CoStar 

Table 2: Key Indicators for Retail CRE 

 Q1 2026 Q1 2031 

Vacant SF 128,628 140,408 

Vacancy rate 19.3% 21.2% 

Occupancy rate 80.7% 78.8% 

Asking rent per SF $10.85 $10.57 

Source: CoStar 

 

Q1 2026 trade area 

vacancy rate excluding the 

Pennsville shopping center 
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Occupancy for retail space had been around 95% in the trade area until the second quarter of 2024, 

when tenant loss at the Pennsville shopping center (reducing this one large property’s occupancy to 28%) 

pulled trade area occupancy down 14 percentage points to 81%. That this large property has not secured 

new tenants is a strong influence on the trade area’s relatively weak occupancy rate, but this is largely 

because of the property’s outsized proportion of total retail space and not evidence of overall weak 

fundamentals in the trade area.  

Figure 2: Vacant Space (SF) and Occupancy Rate (%) 

 
Source: CoStar 

A Salem resident might point out that there are several vacant properties in the city that total more than 

the 6,500 SF cited above. Incollingo Market Center is one such example. Only 8,507 SF of the 45,512-SF 

total has tenants, but the remaining space – although vacant – is not included in Salem’s vacancy rate 

because the space is not currently offered for rent. This can happen when a property owner has plans for 

a site, renovations are in progress, or the owner does not believe there is a market for the space. It is 

similar to the way the unemployment rate can fail to capture the number of people who are out of work: 

the unemployment rate only counts people who are actively seeking jobs but does not account for 

individuals who have given up on a job search and dropped out of the labor force.  

Full retail space occupancy relies not only on consumer demand and location but also on setting a rental 

rate that is appropriate for economic conditions and the specific characteristics of the individual property. 

Asking rent 

4  increased by 8.5% in the trade area between 2021 and the end of 2025, and remained fairly 

steady in the first quarter of 2026. CoStar forecasts a slight decline from $10.86/SF at the beginning of 

2026 to $10.57/SF at the beginning of 2031.  

 

 

 

 
4  Asking rent ($/SF) is the initially listed lease rate for a property, representing the landlord’s target rate and the startin g 

point for lease negotiations. The final agreed price for the lease is referred to as effective rent, which is essentially the rate 

negotiated between the landlord and tenant and is generally lower than asking rent.  
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Figure 3: Asking Rent per SF 

 
Source: CoStar 

In general, in the absence of new Class A construction (which has not taken place in the trade area), a 

rising vacancy rate tends to lead to a decline in asking rent. Combined with the vacancy data above, 

trends in asking rent suggest that the expected gradual increase in vacant rentable retail space will bring 

asking rent rates down over the coming five years. This close inverse relationship is shown in Figure 4. 

Figure 4: Asking rent and vacancy rate forecasts for 2026-2031 

 
Source: CoStar 

A final useful indicator in assessing the health of a CRE market is the net absorption rate. Net absorption 

is the total space leased minus space vacated and new space constructed. It measures the net change in 

demand for leasable space over a specific period. A positive number indicates increasing demand (and 

declining vacancy), while a negative number indicates declining demand (and rising vacancy). CRE 
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investors and developers use this indicator to determine market health, and it also influences rental rates 

and the timing of construction projects. Net absorption data for the trade area does not reveal any 

specific trends – not surprising given the relatively small amount of total retail space in the area. 2026 

started off showing good demand, but CoStar’s forecast shows generally flat (or very slightly negative) net 

absorption in the coming five years. While a dramatic increase in vacant space is unlikely, demand is also 

not expected to increase.  

Figure 5: Net absorption (SF) 

 
Source: CoStar 

MULTI-FAMILY HOUSING 

The multi-family housing – or apartment – sector is comprised of any market-rate property of two units or 

more that is owned by a landlord or management company and leased out to residential tenants.5 These 

properties can range from a small building or converted single-family house with two units to a high rise 

with many more.  

There are three categories of multi-family housing properties: “Class A,” “Class B,” and “Class C” 

properties: 

• Class A properties are usually the best on the market, with top amenities and modern design, and 

they are generally located in the most desirable neighborhoods within a given area. Some may be 

“luxury” apartment buildings, and they fetch the highest rents from tenants with very strong 

credit. 

• Class B apartment buildings are still desirable and in good condition, though designs may not be 

the most up to date, and some amenities may be lacking. They are often in desirable locations 

that are close to transportation amenities. Tenants they attract have good credit ratings and are 

willing to pay average rents. 

 
5  Neither Westside Court (76 units – Salem) nor Anderson Drive (80 units – Salem) is considered in this analysis, as these 

properties are 100% public housing and therefore not operating in a private market. Unlike properties on the CRE private 

market, public housing is typically owned and operated by government entities such as local housing authorities and funded 

through federal programs administered by the US Department of Housing and Urban Development (HUD). 
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• Class C is the lowest classification and consists of properties that are in average condition. They 

may be in less desirable locations and need some maintenance. Buildings with Class C units are 

often managed by small local companies and tend to have tenants of with lower credit ratings 

and/or unstable income streams 

Although any newly built housing in the study area would be Class A rather than Class B or C, it is covered 

in the analysis below because often if the market for Class B/C is particularly strong, it means that the 

market for Class A is weakening. 

There are 72 rentable multi-family properties in Salem’s trade area totaling 1,069 housing units, with an 

average of 15 units per property. 

6  The majority have only two or three units, and there are just nine 

properties with 25 or more units – all of which are in Salem and Pennsville. All properties are class B 

(17% of the total) or C (83%). The buildings are generally not particularly old, although CoStar only 

identifies two as having been renovated in the past 20 years.  

  

 

The trade area’s vacancy rate for multi-family properties hovers right around 5% and is expected to 

remain at this level in the coming five years. This puts the occupancy rate around 95%, which is on par 

with the surrounding greater Philadelphia area.  

 

 

 

 
6  This total does not include the mobile home park at 22 Trailerpark Lane in Bridgeton, as it is a very different type of multi-

family property from those under consideration here.  

Map 2: Multi-family Housing CRE in Trade Area 

 
Source: CoStar 

Table 3: Trade area property characteristics 

Total properties 72 

Total units 1,069 

    Affordable units* 512 

% Studios 4% 

% 1-Bed 50% 

% 2-Bed 33% 

% 3-Bed 13% 

% 4-Bed 0.5% 

Avg. year of unit construction 1968 

*Rent restricted or rent subsidized. Source: CoStar 

Table 4: Key Indicators for Multi-family Housing 

 Q1 2026 Q1 2031 

Vacant units 53 57 

Vacancy rate 5.0% 5.3% 

Occupancy rate 95.0% 94.7% 

Avg. asking rent/SF $1.17 $1.30 

Avg. asking rent/unit $1,059 $1,174 

Source: CoStar 
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Figure 6: Vacancy and occupancy rates 

 
Source: CoStar 

Despite steady vacancy and occupancy rates in 2025, market asking rents increased by 4.5% per square 

foot over the past year. Since there has been little change in market demand and no change in the total 

number of units, the increase is likely due to inflation.  

Figure 7: Market asking rent by SF ($/SF) 

 
Source: CoStar 

Adjusting for inflation, the trade area’s vacancy rate and market asking rent remained at roughly equal 

levels in Q1 2026 as ten years ago: despite fairly large fluctuations during the pandemic, the vacancy rate 

began 2016 at 5.2% and began 2026 at 4.9%, while the market asking rent per unit began 2026 only 

$11 higher than ten years earlier. Both market asking rent and the vacancy rate are expected to remain 

fairly constant over the coming five years, with vacancy rising only slightly and (inflation-adjusted) market 

asking rent declining a little.  
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Figure 8: Inflation-adjusted market asking rent/unit and vacancy rate 

 
Source: CoStar 

The overall market asking rent per square foot in the trade area at $1.17 compares favorably to the rate 

of $1.69/SF in the slightly larger area of a 40-minute drive from the study area, and the Salem County 

average of $1.44/SF.  

Salem’s trade area shows unexpected 

trends when market asking rent 

amounts are broken down by type of 

apartment. Two-bedroom apartments 

have the highest asking rent, and 

three-bedroom apartments have the 

lowest – even lower on average than 

studios. This is mainly because all of 

the trade area’s three-bedroom units 

are located in two rent-restricted 

properties in Salem. Salem has 273 

(of which 182 are designated 

affordable) of the trade area’s 349 

two-bedroom apartments, but the 

remainder are market rate. Demand 

for two-bedroom units has been 

strong, and asking rent has increased 

by 24% in the past five years. Over the 

coming five years, this trend is 

expected to moderate but continue, 

with asking rent for two-bedroom 

apartments to rise by 11%.  
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Figure 9: Multi-family units by number of bedrooms 
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Figure 10: Market asking rent per unit by bedrooms 

 
Source: CoStar 

Finally, the trade area’s net absorption for multi-family housing units shows lower demand following the 

pandemic, followed by a period of higher demand in 2024. 2025 shows slightly lower demand, as does 

the near-term forecast for the remainder of 2026, but the magnitude is very small (one housing unit). 

While no dramatic increase in vacant space is likely, demand is also not forecast to increase given 

current housing and expected economic conditions. 

Figure 11: Trade area net absorption 

 
Source: CoStar 
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OFFICE 

Office CRE includes both single-tenant and multi-tenant buildings, including owner-occupied properties 

and medical and dental offices. Similar to the multi-family housing CRE market, the office market has 

Class A, Class B, and Class C categories. Building class depends on a variety of building characteristics, 

such as total rentable area, age, building finishes and materials, mechanical systems standards and 

efficiencies, developer, architect, building features, location/accessibility, property manager, 

design/tenant layout, and other features. There are 39 commercial office properties (a total of 251,000 

SF) in Salem’s trade area – all classified as either Class B or Class C. About 44% of that space is 

categorized as Class B, and 56% is Class C. The vast majority (73%) of total office space in the trade area 

is located in Salem. 

 

 

Existing office buildings in the trade area have a variety of amenities that influence building class and 

demand. For example, central air conditioning, a reception area, high ceilings, storage space, onsite 

parking, wheelchair accessibility, and a security system all contribute to higher asking rent rates.  

The vacancy rate for commercial office space in the trade area is very low – a sign of market strength. 

After initially struggling to recover after the pandemic decline in rented office space, vacancy fell to 0% in 

late 2024 and early 2025. The slight rise to 1.2% in Q1 2026 is still far below the Philadelphia CRE 

market (of which the trade area is a part) office vacancy rate of 11%. While the trade area has a small 

amount of commercial office space overall, the low vacancy rate is a sign of solid demand.  

 

 

 

 

 

 

Map 3: Office CRE in Trade Area 

 
Source: CoStar 

Table 5: Trade area property characteristics 

Total properties 39 

    Class A 0 

    Class B 17 

    Class C 22 

Total SF 251,073 

Average building SF 6,438 

Average year built 1934 

Source: CoStar 

Table 6: Trade area property characteristics 

 Q1 2026 Q1 2031 

Vacant SF 3,054 3,767 

Vacancy rate 1.2% 1.5% 

Occupancy rate 98.8% 98.5% 

Avg. asking rent/SF $23.68 $27.33 

Source: CoStar 
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Figure 12: Office space vacancy 

 
Source: CoStar 

Average asking rent per square foot has fluctuated between a low of $21.06/SF and a high of $23.88 

over the past five years, with slow but generally upward trend in pricing. Prices are expected to continue 

rising over the coming five years, with a 15% increase between now and the beginning of 2031. This is 

unsurprising in a market that has only 3,000 SF of vacant available space.  

Figure 13: Market asking rent per SF 

 
Source: CoStar 

In the first quarter of 2026 there was 4,171 SF more commercial office space either newly leased or 

already occupied than the amount tenants moved out of – another sign of market strength. However, this 

is such a small amount of space that it could represent just one new tenant move-in. The reverse could 

be said of slightly negative net absorption in the second half of 2025: these negative numbers could 

indicate that just one tenant vacated a property in each quarter. Since the second half of 2024, there has 

been relatively little change in net absorption, and the coming five years are forecast to show little 
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movement. In general, office space is forecast to remain almost fully occupied in the trade area, and 

there is no expectation of new space being constructed or becoming available to tenants.  

Figure 14: Net absorption (SF) 

 
Source: CoStar 
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zoning is light industrial. Some common flex property uses are incubator or maker spaces, high-tech 

offices, and showroom/office combinations. 
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Table 7: Trade area property characteristics 

Total properties 4 

Total rentable SF 28,359 

Per-property SF 1,800 - 18,359 

Avg. year built 1960 

Building class:  

    Class A 0 

    Class B 1 

    Class C 2 

    Not classified 1 

Source: CoStar 

Table 8: Flex CRE key indicators 

 Q1 2026 

Vacant SF 0 

Vacancy rate 0.0% 

Occupancy rate 100.0% 

Avg. asking rent/SF $14.03 

Source: CoStar 
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CoStar identifies only four commercial flex properties in the trade area – one in Salem and three along 

Route 45/Salem-Woodstown Road toward Mannington. Three of the buildings are between 1,800 and 

5,200 SF in size, and the fourth is over 18,000 SF.  

 

All four properties are currently fully occupied by tenants (or owners). Following a brief spike in the 

vacancy rate in 2022 – public records do not specify which property or properties lost tenants that year – 

all space has been occupied since Q1 2024.  

Figure 15: Vacancy rate 

 
Source: CoStar 
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Map 4: Flex CRE in the Trade Area 

 
Source: CoStar 
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Asking rent per square foot has increased by 58% since 2016. Growth was particularly strong between 

2021 and 2023 but continued at a pace of about 1% per quarter through 2025, beginning 2026 at an 

estimated $14.03/SF. CoStar does not provide forecasts for this sector of CRE. 

Figure 16: Market asking rent per SF 

 
Source: CoStar 

Net absorption has been zero for the most part over the past ten years, with the exception of a dip into 

negative territory 2022 (which corresponds to the rise in vacancy rates discussed above) and then 

recovery in 2023.  

Figure 17: Net absorption (SF) 

 
Source: CoStar 
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CONCLUSION 

Following on the Market Analysis and Economic Impact Analysis, this Commercial Real Estate Analysis 

helps to identify redevelopment approaches that are realistically aligned with both market conditions and 

community goals, ensuring that future projects are grounded in achievable outcomes rather than overly 

optimistic assumptions. 

The commercial real estate market in Salem’s trade area is small, relatively stable, and characterized by 

an aging building stock. Retail space dominates the market but is heavily influenced by a single large 

underperforming property in Pennsville; excluding this outlier, most retail properties (particularly within 

the City of Salem) maintain high occupancy, though the overall retail market remains constrained by 

limited modern or large-scale space. Multi-family housing shows steady demand and moderate rent 

growth, but the majority of units are small and older, and all are Class B or C. The challenge will be to 

develop high-quality units that offer modern amenities while still being accessible to moderate-income 

households. Office space has extremely low vacancy, yet the total amount of available space is very small, 

and the market lacks Class A buildings. Flex space, while fully occupied, represents a tiny portion of the 

market with minimal absorption over the past decade. 

These conditions suggest that while there are pockets of opportunity – such as mixed-use development 

that combines housing with retail or office space – the trade area faces clear constraints. Limited supply, 

older infrastructure, and the absence of higher-quality or larger-scale commercial buildings indicate that 

significant new development is unlikely to occur without strategic public investment or incentives. Any 

redevelopment efforts will need to account for these structural limitations, realistic absorption rates, and 

local demand patterns. 
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