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The Foreclosure Crisis fundamentally changed the housing market, creating the perfect
conditions for Wall Street-backed single-family landlords to flourish at the expense of
homeowners going through foreclosure because of predatory and racist lending practices. In an
echo of what happened in the 2010s, institutional landlords have seized the COVID-19
pandemic as an opportunity to expand their reach even further into our homes. As stunning
volumes of capital have rushed to invest in single-family rentals (SFRs), we’ve seen the ratio of
investors buying homes set new records, while households across the country have seen
unthinkable rent increases, especially in Sunbelt cities with large communities of color, high
population growth, and weak tenant protections."

The National Rental Home Council, the SFR trade group led by the largest Wall Street-backed
landlords, insists institutional landlords are bringing professionalization to the single-family rental
industry, which is otherwise operated by small-scale landlords.? Yet this so-called
professionalized business model often squeezes tenants while reaping record-breaking profits.3
Tenants’ experiences across geographies and across institutional landlords are remarkably
consistent, and shed much-needed light on how profit-maximizing business logic has no place
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in our homes. Large rent increases,* overwhelming fines and fees,® eviction filings,® and
inadequate maintenance’ are all part of a set of business practices that have caused tenants in
some geographies to leave their Wall Street-owned homes, only to find themselves renting from
a different Wall Street-owned landlord with the same set of practices.® Because the foreclosure
crisis hurt communities of color most and Wall Street-backed landlords are prevalent in
communities of color, institutional ownership of single-family rentals continues to harm the same
communities, over and over. Fortunately, there are opportunities to break the cycle and address
this problem now, beginning with broad tenant protections, transparency in property ownership,
curbs on speculation in our homes, and deep investments in truly affordable housing.

The Origins of Private Equity® in Single-Family Rentals

The institutionalized single-family rental industry is a product of the Foreclosure Crisis, during
which Wall Street investors saw an unprecedented opportunity to assemble portfolios of low-
cost homes from families who had lost their homes to foreclosure or had fallen behind on their
mortgages. These families, often families of color, were trapped by predatory and racist
mortgage lending practices.' As home prices fell, Wall Street investors sent buyers to auctions
across the country to bid on foreclosed homes with the intent of buying cheap and renting them
out."

Private equity’s hold on the single-family rental industry consolidated so rapidly that before
2007, the market was almost exclusively owned and operated by small-scale landlords, and as
recently as 2011 no landlord owned more than 1,000 SFR units.'? A mere seven years later, in
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2018, the industry had consolidated to the point where institutional investors owned as many as
300,000 single-family rental homes in total.'® Now, in 2022, just under 300,000 single-family
rental homes are owned by the five largest SFR companies. '

The speed and scale of institutional landlord growth was possible not just because private
equity companies had huge sums of money at their disposal, but because Fannie Mae, Freddie
Mac, and the Department of Housing and Urban Development all sold non-performing mortgage
loans in bulk to Wall Street-backed landlords.' These sales were designed to test whether
government policy could “stimulate housing markets” by “attracting large, well-capitalized
investors.”'® These sales helped establish Blackstone, Colony Capital, Starwood Capital,
Waypoint Real Estate Group, and American Homes 4 Rent as the dominant institutional
landlords. "

In 2016, Invitation Homes, a Blackstone-created single-family landlord, had acquired a portfolio
of nearly 50,000 homes, concentrated across California and Florida, and in Atlanta, Phoenix,
Seattle, and Chicago; these markets accounted for approximately 85% of Invitation Homes’
revenue that year.'® The following year Fannie Mae guaranteed a staggering $1 billion, 10-year
loan to Invitation Homes, and through a series of mergers and acquisitions, Invitation Homes
claimed its spot as the largest SFR landlord in the country.™ In 2019, Blackstone cashed out of
the portfolio company they had created, earning about $7 billion since Invitation Homes went
public in 2017.20

At the onset of the COVID-19 crisis, institutional landlords emphasized that their rental portfolios
had proven recession-resilient during the Foreclosure crisis, suggesting that their recent SFR
investments were similarly resilient investments during the COVID-19 crisis.?' Thus, 2020 saw
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tens of billions in fundraising committed to SFRs from various institutional investors.?? Given
constraints in newer inventory, Wall Street landlords are increasingly turning to build-to-rent
communities, often through partnerships with large-scale homebuilders.?? In March 2021, the
second largest homebuilder, Lennar, and investors Centerbridge and Allianz formed a venture
to acquire $4 billion worth of newly-built homes.?* Later that year, Invitation Homes, the largest
SFR landlord, and the third largest home builder, PulteGroup formed a similar partnership
whereby PulteGroup would build homes to sell to Invitation Homes for rent.?®

With so much capital flooding the SFR industry today, some analysts anticipate Wall Street-
backed landlords could account for as much as 50% of all SFRs within five years, while other
slightly more conservative estimates suggest institutional ownership of SFRs could reach 40%
of the market by 2030.26 The CEO of Tricon Residential recently estimated institutional
ownership of SFRs could increase by about one million homes in the next decade.?” Despite
recent evidence of a cooling housing market and rising interest rates, institutional landlords are
in a favorable position with cash on hand and the ability to negotiate with builders who are eager
to unload assets they may otherwise struggle to sell.?8

Private Equity’s Business Model and Its Impact on Tenants

Across industries private equity’s business model hinges on boosting revenue, cutting costs,
and maximizing efficiencies.?® As in other industries, this is a recipe for disaster: in housing, it
translates into exorbitant rent increases, eye-popping fines and fees, inadequate maintenance,
aggressive eviction filings, and opaque and confusing ownership structures that can create
challenges for tenants who simply want to know who owns their home.
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Rent Increases - Several of the largest SFR companies have reported staggering profits in 2021
thanks to dramatic rent increases and large growth in fee revenue. For example, on their 2021
3rd quarter earnings call, Invitation Homes noted it had raised rents by 30% in Phoenix, 29% in
Las Vegas, 21% in Tampa, 20% in Atlanta, and 19% in Jacksonville.®® At the end of 2021
Invitation Homes reported a 33%, or $65 million, increase in profits from 2020.3

Similarly, in the 3rd quarter of 2021 American Homes 4 Rent’'s CEO stated, “We’re really excited
and optimistic about the ability to push rents next year.”3?2 American Homes 4 Rent had an
increase in rental revenue of 16.4% between 2019 and 2021, and reported increasing rents on
vacant homes by 11% in April 2021.33 Like Invitation Homes, American Homes 4 Rent’s 2021
profits were 36%, or $55.7 million, higher than in 2020.34

In 2021, Minneapolis tenants living in HavenBrook Homes rentals, owned by Pretium Partners
and now managed by Progress Residential, reported rent increases of $100-$200 per month,
and when tenants struggled to sign digital lease renewals, month-to-month arrangements
triggered automatic 20% monthly rent increases.3® According to housing organizers working
with tenants in Las Vegas, Progress Residential tenants living there report similar dynamics:
they have been hit with annual rent increases of $100 or 15% for lease renewals multiple years
in a row. If tenants switch to month-to-month leases, their rent doubles. Some of these tenants
grew frustrated, expressing they have been treated like customers signing a new lease year
after year. At least one tenant left their Progress Residential home only to find themselves in a
Blackstone-owned multifamily apartment.36

Fines and Fees - In addition to rent increases, tenants must deal with additional housing costs
from fees for “ancillary services” and “tenant charge-back fees" which landlords use to recoup
expenses they claim tenants are responsible for.3” Fees are so central to the private equity
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37 Fields and Vergerio, “Corporate landlords and market power,” p. 3.



https://d18rn0p25nwr6d.cloudfront.net/CIK-0001687229/d2202ae4-d277-41e8-8e4c-054f343df603.pdf
https://seekingalpha.com/article/4466234-american-homes-4-rent-amh-ceo-david-singelyn-on-q3-2021-results-earnings-call-transcript
https://seekingalpha.com/article/4466234-american-homes-4-rent-amh-ceo-david-singelyn-on-q3-2021-results-earnings-call-transcript
https://www.charlotteobserver.com/news/state/north-carolina/article260940817.html
https://www.bloomberg.com/news/articles/2021-05-07/rent-surges-on-single-family-homes-with-landlords-testing-market
https://www.bloomberg.com/news/articles/2021-05-07/rent-surges-on-single-family-homes-with-landlords-testing-market
https://d18rn0p25nwr6d.cloudfront.net/CIK-0001562401/e5e7b1c3-a30e-45c8-b416-091006d1fc8a.pdf

landlord model that one CEO called the failure to capture fee revenue “revenue leakage.”* In
2016, fees and “clawbacks,” like retaining tenants’ security deposits, generated $26 million in
revenue for Colony Starwood (formerly Colony American), which was later acquired by Invitation
Homes.%°

In 2021, American Homes 4 Rent attributed 15.8% of their revenue to tenant charge-back
fees.4® American Homes 4 Rent’s fee revenue grew 63.8% between 2019 to 2021.4" Invitation
Homes generates fee revenue by charging tenants “utility reimbursements, late fees, move out
fees, pet fees, pest control services, landscaping services, smart home appliances, and other
‘miscellaneous’ fees.”#? Tricon Residential owns and operates about 30,000 single-family
rentals, and tripled their profits from $113 million in 2020 to $517 million in 2021, an increase
that was fueled in part by fees and costs passed to tenants, like renter’s insurance and air filter
replacements.*® Tricon reported the company was able to take in $640 per home, per month in
fee and other revenue and anticipates increasing this monthly revenue per home to between
$850 and $950.44

Maintenance - The private equity business model requires institutional landlords to reduce
costs, which can have disastrous consequences for maintenance of tenants’ homes. This can
include offloading maintenance responsibilities onto tenants. For example, one tenant’s 39-page
lease renewal made him financially responsible for hypothetical bedbug infestations; excused
Invitation Homes from liability for property damage, including potential injury or death from mold
exposure; and included an agreement whereby the tenant would leave the home if he was taken
to court again, in addition to a rent increase.*®

In 2021, Minneapolis tenants living in properties owned by HavenBrook Homes, nhow managed
by Progress Residential, reported waiting up to a year for necessary and urgent repairs,
including holes in roofs and ceilings, broken stairways, lead paint, flooding, faulty electrical
systems, broken and inoperable appliances, pest infestations, and black mold.*¢ The following
year, in January 2022, the city of Columbia Heights, MN, a Minneapolis suburb, revoked
HavenBrook’s license based on conditions so bad they were deemed to “put residents’ lives at

38 Mari, “A $60 Billion Housing Grab by Wall Street.”

39 |bid; “Invitation Homes, Starwood Waypoint Homes merge to create largest single-family landlord.”
Housing Wire. 16 November 2017. https://www.housingwire.com/articles/41839-invitation-homes-
starwood-waypoint-homes-merge-to-create-largest-single-family-landlord/
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43 Tricon Residential 2021 Annual Report. p. 43
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Residential SEC Form F-10. October 5, 2021. p. S-21. https://docoh.com/filing/1584425/0001193125-21-
291505/TCN-F10.
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risk.”4” Tenants were told they needed to vacate their homes within 45 days because of the
company's failure to address maintenance issues at multiple properties.*® In February 2022,
Minnesota Attorney General Keith Ellison announced he had filed a lawsuit against HavenBrook
Homes and its owner Pretium Partners, alleging that the company was in violation of Minnesota
law for claiming to provide high-quality service while extracting profit from tenants and leaving
them in “uninhabitable homes.”#°

Evictions - Many of these landlords obtain low-cost debt through rent-backed securities,
collateralized by future rent payments, and underwritten with assumptions about occupancy
rates. For example, in 2017 the majority of Invitation Homes’ debt was in the form of rent-
backed securities underwritten based on an assumption of 94% paying-occupancy.® To
maintain cash flow to repay their debt-holders, and a favorable bond rating to procure more
cheap financing, these landlords must address non-paying tenants quickly.

During the COVID-19 pandemic addressing evictions took on new and tragic urgency. Yet an
eviction tracker created by the Private Equity Stakeholder Project shows that in 2021 Invitation
Homes had filed over 1,300 evictions, and Pretium Partners, which includes HavenBrook
Homes, Progress Residential, and Front Yard Residential, filed over 2,200 evictions over the
same period.5’

Despite federal Emergency Rental Assistance intended to prevent evictions and keep residents
safe in their homes, Invitation Homes told tenant Marvia Robinson the company would not
accept rental assistance she had received, and instead suggested she sell her plasma, hair, or
eggs, or obtain a payday loan to cover her back rent.5?

Lack of Transparency - Often, when tenants and researchers try to look up who owns an
institutionally-owned property through publicly available data they find a string of letters followed
by LLC. In addition to properties changing hands and convoluted financial relationships, tenants
are often unsure who really owns their home, and to whom to appeal when problems arise. 53

There is no shortage of stories like the ones previously mentioned. Overall, institutional
landlords follow a very consistent playbook, with the largest publicly-traded players reporting
dramatic earnings growth to their shareholders, while tenants face painful increases in rent and
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52 “Giant landlords pursue evictions despite CDC ban.” Reuters. 23 April 2021.
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fines and fees; inadequate maintenance; eviction filings if they fall behind on rent; and
challenges knowing who their landlord is.

Market Concentration, Market Influence

Despite institutional landlords’ insistence that they make up a mere 2% of the nation’s SFR
market, their portfolios are geographically concentrated.%* For example 71.2% of Invitation
Homes’ total revenue comes from the western U.S. and Florida, though they are expanding into
the Southeastern U.S., Texas, Charlotte, and Atlanta, and intend to buy as much as possible in
Phoenix, Denver, and Dallas.% Similarly, American Homes 4 Rent’s current strategy focuses on
the Sunbelt and the Midwest, with current holdings concentrated in Arizona, Florida, Georgia,
North Carolina, Tennessee and Texas; with several thousand properties in Indiana, lllinois, and
Ohio; and approximately 5,000 homes in Atlanta as of December 2021.%¢

Institutional landlords were initially concentrated in foreclosure hot spots Phoenix, Atlanta, Las
Vegas, Sacramento, Miami, Charlotte, Los Angeles, and Denver; by 2020, institutional investors
owned 11.3 percent of single-family rentals in Charlotte, 9.6 percent in Tampa, and 8.4 percent
in Atlanta.5” In 2021, the top 10 metro areas with the highest shares of investor ownership were
concentrated, from largest to smallest, in: Memphis, TN; Atlanta, GA; Lubbock, TX; McAllen,
TX; Brownsville, TX; Phoenix, AZ; Beaumont, TX; Salt Lake City, UT; Boise, ID; and El Paso,
TX.%8 In Mecklenburg County, where Charlotte, NC is located, large corporate landlords own an
estimated one out of every four rental homes as of May 2022.%° Unsurprisingly, investors seem
most attracted to locations with weak tenant protections alongside high population growth and
housing price appreciation.®

Of course this concentration is not race-neutral. The communities hit hardest by the foreclosure
crisis were communities of color, and the cities where investors own the greatest share of
homes all have significant communities of color.6' For example, Memphis is 64% Black, and has
the lowest rate of Black homeownership of the 50 largest cities, and the highest share of
investor ownership of homes.®? Over the last two years, in Shelby County, where Memphis is
located, Cerberus Capital Management, Pretium Partners, American Homes 4 Rent, and others
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have purchased a combined 7,000 homes with a median value of $145,000.5% Researchers
found similar relationships in Los Angeles County, Fulton County, GA, and the city of Atlanta,
where higher concentrations of institutional SFR ownership was correlated with higher
concentrations of Black residents compared with neighborhoods with little or no SFR
investment.54

Private equity-backed landlords are very specific in the size, age, and price of the homes they
acquire, with early institutional buyers focusing on three- or four-bedroom homes in the $300—
$600 thousand price range, concentrated in high-performing school districts.%® In 2020,
Invitation Homes was concentrating its purchases on homes in the 1,700 to 2,400-square-foot
range, and selling some of its larger homes due to challenges renting them out.%® One Reuters
report captures how the market segment where these companies focus can leave tenants
feeling they have no choice but to rent from, in this case, Invitation Homes because of proximity
to their children’s schools, jobs, and family.®” Tenants in Las Vegas and North Carolina have
expressed similar feelings: locked out of homeownership, and finding conditions in their current
Wall-Street owned rentals frustrating, they leave their rentals, only to find themselves in homes
owned by different Wall Street landlords with the same fundamental practices.®®

SFR landlords are primarily focused on lower-cost homes, they have cash at their disposal, and
they are willing to waive inspections in favor of their data-based valuation models; for these
reasons, first-time and lower-income prospective home buyers cannot compete for these
homes.®° Given the documented relationship between race and income, it’s likely that
prospective home buyers of color are most harmed, and if they want to rent a single-family
home in a particular community, they may find themselves with few options other than to rent
from an institutional landlord.”

Tech Infrastructure Fuels the Single-Family Rentals

The rise and expansion of the SFR industry was and continues to be fueled by growth in
technological capabilities, including price modeling based on anticipated appreciation and rent
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growth, and smart home infrastructure like locks, temperature controls, and more. Smart home
technology makes it easier for institutional landlords to manage dispersed properties while also
providing another avenue to charge tenants fees, and drive revenue for landlords.”"

Like build-for-rent, iBuyers—tech companies that buy, make repairs, and then sell homes—have
been an important source of inventory for private equity-backed landlords.” In the interest of
boosting revenue iBuyers can opt to sell their inventory to private equity-backed landlords in
higher volumes or to owner-occupants. Cerberus Capital Management, Invitation Homes, Tricon
Residential, and Pretium Partners have all turned to iBuyers to increase their SFR inventory,
with Pretium buying thousands of homes from Zillow’s failed iBuying operation.”®

Conclusion

I's important to acknowledge that private equity and Wall Street-backed landlords are in every
sector of the housing market, including affordable and market-rate multifamily units, privatized
public housing, mobile homes, student housing, and assisted living facilities; and residents in
these sectors of the market often face the same nightmarish practices that yield immense profits
for investors. Fortunately, there are ways to protect tenants from these abuses while supporting
aspiring homeowners and filling holes in the current patchwork of tenant protections that vary
drastically from one community to the next.

The most straightforward fix for the worst conditions institutional SFR tenants face is
comprehensive, nationwide tenant protections, including: protection from excessive rent
increases and excessive fines and fees, just cause eviction protection, a tenant right to counsel,
and a right to organize. These policies would end exorbitant rent increases and unfair fees,
while curbing speculation in our homes. Just cause protections would allow tenants to renew
their leases and require a reasonable justification for removing a tenant from their home, and
lastly a right to counsel and a right to organize would give tenants a fair chance to defend
themselves against evictions and unsafe living conditions.

In order to shed light on the expansion of private equity into our homes, we need a
comprehensive landlord registry that establishes a transparent housing market, where we know
who owns what and tenants know exactly who their landlord is.

Lastly, we need massive federal investment in truly affordable housing that is not profit-
motivated, but instead is dedicated to fulfilling a fundamental right to housing, free from the
harmful practices private-equity landlords are carrying out across their portfolios.
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Our housing market is rapidly changing, with single-family homes consolidating into fewer
hands. As the largest landlords, builders, and financiers increasingly partner with one another,
our communities and neighbors will continue to feel the consequences. We must follow the lead
of tenants and housing justice organizers to create a more just housing system.
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