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investment trusts.

By last year, institutional players owned portfolios totaling
more than 200,000 homes with an aggregate value of about $30
billion, according to Urban Affairs Review. The field is led by In-
vitation Homes, which spun oft from Blackstone in 2017; Ameri-
can Homes 4 Rent; Progress Residential; and Tricon Residential.
In August, Tricon raised $300 million of preferred equity from
an investor group led by Blackstone Real Estate Income, a non-
traded REIT managed by Blackstone.

But even now, institutional owners account for a mere 2%
of the single-family rental market, according to the National
Rental Home Council, a Washington-based trade group. By
comparison, institutional investors own 55% of multi-family
rental units.

Market pros said one reason for the lack of institutional-
investor interest in the past is the dispersed nature of the sin-
gle-family rental market, which makes managing assets on
a large scale difficult. But now the strategy is shifting away
from buying existing properties that are widely scattered to
the construction of single-family rental developments that
can be managed like traditional multi-family complexes.

“The [single-family rental] sector is certainly creating sig-
nificant investor and developer interest,” said Brian McAuliffe,
president of CBRE’s capital-markets division. “CBRE has al-
ready completed several transactions in this space and we will
continue to increase our service capability to satisfy the needs
of our clients.”

Said JLLs Miller: “In the next few years, there will be an in-
flux of single-family rental units that will be built and leased,
and there needs to be capital available, whether it’s a refi-
nance or a sale. There is enough product coming in the next
five years that we needed to get out ahead of it

That growth is spurring first-time or additional invest-
ments from an increasing number of institutional players. In
July, Brookfield acquired a controlling stake in Conrex, which
owns more than 10,000 rental properties in the Midwest and
Southeastern U.S. In September, Nuveen Real Estate said it
would invest up to $400 million in single-family rentals via
a newly launched platform called Sparrow. And in October,
Rockpoint Group announced separate joint ventures with Re-
sicap and Invitation Homes that could see it build a $2.5 bil-
lion platform.
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“The biggest driver of institutional interest to this space
now would be that these investors have found a way to access
the coveted renter demographic with the efficiency of a single
location and the efficiency that single locations bring from a
financing perspective,” said Sudha Reddy, managing princi-
pal at Haven Realty Capital, an El Segundo, Calif., firm that
manages a $500 million portfolio of single-family rentals and
traditional multi-family properties. “For institutional inves-
tors who are not in the single-family space, dipping their toes
into an investment with a single location feels a lot more like
what they’re used to”

Haven and partner Walton Street Capital of Chicago re-
cently closed on the first phase of a $133.7 million acquisi-
tion of six purpose-built single-family rental communities in
Atlanta. The seller, local developer ResiBuilt, is constructing
537 rental homes. In the next 18 to 24 months, Reddy said,
Haven expects to close on the purchases of an additional 700
single-family rentals and townhomes in the Southwest and
Southeast valued at $1 billion.

Demand for single-family rental assets is being fueled by
record high occupancy and rent growth. According to DBRS
Morningstar, rents among properties in institutionally owned
portfolios increased more than 3% in 2020.

Another factor driving demand: Investors have found a
ready source of cheap financing in the bond market, where
securitizations of single-family-rental cashflows have mush-
roomed. In 2020, a record 18 deals totaling $9 billion priced
— more than double the 2019 volume of 11 deals totaling $3.8
billion, according to a database maintained by sister publica-
tion Asset-Backed Alert.

John Pawlowski, a senior analyst at Green Street, the par-
ent of Real Estate Alert, said the single-family rental sector is
shaping up to be the most defensive of the residential asset
classes. In a report last month, Pawlowski revised his 2021
net operating income growth estimate upward by 200 bp, to
an average of about 6%.

“It's one of the few investment strategies in the rental-
housing space that caters to families,” Reddy said. “If you
look at traditional multi-family, the unit mix tends to cater
to singles or doubles, [with] one-bedroom and two-bedroom
unit mixes. What Covid has done is really accelerate the move
of families and individuals seeking more space. There is sim-
ply not enough supply to meet the rental demand and to meet
homeowner demand right now.” «*
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