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In a 2002 speech, President George W. Bush told an enthusiastic 
crowd, “We can put light where there’s darkness, and hope where 
there’s despondency in this country. And part of it is working together 
as a nation to encourage folks to own their own home.” Continuing a 
push started by President Clinton before him, Bush made increasing 
home ownership one of the cornerstone objectives of his presidency. 
And, for a time, what seemed like a noble and logical goal was 
working. Home ownership rates in the United States climbed steadily 
throughout most of the Clinton and Bush presidencies.

Starting in Clinton’s first term in the early 1990s, regulations restricting 
home loans were intentionally relaxed, and banks were slowly pushed 
to extend loans to riskier borrowers. By 1995, the traditional down 
payment figure of 20 percent had been replaced by the three percent 
down payment standard for all federally backed home loans, and by 
2000 it was common to see no down payment at all. 

Concurrently, Wall Street banks used a newly invented financial 
structure called securitization to bundle thousands of loans together 
and package them as investment products. Wall Street peddled these 
products – known as mortgage-backed securities – to insurance 
companies, pensions, and other yield-hungry investors. Mortgage 
companies now had the “out” they needed. They predictably sold off 
these “subprime” loans to Wall Street banks, shedding the risk as they 
loaned more and more money to lower quality borrowers. As most 
remember well, the Great Financial Crisis in 2008 saw this house 
of cards crumble. As the economy slid into recession, over-levered 
banks failed, weaker borrowers defaulted and lost their homes, and 
housing values crashed. By the end of the Bush Presidency in early 
2009, home ownership rates were almost identical to where they had 
been at the beginning of Clinton’s administration.



Twenty years after Bush’s speech, home 
purchases are once again in the news. But 
where the last cycle exploded in a crisis brought 
forth by the banks’ loose credit, this time a very 
different animal is crouching in the tall grass. 
Individual home purchases are no longer headed 
higher, but dramatically lower over the past 
year. According to the National Association of 
Realtors, in 2021 about 13 percent of American 
homes were purchased by corporations or other 
business entities. While marginally higher than 
norms over the past decade, this figure alone 

was not an outlier. But taken on a quarterly 
basis, the latter half of 2021 contained far more 
institutional home buying than any period before. 
Digging into the geographic concentration makes 
the data more telling. High-growth Southern 
states saw 25 percent of their homes being 
bought by non-individuals in 2021, and the exact 
figure in Texas was 28 percent. Zooming in even 
further on urban regions in Texas, Tarrant County 
(Fort Worth’s home) experienced a staggering 52 
percent of all homes being purchased by entities, 
rather than individuals.
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Below:  Quarterly/Seasonally Adjusted Homeownership rates in the United States, 1998-2021

Quarterly 
Homeownership 
Rates and 
Seasonally Adjusted 
Homeownership 
Rates for the United 
States: 1998-2021

Investor Market 
Share Reaches 
Record 18.4% in 
Fourth Quarter 
of 2021

Share of purchased U.S. 
homes bought by investors

Above:  Share of purchased U.S. homes bought by investors of Fourth Quarter 2021
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If investor appetite fueled the flames of the 
Great Financial Crisis, history is rhyming. Last 
time around it was high-yield mortgage-backed 
securities that were happily provided by Wall 
Street banks to investors seeking yield. This time 
it is not the banks themselves, but the private 
equity funds peddling products. They are raising 
billions from investors to buy single family homes 
on the promise of that outsized returns that will 
be generated from the monthly cash flow and 
future price appreciation.

In the depths of the housing crash post-2008, 
this notion made financial sense. While the 
prices of apartments in the United States 
recovered quickly in 2009-2010, single family 
housing prices in markets like Phoenix and Las 
Vegas remained depressed for years. Investors 
eventually realized that if they could just come 
up with the capital to buy the homes, leasing the 
homes out to renters could provide an attractive 
return on the overall investment. And even better, 
if one could scale that business by purchasing 
hundreds or even thousands of homes, the 
resulting enterprise could become quite valuable. 

Below:  Housing price index from 2005-2017, showing the 
quicker recovery of multi-family housing and slower recovery 
of single family homes post-2008
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Blackstone, the largest private equity firm in the 
world throughout the past decade, did just that 
when it formed Invitation Homes in 2012. Blackstone 
would sell its interest in the company after 
Invitation’s IPO in early 2017, at the time owning 
about 50,000 single family homes. Invitation Home 
is based in Dallas and now owns over 80,000 
homes. Blackstone more than doubled their $2 
billion investment in the enterprise.

Nationally, the main difference between then and 
now is that Invitation Homes was an outlier in 2012. 
A decade later, hundreds of competing companies 
and private equity funds are buying up houses as 
quickly as they can. It started in the cities that had 
been decimated in the Great Financial Crisis. When 
those markets were picked over, these firms began 
buying houses in virtually any neighborhood fitting 
their geographic targets. As home prices have 
moved ever higher, even greater increases in rents 
are needed to generate a positive yield on each 
home’s economics. This is especially true in a state 
like Texas, where property taxes are high (due to the 
lack of a state income tax). 

And now in 2022, the next phase of the home 
rental takeover has begun: development of entire 
communities of for-rent homes, built en masse 
by homebuilders and owned by private equity 
investors. In July 2022, BB Living announced a new 
191 home development within the Harvest master-
planned community in Argyle, just north of Fort 
Worth. Every home will be owned by a development 
partner. This is one example of dozens in the 
DFW area alone. According to CNBC, nationwide 
investment in single-family rental homes went from 
$3 billion in in 2020, to $30 billion in 2021, and is on 
pace for $50 billion this year.* 

Right:  Aerial image of masterplanned community
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Homebuilders are happy for a number of reasons. 
While they might concede slightly on the overall 
price, certainty of close on hundreds of homes at 
once allows them to focus on what they do best 
(construction) rather than worry about conducting 
open houses, outfitting model homes, employing 
sales teams, etc. The unfortunate loser is the 
would-be homebuyer, who now sees many rental 
options but few ownership options.

The American dream was once thought to be 
owning a house with a white picket fence. The 
home mortgage itself has long been a wealth 
building tool for Americans, as it represents a 
forced savings plan into an asset that generally 
appreciates over time. Pride of ownership is also 
a major factor that forges strong neighborhoods. 
Much has been written about this subject. On 
the other hand, there is a contingent of would-
be renters that could afford to purchase, but 
who prefer the idea of renting instead of buying.  
Reasons could include a shorter-term planned 
stay in the area, older age, or just a desire for 
less complexity. So, while not a completely one-

sided issue, this single-family rental (SFR) trend 
is now materially impacting the housing markets 
within certain areas by driving prices higher and 
reducing home availability for those people who 
really do want to put down roots through home 
ownership.

My wife and I bought our first house in north 
Fort Worth from D.R. Horton in 2002. Factoring 
in our down payment and the 6.75 percent fixed 
mortgage, the $127,000 purchase price was at 
the same time significant and attainable. Today’s 
inflation-adjusted comparable price would be 
$209,180. Instead, a new home from the same 
builder, a few miles further outside of town but 
with a remarkably similar floor plan, now starts 
at $345,000; a whopping 65 percent price hike 
after adjusting for inflation. And this is in Fort 
Worth, Texas, known for being one of the more 
affordable large cities in the country. Starter 
homes are no longer attainable to those who 
desire them, and, as a result, we risk letting a 
generation of young people grow up without 
owning real assets.

Who Was Buying 
Finished Lots?
Quarterly comparison, 
weighted averages

Left:  Comparison of 
who is buying finished 
lots by group.
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As unsettling as it is to ponder the notion of 
institutional investors outbidding individuals 
trying to get their slice of the American dream, 
in the long run the trend will likely go away due 
to one of two factors: 1) political forces will 
begin to damage the SFR market via regulations 
restricting their development and/or operations, 
or 2) investment returns for these institutional 
investors will turn out to be subpar, and the 
money will dry up.

On the political front, a trend already exists 
where smaller/wealthier vacation towns are 
looking at their local home rental market with a 
microscope. Authorities are asking questions 
to determine how the short-term rental market 
(homes that rent for days or weeks, instead 
of months or years at a time) is affecting local 
housing prices, and how their permanent 
residents are being affected otherwise. In a 
town like Aspen, Colorado, it has become 
impossible for local blue-collar workers to 
live within 30 miles. Rent is simply more than 
they can afford, and long commutes up and 
down the valley are now the norm. One culprit 
(of many) is the explosion of short-term rental 
homes in Aspen, where apartments and 
condominiums that formerly housed locals are 
now rented out to non-locals at far higher rates.

Scottsdale, Arizona passed a law in early 2022 
that allows both the renter and property owner 
to receive citations for noise violations related 
to short-term rentals in the city, and the owner 
must now be present at the property within an 
hour of any police call. Regulations like this 
are popping up around the country as local 
homeowners push back against the explosion 
of rentals in their communities. Similar 
restrictions on longer-term rental markets 

could be appearing soon, and Congress is 
beginning to pay attention. Elizabeth Warren 
spoke in front of the United States Senate on 
July 23rd, 2022, about housing prices. Among 
her comments she noted, “private equity firms, 
they swoop up what little housing is available, 
and they rent it out to families at a premium.” 
Institutional investors playing in the single-
family housing market now have a regulatory 
target on their backs.

Above:  Residential construction in Snowmass Village near 
Aspen, CO.
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Regardless of the political environment going 
forward, the current investment case for single-
family rental investments is tenuous. We 
underwrote the Invitation Homes investment 
thesis in 2013. At the time, the average unlevered 
yield on the homes they were buying was 8-10 
percent. Said another way, if they were buying a 
house for $100,000, that home would generate a 
profit of $8,000-$10,000 per year after factoring 
in all the operating expenses. 



Today those yields are in the 2-4 percent 
range. What investors are assuming 
is that rent growth – which has been 
historically high over the past few years 
– will continue ever higher. That remains
to be seen. Investors also assume they 
can borrow money very cheaply in order 
to lever up their assets and generate a 
higher levered return. Until the beginning 
of this year that was possible, but with 
interest rates on the rise and many lines 
of credit being of the floating rate variety, 
interest on debt begins to eat into returns. 

Any experienced investor who has used debt to 
finance an investment understands that when the 
cost of your debt is higher than the yield of your 
asset, you have a problem.

Potential future bad news for SFR investors is 
good news for would-be individual home buyers. 
Today’s ratio of home purchase price vs. rent price 
is approaching the all-time highs set in 2006, 
just before the last housing bubble burst. While 
the reasons behind our most recent run-up are 
different, it is likely that the end effect will be similar. 
Bubbles tend to pop. Instead of a sharp drop as 
witnessed in 2008-2009 though, a more measured 
long-term down or flat trend in pricing is possible, 
as institutional investors begin to reach the end of 
their fund life and look to eventually liquidate their 
holdings. 

Investing into any asset class based on a supply 
shortage can be lucrative, but when the shortage 
in question is something as vital to Americans as 
the housing supply, it feels like history will look 
kindlier upon those taking the opposite approach. 
Our preference when it comes to real estate 
revolves around investments that are solving 

housing shortage problems, rather than those 
taking advantage of the issue by exacerbating 
it. This translates to backing groups that are 
adding new housing units to our supply through 
development (primarily apartment development in 
the Southern United States), while largely avoiding 
strategies built around repurposing existing homes 
as for-rent properties. 
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https://www.cnbc.com/2022/06/10/big-landlords-jump-into-the-homebuilding-
as-demand-for-single-family-rentals-surges.htmlrentals-surges.html
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Above:  40 year housing chart showing sales price vs. rental 
price, suggests homes are overvalued in 2022

https://calculatedrisk.substack.com/p/real-house-prices-price-to-rent-ratio
https://www.redfin.com/news/investor-home-purchases-q4-2021/
https://behindthedeals.com/2017/03/15/the-story-and-lessons-behind-invitation-homes-blackstones-
acquisition-of-50000-single-family-homes-for-10-billion-between-2012-and-2016/
https://mobile.twitter.com/johnburnsjbrec/status/1558061591379296261
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