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A

booming U.S. rental property sector is attracting new interest from
a range of commercial and institutional investors but can this
growth be sustained? Here, Amherst Capital Management’s Sandeep
Bordia considers the market outlook for 2017.
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RENTING HAS SURGED OVER THE PAST SEVERAL YEARS AS HOME OWNERSHIP
HAS STALLED
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INSTITUTIONAL INTEREST
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Within the wider U.S. property
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What to Watch in 2017

“Looking ahead, the real risk to the

 New U.S. government
economic strategy.
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coverage of debt service remains robust
and delinquency rates are low with
vacancy and retention rates also in line
with its latest forecast.

REGIONAL SPREAD
Commenting on institutional investor
appetite for rental property across the
U.S., Bordia notes investors are looking
beyond major U.S. cities to explore the
potential of smaller cities and towns
where demand is high.
“From a geographical perspective,
institutional investors have been more
active in certain specific cities and closer
to urban areas. They are looking beyond
New York and San Francisco to cities like
Minneapolis, Denver, Chicago, Cincinnati
and Nashville. These are not the biggest
metropolitan areas but can offer lower
capital risk exposure,” he adds.
With demand steadily rising, Bordia
remains optimistic about prospects for
the sector for 2017. However, he also
remains alert to potential risks. “While
we anticipate high-single-digit unlevered
returns in the sector in the year ahead, no
asset class is entirely immune from risk.
One of the reasons for institutions

market is not political, regulatory or
related to mortgage credit availability
— it is the threat of a major economic
downturn. If the U.S. economy were

 U
 .S. Federal Reserve activity for
potential tightening.
 Rental demand.

to seriously underperform, it is likely
rental occupancy numbers would fall
and rent growth would flatten. That said,
we see no major threats on the horizon
indicating a downturn is imminent.”
While there has been a handful of
recent securitizations in the private
label mortgage market, Bordia also
thinks it unlikely the market will see
a return of the high-risk property
investment strategies that damaged
both investors and corporate
reputations in the late 2000s.
“The few securitizations we have seen
in the private label have tended to
be of pristine quality and with total
annual issuance of less than a few
billion dollars — in a market which had
$2.5 trillion outstanding at the peak.
Since the financial crisis, a lot of new
regulation has been introduced and
there is almost zero appetite for some
of the more risky investments which
were common back then,” he adds.

grabbing a higher market share in
the single-family rental market is
because many retail investors have
not been able to qualify for a mortgage
or are not getting rates which are
attractive. If that were to change and
mortgage availability comes back to
the market, it could prove challenging
for institutions to ramp up portfolios.
However, we are seeing no sign of
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Past performance is not a guarantee or a reliable indicator of future results. All investments involve risk including loss of principal. Certain
investments involve greater or unique risks that should be considered along with the objectives, fees, and expenses before investing. Alternative
strategies (including hedge funds and private equity) may involve a high degree of risk and prospective investors are advised that these strategies are
suitable only for persons of adequate financial means who have no need for liquidity with respect to their investment and who can bear the economic
risk, including the possible complete loss, of their investment. The strategies will not be subject to the same regulatory requirements as registered
investment vehicles. The strategies may be leveraged and may engage in speculative investment practices that may increase the risk of investment loss.
Investors should consult their investment professional prior to making an investment decision.
Amherst Capital Management LLC is a real estate investment specialist. Amherst Capital was established in 2014 as a majority-owned subsidiary of
BNY Mellon, and is minority-owned by Amherst Holdings, LLC, a financial services holding company with more than a 10-year history of utilizing its
mortgage expertise to assist clients in navigating the real estate capital markets. Amherst Holdings is not an affiliate of BNY Mellon.
Views expressed are those of the author(s)/manager(s)/advisor(s) stated and do not reflect views of other managers or the firm overall. Views are current
as of the date of this publication and subject to change. This information should not be construed as investment advice or recommendations for any
particular investment. No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission.
In Canada, securities are offered through BNY Mellon Asset Management Canada Ltd., registered as a Portfolio Manager and Exempt Market Dealer
in all provinces and territories of Canada, and as an Investment Fund Manager and Commodity Trading Manager in Ontario. The Dreyfus Corporation,
Amherst, and MBSC Securities Corporation are subsidiaries of BNY Mellon.
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