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Investors Fill Void in Housing Market

BY REBECCA PICCIOTTO

Individual home buyers are largely locked out of the housing market as home pnces continue to climb and interest rates
remain stuck. But investors are buying, and dominating the market.

So far in 2025, investors who buy homes to flip or rent out have made. up’ ‘ail;o 30% 0f purchases of both ex}sting and
newly built single-family homes, the highest share on record, accordmg to pfo analytics firm Cotality, which
started tracking the sales 14 years ago.

There is also a change in the makeup of single-family residenti investors, who have become a powerful force in the
U.S. housing market. This buying group was once ﬂoodgdfﬁth large pnvate equity firms such as Blackstone and
Starwood Capital Group. Py, N\

But in the first half 9£-th1s year, small mvesto made up aboq(Z\S %’-\’Lo tj;ése home purchases, while large investors
accounted for aboﬁt 5% ph av- §

/

erage, according to Cotahty s data. This g]gft happened mostly because large investors and traditional home buyers have
slowed down while small mvestors are’holdmg steady.

Small investors, who own fewer | an 100 homes, are securing more discounts and financial incentives from sellers
eager to close deals qu1ck1y as inventory piles up and traditional home buyers sit on the sidelines, waiting for stubbornl
high prices to fall. '

“It’s not just the- Blackstenes of the world anymore,” said Rajan Bhatt, president of Strand Capital, which has purchased
about 100 homes in.markets including Chattanooga, Tenn., and Indlanapohs Home investors, of course, also are
sensitive to the high prices and interest rates that have made this year’s selling season a dud. Some large buyers that
pioneered the real-estate investment business after the global financial crisis are slowing down their acquisitions as
costs surge.

Local and federal regulators also have been cracking down on investors buying up homes, which they claim makes ﬂ
harder for regular buyers to compete and drives up prices even further.

_Big investors Invitation Homes, Progress Residential and Amherst are\all disposing of more homes than they are buying
so far this quarter, accordmg to data from real-estate analytics firm ParclLabs—“We’re acquiring at a fraction of what
we were several years ago,” partly because of high interest rates, said Chris Avallone, chief financial officer of Amherst,
which owns about 46,000 homes.

So why are smaller investors more active? For starters, even with prices and interest rates high, they still see a solid
business in buying, fixing up and renting out single family homes. /

Strand Capital, the small real-estate private-equity firm, targets single-famity~\homes within the $250,000 pnce range. It
will make about a $75,000 down payment and invest up to $15,000 ixf light rehovations. It will then ¢ ,000 to
$2,200 a month in rent, with the expectation that the home price w111‘@ppre,o{ate 5% each year. After Strand

will try to sell the home at a profit.

Smaller firms say they can take more risk than big institutions because they don’t have to report to pension funds or
other outside stakeholders. They are also benefiting because they are competing against fewer traditional home buyers
who have checked out of the market because of higher prices. They might offer all-cash bids, avoiding high interest
rates, and can close in a matter of weeks rather than months.




Home builders have often cut big deals with the large single-family residential companies such as Invitation Homes.
Until recently, small investors had to fight harder for those same dlscounts

That changed this year because builders are confronting a glut of supply in certain markets such s Texas and Florida.
They are now rushing to clear their inventory and free up cash on their balance sheets. & ‘

Builders including Lennar and D.R. Horton are offermg more discounts and other mcentl,,,_ S Tn@ 38% of builders
reported lowering prices on their deals, the most since 2022, according to the Natlonal Assoc1at10n of Home Builders.
Casey Sherman, a senior director at JLL’s capital markets branch in Charlotte, N.C., ;'said he has helped about a dozen
clients break into the singlefamily home investment sector over the past year arid:a half Some of these new clients are
small funds representing wealthy individuals who had previously 1nvested in mdustnal or office real estate. Others are

multifamily investors looking to expand.

Bruce McNeilage is eyeing these new players as they enter the arena. “New companies are getting into the market, it
seems like every week,” said McNeilage. “Some are dipping their toes in the water. Some are starting to put their whole
foot in.”
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