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ISSUE: Rethink Fannie Mae and Freddie Mac’s Backing of Private Equity Investors in 
the Single Family Rental Market

In January, Fannie Mae agreed to back a 10-year, $1 billion loan to Invitation Homes (IH), the country’s 
largest owner of single-family rental homes and a division of the private equity firm The Blackstone 
Group L.P. This marks the first time that either Fannie Mae or Freddie Mac has guaranteed the debt 
of an institutional owner of single-family rental housing.36 The number of single-family rental units 
increased 35 percent from 2006 to 2016,37 as Blackstone and other large institutional investors bought 
up hundreds of thousands of foreclosed single-family properties at rock-bottom prices and converted 
them to rentals.

U.S. homeownership has also fallen to a 50-year low since the housing crisis amid strict lending 
standards, mounting student debt, and would-be buyers’ savings and credit diminishing during 
the recession. Even as millennials and first-time homebuyers now enter the market, they are having 
difficulty finding affordable houses to buy.38 IH homes are in the segment of single-family market 
suffering some of the tightest housing supply. The share of new homes 1,800 square feet or less 
(the typical size of entry-level homes) has fallen from an average of 34 percent of new single-family 
housing supply in 1999-2004 (prior to the housing downturn) to 21 percent in 2015, a nearly 40 
percent decline (see Figure 8).39 IH single-family rentals average approximately 1,850 square feet and 
their portfolio of homes are in 13 desirable markets concentrated in the Western U.S and Florida.40 IH 
and other institutional buyers of single-family homes compete with homebuyers seeking affordable 
homes to purchase.

Who Can Act: 
The Federal Housing Finance Agency (FHFA), Fannie Mae and Freddie Mac

NCRC’s Position:
Fannie Mae should improve access to affordable homeownership in traditionally underserved 
communities instead of backing private-equity giants on Wall Street that are converting single family 
properties into rentals. Among other steps, the Enterprises should improve their pricing for low- and 
moderate-income borrowers, increase their affordable loan product offerings, and improve marketing 
and outreach to African-American borrowers and other underserved borrowers and markets that are 
suffering specific setbacks in access to homeownership.

36 December, R. (2017, January 24). Blackstone wins Fannie’s backing for rental homes. Retrieved from http://www.
marketwatch.com/story/blackstone-wins-fannies-backing-for-rental-homes-2017-01-24. MarketWatch

37  Invitation Homes SEC Filing, Amendment No.1 to Form S-11 Registration, Preliminary Prospectus dated January 23, 2017.

38  CNBC, Why the supply of homes for sale is the lowest since 1999 (January 24, 2017).

39  Ibid at 51. Also see:  Joint Center for Housing Studies of Harvard University, State of Housing (2016).  

40  Id.
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With regard to the Blackstone deal, Fannie Mae must attach affordability and tenant protections to 
these rentals.

Construction of Smaller Single-Family Homes Has Yet to Rebound

THE STATE OF THE NATION’S HOUSING 20168

CHARACTERISTICS OF THE NEW STOCK
Single-family homes are getting bigger, with the median size 
in 2015 a record-setting 2,467 square feet. Indeed, only 135,000 
single-family homes completed in 2014, or about a fifth, were 
under 1,800 square feet—the lowest number and the smallest 
share of units this size going back to 1999 (Figure 8). The majority 
(58 percent) of single-family construction between 2000 and 2014 
occurred in low-density urban areas, with another 25 percent 
built in mid-density urban neighborhoods, 6 percent in high-
density urban neighborhoods, and 12 percent built in rural areas. 

Meanwhile, the median size of multifamily units fell from 
nearly 1,200 square feet at the 2007 peak to 1,074 square feet in 
2015, reflecting the shift in the focus of development from the 
owner to the rental market. Many new multifamily units are in 
large structures, with nearly half of the units completed in 2014 
in buildings with 50 or more apartments. In addition, a majority 
of newly constructed units were located in dense urban areas. 
Indeed, about 36 percent of all new multifamily units added 
between 2000 and 2014 were in high-density neighborhoods, 
and another 30 percent each in medium- and low-density sec-
tions of metro areas. Even so, growth in the multifamily housing 
stock during this period was even more rapid in rural areas (up 
24 percent) than in urban areas (up 19 percent). 

THE DEVELOPMENT LANDSCAPE
The gradual recovery in single-family construction largely 
reflects weak demand in the face of sluggish income growth and 
tight mortgage credit. But constraints on land, labor, and lend-
ing may also play a role. Metrostudy data show that the supply 
of construction-ready land (vacant developed lots) in 50 metro 
areas shrank by 30 percent from 2008 to 2013, before settling 
just above levels posted in the early 2000s. 

Land supply is firming across metro areas, including those with 
significant excesses during the housing bubble. In major Florida 
metros, for example, the average months supply of vacant 
developed lots soared after 2006, dropped precipitously after 
2009, and stabilized in 2015 at 34 months—within the 24–36 
month range considered normal. While experiencing milder 
cycles, major metros in California and Texas had only about a 
20-month supply of vacant developed land in 2015, raising the 
possibility of future constraints on building activity. Land avail-
ability in these large states, among others, thus bears watching.

Labor shortages could also be a damper on construction activity. 
More than 2 million workers left the industry between 2007 and 
2013, reducing the construction workforce to 80 percent of its 
2007 peak. According to a Census Bureau analysis, only 40 percent 
of those who lost their jobs between 2006 and 2009 had returned 
to their previous positions or to other jobs in the industry. Of the 
remaining displaced workers, more than half found work outside 
construction and the rest did not return to the formal labor force.

Source: JCHS tabulations of US Census Bureau, New Residential Construction data. 
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FIGURE 8

Key Housing Market Indicators 
Point to Strengthening in 2015

FIGURE 7

2014 2015

Percent 
 Change

2014–15 

Residential Construction (Thousands of units) 

Total Starts 1,003 1,112 10.8

       Single-Family 648 715 10.3

    Multifamily 355 397 11.8

Total Completions 884 968 9.5

       Single-Family 620 647 4.5

    Multifamily 264 320 21.2

Home Sales

New (Thousands) 437 501 14.6

Existing (Millions) 4.9 5.3 6.3

Median Sales Price (Thousands of dollars)

New 283.1 296.4 4.7

Existing 208.5 222.4 6.6

Construction Spending (Billions of dollars)  

Residential Fixed Investment 550.6 600.1 9.0

       Homeowner Improvements 134.8 147.8 9.6

Notes: Components may not add to total due to rounding. Dollar values are adjusted for inflation by the CPI-U for All Items.
Sources: US Census Bureau, New Residential Construction and New Residential Sales data; National Association of Realtors®, Existing Home Sales;  
Bureau of Economic Analysis, National Income and Product Accounts.

FIGURE 11. Source: Harvard Joint Center for Housing Studies, The State of the Nation’s Housing 2016, www.jchs.harvard.edu.  
All rights reserved




