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The Positives

* Helps current residents stay in their homes

Inhibits gentrification

Simple and direct approach — easy policy “sell”
* Reasons are well-intentioned

* But positive outcomes are constrained to the short-term




50 Years of Research

* 1970, NYC Rand Institute, Reforming Rent Control in New York City: The Role of Research
in Policy-Making

e 1976, The Fraser Institute, Vancouver, Rent Control: A Popular Paradox, Evidence on the
Economic Effects of Rent Control

e 1991, U.S. Department of Housing and Urban Development, Report to Congress on Rent
Control

e 1994, GeoData Analytics, Rent Control : Affordable Housing For The Privileged, Not The
Poor, A Study of the Impact of Rent Control In Cambridge, Massachusetts

e 1997, National Bureau of Economic Research, The Misallocation of Housing under Rent
Control

e 2003, The Manhattan Institute, Rent Control and Housing Investment: Evidence from
Deregulation in Cambridge, Massachusetts

e 2017, Rutgers University Center for Real Estate, Taking the Long view on New Jersey’s
Housing Affordability




Modeling the Impacts of Rent Control

* Study commissioned by NAA

* Model Assumptions
* 7% Cap on Rent
* 4 Pilot Markets: Chicago, Portland, Seattle, Denver
* Probability of a 7% increase in rent — conservative estimates

* Measures Impacts on:
1. Housing Stock
Rents
Rental Income
Property Values
Property Taxes
Spending on Maintenance & Repairs
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Source: Modeling the Impact of Rent Growth Caps on Metropolitan Apartment Markets, Capital Policy Analytics for NAA, 2019




Impacts on:.Rental Income & Maintenance Expenditures \

Annual Impacts

S0.0
($5.0) * Income loss estimates
include income lost
(>10.0) due to restricting
rents and income lost
»  ($15.0)
é from foregone
s ($20.0) construction.
U)_ .
e Maintenance
($25.0) spending includes
repairs, remodeling,
($30.0) interior and exterior
additions and
(535.0) replacements.

Chicago Denver Portland Seattle

HIncome @Maintenance Expenditures

Source: Modeling the Impact of Rent Growth Caps on Metropolitan Apartment Markets, Capital Policy Analytics for NAA, 2019




Impacts on.Property Values & Taxes

———— Shaping the Future of Build-to-Rent
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Source: Modeling the Impact of Rent Growth Caps on Metropolitan Apartment Markets, Capital Policy Analytics for NAA, 2019




Housing Units:will Not be Built

~——— Shaping the Future of Bulld-to-Rent

Annual Impacts to Housing Stock

Seattle, (1,739) e The market rent for

an apartment
provides a signal to
investors and
builders on the
potential profitability
of new projects.
Rent control blunts
that market signal
and changes the
supply of future
apartment units.
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Source: Modeling the Impact of Rent Growth Caps on Metropolitan Apartment Markets, Capital Policy Analytics for NAA, 2019




Future Implications — Portland, OR

35,995

Portland needs 35,995 NUnitS
. eeded
new rental units by

2030 21,052

Maintenance Risk

12,147
Remaining

Sources: U.S. Apartment Demand — A Forward Look, Hoyt Advisory Services for NAA and NMHC, 2017

Modeling the Impact of Rent Growth Caps on Metropolitan Apartment Markets, Capital Policy Analytics for NAA, 2019



Future Implications /- Seattle, WA
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Sources: U.S. Apartment Demand — A Forward Look, Hoyt Advisory Services for NAA and NMHC, 2017
Modeling the Impact of Rent Growth Caps on Metropolitan Apartment Markets, Capital Policy Analytics for NAA, 2019




Future Implications ‘- Denver, CO
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Sources: U.S. Apartment Demand — A Forward Look, Hoyt Advisory Services for NAA and NMHC, 2017
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Future Implications - Chicago, IL

Chicago needs 35,225 42,460
new rental units by Maintenance Risk
2030
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Sources: U.S. Apartment Demand — A Forward Look, Hoyt Advisory Services for NAA and NMHC, 2017

Modeling the Impact of Rent Growth Caps on Metropolitan Apartment Markets, Capital Policy Analytics for NAA, 2019 1




- Shaping the Future of Bulld-to-Rent

New Research Shows Impacts are Already Here

Cap Rates Rising in Most Rent Control Markets
US apartment cap rates by market
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"'No ShOrtage of Media' s .

“Amid New York Rent Regulations, Multifamily Investors Buy-Up Free-
Market Units” - Globest, 9/26/19 on Avison Young report

Portland transactions and rent growth slow — Yardi Matrix “Portland
Multifamily Report, Summer 2019” in Multi-Housing News, 7/16/2019

“Assessing Oregon’s Rent Control Four Months In” — Globest, 7/22/19, on potential
impacts to lending and new construction

“Freddie Mac CEO has this Observation about Rent Control” — Globest,
8/05/19, on risk for lenders due to rent control

“New York’s Multifamily Market had its Slowest First Half of the Year Since 2011” —
The Real Deal, 07/16/19, on Ariel Property Advisors Report
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Economists. Overwhelmingly Agree_' |

“The analysis of rent control is among the best-understood issues in all of economics, and
— among economists, anyway — one of the least controversial. In 1992 a poll of the
American Economic Association found 93 percent of its members agreeing that “a ceiling on
rents reduces the quality and quantity of housing.” Almost every freshman-level textbook

contains a case study on rent control, using its known adverse side effects to illustrate the
principles of supply and demand.”

- Paul Krugman, New York Times, June 7, 2000, “Reckonings: A Rent Affair”
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National Outlook

Sustained industry prosperity
* Low vacancies
e Rent growth

But little unit growth
* Need for 4.6 million units by 2030 (Weareapartments.org)
e 7.3 million unit deficit
e 11.3 million units that need renovation

Growing politics of Affordable Housing




National Problem: Affordable Housing

Problem: Lack of diversity in housing stock has hurt the community
Policy Solution: Identify, overcome impediments and build needed stock
Political Impediments:

Difficult to build

Professional advocacy groups

Too easy to tax/assess and regulate

Larger constituency




 Fallout from lack of Affordable Housing |

Before Tenancy During Tenancy

* Inclusionary Zoning e Rent Control

e Housing Trust Funds, Linkage Fees, * Code Enforcement
Transfer Fees, Inspection and
Registration Fees

e Screening for Criminal, Credit and
Source of Income After Tenancy

e Emotional Support Animals e Limits to Eviction (Cause)

* Inspections

e Relocation Assistance
e Security Deposits




Policy:
No Easy Solution

Issue:
Affordable Housing Shortage

Electeg@Dfficial:
eed To Do Something

Constituency:
Tenants Rights Groups




Rent Control-Related Initiatives

Source: FiscalNote

Rent Control Bills by Latest Status

US Congress

e 2018 — 56 Rent Control Initiatives

e 2019/2020 —Rent Control
Ordinances Enacted

Inglewood, CA

Los Angeles County
Milpitas, CA
Hayward, CA
Sacramento, CA
Culver City, CA
Oregon

New York
California




Questions?

Rick Snyder
R.A. Snyder Properties, Inc.

Paula Munger

National Apartment Association

pmunger@naahg.org rick@rasnyder.com
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