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Rising property prices has real estate
investors on hold
New Survey Finds More Investors Plan to Reduce Purchases and Hold Rentals for Five
Years or More

Jun. 05, 2013

Real estate investors are responding to higher prices by buying fewer properties in
the next 12 months and holding their rental properties at least �ve years or longer,
according to a national survey of real estate investors conducted by ORC
International for MemphisInvest.com and Premier Property Management Group.

Investor purchasing intentions have changed signi�cantly since ORC surveyed
investors in August, when only 30 percent said they planned to buy fewer properties
in the next 12 months than they did in the previous year.  In the latest survey, the
percentage of investors who said they plan to cut back on purchases in the coming
year has risen to 48 percent.  Only 20 percent of investors said they plan to increase
purchases compared to 39 percent 10 months ago.

While they may be buying fewer new properties in the year to come, over half of
investors who own rental properties plan to hold them for at least �ve years or
more.  One-third, 33 percent, of investors plan to keep them for 10 years or more.

“Higher prices are reducing returns on investment and investors are responding by
cutting back on their purchasing plans until conditions sort out.  Fewer foreclosures,
rising property values and competition from hedge funds are making it tough to �nd
good ideals on distress sales,” said Chris Clothier, partner in MemphisInvest.com and
Premier Property Management Group.

“On the other hand, investors are planning to hold onto their rental properties for at
least eight to 10 years and realize the bene�ts of rising rents and low vacancy rates. 
Cash �ow is much more important than appreciation,” said Clothier.
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Real estate investors play a major role in the national housing economy.  Investors
purchased 24 percent of all existing homes sold in 2012, a decline from 27 percent in
2011, according to the National Association of Realtors.  The drop in purchasing
intentions could result in a further decline in investor market share in 2013.

Holding on to Rentals 
Single-family rentals are the fastest growing component of households, expanding
over 25 percent since the 2005 peak in homeownership, according to Zelman &
Associates. The number of renter-occupied single family detached homes is about 11.4
million, almost 2.1 million (or 22 percent) higher than in 2006, according to the
Census Bureau.

More All Cash Sales 
How those who do plan to make purchases will pay for them has also changed over
the past 10 months.  In August, nearly one out of four investors said they will use all
cash on their next purchase and the balance would use some form of �nancing. 
Today the percentage has increased to 37 percent. Most investors today plan to use a
commercial mortgage.

“Cash sales make sense when prices are rising.  They lower investors’ costs,” said
Clothier.

About half of investors said real estate investing is harder today than when large
numbers of foreclosures started �ve years ago.  The entry of institutional investors
into residential real estate is often cited as a source of competition for properties and
a reason foreclosure inventories are shrinking, but only 13 percent of investors in the
survey said the large competitors have impacted their businesses while 54 percent
said they have experienced no impact at all.

However, more than half of the investors participating in the survey said they believe
that �ve years from now there will more real estate investors than there are today.

“The reasons people invest in real estate—cash �ow, passive income for retirement,
exceptional return–will be as important �ve years from now as they are today,”
Clothier said.

Survey Methodology 
The study was conducted using ORC International’s CARAVAN Omnibus survey using
both landline and mobile telephones on May 2-5/9-12/16-19 2013 among 3020
adults; 1,507 men and 1,513 women 18 years of age and older, living in the continental
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United States.  Some 1,970 interviews were from the landline sample and 1,050
interviews were from the cell phone sample.

The margin of error for the survey is +/-03 percent. All CARAVAN interviews are
conducted using ORC International’s (ORC) computer assisted telephone
interviewing (CATI) system. 

 

Accounting  • Small Business

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE
Sponsors.

© 2024 Firmworks, LLC. All rights reserved

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://www.cpapracticeadvisor.com/section/accounting/
https://www.cpapracticeadvisor.com/section/small-business/
mailto:info@cpapracticeadvisor.com

