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What Blackstone’s Ultra-Successful Securitization Means to You
By Alex Sifakis, President
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Last week, Blackstone’s Invitation Homes 
completed the first ever U.S. securitization 
of single family rental homes (SFR) – 
and from all accounts the deal was a 
wild success for Blackstone. Now, this is 
obviously great for Blackstone – but what 
does this mean to you, the average SFR 
investor?
I would like to take a step back to explain 

a couple basics of the deal for those that 
might be unfamiliar with securitization 
(which has a negative connotation to most 
of America now because of its correlation 
with the housing crash).  Securitization 
is basically a fancy form of financing that 
enables those investors that are capable 
of it (large investors, with assets in the 
$100’s of millions) access to the bond 
market, where they can get cheaper debt 
than can be had in a traditional real estate 
transaction.  
Blackstone’s initial securitization is only 

comprised of 3,207 of their total 40,000+ 
homes.  Blackstone purchased the 
properties for $444.7M, and put repairs 
of $98.1M into them, for a total cost basis 
of $542.8M.  According to the brokers 
hired to value the properties, they were 
worth a total of $638.8M.  Blackstone 
securitized the rental income stream on 
these 3,207 rental homes (spread across 
5 different states) for a total of $479.1M. 
This means that they offered new debt 
to bond investors that is collateralized 
with the rental income stream on those 
properties.  Rating agencies (Moody’s, 
Kroll, and Morningstar) were hired to rate 
the quality of the debt they were offering. 
The rating affects how risky investors view 
the securities, and therefore the interest 
rate that the investors will require to be 
paid to account for that risk. Almost 60% of 
the debt was rated AAA, the highest rating. 
The overall cost of capital to Blackstone 
from the securitization was ~2.01% (LIBOR 
+~1.66%.  LIBOR is currently at .35%). 

investors are able to get financing at 
2% from securitization, it makes a lot of 
financial sense for them to buy properties 
at 5-7% cap rates – they are getting a 3-5% 
spread between their income stream and 
their debt payment.  This will continue to 
spur demand from those large investors, 
which will spur demand from the medium 
size “aggregators”, such as JWB, who can 
provide properties to those large investors.  
As we all know, increased demand leads to 
increased prices.

So, overall, the news of Blackstone’s 
securitization is extremely positive news 
for real estate investors and the housing 
market as a whole, especially in the short 
term (2-3 years).   In the long term (3-8 
years), low cost of capital and “irrational 
exuberance” among investors could lead 
to rapidly increasing prices and another 
housing bubble.  However, we are a long 
ways away from that currently (as we had 
discussed in an earlier newsletter article, 
the CURRENT rapid rise in prices is due to 
a historically low supply of houses, not to 
any investor “irrational exuberance”, and 
is being driven primarily by homeowners).  
Now is a pretty exciting time for us in 
the SFR space, and JWB will continue to 
monitor future developments and keep 
our investors informed!

Alex Sifakis is the President of JWB Real Estate Capital. JWB 
serves clients in 10 countries and 32 states who have invested 
in over 700 investment properties since 2006. In 2012, JWB was 
recognized as the #12 Fastest Growing Real Estate Company in 
the US by Inc. Magazine. To learn more about our team and our 
investments, please call (904) 677-6777.

While individual investors like you and I 
need to go to banks or private individuals 
for loans and pay 5% or 6% interest rates; 
because of securitization, large investors 
such as Blackstone can get insanely low 
interest rates on their properties. 
So, back to the original question: What 

does this mean to you, the average SFR 
investor?
1. SFR as an institutional asset class is here

to stay.  There has been a debate going on
in the institutional world about whether 
single family rental properties as an 
institutional asset class were going to be 
a flash in the pan, or here to stay for the 
long haul. The success and valuation of 
Blackstone’s offering is a clear indication 
that bond investors view it as a viable, 
long-term asset class.  This leads to the 
main takeaway, point #2:

2. Investor demand should remain strong,
which will continue to buoy prices. 
Blackstone and other large investors 
have been buying properties at 5-7% 
cap rates (the cap rate, if you remember 
from earlier newsletters, is the net cash 
on cash return from the rental income 
on a property if the investor paid all cash 
for the property).  5-7% is historically a 
low return for SFR real estate investors 
(for instance, JWB likes to buy properties 
at 7-10% cap rates). However, if large 

Note Size
(in mil)

Spread
(L=LIBOR)

Current 
Rate 

(Approx)

A 278.7 L+115 1.50%

B 34.3 L+135 1.70%

C 47.1 L+185 2.20%

D 31.5 L+215 2.50%

E 46.01 L+265 3.00%

F 41.53 L+365 4.00%

SUMMARY 479.14 2.01%
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JWB Volunteers with HandsOn Jacksonville
By Victoria Smart, Marketing Assistant

HandsOn Jacksonville helped JWB kick off the holiday season a little 
early this year by preparing for “A Visit from St. Nicholas”.  This is the 
organization’s signature event, and 2013 marks the 10-year anniversary 
of bringing this magical event to life to our most challenged elementary 
schools.
In preparation for this event, JWB teamed up in a warehouse to unload 
and sort thousands of toys, supplies, and books that will be delivered 
to the children.  By the time afternoon hit, the tables were lined 
with items ranging from jump ropes to chalk, and toy frogs to books.  
HandsOn Jacksonville brought light to the reality that many children do 
not own a single book that they can call their own, and this event helps 
to give them the gift of reading.
JWB is committed to serving two days in December to help pack the bags 
full of gifts and also help deliver them to children the next morning.  
We will be reading to children about the holiday spirit they will see 
throughout the month of December, and also will be accompanying a 
real life St. Nicholas who will visit each classroom.

Teammate of the Month
Teammate of the Month is an honor that 
is voted on by our team and is awarded to 
someone who continually goes above and 
beyond, and is a rock star all around!  As we 
continue to add A-Players to our JWB Family 
the voting only gets harder.  The winner 
receives a $100 gift certificate, their own 
parking spot, and recognition from the team!

KASANDRA JOYNER
Acquisitions Coordinator

What Kasandra’s teammates
are saying about her:

“My vote for Teammate of the Month is 
KJ. I think her knowledge of what we do 
and how we do it surpasses most. She is 
always sharing encouraging thoughts with 
me and she works hard to make me feel 
like part of the team.” – Krysta Bowles

“There are several people I want to vote 
for but this month I’m going to vote for 
KJ. KJ is always willing to help and offer 
advice. She is very knowledgeable about 
all aspects of the team and that leads to 
being a great team player that can and 
does help assist when things get busy. 
I think she’s a great team player and 
deserves some recognition for all the hard 
work she does!” – Stephanie Rhodes

“I vote for this teammate because she 
juggles a lot at one time and is in the 
position of making crucial decisions for 
the company. She always bring smiles 
to everyone’s face no matter how our 
days are going. So, who is this awesome 
teammate? Who rocks JWB on a daily 
basis? That would be none other than:  KJ” 
– Michael Fisher

“She’s been a rockstar teammate the 
last couple of months on Acquisitions 
team. She is a go-to resource for 
EVERYONE in the office and I’d be lost 
without her.” - Lauren Traxler

JWB Family huddled together after teaming up to serve the Jacksonville community

JWB Teammates Tarah (left) and Amanda 
(right) were all smiles

John (left) and Eric (right) Preparing 
the Toys 
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New Homes Get Built With Renters in Mind
Investors Snap Up Finished Single-Family Homes, Develop Vacant Lots, for a Hot Market
By: Connor Dougherty

More single-family homes across the 
nation are being built for renters, a 
shift that mirrors a steady decline in 
homeownership in the years since the 
housing bust.
Until recently, real-estate investors had 

focused primarily on scooping up tens 
of thousands of foreclosed homes, at 
a sharp discount, and converting them 
into rental properties. Now that the 
pool of these properties has declined 
and prices have risen, these investors 
are snapping up newly finished single-
family homes to be used as rentals, or 
even developing vacant lots from the 
ground up.
Last year 5.8% of the 535,000 single-

family homes started were being built 
as rentals, up from 4.8% in 2011 and 
the highest share since at least 1974, 
according to an analysis of census 
data by the National Association of 
Homebuilders. From 1974 to the home-
price peak in 2006, only about 2% of 
single-family homes were built for 
rentals.
Vanessa Finch sees her new rental as 

a waypoint. Ms. Finch, a 37-year-old 
human-resources manager, recently 
moved into a newly built rental home 
in Jacksonville, Fla. Ms. Finch and her 
husband, who have four children, 
wanted to get to know the area before 
they buy. Their two-story, four-bedroom 
rental costs $1,400 a month, but unlike 
most rentals, it has new paint and fresh 
landscaping.
"A lot of the neighbors came by 

because they were interested," she 
says. "They were really surprised that 
there were brand-spanking new houses 
for rent. They had never heard of such 
a thing."
For investors, the interest in new 

homes reflects their belief that the 
rental market will continue to see strong 
demand and rising rents. While there is 
little data for the level of single-family 
home rents, apartment rents have 
shot up 11.3% since 2009, according 
to Reis Inc. REIS 0.00% Overall, about 
15 million of the nation's single-family 

homes were rentals last year, up from 
10.8 million in 2005, according to 
Zelman & Associates, a research firm.
Meanwhile, foreclosures and other 

distressed sales accounted for less than 
15% of all home sales in September, 
down from 21% a year earlier and 33% 
at the peak of the housing bust in early 
2009, according to CoreLogic, CLGX 
-0.68% a data firm.
The new homes-turned-rentals can be 

found both in new subdivisions or built 
on lots in long-standing communities.
Colony Capital LLC's Colony American 

Homes unit has about 1,000 newly 
built homes out of a total portfolio of 
15,000 rentals. The company purchases 
them from home builders and is able to 
customize the building along the way.
"We can say we want a three-bedroom 

home with 2,000 square feet with 
these kinds of finishings and they're in 
these communities where most of the 
families have lived there for a while," 
says Justin Chang, chief executive of 
Colony American Homes. "It's not like a 
whole subdivision of rental homes; the 
builder sells us 30 or 50 homes from the 
last build out."
For builders like Marc Jungers, 

institutional buyers offer a way to move 
homes in a hurry and keep cash coming 
in the door. He recently sold about 30 
newly finished homes to Landsmith LP, 
a San Francisco real-estate investment 
firm that plans to rent them out to 
tenants. Mr. Jungers says the newly 
built rental homes, because they are 
sold in bulk, are discounted between 
8% and 10% of what an owner-
occupant buyer would pay. "It gives us 
certainty of closing and helps us backfill 
a community," he says.
Building new rental homes undercuts 

part of the thesis of investing in single-
family rental homes. Investors were 
attracted to this market largely because 
they could buy houses for less than 
the "replacement cost" or how much it 
would cost to build a new home.
But investors say they can still make 

profits. They point out that new homes 
typically come with builder warranties 
and cost less to maintain, at least in the 
initial years of ownership.
Also, the cost of building a new home 

is relatively low these days if lots 
were purchased on the cheap. Take 
the case of Alex Sifakis, a 30-year-old 
entrepreneur who began his real-estate 
career in 2006 when he graduated from 
college and started buying and flipping 
properties.
Mr. Sifakis started buying empty lots 

at a discount during the downturn, and 
in the meantime he got a contractor's 
license so he could expand into 
development and build rental housing 
from the ground up. Mr. Sifakis's 
Jacksonville-based company, JWB Real 
Estate Capital, built 68 new rental 
homes last year, he says, and is on track 
to start somewhere between 70 and 90 
new rentals this year.
The homes are spread throughout 

the Jacksonville area, mostly as 
developments in older neighborhoods 
and subdivisions. JWB can rent them 
and still make money partly because 
land typically accounts for about 40% of 
the cost of building a home.
Landsmith bought about 1,800 

existing single-family homes over the 
past two years but has recently turned 
to buying new homes. The company 
has developed or bought about 600 
new single-family rentals in Houston, 
Indianapolis and Charlotte, N.C.
"So you could buy a house from 1990 

and get a 12% return. Now you can 
buy a brand-new house and get a 10% 
net return, so the spread isn't that 
dramatic given the uptick in quality 
you're getting," says Chang Kim, a vice 
president at Landsmith. "We're in a 
unique period where brand-new houses 
can be built for a low enough cost that 
single family rentals can work."

Dougherty, Conor., "New Homes Get Built With 
Renters in Mind." Wall Street Journal [New York] 
4 November 2013
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Client Hometown JWB Property address 
Denny D. Arlington, VA 8432 Jasper Ave

Dan & Cindy F. Laguna Niguel, CA 930 Wynfield Cir
Steve K. Neptune Beach, FL 2529 Randy Rd
Steve K. Neptune Beach, FL 2324 Vans Ave
Steve K. Neptune Beach, FL 3054 Yanlee

Thank You to our JWB Clients who Closed this Month!

2406 University Blvd W.
Jacksonville, FL 32217
(904) 677-6777

“Honored As The #12 
Fastest Growing Real Estate 
Company In 
2012!”
 – INC Magazine

(F IRST NAME),

Your November newsletter is hot-off-the- press.

Open immediately, sit back & enjoy!
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Brian Lawrence - Miami, FLAlan & Hanh Paradise - St. Louis, MO Roger Voisinet - Charlottesville, VA


