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LANDLORDS PROSPER
UNDER RENT REGULATION

The repeal of vacancy decontrol will not threaten the
financial health of landlords as a whole. Rent control and
rent stabilization allow landlords to receive healthy profits
on their investments in New York City and suburban
apartment buildings.

Vacancy decontrol provides landlords with a significant
financial windfall, but landlords do not need vacancy
decontrol in order to prosper. In fact, landlords' returns on
investment have increased considerably under rent
regulation.

Based on the most recent data available from 2007, the
average owner of rent-stabilized apartments in New York
City spent only 62 cents of each rent dollar collected on
operating costs, leaving 38 cents for net operating income,
according to a New York City Rent Guidelines Board
analysis of the data from the city Department of Finance.
This is a steady increase in income from previous years:
37 percent in 2006, and 34.1 percent in 2005. With 8.5%
rent increases approved by the Rent Guidelines Board last
year, this profit margin is unlikely to drop.

In Nassau County, the net operating income of the aver-
age rent-stabilized landlord has held steady at 30 to 31
percent for the last three years, according to the New York
State Division of Housing and Community Renewal. In
Westchester County, landlords have enjoyed a net operat-
ing income of 28 to 29 percent for the same three years.

These figures do not show the landlord's rate of return on
investment - the relationship between income and the
amount of the landlord's investment. But this relationship
depends in large part on the initial sale price of the
property, which in turn depends on expected rental
income.

Prices of apartment buildings are traditionally interpreted
as multiples of the rent roll — multiples that vary according
to the interest rate and speculative trends. Buildings are
bought and sold at open market prices, and investors will
only pay what they think a building rent roll warrants.
Because rent rolls are lower in rent-regulated buildings,
such buildings are purchased for less than unregulated

buildings. As a result, those who buy rent-regulated buildings
experience ample market returns on the capital they invest. The
vast majority of buildings have been sold at least once since they
became subject to rent regulation.

The small number of buildings that lose money for their owners
almost always represent cases where income is limited by
tenants' ability to pay, not by rent regulation. Non-payment and
vacancy tends to be a bigger problem than stabilized rents for
these landlords. In a few well-publicized cases, the problem is
irresponsible investment by landlords and inflated sales prices.

Under rent regulation, apartment buildings in New York City and
the suburbs remain a sound investment. Repealing vacancy
decontrol will in no way make rent-regulated properties bad
investments. Landlords will still enjoy healthy, even robust, net
operating incomes.

Sources: New York City Rent Guidelines Board, “2009 Income and Expense Study,” April 21 2009.
NYS Division of Housing and Community Renewal, analysis of Income and Expense
schedules submitted by landlords of properties subject to the Emergency Tenant Protection Act of 1974.
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