AMPLE CAPITAL DRIVES GROWTH
IN MANUFACTURED HOUSING

Overall investor interest in manufactured housing is on the rise, thanks in part to changes
in Fannie Mae and Freddie Mac financing for the sector.
By Carl Pankratz, NorthMarq Capital

A

s we turn the page on another
successful Manufactured Housing Institute National Congress
and Expo, several themes are emerging.
From the amount of capital in the
market to the changes in the government agencies to continued reforms in
financing for chattel, or homes, the industry of manufactured housing heads
into the second half of 2017 with substantial momentum, thanks in part to a
number of new entrants in the market.
A few statistics shared at the conference reveal the interest in the manufactured housing industry as a whole. First,
this conference saw the most attendees
for a National Congress and Expo since
2007. Second, the first quarter of this
year has already seen a 23 percent increase in housing shipments over last
year, with year-over-year increases of
around 17 percent.
There are likely a few reasons for this
increase. But above all else, capital is
plentiful, fueled by heightened interest
in the industry in the private equity and
REIT space, as well as low interest rates.
With so much capital comes more interest. This interest has led to less ownership by traditional “mom-and-pop”
entities and more competition, thus
lower cap rates. In some regions, parks
trading with sub-5 percent cap rates are
seeing multiple offers. For parks with
more than 150 pads, the competition is
even more fierce, as those have traditionally been targets for REIT and private equity interest.
Also fueling this competition is the
very attractive debt offered by both Fannie Mae and Freddie Mac. Around three
years ago, Freddie made a big push into
financing manufactured housing communities via its ability to look at 3-star
communities.
With this product, Freddie was able
to work with community owners who
didn’t have a “4 star” or higher rating
to qualify for Fannie Mae loans, or those
who previously only used CMBS debt
for their non-recourse needs.
Likely viewing the success by Freddie
in this space and seeing the continued
need, Fannie reviewed its standards
and dropped requirements to make its
loans very competitive from an underwriting standpoint. Changes included
removing the need to have 50 percent of
the pads be “double-wides,” allowing
this product into its small balance loan
program and enabling more “3 star”
parks to be considered. Now, more park
owners have two great options with the
agencies.
The biggest barrier to entry made
by both agencies continues to be a restriction on the amount of park-owned
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homes. Fannie now allows the proportion of park-owned homes on acquisitions to be as high as 35 percent. However, the standard for both agencies
continues to be around 25 percent.
This limitation on park-owned homes
hinders the ability of some communities to take advantage of this financing. Thus, there is still a strong need for
CMBS, bank and other capital sources.
Capital sources are plentiful in financing communities, but lack of financing of options for chattel, aka homes,
continues to be a drag on the industry.

InterFace

For families looking to finance an individual manufactured home, lending
rates continue to climb, leaving fewer
options. However, positive trends seem
to be emerging to relieve this burden,
with both Fannie and Freddie having
released their latest duty to serve plans.
At the conference, representatives
from both agencies recognized the
need for a secondary market to trade
in chattel and are looking for ways to
best accomplish this feat. Although this
is not being done as fast as some would
hope, the recognition and movement to
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establish lending parameters is a good
start.
The industry looks strong as we enter
the second half of 2017 and beyond. n

Presents...

RETAIL INVESTMENT
& FINANCE
October 4th • New York City Bar Association • New York
Shopping Center Business and Texas Real Estate Business magazines and the InterFace Conference Group will host the
InterFace Retail Investment & Finance on October 4th in New York City.
InterFace Retail Investment & Finance will be a national information and networking conference bringing together the
leading buyers and sellers of retail real estate as well as the capital sources, lenders and intermediaries financing the
transactions.
This one-day event will attract institutional, opportunity fund, REIT, private capital and overseas owners, investors and
developers, leading investment sales professionals, top commercial banks, credit companies, LICs and mortgage banks.
InterFace Retail Investment & Finance will kick off with an opening networking reception on the evening of Tuesday,
October 3rd. The conference will run from 8 am-4 pm on Wednesday, October 4th, and include six panel sessions and a
keynote speaker, and five+ hours of networking and dealmaking.

If you invest in or finance retail real estate, this will be a can’t miss event!
TOPICS TO BE DISCUSSED:

WHO SHOULD ATTEND:

•

Anyone involved in retail real estate investment,
development and lending including:
• Owners/Investors/Developers
• Lenders/Financial Intermediaries from across the
capital stack
• Retailers & Retail Consultants
• Investment Sales Brokers, Appraisers, Attorneys
• Private Equity & Opportunity Funds, Foreign Capital,
Sovereign Wealth Funds
• Asset Managers

•
•
•
•

Who’s buying? Who’s selling? Where are cap rates and
transaction volume?
The Retailer Perspective: Retailers tell investors why they
should continue to invest in shopping centers
Mall outlook and strategies to re-develop troubled projects
To what degree is negative publicity about the sector and
some retailers impacting the market?
What is the availability, and cost, of debt & equity capital for
retail property and portfolio transactions and what elements
of the capital stack are most active?

Early Bird Registration Rate of $495 Available Until August 18th
For sponsorship information, contact Scott France: (404) 832-8262 • scott@francemediainc.com
For speaking opportunities, contact Richard Kelley: (914) 468-0818 • rkelley@francemediainc.com
For registration information, contact Alicia Lewis: (404) 832-8262 • alewis@francemediainc.com
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