
Mack connects with ‘A Rentership Society’ 
author at Morgan Stanley Research.

THEreal estate team at Morgan Stanley Research recently released a report entitled ‘A Rentership Society’ 
where they present the fundamental trends driving the strong demand for multi-family and single-family 

rental housing throughout the country .  Oliver Chang heads up this research group at Morgan Stanley, so the redevelop-
ment and rental professionals at the Mack Companies talked with Chang to share their experiences of providing successful 
single-family rentals over the past 14 years.  Not surprisingly, the people at Mack see first-hand many of the growth drivers 
highlighted in this research.

Chang’s team coins a new term, ‘Rentership Society’, a play on the ‘ownership society’ in the last decade, by sum-
marizing their conclusions this way: “…we believe that the US will become a Rentership Society, in which the 
homeownership rate will keep falling, the homer-
entership rate will conversely rise, and the rental 
market will dominate the investment landscape in 
housing for years to come.”  Jim “Mack” McClel-
land, President & CEO of the Mack Companies 
concurs based on the combination of a basic human 
need for shelter and limited home purchase options.  
“The demand for housing hasn’t gone away. We have 
just shifted from a purchaser society to a rentership 
society.  People will always need a place to live, and 
we provide a wonderful option to purchasing.”  

Everyone agreed that both longer term issues and 
current conditions would continue to be supportive 
for most, if not all, housing rental segments going 
forward.  The Morgan Stanley research cited data 
that household formations have now been grow-
ing for the last three years, and any improvement in 
employment, even slowly, is likely to generate incre-
mental demand for some type of housing.  With constraints on house purchases, a higher proportion is expected 
to end up in the rental markets.  They cite Harvard University’s Joint Center for Housing Studies, which estimates 
that excess rental supply could be absorbed within a year. For single-family homes in which Mack specializes, there 
is a limited supply for the rentals most in demand by those that want a family lifestyle.  Mack sees it this way, 
“With residential new construction at all time lows, the demand for our rental product has never been higher. 
How is a family of five going to live in a two-bedroom apartment? They need housing, and we feel high qual-
ity rental homes are the answer.”  No wonder there is a long waiting list for those that want to move into a Mack 
rental home.  And Mack’s renters obviously like what they get as the average tenant stays for 4.8 years.

Since the Morgan Stanley report picked up on the double-barreled impact of distressed mortgage liquidations, 
both a potential rental unit and a potential renter for each one, Mack went through their approach to almost 
completely rehabbing a house before renting it.  Mack strongly prefers to call it ‘redeveloped’ since in a very short 
period of time, usually four to six weeks, all new HVAC, plumbing, electrical, appliances, kitchens, bathrooms, flooring
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and most often, a new roof, is completed.  Mack wants a new rental family to feel like they have moved into a new 
home.  Not only does each new rental asset start out in very good shape, it is easy to keep it that way in a cost ef-
ficient way.

Mark Morgan, financial advisor to Mack, participated in the discussions and had this to say, “Oliver and his group 
captured a fundamental shift in the way housing needs will be satisfied as a result of the housing boom and bust 
in this Great Recession.  In past economic cycles, rental housing was often assumed to refer to multi-family units, 
mostly apartment buildings, when in reality, there has always been a demand for renting single-family homes.  The 
‘Mack Method’ of redeveloping distressed houses into high quality rental homes in solid middle-income commu-
nities meets the growing demand in this underappreciated segment.  Everyone at the Mack Companies takes great 
pride in providing high quality product and service to their customers, and they’ve got 14 years of experience in 
doing so.  That combination is the right mix for a good business and exceptional investment returns.”

Here are all of the conclusions from the Morgan Stanley Research report, “A Rentership Society” :

    •The combination of falling home prices, limited mortgage credit, continued liquidations, and better rental op-
tions is fundamentally changing the way Americans live. We believe this change is at least semi-permanent, and is 
moving the country towards becoming a Rentership Society.

    •Excluding delinquent borrowers, the homeownership rate, which officially stands at 66.4%, would instead be 
59.7%. As rental households increase and owner-occupied households remain constrained by tight mortgage credit 
and distressed liquidations, the official homeownership rate should fall.

    •The demand for shelter is growing, but the lack of mortgage credit will drive this demand to the rental market 
at the expense of the owner-occupied market. As household formations grow and distressed liquidations continue, 
the demand for both multi-family and single-family rental units will likely increase.

    •Multi-family vacancies are already falling and rents are rising across the country, including in some of the hard-
est hit regions. Low levels of construction have limited supply, resulting in a booming market for multi-family 
rentals.

    •Each distressed single-family liquidation creates a potential renter household, as well as a potential single-fami-
ly rental unit. The better match of single-family properties for these involuntary owner-turned-renters should drive 
demand for single-family rentals.
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