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NYC Multifamily: Rent Increases to Support Cashflows Amid
Regulatory Restrictions

Approved Increases to Stabilized Rents Are Largest in a Decade
The relatively large rent increases New York City recently approved for
regulated apartments should support property cashflows in a sector
with shifting revenue drivers. Landlords are relying much less on capital
expenditure-driven rent increases. In turn, sponsor business plans likely no
longer assume any meaningful unit deregulations, of the kind that hobbled
at the time Stuyvesant Town (now in FNA 2017-M14 and FNA 2019-M25) or
Riverton Apartments (now part of the $506.3 million JPMCC 2021-NYAH
Portfolio).
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New York City’s Rent Guidelines Board (“RGB”) adopted a 3.25% annual rent increase on one-year
rent stabilized leases, and 5% on two-year leases. It marks elevated levels compared to the rent
increases the board approved over the past decade (Figure 1).
Figure 1. New York City Rent Guidelines Board Rent Increases, 2010-2022

Source: Rent Guidelines Board and Academy Securities
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The adopted rent increases may not fully address any inflationary pressures landlords are
facing, echoing the limitations of step-up leasing provisions in a high inflation environment we
recently discussed.1 But with some rent stabilized properties benefiting from J-51 tax exemptions
or abatements, property taxes at least, a major expense item, should remain stable even amid
the high inflation (Figure 2). The number of housing units newly receiving J-51 abatements
and exemptions increased 279.5% in 2021, to 7,362, according to NYC Department of Housing
Preservation and Development.
Figure 2. Costs Change for Buildings with Rent Stabilized Apartments, April 2021 to March 2022

Source: Rent Guidelines Board and Academy Securities

Rent Increases Take Center Stage Following Tenant-friendly Regulation
RGB’s new rent increases come as rent stabilized property cashflows now face several stricter
regulatory limitations, following the passage of the Housing Stability and Tenant Protection Act
of 2019. Such limitations put a greater focus on the RGB-approved rent increase to grow revenue
in New York’s rent regulated apartments.
•

1

Smaller Individual Apartment Improvement-driven rent increases. Historically
landlords relied on capital expenditure pass-throughs to tenants as a way increase
rents, and potentially deregulate units. Capital expenditures can be building-wide
or individual apartment improvements. In 2019 the Housing Stability and Tenant
Protection Act of 2019 reduced landlords’ ability to increase rents based on an
Individual Apartment Improvement (“IAI”). Before the law passage apartment
improvements used to permit a rent increase of (i) 1/40th of the improvement cost
for buildings with 35 units or less and (ii) 1/60th of the improvement cost for buildings
with >35 units. After, rent increases are limited to (i) 1/168th of the improvement

“Inflation-Resistant Leases: Rent Steps Offer Some Revenue Protection, though Not Much,” CMBS Special Topics, Academy Securities, June 8, 2022
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cost for buildings with 35 units or less and (ii) 1/180th of the improvement cost for
buildings with >35 units. The legislation also capped the work which qualifies under
an IAI to $15,000 for three improvements in any 15 years.
•

Capped Major Capital Improvements (“MCI”). Following the passage of the 2019
act, MCI-driven rent can increase by an annual maximum of 2%. The MCI increase
is temporary and should be removed after 30 years.

•

Increased deregulation protection. The 2019 act restricted the deregulation of
occupied apartments. It also limited high-rent high-income or high-rent vacancy
deregulation. From 1994 to 2019 about 6,662 units deregulated after meeting the
high rent high income thresholds, according to the RGB. About 170,000 units were
deregulated because of high rent vacancy during that period. In comparison, the
rent stabilized housing stock saw a net addition of 1,015 units in 2021. Indeed, the
confluence of deregulation restrictions in the 2019 act likely removed stabilized-tomarket conversions as a meaningful revenue driver for rent stabilized properties.
Recent deal documents explicitly allude to that. For example, the sponsor of the
JPMCC 2021-NYAH Portfolio notes that its business plan does not call for unit
deregulation, and investors should not expect any conversions.

A Few Troubled Situations on Regulated Properties
The new rent increases may also support the handful of troubled multifamily rent stabilized
loans. The vast majority of the large stabilized loans are performing (Figure 3). But a few loans
did run into trouble during the pandemic. For example, 35 Claver Place ($21.3 million, WFCM 2018C48), transferred to special servicing in November 2020. All 44 units in the Clinton Hill, Brooklyn,
building are rent stabilized. In turn, the 350 East 52nd Street loan ($32.1 million, WFCM 2018C46) transferred to the special in October 2021. The loan’s borrower is entangled in litigation
surrounding rent increases under the J-51 tax abatement. We also identified are few troubled
situations on recently built properties benefitting from 421a property tax exemption. For example,
1209 DeKalb ($46 million, COMM 2015-LC23) moved to the special in November 2020 for maturity
default. The property’s 11-year tax exemption is starting to phase out 20% annually beginning in
2023. The property will be subject to full real estate taxes starting in the 2027/2028 tax year.
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Figure 3. Large Rent Stabilized Loans
Loan

Deal

Jackson Park

JAX 2019-LIC

NYAH Portfolio

Loan Balance
($MM)

Units

DQ Status

Maturity

725.0

1,871

Current

October 2029

JPMCC 2021-NYAH

506.3

3,531

Current

June 2024

555 10th Avenue

CGCMT 2020-555

350.0

598

Current

December 2029

Yorkshire & Lexington Towers

BBCMS 2022-C16,
BMO 2022-C2,
CGCMT 2022-GC48

317.7

827

Current

June 2027

Manhattan Multifamily Portfolio

BX 2019-MMP

270.3

637

Current

August 2022

20 Exchange Place

FREMF 2017-KL1E

268.3

767

Late(WL)

February 2027

Acuity Portfolio

CFK 2020-MF2

244.0

1,132

Current

March 2027

416-420 Kent Avenue

CGCMT 2020-420K

238.0

857

Current

November 2030

The Aire

JPMCC 2013-C16,
JPMBB 2013-C17

201.4

310

Current

November 2023

Chelsea Centro

FREMF 2020-K1517

178.8

356

Current

October 2034

The West Coast

FREMF 2015-K42

165.0

318

Current

December 2024

80 Lafayette

FREMF 2015-K46

161.3

262

Current

March 2025

TriBeCa House

COMM 2018-HOME

160.0

503

Current

March 2028

The Fairfax

FREMF 2020-K1518

145.0

312

Current

January 2035

Source: NYS Homes and Community Renewal, MCIA and Academy Securities
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Disclaimer
Although certain information has been obtained from sources believed to be reliable, we do not guarantee
its accuracy, completeness or fairness. We have relied upon and assumed without independent verification,
the accuracy and completeness of all information available from public sources.
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by Academy Securities for any purpose including buying, selling, or holding any security. Views and
opinions are current as of the date of this presentation and may be subject to change, they should not be
construed as investment advice.
This information discusses general market activity, industry or sector trends, or other broad-based business, economic, market or political conditions and should not be construed as operational, research or
investment advice. This material has been prepared by Academy Securities and is not financial research
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law
designed to promote the independence of financial analysis and is not subject to a prohibition on trading
following the distribution of financial research. The views and opinions expressed may differ from those
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling
any securities. This information may not be current and Academy Securities has no obligation to provide
any updates or changes.
Economic and market forecasts presented herein reflect a series of assumptions and judgments as of
the date of this presentation and are subject to change without notice. These forecasts do not take into
account the specific investment objectives, restrictions, tax and financial situation or other needs of any
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on
assumptions, and are subject to significant revision and may change materially as economic and market
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts.
Case studies and examples are for illustrative purposes only.
Index Benchmarks
Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors
cannot invest directly in indices.
The indices referenced herein have been selected because they are well known, easily recognized by investors, and reflect those indices that the Investment Manager believes, in part based on industry practice,
provide a suitable benchmark against which to evaluate the investment or broader market described herein. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance
of hedge funds generally.
THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY
PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.
©Academy Securities, Inc.
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