
Build For Rent: 
Appraising the 

Emergent BFR Asset 
Class

Presented by Ken Wood, Senior Director with 
Apprise and Appraisal Institute Candidate for 

Designation



Introduction to and Overview of the BFR Sector:

Question: What is Build for Rent (BFR)?

Answer: A contiguous, purpose-built, for-rent community.



Breakdown of Types of Build-For-Rent Properties:

 Horizontal Multifamily
One-story single family rental housing units typically constructed on a single taxable parcel but with 
small lots for each SFD unit.  Can be either semi-attached or detached.

 Traditional Single Family
Typical single family residential community with detached homes constructed on individual parcels but 
operated as a multifamily community.  

 2-Story Townhomes/1-Story Rowhomes

Attached townhomes or rowhouses located on individual parcels and operated as a multifamily 
community.  

 Luxury Single Family

Luxury single family residential community with detached homes constructed on individual parcels and 
featuring high-end finishes but operated as a multifamily community.  



BFR: Market Forecast and Geographies

 The BFR segment exploded in recent years benefitting from macroeconomic trends 
including the pandemic, high housing prices, and in recent months significant increases 
in mortgage interest rates. 

 The BFR segment’s strongest geographies to date have been the Southeast and Sun Belt 
states, with Florida, Texas, and Arizona being among the most significant BFR 
development markets.  However, development of this asset class is starting to become 
more prominent in Nevada and California.   

 While there may be significant economic headwinds ahead for the broader economy, 
the BFR segment appears uniquely well-positioned among other commercial real estate 
assets to weather the storm.  



BFR Development:

Who are the primary market participants?

The biggest developers in the BFR space include American Homes 4 Rent, NexMetro, Christopher Todd Communities, 
BB Living, and Curve Development.  While traditional homebuilders have not been among the early adopters, some 
are beginning to invest in the asset class through partnership with established BFR market participants. 

The BFR Capital Stack

In the early days of the BFR’s emergence, the primary capital source for BFR developments was from private equity 
investors and family offices. While these capital sources remain active in the space, commercial banks have recently 
started to finance projects in this space and growth in this sector of the capital stack can be expected as BFR is 
advantageously positioned to benefit macroeconomic trends in interest rates and housing affordability.  



SWOT Analysis:
Strengths Weaknesses

Opportunities Threats

Pandemic trends like remote work and lower-density 
suburban living

Construction inflation, supply chain issues, labor 
supply

High interest rates and sustained high single family 
housing prices will continue to price-out first time 
home buyers and make BFR segment more attractive. 

Entitlement risk, jurisdictional resistance, restrictive 
covenants, competition with traditional homebuilders 
for land. 



Appraising BFR: The Cost Approach

Site Valuation Challenges

 Limited transactions of designated BFR development land

 Traditional subdivision sales vs. multifamily development land sales

Replacement Cost Challenges

 Critically analyzing developer-provided budgets and timetables

 Inflation, supply-chains, and labor risk



Appraising BFR: The Sales Comparison Approach

Challenges with Identifying Comparable Sales

 Limited transactions of improved BFR communities

 Geographic distribution of existing improved BFR communities

Hybrid Methodology

 Identifying similar BFR communities from other states/regions

 Supplementing limited and regional BFR comps with higher 
adjustment traditional multifamily from immediate market

 Market participants: private equities and non-disclosure agreements

 Limits of CoStar and other traditional CRE research tools

The Importance of Strong Narrative



Appraising BFR: The Income Approach
Rent Comparable Selection

 Dedicated BFR rents vs. individual SFR rents vs. traditional multifamily rents

 Adjusting for variations in project amenities and construction types

Expense Forecasting
 Finding comparable expenses
 Analyzing developer/owner projected expense budgets
 How do BFR projects compare with traditional multifamily in terms of operating expenses?

Direct Capitalization vs. DCF

 Entry and exit caps and capital market trends

 Holding period
 Unit turnover and second-generation leasing

 Forecasting absorption



Closing Remarks and Q & A
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