- How to Raise Rent

A webinar by -=turbotenant




l
i

Key Points

0 Understanding if you should raise rent requires
analyzing your business costs and the local market.

9 Preserving your landlord-tenant relationship while raising
rent requires a balance of analysis, transparency, and
understanding.

e Communicating a rent increase effectively can be easy with

the right strategy. /&




Poll:

e How often do you raise rent?




The Current Landscape —>




Averages Across - t
America

9 e Per Zillow, rent prices are up year over year (YoY) in 48 of the 50
biggest metros

e Rentis 31.4% higher than pre-pandemic rates
o Average rentis $2,054 as of June 2024
o Average renter must make at least $82,148
to follow 30% rule

e Single-family rents are 4.7% higher YoY
e Multifamily rents are 2.7% higher YoY

) e e o o o 06 6 o 0 0 0 0 o o o o Did you know that rent has risen at 1.5 times the

rate of wage increases in the United States?



https://www.zillow.com/research/april-2024-rent-report-34018

—> Percentages of Household Income
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https://constructioncoverage.com/research/cities-with-the-highest-rental-vacancy-rates

Current U.S. Wages on Average - t

) I
9 e Average salary is $63,795 nationwide s E’ ﬁl
e Regional averages: , y
m Northeast: $65,383 g |
a  West: $60,579 |,
m Midwest: $56,114 ="
m South: $54,718




—> Zillow Rent Affordability - June 2024

Region Name
United States

Share of income
spent on rent

30.0%

Renter income needed
to afford typical rent:

$82,148

2018 2019 2020 2021 2023

ZILLOWGROUP



https://www.zillow.com/research/june-2024-rent-report-34213/

Your Property Management Business

and Inflation

e Currentinflation
rate: 3.3%

e Leadsto:
o Higher
operational costs
o Increased
utility costs

U.S. consumer price index
Year-over-year percent change January 2021-June 2024

- All items Less food and energy

2021 2022

Source: U.S. Bureau of Labor Statistics
Data as of July 11, 2024




Should you raiserent? —




Before Raising Rent

9 Complete the following on an annual basis:

Analyze your business costs

Look at your local rent laws

Consider how you've added value to the
rental since the original lease
agreement began




1. Analyze Your Business Costs
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9 Examine your bills - have they surged?

a) Reach out to providers and negotiate lower costs
1) Common increasing property management costs

include:

1) Property taxes

2) Utility costs

3) HOA dues

4) Insurance premiums
)

(@)

Maintenance

It’s possible to appeal your property taxes! Check

out our video for more information.



https://www.youtube.com/watch?v=nRYBmUqRT-w

2. Look atYourLocalLaws — t

Are there any restrictions on how often or how much
you can raise rent in your state + county?

a) Over 200 local governments had a rent control
policy in place as of 2022, spanning:
i) California
iy D.C.
i)  Maine
iv)  Maryland
v)  Minnesota
vi)  New Jersey
vii)  New York
viii)  Oregon
b) 33 states preempt legislators from adopting

rent control laws
Start your research with TurboTenant!
Click here to find your state’s law page.

NATIONAL APARTMENT ASSOCIATION



https://www.naahq.org/rent-control-policy
https://www.turbotenant.com/state/

3. Considerthe Added Value — t

9 The more obvious your value-adds have been, the easier the rent
increase conversation will go.

a) Continuing to invest in your rental:
i) Makes tenants feel like you care
ii) Adds first-hand context to the rent increase conversation

b) Think about:

i) Upgrades/renovations since the last rent increase

ii) Your communication speed, particularly re: issues S e



Poll:

e When determining arent increase, which
factor do you consider most important?




When can’t you raise rent? - t

9 There are some situations where a rent increase would be illegal, such as:

a) Raising rent as a retaliatory action
b) Increasing rent based on protected
class attributes
c) Failure to provide adequate notice
d) It's arent-controlled property + your increase is unlawful
e) Your new asking rent is higher than what's legally permissible

based on your location/property type

Need to brush up on protected classes? Start

with our Fair Housing for Landlords course.


https://academy.turbotenant.com/course/fair-housing-for-landlords

How much shouid >
l raise rent?




Finding Your Answer

9 e The average rentincreased by 3.5% YoY as of June 2024
o Where legal, rent increases tend to fall between 2-5% annually
e You must be strategic about rent increases, especially if
rent has been below market rate for a while

e TwoO main scenarios:

o Current vacancy

o Active lease FOR
RENT
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Raising Rent During Vacancy, pt.1

—) Start by:

1) Checking your local laws

2) Analyzing your housing market
a) The higher the market saturation, the riskier it is to raise rent for the average unit

b) Signs of market saturation include:
i) High (or increasing) vacancy rates
An increase in rental incentives - scope your competition

)
i) Anincrease in multifamily developments
)

Population decreases
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How to Analyze the Housing Market

9 Per RENT Magazine, look into:

e The popularity of your property’s location
o The more desirable your locale, the higher rent is likely to be
e How your property type fares in this area
o Rent for a single-family home tends to be higher than a multifamily unit

e Current economic trends

© Understanding both local and national inflation rates, vacancy rates, and
your local tenant base is critical

Did you know that the average U.S. vacancy rate is 6.6%, and 42.6%

of vacant units have been empty for less than two months?



https://learn.american-apartment-owners-association.org/link/13850/14/
https://fred.stlouisfed.org/series/RRVRUSQ156N
https://snappt.com/blog/rental-vacancy-rate/

—> The Latest Rental Vacancy Rates

Rental vacancy rate

2% 3% 4% 5% 6% 7% 8% 9%

Construction Coverage analysis of U.S. Census Bureau data | Image Credit: Construction Coverage



https://constructioncoverage.com/research/cities-with-the-highest-rental-vacancy-rates
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Raising Rent During Vacancy, pt.2

9 After analyzing your broader market trends,

3) Use our free Rent Estimate Report to compare
your property to similar rentals nearby

e Consider what sets your rental apart
to determine which percentile

it falls under
A
4)  Create your listing on TurboTenant.com $1,356
e We'll send it out to dozens of sites, AVERAGE RENT
including Apartments.com : MAX;

and Rent.com

$1,178 - $1,723



https://www.turbotenant.com/landlord-toolbox/rent-estimates/

Raising Rent With Existing Tenant

9 Follow a similar process:

Analyze your market

Compare your rental to similar

properties nearby

Consider how you've invested in your
property since the last increase

Look up the minimum notice requirement
Communicate with your tenants



The Legal Side of -
RentIncreases
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Legal Considerations When Raising Rent

é Beyond your local laws, the length of your lease and
the language therein are critically important:

e Shorter leases are easier to increase rent on

e Should explain how much notice a tenant
can expect to receive + how you'll deliver
this notice

You must notify tenants of a rent increase regardless if you're

waiting to sign a new lease or enacting it during an active lease.




Canlraise rent during an active lease?

9 o

Maybe - depends on your location, local laws, and
what's written in your lease
o E.g., an active CO 12-month lease locks rent in
unless there's specific rent increase language
in the lease
Still requires specific notice stipulations like

timeline and delivery

l
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Communicating With -
Your Tenants
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Messaging Fundamentals - t

é RENT Magazine suggests the following to make the
conversation as easy as possible:

1. Advance notice
2. Aclear explanation of the increase

3. Written documentation £
SQUATTERS ARE TAKING OVER:

— MEET THE
SQUATTER HUNTER
R

© 0 0 0 0 0 0 0 0o o o o A courtesy phone call is a gentle way to break the news
© 06 0 o 0 0 0 0 0o o o o before the official written notice hits.




Rent Increase Notices

9 When possible, give tenants more notice than required
to help ease the transition.

o Clearly communicate:
= When the rent increase will occur
m  How much it will increase
= What the tenant should do next
o Typically, rent increases must be
communicated via written notice delivered by
certified mail



How to Write a Rent Increase Notice
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9 Should contain:

Your name + contact information e The current rent amount
e The date e The proposed new rent amount
o Agreeting that addresses each tenant e The date the new rent amount takes effect
by name e Next steps if the tenant declines to stay
o  The property’s address e The notice deadline if the tenant decides not
o The date the original lease went into effect* to renew their lease*
e The date the original lease will end* e Your signature + the date of your signature

e Aplace for tenant(s) to sign in agreement with
the rent increase + the date of tenant’s signature(s)

Get your free sample rent increase notice at

TurboTenant.com/rent-increase!



http://turbotenant.com/rent-increase

Landlord from everywhere Streamline every part of
life takes you with rental property management

Track expenses on the go to make Faster rent payouts

market analysis easier Unlock 32 landlord forms

Receive instant notifications Eliminate ACH fees for tenants
for rent payments And more!

Access our rental property calendars



https://turbo-tenant.app.link/e/download-mobile-app

