
In Challenging Economic Times, Workforce Housing is 
the Right Product for Multifamily Investors

Even in the face of significant economic headwinds, multifamily properties that cater to 
working-class Americans remain a reliable source of attainable housing that may provide 
attractive and historically steady returns for investors.

The luxury end of the real estate market often gets the most attention from the media and investors. High-end 
apartments are glamorous and, in the best economic circumstances, can attract premium rents. But, we are 
far from optimal economic times, and from an investment standpoint, workforce housing as a subsegment of 
the multifamily housing market is perhaps more compelling than ever.

For investors who want diversified real estate portfolios, Revitate Cherry Tree sees three key potential 
benefits to having an allocation to workforce housing. But before examining those, however, let’s first 
establish what does -  and doesn’t - constitute workforce housing.

CHRIS MARSH
General Partner
Revitate Cherry Tree

AUSTIN MALEKI
Principal
Revitate Cherry Tree

July 2022

MICHAEL WU
Principal
Revitate Cherry Tree

KEY POINTS

1.	 Workforce housing is generally defined as multifamily 
housing for families earning 60% to 120% of an area’s 
median income. 

2.	 Workforce housing is not “Affordable Housing,” where 
rents are subsidized with government assistance.

3.	 Workforce housing today can offer real estate investors 
three key benefits relative to investments in Class-A or 
“value-add” properties: reliable renter demand, stability, 
and competitive returns.

4.	 Comparatively strong returns in recent workforce 
housing investments are especially appealing in periods 
of high interest rates and high inflation.
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Workforce Housing Defined
Workforce housing is generally defined as housing
that serves families earning 60% to 120% of an 
area’s median income (AMI). In 2021, the median 
income in the United States was $45,760.1 With 
that national average, this segment of the real estate 
market provides housing for families with incomes of 
$27,456 to $45,760, and up to $54,912 in higher-
cost cities.

In essence, this category of housing caters to
working-class Americans, generally employed by 
local governments or in industries like health care,  
manufacturing, logistics, and education. 

Given the high cost of housing in the United States 
and the fact that wage gains have not kept pace 
with cost-of-living increases, many of the families 
in workforce housing cannot afford to own homes. 
They are renters by necessity, not by choice, and that 
usually translates into longer-term lease agreements. 

Contrary to some perceptions, workforce 
housing does not include government-sponsored 
“Affordable” housing. These properties, 
commonly referred to as Section 8 housing, 
cater predominantly to families earning less 
than 60% of AMI. While workforce housing can 
include properties that have rent controls or some 
income-eligibility requirements for tenancy, most 
of workforce housing has market-rate rents. The 
discussion here focuses on this segment.
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With regard to the real estate industry’s 
classifications, workforce housing constitutes Class 
B and Class C properties. Class A properties are the 
luxury residences that most working-class Americans 
cannot afford. 

Many of the Class B and C properties were 
constructed before the year 2000 and are garden-
style apartments. This style of residence became 
particularly appealing during the pandemic, given 
that their large green areas and separate entrances 
enable tenants to maintain social distancing.

Three Benefits of Workforce 
Housing

In the current market environment, we think
workforce housing offers investors three key benefits
relative to luxury properties, and especially to more
risk-intensive categories of value-add multifamily
housing, which are the properties that need major
renovations and updates to be able to generate 
better rental income.

Benefit 1: Reliable Renter Demand

There are approximately 12 million multifamily
workforce housing units across the 66 major
metropolitan areas in the United States.2 In recent
years, there has not been much new supply of this
type of housing for a variety of reasons.

Supply in this segment of the market can increase
through a process known as NOAH, or “naturally
occurring affordable housing.” Properties that
might have been built as luxury residences become
less desirable over time, either as a result of their 
age or because their location no longer holds the 
appeal among higher-income earners that it once 
did. Both factors can make it more difficult for 
landlords to charge premium rents, and for that 
reason the housing can become affordable for 
working-class renters.

In recent years, though, NOAH hasn’t played
out as it once did. First, older properties are being
taken out of the market at a higher-than-normal rate. 
Typically, the multifamily industry removes about 
100,000 units per year simply because their age 
has rendered them obsolete. But the obsolescence 
rate has increased in recent years, in part because 
there was such as surge in multifamily housing 
construction in the 1970s and 1980s.

As these properties have been demolished, 
developers have been replacing them with Class 
A properties that working-class Americans usually 
cannot afford. Even the Class C properties that 

Source: U.S. Dept. of Housing and Urban Development, 2017

Figure 1: Housing Category Spectrum



are being renovated are often upgraded to 
accommodate the luxury market, and their rents are 
beyond the reach of working-class tenants. The Wall 
Street Journal noted that in 2020, 80% of the 
new supply of rental units came from luxury 
developments.3 

Often the only new workforce housing that is being
built comes as a result of inclusionary housing
policies that require developers to set aside a certain
number of units that will be affordable for middle-
income tenants. But these units still present only a
small portion of the workforce housing available
today.

For developers, the economics make it difficult to
build workforce housing. Building materials and
land prices have increased dramatically over the past
decade. To earn a profit after that level of 
construction expense, property owners often must 
charge rents above what middle-income households 
can afford.
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On the demand side, there are about 13.5 million 
tenants competing for the 12 million available 
workforce units.4 That tenant population is the 
estimated number of Americans with yearly earnings 
in the range of 60% to 120% of AMI. It is important 
to note that middle-income earners are not the only 
potential tenants for workforce housing today. Given 
the high costs of home ownership and the limited 
supply of homes to buy, more renters by choice are 
also looking for apartments with affordable rents, 
where they can live for a few years while saving 
money to buy a home.

The advent of higher mortgage rates in 2022 
and fears of recession, even if a major economic 
slowdown does not materialize, have further 
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Figure 2: Housing Supply-Demand Imbalance

Source: CBRE, 2018.

increased the demand for reasonably-priced 
rental units.

While the supply-demand imbalance in housing 
creates a challenge for families looking for homes, 
it does increase the appeal of this segment of the 
real estate market for property owners and investors. 
These properties are better positioned today to 
find and maintain long-term tenants at rents that are 
attractive for the owners and investors.

Benefit 2: More Stability and Less Risk

Workforce housing, in our view, currently offers 
more stability than the luxury end of the market and 
less risk than the value-add end.

Unlike value-add strategies which rely on a capital
rehabilitation plan of the property, workforce 
housing property owners and investors have 
historically been able to count on predictable and 
steady rental income from day one due in great 
part to stable occupancy levels.

As Figure 3 shows, Class B and Class C housing 
have recently had higher occupancy rates than Class  
A properties.

With rising interest rates, record home prices, and 
the increased cost of a traditional mortgage, home
ownership is likely to become even more 
unattainable for working-class Americans. That will 
likely translate into sustained, if not increasing, 
demand for attainable rental homes in the 
foreseeable future.

At Revitate Cherry Tree, we focus on workforce 
housing properties that do not require major 
restorations and have high occupancy rates at 
acquisition. With a solid base of existing tenants, 
these consistently cash flow for owners and investors 

Figure 3: Occupancy Rates by Product Type

Source: CoStar, 2022.
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RevCT 
Property 1

RevCT 
Property 2

RevCT 
Property 3

Occupancy Trend

  Current 98.6% 93.8% 94.1%

  30-Day Trend 100.0% 94.6% 94.1%

Renewals

  Life to Date (LTD)* 81.0% 60.9% 73.2%

Average Rent (LTD)

  Actual (In-Place) $889 $921 $1,232

  Pro Forma $887 $855 $1,170

  Delta 0.2% 7.7% 5.3%

Figure 4: Recent Performance of Workforce 
Housing: Profile of three recent Revitate Cherry Tree 
Multifamily Fund acquisitions.

Source: Company data.
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from day one of ownership. We also find that the 
returns these properties generate can be enhanced 
by the operational efficiencies that a sophisticated 
and experienced operator brings.

Workforce housing presents considerably fewer 
risks as well. With value-add properties that require 
major renovations, there is a delay in cash flow 
generation while the upgrading work is being done. 
Once the improvements have been made, there 
is also no guarantee that a property will attract the 
levels of rents that deliver a reasonable return on the 
investment that has been made to refurbish it.

Benefit 3: Competitive Returns

Finally, investors seeking the stability of workforce 
housing do not necessarily have to sacrifice on 
return. On the contrary, workforce housing can 
typically offer comparable, and in some cases, more 
attractive risk-adjusted returns to other multifamily 
property types.

Revitate Cherry Tree sees early evidence of the 
performance potential in three Midwest workforce 
housing communities we’ve already acquired. As 
detailed in Figure 4, occupancy and renewal rates 
are very high. Moreover, with inflation hovering at 
8% in 2022, there have also been far fewer income-
generating investments today that can deliver a real 
yield.

Conclusion: The Right Product at 
the Right Time
To use a baseball analogy, luxury and value-add 
properties are now a bit like the home run hitters 
who have high strikeout ratios. The rewards can be 
high, but so too are the risks. Workforce housing 
is like the reliable singles and doubles hitter 
with a high batting average.

In today’s environment, that reliability is especially
important. Given that workforce housing has high  
occupancy rates and can deliver reliable income 
without major upfront costs, it presents much less 
risk. With today’s lack of housing supply and strong 
demand, as the pool of renters has increased for a  
variety of reasons, the rental income that workforce
housing can generate will likely remain reliably 
stable for the foreseeable future.

All of these appealing characteristics are 
demonstrated in the returns workforce housing has 
been able to generate. This type of housing may not 
garner the attention that new luxury projects or major 
property renovations can generate, but, in our view, 
this oft-overlooked segment of the market may be the 
one of the most worthy of investors’ attention.
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The contents of this presentation are provided to you on a confidential basis. You should only disclose the contents of this presentation to your 
advisors on a need-to-know basis. All rights, title and interest in and to the information contained in this presentation is the sole and exclusive 
property of Revitate CRE Holdings, LLC (“RevCRE”). The information contained in this presentation is not intended to provide professional, 
investment, legal or tax advice and should not be relied upon in that regard. The contents of this presentation are for general information only and 
are not provided with regard to your specific investment objectives, financial situation, tax exposure or particular needs. The contents hereof are not 
a recommendation of, or solicitation for, the subscription, purchase or sale of any security, including the fund mentioned herein. Nothing contained 
herein should be used as the basis for making any specific investment, business or commercial decision. You should read the final Confidential 
Private Placement Memorandum, the Limited Partnership Agreement and Subscription Agreement for Revitate Cherry Tree Multifamily Fund I, LP 
(the “Fund”), which will be provided to you once you complete the potential investor registration process, which will provide more particulars of the 
investment and its risks, before making an investment decision regarding any particular security carefully before investing in any security.  

Investments, including interests in real estate and private equity funds, are subject to investment, tax, regulatory, market, macro-
economic and other risks, including loss of the principal amount invested. As a direct and/or indirect owner of real property, the Fund will be 
subject to the risks generally incident to the ownership of real estate, including the lack of liquidity associated with real estate, uninsured casualty 
losses from wars, terrorism, earthquakes, floods and other catastrophes, adverse changes in general or local economic conditions, pandemics, 
changes in the investment climate for real estate, changes in supply of or demand for competing properties in the area, changes in the interest 
rates and availability of financing that may render the sale or refinancing of any property difficult or unattractive, changes in governmental rules 
in real estate and zoning laws, and increases in real property tax rates and federal economic controls. There can be no assurance that the value of 
any Investment will exceed its cost or that any Investment will be able to maintain its value.  In addition, there can be no assurance that the sale or 
refinancing of any Investment property will result in a profit. Past performance as well as any projection ment property will result in a profit. Past 
performance as well as any projection or forecast used or discussed in this presentation are not indicative of future or likely performance of any 
investment product. Statements may be forward looking and are not intended as specific investment advice or guarantees of future performance. 
Such forward-looking statements necessarily involve known and unknown risks and uncertainties, which may cause actual performance and financial 
results in future periods to differ materially from any projections of future performance or result expressed or implied by such statements.

The contents of this presentation are subject to change and may be modified, deleted or replaced at any time in RevCRE’s sole discretion. In 
particular, RevCRE assumes no responsibility for, nor make any representations, endorsements, or warranties whatsoever in relation to the timeliness, 
accuracy and completeness of any content contained in the presentation. While care has been taken in preparing the contents of this presentation, 
such contents are provided to you “as is” and “as available” without warranty of any kind either express or implied. In particular, no warranty 
regarding suitability, accuracy, or fitness for a particular purpose is given in conjunction with such contents. RevCRE shall not be liable for any 
loss, damage, costs, charges and/or expenses incurred as a result of or in connection with this presentation or any reliance on the contents of this 
presentation.

While RevCRE is in negotiations with a view toward making investments in the assets described in this presentation, RevCRE makes no representation 
that it will be able to make investments in any of such assets, as the availability and desirability of such investments are dependent upon a variety 
of factors, many of which are outside of the control of the Fund, including performance by potential partners, the current owners of such assets 
and lenders, the results of further due diligence investigation of such assets, and final investment terms offered by potential partners. The provision 
of any services or products provided by RevCRE and/or its affiliates shall be expressly subject to the particular terms and conditions as contained 
in a separate written agreement between you and RevCRE and/or its affiliate as applicable. RevCRE will not provide any individualized advice or 
consulting unless agreed to by a separate written agreement.

The Interests have not been registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), the securities laws of any state, 
or the securities laws of any other jurisdiction, nor is such registration contemplated.  The Interests will be offered and sold under the exemption 
provided by Section 4(a)(2) of the Securities Act and Regulation D promulgated thereunder and other exemptions of similar import in the laws of the 
states and jurisdictions where the offering will be made.  The Partnership will not be registered as an investment company under the U.S. Investment 
Company Act of 1940, as amended (the “Investment Company Act”).  Revitate Cherry Tree Holdings, LLC, an affiliate of the General Partner 
and investment manager to the Partnership (the “Manager”), as a private fund adviser, is not registered with the SEC as an investment adviser 
under the U.S. Investment Advisers Act of 1940 (the “Advisers Act”) pursuant to Section 203(m)-1 of the Advisers Act.  As such, the Partnership’s 
activities will not be subject to the protections and restrictions of such regulatory regime (including position reporting and SEC inspection of the 
Partnership’s books and records).  There is no public market for the Interests and no such market is expected to develop in the future.  The Interests 
may not be sold or transferred except as permitted under the Partnership’s First Amended and Restated Agreement of Limited Partnership, and 
related governing documents, and as permitted under the Securities Act and applicable securities laws.  Investors should be aware that they may be 
required to bear the financial risks of this investment for an indefinite period of time.

Registered Representative services offered through Foreside Funds Services, LLC.
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