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nt There’s no question that the housing swoon 

caused hardship to many individuals 
across the country, both for those who 
own homes and those employed in build-
ing them. But the downturn also provided 
opportunity in the form of ample and 
affordable housing stock in hard-hit areas 
such as Atlanta and parts of Florida. Staff 
writer Charles Davidson takes a look 
at the move by some large institutional 
investment fi rms to scoop up single-family 
homes—often publicly at courthouse 
auctions—that the fi rms fi x up and rent. 
These homes are either foreclosures or 
bank real estate owned.
 The gist of the article, Davidson 
notes, is the creation of a new asset class: 
institutional owners of single-family rental 
property. “It’s a great example of people 
with access to enormous sums of money 
seizing a fairly obvious opportunity, a 
case of investors moving toward likely 
returns,” he said. “Homes became artifi -
cially cheap during the fallout from the 
recession. These investors’ strategy is to 
buy a lot of them and profi t when prices go 
back up. In the meantime, earn money by 
renting them. The rental strategy makes 
sense because of diminished prospects for 
homeownership for many people. If they 
can’t buy, they’ll rent. 
 “Another part of the story is the 
differing views of this phenomenon,” 
Davidson added. “Institutional investors 
say they are rebuilding an economic pil-
lar—the U.S. housing market—and help-
ing to stabilize communities. On the other 
hand, skeptics contend that Wall Street 
helped destabilize the housing market in 
the fi rst place and is now taking actions 
that could again damage local communi-
ties and the national housing market.”

The state of governments’ budget

While this issue’s lead article discusses 
one by-product of the economic downturn, 
another story looks at a different recession/
recovery outcome: the severe hit that state 
and local governments’ revenues took and 
how they’re faring now. Staff writer Lela 
Somoza noted that governments struggled 

to come to terms with a new normal and, 
even in the (modest) economic recovery, 
are still grappling with severe budget 
stresses.
 “In researching my article, I found 
it interesting that the steep drop in home 
prices didn’t have an immediate impact on 
local government fi nances, even though 
property taxes account for such a signifi -
cant share of local government revenues. 
I learned that property values tend to lag 
three years or more, so revenue impacts 
lag as well. 
 “Also, as state revenues recover, some 
governments are restoring the services 
they pared back during the recession, 
such as cuts to education. Others are pro-
posing to cut or even eliminate taxes in an 
effort to boost economic growth.”

Behind the numbers

Assessing economic performance relies 
on a great deal of data. But data alone 
don’t provide a nuanced understanding 
of the economy. For that, the Federal 
Reserve fi nds it useful to conduct sur-
veys to take the pulse of what people are 
experiencing and—just as important—
what they’re anticipating with regard to 
the economy. Nicholas Parker, a senior 
economic research analyst at the At-
lanta Fed, looked at the role of surveys in 
information gathering and formulating 
monetary policy. “In examining the sur-
veys conducted by the regional Reserve 
Banks as well as the Board of Governors, 
I was struck by the near-ubiquitous focus 
on qualitative data collection,” he said. “It 
seems regardless of what is learned from 
statistical releases, there remains a need 
to confi rm the direction of trends and root 
them in some real-world context.”
 Parker and Mike Bryan, an Atlanta 
Fed vice president and senior economist, 
explore this topic further in the EconSouth 
Now podcast accompanying this issue’s 
online edition. I hope you will listen to 
their discussion.  ❚

Lynne Anservitz
Editorial Director
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Editor’s note: Throughout this issue, Southeast 
refers to the six states that, in whole or in part, 
make up the Sixth Federal Reserve District: 
Alabama, Florida, Georgia, Louisiana, Mississippi, 
and Tennessee.
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