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What Is
Predatory
Equity?

It's when speculators overpay
for affordable housing with
borrowed money, convert it
to housing for rich people,
and flip it to new buyers for

a quick profit.

If speculators succeed,
tenants lose their homes,
and New York City loses
affordable housing.

If speculators fail and can't
pay their mortgages, the
buildings go into foreclosure.
Tenants lose their homes and
New York loses affordable
housing anyway.

Nobody wins.

One
Example

Harlem's Riverton Apartments
were developed in 1944 as
affordable housing for black
veterans. In 2005, over 90%

of Riverton’s 1230 apartments
were rent-regulated.

Speculator Larry Gluck
bought Riverton in 2005—
the height of the boom.

He later refinanced for an
astronomical $250 million.
Now, the development's
rental income can’t even
cover the interest payments
on the loan!

The building is overleveraged.
Gluck can't flip the building
in this market.

What's going to happen?



How Can
We Save ,
0verleveraged§

[ ] [ ]
Buildings?
Predatory equity has put more than
65,000 units of New York City’s
affordable housing at risk! If nothing

is done, rents will go up, services will

fo reCIOSU re (DATA PROVIDED BY*SURVEY FROM PARTNERSHIP,I'O PRESERVE AFFORDABLEIHOUSING, 2009)

Overleveraged buildings

Debt!

In order to save overleveraged
buildings, their debt has to be
brought in line with their income.
Federal resources should enable
banks to write down a portion of
the debt—but only for speculators
who agree to new regulation that

will keep their buildings affordable.

loan modification
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...and
Preserve
with

Short Sales!

The government should encourage
speculators and banks to sell short
(i.e., at a loss) to “preservation
purchasers"—tenant- and government-
approved owners committed to
managing housing for the long term.

preservation short sale



How Can
We Stop
Predatory

Equity in
the Future?

In order to prevent this from happening
again, we need to look at how this
happened in the first place.

banks

Regulate the Banks!

The best way to stop predatory
equity is to restrict its main source
of funding: banks willing to make
speculative loans. Remember—
eighty percent of the funding for
these deals came from banks!

In the aftermath of the financial
crisis, almost everyone agrees that
banks need closer oversight.

LOAN
PLEASE

underwriting standards

SEE THE
“" BUILDING
FIRST

If the income from a building can’t
cover operating expenses and

pay off the loan, regulators should
have the discretion to veto the loan.
This will dry up capital for predatory
equity speculators and clear the

way for responsible, long-term owners.
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To Do:

What Can You Do ADVOCATES & PREDATORY

To Help Stop HOUSING ELECTED EQUITY INSTITUTIONAL
Predatory Equity? EXPERTS BANKS OFFICIALS MEDIA INVESTORS TENANTS INVESTORS

1) FIND the tab that — TEACH people about — HELP rescue over- — PASS laws to save — TALK to people who —— FIND some other way — CONNECT with — DON'T INVEST in

the coalition at
www.tandn.org.

— ORGANIZE other
tenants in your building.

know the facts. to make money. predatory equity

schemes.

applies to you.

2) TEAR OFF one of
these and hang it
up on your fridge.

3) CHECK OFF the items
one by one to help
stop predatory equity.

predatory equity.

— ORGANIZE people
to help stop predatory
equity.

leveraged buildings.

— DON'T MAKE LOANS
to predatory
speculators.

overleveraged

buildings. —_ WRITE articles about
— PASS laws to stop what's going on.

predatory equity.

— HANG this poster up
where people can
see it.

— DONTT let it happen
again.

— While you're at it,
PASS laws to save and
expand affordable
housing.

— TELL your elected
officials to get moving.

— POST this poster up
where people can see.
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Elected Officials

HOUSING

FOR PEOPLE,
NOT PROFIT
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Housing Experts

STAY
ORGANIZED
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Members of
the Media

MAKING POLICY PUBLIC is

a program at the Center for Urban
Pedagogy (CUP) that pairs policy
advocates and graphic designers
to produce fold-out posters like
this one. CUP chooses program
participants through a jury process
and facilitates their collaboration.
www.makingpolicypublic.net

COLLABORATORS

Amy Chan (Tenants and Neighbors),
Glen Cummings (MTWTF), Dina Levy
(UHAB), John Mangin (CUP), and
Rosten Woo (CUP)

THE CENTER FOR URBAN
PEDAGOGY (CUP)produces

creative education about places
and how they change.
www.anothercupdevelopment.org

TENANTS AND NEIGHBORS
is the largest tenants’ rights orga-
nization in New York State, with
15,000 members. For more than

30 years, through grassroots orga-
nizing, T&N has forged a powerful
movement in the fight to preserve
affordable housing, strengthen
tenant protections, and sustain
diverse and livable communities.
www.tandn.org

UHARB is a nonprofit organization
that helps low-income tenants
control their housing through

the creation of limited-equity
cooperatives.UHAB also helps
tenants preserve existing afford-
able housing by empowering them
to make proactive decisions
about the future of their homes.
www.uhab.org

T&N and UHAB are part of the
Partnership to Preserve Affordable
Housing.

MTWTEF is a graphic design studio
specializing in publications,
environmental graphics, and identity
systems. MTWTF engages in
collaborative projects with partners
in other disciplines, such as
architecture, industrial design, and
urban planning. www.mtwtf.org

THANKS TO: Paula Crespo
(Pratt Center for Community
Development), Dan DeSloover,
Sam Stark, Valeria Mogilevich,
and Tom Waters.

Support for this project was provided
by the New York State Council on
the Arts (NYSCA) and the New York
Department of Cultural Affairs.
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