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Introduction + Supplemental content

Against a backdrop of continued consolidation in US health services, real estate investment trusts Author affiliations and article information are
(REITs) have emerged as an understudied force facilitating the financialization of the American health listed at the end of this article.
care system. Real estate investment trusts are corporate entities that invest in real estate assets. Like
mutual funds, REITs facilitate collective investment and operate as pass-through vehicles for the
benefit of investors.! In 2021, REITs owned more than $3.5 trillion in US assets, ranging from
residential and retail real estate to specialty sectors like health care.?
Health care-focused REITs own a portfolio of income-producing real estate and generate profit
by acquiring properties (eg, hospitals) and leasing the real estate back to the health care facility
tenant (ie, a sale-leaseback). This transaction generally occurs through a 10-year, triple net lease in
which the tenant is responsible for facility rent, maintenance, insurance, and taxes.>
To our knowledge, there is no research on the association of REIT acquisitions with health care
delivery. Moreover, it is unknown if REITs are a minor or growing factor in the health care system. This
study evaluates the prevalence of REIT-owned health care properties in the US health care sector
and describes characteristics of REIT-owned hospitals.

Methods

We identified the number of health care properties in 2021 owned by REITs (eMethods 1in the
Supplement). We then located hospitals owned by REITs and identified the year during which their
real estate was acquired. A multivariate logistic regression was then used to assess which hospital
characteristics had the largest association with REIT ownership (eMethods 2 in the Supplement).
Because information on most of the REIT-owned properties was publicly available, the data likely
provide an accurate, aggregate count of REIT-owned properties, but the total properties within each
subsector were estimates across various sources (eMethods 3 in the Supplement). This study did not
include human participants and was not subject to an institutional review board. The study followed
the Strengthening the Reporting of Observational Studies in Epidemiology (STROBE) reporting
guideline for cross-sectional studies. Statistical analysis was conducted using R, version 4.1.0 (R
Foundation).

Results

In 2021, REITs owned 197 (3%) of all hospitals and 1870 (12%) of all skilled nursing facilities (Table).
Real estate investment trust hospital acquisitions have increased during the past 15 years until the
COVID-19 pandemic, during which acquisitions were minimal (Figure). In a multivariate logistic
analysis, some of the characteristics most strongly associated with REIT ownership were for-profit
status (odds ratio, 25.05; 95% Cl, 14.69-42.70; P < .001) and urban status (odds ratio, 6.8; 95% Cl,
1.61-28.67; P = .01).
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Discussion

Real estate investment trusts have substantial ownership of US health care real estate (8%) overall,
with 3% of hospitals in the US owned by REITs. Urban and for-profit hospitals were most likely to be
owned by REITs. Major REIT acquisitions occur regularly; thus, our data and estimates are limited
to2021.

There is concern that REIT ownership of health care facilities may divert capital away from
investments in clinical care delivery toward generating high returns for investors instead. The
immediate capital gained from a sale-leaseback could theoretically be used for facility investments.
However, the capital is often diverted to a holding company. Following an acquisition of a hospital,
some private equity firms have sold the physical property of the hospital and its ancillary real estate
to an REIT as a way of monetizing their holdings.* Income from the sale-leaseback flows as dividends
to the private equity firm shareholders, generating immediate investor returns but leaving the
hospital with burgeoning rental fees.> Pressured by mounting financial obligations, some health care
operators with REIT-owned real estate may choose to close, as observed in 2018 when one of the
largest nursing home chains in the US closed after selling its real estate to an REIT.®

To our knowledge, there is no research quantifying the association of REITs with quality of care,
costs to patients, and the financial security of health care operators. Policy makers and health care
operators should ensure that the REIT business model is compatible with long-term priorities in
health care delivery.

Table. REIT-Owned Health Care Properties in the US

REIT-owned hospitals, No. (%)

Hospital characteristics Yes No OR (95% Cl) P value®
Hospitals® 1520 5683
Patients, %
Medicare 53 48 2.42(0.50-11.76) 27
Medicaid 15 18 0.70(0.08-5.99) .75
For profit 133 (88) 1410 (25) 25.05(14.69-42.70) <.001
Teaching status 33(22) 1819 (32) 0.92 (0.58-1.46) 73
Urban 150 (99) 4606 (81) 6.8 (1.61-28.67) .01
Hospital type
Acute care
General 86 (57) 4246 (75) 1 [Reference]
Long-term 23 (15) 328 (6) 0.56 (0.31-1.00) .05
Rehabilitation 28(18) 276 (5) 0.83(0.49-1.42) .50
Other 15 (10) 833 (15) 0.32 (0.16-0.62) <.001 Abbreviations: OR, odds ratio: REIT, real estate
el investment trust.
Northeast 25 (16) 710 (13) W[Reference) 2 A multivariate logistic regression was used to assess
- which hospital characteristics had the largest
Midwest 18(12) 1605 (28) 0.33(0.17-0.63) <.001 association with REIT ownership.
S 38(38) 2L D) USHORE050) Lo b Data were available for 152 unique hospital provider
West 51(34) 1077 (19) 0.84(0.49-1.43) .52 numbers (as defined by the US Centers for Medicaid
Size© & Medicare Services) of 197 total hospitals; several
Small 90 (59) 3223 (57) 1 [Reference] hospitals within a health system filed under a single
Medium 58 (38) 1960 (35) 1.09 (0.68-1.74) 71 provider number or did not have data available in the
American Hospital Association 2021 survey.
Large 4(3) 500 (9) 0.62 (0.20-1.93) 41
Properti ¢ Atotal of 1to 99 beds was considered small, 100 to
s - 399 medium, and 400 or more large. We defined
Property type REIT-owned Total (% REIT-owned) REIT-owned hospitals as those in which the REIT
Hospitals 197¢ 5835 (3) owned the entire real estate to a hospital or the
Senior housing/assisted living facilities 2619 28900 (9) primary hospital in a health system.
Medical office buildings 2515 41000 (6) 9 The total properties within each subsector were
Skilled nursing facilities 1870 15327 (12) estimates across various sources. See eMethods 3
Total 2201 91062 (8) in the Supplement for an explanation of how
percentiles were calculated.
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Figure. Hospitals Acquired by Real Estate Investment Trusts (REITs) From 2002 to 2021

60
55+
50
45+
40
S 354
=
)
© 304
a
2
£ 251
204 After an REIT acquires a hospital, it will lease the real
15 estate to the current hospital operator (sale-leaseback)
or to a new hospital operator. There were 229
10 acquisitions across the time frame. This number differs
s from the 197 hospitals in the Table, which is the count
of all REIT-owned hospitals in 2021. A total of 32

hospitals lost REIT ownership or closed. Each data
point represents the sum of hospitals acquired by
REITs across the 2-year span.

2002-2003 2004-2005 2006-2007 2008-2009 2010-2011 2012-2013 2014-2015 2016-2017 2018-2019 2020-2021
Year

ARTICLE INFORMATION
Accepted for Publication: March 24, 2022.

Published: May 13, 2022. doi:10.1001/jamahealthforum.2022.1012

Open Access: This is an open access article distributed under the terms of the CC-BY License. © 2022 Bruch JD
et al. JAMA Health Forum.

Corresponding Author: Joseph Dov Bruch, PhD, Department of Health Care Policy, Harvard Medical School, 180
Longwood Ave, Boston, MA 02115 (jbruch@g.harvard.edu).

Author Affiliations: Department of Health Care Policy, Harvard Medical School, Boston, Massachusetts (Bruch);
Center for Economic and Policy Research, Washington, DC (Katz, Appelbaum); Harvard Medical School, Boston,
Massachusetts (Ramesh); ILR School, Cornell University, Ithaca, New York (Batt); Department of Health Policy and
Management, Harvard T.H. Chan School of Public Health, Boston, Massachusetts (Tsai); Department of Surgery,
Brigham and Women's Hospital, Boston, Massachusetts (Tsai).

Author Contributions: Dr Bruch had full access to all of the data in the study and takes responsibility for the
integrity of the data and the accuracy of the data analysis.

Concept and design: Bruch, Katz, Appelbaum, Tsai.

Acquisition, analysis, or interpretation of data: Bruch, Ramesh, Batt, Tsai.

Drafting of the manuscript: Bruch, Katz, Ramesh, Appelbaum.

Critical revision of the manuscript for important intellectual content: Bruch, Appelbaum, Batt, Tsai.
Statistical analysis: Bruch, Ramesh.

Obtained funding: Batt, Tsai.

Administrative, technical, or material support: Katz, Appelbaum.

Supervision: Tsai.

Other - background research, framing: Batt.

Other - research: Katz.

Conflict of Interest Disclosures: Dr Katz reported previous employment as an investment banker for the real
estate investment banking group at Citi. Drs Appelbaum and Batt reported grants from the Institute for New
Economic Thinking during the conduct of the study and grants from the Spitzer Trust outside the submitted work.
Dr Tsai reports grants from the Massachusetts Consortium on Pathogen Readiness that were underwritten by the
Massachusetts Life Sciences Center, Commonwealth Fund, Arnold Ventures, and William F. Milton Fund of Harvard
University outside the submitted work. No other disclosures were reported.

E] JAMA Health Forum. 2022;3(5):€221012. doi:10.1001/jamahealthforum.2022.1012 May 13,2022 3/4

Downloaded From: https://jamanetwor k.com/ on 05/16/2022


https://jama.jamanetwork.com/article.aspx?doi=10.1001/jamahealthforum.2022.1012&utm_campaign=articlePDF%26utm_medium=articlePDFlink%26utm_source=articlePDF%26utm_content=jamahealthforum.2022.1012
https://jamanetwork.com/pages/cc-by-license-permissions/?utm_campaign=articlePDF%26utm_medium=articlePDFlink%26utm_source=articlePDF%26utm_content=jamahealthforum.2022.1012
mailto:jbruch@g.harvard.edu

JAMA Health Forum | Research Letter Trends in Real Estate Investment Trust Ownership of US Health Care Properties

Data Sharing Statement: The data that support the findings of this study are available from the American Hospital
Association. Restrictions apply to the availability of these data, which were used under license. Data are available
from Dr Bruch (jbruch@g.harvard.edu) with the permission of the American Hospital Association.

REFERENCES
1. Smotrich RL, Bennett RH, Lazarevic K, Lewis MR, Rand M. REITs 101: An Introduction. Barclays; 2012.

2. National Association of Real Estate Investment Trusts. What's a REIT (Real Estate Investment Trust)? Accessed
August 5, 2021. https://www.reit.com/what-reit

3. Spector J, Feldman J, Schmidt C, et al. BofAML REIT Primer, 4th Ed: a peek into the industry. Accessed August
5, 2021. https://www.merrilledge.com/publish/content/application/pdf/gwmol/bofaml-reit-primer.pdf

4. Spegele B, Cooper L. PE-backed hospital chain got help from major landlord as losses mounted. Accessed
August 5, 2021. https://www.wsj.com/articles/pe-backed-hospital-chain-got-help-from-major-landlord-as-losses-
mounted-11624014000

5. Gupta A, Howell ST, Yannelis C, Gupta A. Does private equity investment in healthcare benefit patients?
evidence from nursing homes. Accessed February 1, 2022. doi:10.3386/w28474

6. Whoriskey P, Keating D. Overdoses, bedsores, broken bones: what happened when a private-equity firm

sought to care for society’'s most vulnerable. Accessed August 16, 2021. https://www.washingtonpost.com/business/
economy/opioid-overdoses-bedsores-and-broken-bones-what-happened-when-a-private-equity-firm-sought-
profits-in-caring-for-societys-most-vulnerable/2018/11/25/09089a4a-ed14-11e8-baac-2a674€91502b_story.html

SUPPLEMENT.

eMethods 1. Identifying and Locating REIT-Owned Health Care Properties

eMethods 2. Testing for Differences between REIT-Owned and Non-REIT-Owned Properties
eMethods 3. Total Property Estimates Across Sectors

{j JAMA Health Forum. 2022;3(5):€221012. doi:10.1001/jamahealthforum.2022.1012 May 13,2022 4/4

Downloaded From: https://jamanetwor k.com/ on 05/16/2022


mailto:jbruch@g.harvard.edu
https://www.reit.com/what-reit
https://www.merrilledge.com/publish/content/application/pdf/gwmol/bofaml-reit-primer.pdf
https://www.wsj.com/articles/pe-backed-hospital-chain-got-help-from-major-landlord-as-losses-mounted-11624014000
https://www.wsj.com/articles/pe-backed-hospital-chain-got-help-from-major-landlord-as-losses-mounted-11624014000
https://dx.doi.org/10.3386/w28474
https://www.washingtonpost.com/business/economy/opioid-overdoses-bedsores-and-broken-bones-what-happened-when-a-private-equity-firm-sought-profits-in-caring-for-societys-most-vulnerable/2018/11/25/09089a4a-ed14-11e8-baac-2a674e91502b_story.html
https://www.washingtonpost.com/business/economy/opioid-overdoses-bedsores-and-broken-bones-what-happened-when-a-private-equity-firm-sought-profits-in-caring-for-societys-most-vulnerable/2018/11/25/09089a4a-ed14-11e8-baac-2a674e91502b_story.html
https://www.washingtonpost.com/business/economy/opioid-overdoses-bedsores-and-broken-bones-what-happened-when-a-private-equity-firm-sought-profits-in-caring-for-societys-most-vulnerable/2018/11/25/09089a4a-ed14-11e8-baac-2a674e91502b_story.html

