
Short-term rental marketplace giant Airbnb boasts more than 2 million listings 
worldwide, and its competitor, Vacation Rental By Owner, claims more than 1 
million. When you consider the skyrocketing number of travelers using these 
vacation rental sites, it’s no wonder real estate agents are interested in riding this 
potentially lucrative wave. 

Daily rentals range from single rooms to entire homes. The nightly or weekly 
rates can bring in far more revenue for owners than traditional renting, and they 
provide visitors an alternative to hotels. Customers like short-term vacation rent-
als because they might cost less than a hotel and can provide a more immersive 
experience.

“Profitability can run the gamut depending on creative strategies to implement 
short-term rentals in the real estate professional model,” said OnCourse Learning 
Education Manager for Real Estate Richard Gallegos, DREI, CDEI. “For instance, 
some licensees have found success in recommending their clientele, who are 
considering buying a place in specific neighborhood take a test drive by using a 
short-term rental for a few days to see if they like the area.

“In other profit models for real estate agencies, they have come to recognize 
that they have existing rental inventory in popular tourist areas or vacation desti-
nations, and have found profitable models to maximize this inventory.” 

Whether it’s investing in short-term rental properties or assisting clients in this 
real estate niche, it’s no different from representing any other rental property. 
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Real estate agents are going to look at the cap rate and whether the investment makes sense considering regula-
tions, location, saturation and demand.

“Investors in short-term vacation rentals have found that they can make more money renting to tourists, busi-
ness travelers or even locals looking for a staycation experience,” Gallegos said. “This fiscal phenomenon is due to 
the simple fact that higher rates can be charged by the day than by the year, such as in a rental lease.”

In the daily rental market, there are two major differences from a traditional rental property: the management of 
the space and the personal nature of the reviews.

The daily grind
While short-term rentals can be lucrative, managing 
them can be a lot of work.

For instance, there could be 10 turnovers in a 
month for one property, which means getting the 
space cleaned, linens washed and guests checked in 
and checked out 10 times. With multiple properties, it 
becomes a lot to manage. 

Dawn Thomas, CLHMS, CIPS, a broker associate 
with Sotheby’s International Realty in California, has 
been in the short-term vacation rental market for 
15 months. She offers this advice: “It’s always best to 
have a property manager anyway because some states 
hold you liable from your license perspective if you’re 
representing yourself.”

Some states mandate that if a short-term vacation 
rental owner is a licensed real estate agent and that 
fact is publicized, the agent will be held responsible 
for Fair Housing Advertising and all other aspects of 
the Code of Ethics under the National Association of 
REALTORS®, Thomas said. Other states mandate that 
a property manager oversee the property to keep the 
licensee out of the equation.

From a practical perspective, Thomas said it’s bet-
ter for busy real estate agents to have some help.

She relies on her husband, Jonathan Schwartz to 

keep up with requests from potential Airbnb and 
VRBO clients. “If you’ve got somebody who is hot to 
book the property, it’s just like an online lead for real 
estate. You have to respond literally within five min-
utes, or they’re on to the next person,” Thomas said. 

Property management benefits
She also relies on a property manager, who lives 
three hours closer to her short-term vacation rental 
property in Healdsburg, Calif. for many things, 
including:

• Dealing with any issues at the property, even 
at 4 a.m.

• Keeping an inventory of household items, 
such as sheets and towels, which needs to 
be done regularly to ensure a fabulous guest 
experience.

• Reviewing the property after each guest visit 
to determine if anything is damaged or needs 
repair and that house rules were followed.

• Scheduling the cleaning crew.

• Recommending local repair services and 
hiring them for needed repairs.
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“We’ve had heavy rains going on early to mid-
February,” Thomas said. “Our property manager 
was up there and let us know that the roads were 
closed at one point, and we’d have to cancel and 
refund money to that weekend’s visitor. I would  
not have known that that quickly if I did not have  
a property manager.” 

Strategies for success
For the most part, it’s a lot less about the platform 
on which the property is listed and more about 
demand from users. 

Before purchasing a short-term rental property, 
consider the following tips to provide the best 
chance for success:

1. Discover what types of properties and 
accommodations are most sought after by 
short-term renters in the locations where 
properties are listed.

2. Consider purchasing a multi-unit building, 
single-family home or a two flat to avoid 
homeowner association regulations or 
complaints from neighbors in multi-unit 
properties. Check local ordinances to make 
sure renting these specific properties is legal. 

3. Spend time on your rental profile before 
you go live. Get professional photos, write 
about all of its features and tell users what’s 
nearby. The more information, the better.

4. Review the benefits of setting a minimum 
stay of two days in smaller units and three 
days for larger ones. 

5. Determine if offering an incentive or 
discount for guests who stay a month or 
longer increases the number of rentals.
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Personal criticism

The personal nature of the reviews 
is another aspect that differentiates 
short-term from long-term rentals. When 
someone leaves a review of the proper-
ty, it is a direct reflection on the owner.

Deal with criticism in a positive way. 
Address real issues, such as lack of 
hot water, to ensure future guests don’t 
encounter the same problems. 

Understand there will always be issues 
that arise or people who simply can’t 
be satisfied. Realize you’ve done your 
best and move on.
“People are on vacation so they’re gen-
erally happy,” Thomas said. “There are 
those people out there, who you bend 
over backward to help, and 800 things 
can go right and one thing goes wrong. 
They’re going to focus on the one thing 
that went wrong.”

Traveler and host reviews 

The review process cuts both ways on 
short-term rental platforms. Renters review 
properties and hosts also rate the renters.

While short-term rental platforms help 
owners in the vetting process, they only go 
so far. 

“You have to use good judgment,” Thom-
as said. 

She cautions to beware of potential 
scammers, who sometimes say, “We don’t 
use online payment systems, can we send 
you a check directly?”

“We tell them, ‘We don’t take direct pay-
ment; we require our guests go through the 
system,’” Thomas said.

“Until it is booked, we don’t even give out 
the address,” Thomas said.  “We give them 
a general idea of where it is so that they can 
plan transportation, wine tastings, dinners, 
etc. Even with short-term rental vacation 
sites, there is a lot of phishing and scams, 
not to mention burglaries since it is well 
known that the properties are not usually 
occupied.”

As a host, it’s impossible to please 
everyone despite your best efforts and to 
determine if all guests will be a good fit for 
the property.

Thomas does everything she can to pro-
vide guests with a five-star experience for 
a couple of reasons.

“We try to go above and beyond for our 
guests because we want them to be repeat 
clientele or to tell their friends and to have 
them write a really good review on VBRO or 
Airbnb,” Thomas said.

What else can be done to protect the 
investment?

Do a simple Google search for the rent-
ers’ names and check out potential renters’ 
social media accounts. Are they new to the 
platform or have they had an account for 
a while? Be diligent. This step takes a few 
minutes and will save a lot of time on the 
back end.

Local ordinances

Agents need to know what is going on 
because these local decrees can make 
for a tough business environment. Know 
what ordinances are already in place and 
if any are pending. Then consider how 
they could impact rental potential. 

“Municipalities from coast to coast 
are keen to include this revenue-gener-
ating real estate model in their taxable 
coffers,” said Gallegos, a residential and 
commercial real estate agent based in 
Albuquerque, N.M. “This is often a cau-
tionary balance due to the enforcement 
of varied rules and regulations being 
proposed to monitor everything from 
real estate activity to advertising.”

Some of the existing laws in various 
U.S. cities include:

• Fines for violating ordinances.

• Taxes or surcharges that the Airbnb, 
VRBO or other platform may or may 
not collect.

• Limits on the number of days per year 
properties can be rented. 

• Restrictions on the number of unre-
lated adults that occupy a short-term 
rental.

• Petition processes to help neighbor-
hoods ban new listings. 

• Regulations on the number of daily 
rental properties allowed in a building 
or neighborhood. 

A realistic view 
In the world of short-term rentals, the potential for ROI is apparent, but the hurdles are not always as easy to see. 
Here are some issues to review before moving into this marketplace:


