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Signs of a Turnaround in the U.S. Housing Market
Harvard Research Center Releases The State of the Nation’s Housing 2012
CAMBRIDGE, MA - Housing markets are showing signs of reviving, concludes The State of the Nation’s Housing
report released today by the Joint Center for Housing Studies of Harvard University. “While still in the early
innings of a housing recovery, rental markets have turned the corner, home sales are strengthening, and a floor
is beginning to form under home prices,” says Eric S. Belsky, Managing Director of the Joint Center for Housing
Studies. “With new home inventories at record lows, unless the broader economy goes into a tailspin, stronger
sales should further stabilize prices and pave the way for a pickup in single-family housing construction over the
course of 2012.”
Rental markets are on the mend thanks to sharp drops in construction and an increase of over 4.4 million renters
since 2005. Rental vacancy rates are falling, rents are increasing, and multifamily construction is up solidly. In
contrast, the nation’s homeownership rate continues to slide.
“Surveys consistently find that the overwhelming majority of young adults plan to own a home in the future, but
many would-be buyers have stayed on the sidelines waiting for the job outlook to improve and house prices to
stop falling,” says Belsky. “But as markets tighten, these fence-sitters may begin to take advantage of today’s
lower home prices and unusually low mortgage rates. With rents up, home prices sharply down, and mortgage
interest rates at record lows, monthly mortgage costs relative to monthly rents haven’t been this favorable since
the early 1970s.”
While gaining ground, the homeowner market still faces a number of challenges, the Harvard report cautions. The
backlog of roughly two million homes in the foreclosure process will keep distressed sales elevated and could
keep price increases in check in places hardest hit by foreclosures. At the same time, growth may remain muted
due to the more than 11 million homeowners who owe more on their mortgages than their homes are worth.
These owners cannot sell without incurring a loss and have no home equity to borrow against to fund major
remodels.
“What the housing sector needs is a sustained increase in jobs to bring household growth back to its long-term
pace and spur demand,” says Chris Herbert, Director of Research at the Joint Center for Housing Studies. “The
country has seen new household formations fall well below expected long-run rates due to a falloff in young
adults being able to move out on their own and a slowdown in net immigration. Even in 2011, fewer than 700,000
households were added and that’s well below the 1.2 million or more annual trend expected under more normal
economic conditions.”
In the meantime, the inability of many homeowners to refinance, together with rising rents and high
unemployment, has lifted the number of households spending more than half their income on housing to record
heights. Between 2007 and 2010, the number of US households paying more than half of their income for housing
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rose by an astounding 2.3 million, bringing the total to a record 20.2 million. “While improving housing markets
will benefit the economy and many existing homeowners, it will also increase the cost pressure on others,”
Herbert notes. “Even as the recovery takes hold in many markets across the country, we cannot lose sight of
the long-run challenge of providing affordable housing for the most vulnerable, nor forget the damage done to
foreclosure-ridden neighborhoods, which will take years to heal.”

Download a PDF of The State of the Nation’s Housing 2012 at:
www.jchs.harvard.edu/research/state_nations_housing
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The State of the Nation’s Housing, released annually by the Joint Center for Housing Studies, provides a periodic assessment
of the nation’s housing outlook and summarizes important trends in the economics and demographics of housing. The report
continues to earn national recognition as an authoritative source of information regularly utilized by housing researchers,
industry analysts, policy makers, and the business community.
Principal funding for this report was provided by the Ford Foundation and the Policy Advisory Board of the Joint Center
for Housing Studies. Additional support was provided by the Federal Home Loan Banks, the Housing Assistance Council,
the National Association of Home Builders, the National Association of Housing and Redevelopment Officials, the National
Association of Local Housing Finance Agencies, the National Association of Realtors®, the National Council of State Housing
Agencies, the National Housing Conference, the National Housing Endowment, the National Low Income Housing Coalition,
the National Multi Housing Council, and the Research Institute for Housing America.
The Harvard Joint Center for Housing Studies advances understanding of housing issues and informs policy. Through its
research, education, and public outreach programs, the center helps leaders in government, business, and the civic sectors
make decisions that effectively address the needs of cities and communities. Through graduate and executive courses, as well
as fellowships and internship opportunities, the Joint Center also trains and inspires the next generation of housing leaders.
www.jchs.harvard.edu
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