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EXECUTIVE SUMMARY
Executive Summary

The US housing recovery
lost momentum in 2014
as homeownership rates
continued to fall, single-family
construction remained near
historic lows, and existing home
sales cooled. In contrast, the
rental market remained a bright
spot, fueled by strong growth in
renter households. With rents
rising and incomes well below
pre-recession levels, though,
the number of housing costburdened renters set another
record, far surpassing public
efforts to provide affordable
housing. And despite the
rebound in much of the nation,
a number of minority and lowincome neighborhoods remain
severely distressed.

HOMEOWNERSHIP AT 20-YEAR LOWS

One telling indicator of the state of the nation’s housing is the
drop in the homeownership rate to just 64.5 percent last year,
erasing nearly all of the increase in the previous two decades
(Figure 1). The number of homeowners fell for the eighth straight
year, signaling persistently weak demand in this key market
segment. And the trend does not appear to be abating, with the
national homeownership rate down to 63.7 percent in the first
quarter of 2015.
The falloff is evident across nearly all age groups (Figure 2). In
fact, the national homeownership rate remains as high as it is
only because the baby boomers (born 1946–64) are now in the
50-plus age groups when homeownership rates are high, and
because owners aged 65 and over have sustained historically
high rates. In sharp contrast, it was generation X (also known
as the baby bust, born 1965–84) that took most of the hit from
the housing bust.
Just before the crash, younger gen-Xers were in the prime
first-time homebuying years while older members of this
generation were at the stage when households tend to trade
up or make significant improvements to their existing homes.
When prices plummeted, many of these owners had little or no
equity to weather the recession. As a result, homeownership
rates among gen-Xers—now mostly in the 35–44 and 45–54
year-old age groups—have fallen further than those of any
other age group, and stand 4–5 percentage points below rates
among same-aged households 20 years ago. Whether these
households eventually catch up to the baby boomers in terms
of homeownership is unknown.
With the gen-Xers accounting for such a significant share of the
first-time and trade-up markets, the drop in their homeownership rates may well be a more critical factor in the ongoing weakness of the owner-occupied segment than the slow transition of
the millennial generation (born 1985–2004) into homebuying.
This is not to say, however, that the millennials do not face their
own financial hurdles to homeownership. Over the span of just
10 years, the share of renters aged 25–34 with cost burdens (paying more than 30 percent of their incomes for housing) increased
from 40 percent to 46 percent, while the share with severe
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burdens (paying more than 50 percent of income) rose from 19
percent to 23 percent. During roughly the same period, the share
of renters aged 25–34 with student loan debt jumped from 30
percent in 2004 to 41 percent in 2013, with the average amount
of debt up 50 percent, to $30,700.

FIGURE 1

The National Homeownership Rate Has Fallen
Back to 1993 Levels…
Homeownership Rate (Percent)
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Several other factors have also contributed to the substantial
decline in homeownership. Steady erosion of household incomes
since the start of the recession is one key ingredient, and restricted
access to financing is another. Facing heightened costs from delinquent loans, lenders are reluctant to lend to borrowers with less
than stellar credit. Indeed, Urban Institute estimates for 2001–13
indicate a 37 percent drop in home purchase loans among borrowers with scores between 660 and 720, compared with a 9 percent
decrease among borrowers with higher scores. While some of this
stringency may arise from more prudent assessment of borrower
creditworthiness, the magnitude of the declines—along with the
pristine performance of recently originated loans—suggests that a
significant portion reflects undue tightening of credit.

Source: JCHS tabulations of US Census Bureau, Housing Vacancy Surveys.

RENTAL MARKET BOOM

The flip side of falling demand for owner-occupied housing has
been exceptionally strong demand for rental units. According to
the Housing Vacancy Survey’s count, renter household growth
has averaged 770,000 annually since 2004. This makes 2004–14
the best 10-year period for renter growth since the late 1980s.
While soaring demand is often attributed to the millennials’
preference to rent, households aged 45–64 in fact accounted for
about twice the share of renter growth than households under
the age of 35. Similarly, households in the top half of the income
distribution, although generally more likely to own, contributed
43 percent of the growth in renters.

FIGURE 2

…But Rates for Most Age Groups Are Well
Below That Point
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To meet the surge in demand, the number of single-family
detached homes in the rental market increased by 3.2 million
on net between 2004 and 2013. This shift accommodated more
than half of the growth in occupied rentals over this period,
lifting the single-family share from 31 percent to 35 percent.
Developers also responded to soaring demand by steadily
expanding the multifamily housing supply, adding 1.2 million
apartment starts to the mix since 2010.
Despite this massive expansion of the stock, rental markets continued to tighten in 2014. The national vacancy rate dipped to
7.6 percent, its lowest point in nearly 20 years. As a result, rents
rose at a 3.2 percent rate last year—twice the pace of overall
inflation (Figure 3). MPF Research estimates that vacancy rates
for professionally managed apartments were even lower, at 4.6
percent, and fueled even larger rent increases of 3.8 percent.
Based on these strong fundamentals, apartment building prices
rose for the fifth consecutive year in 2014, up 15 percent. As
measured by Moody’s/RCA Commercial Property Price Index,
last year’s prices were 21 percent above their previous peak.
Lending for multifamily properties followed suit, with the total
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value of multifamily loan originations also rising 15 percent
in 2014. Banks and thrifts accounted for more than half of the
increase in multifamily mortgage debt outstanding.
With no signs of a slowdown in renter household growth, rental
markets are likely to remain tight in the near term. If strong
job growth continues, rental demand could get another lift as
increasing numbers of young adults move out of their parents’

FIGURE 3

With Vacancy Rates on the Decline, Rent Increases
Continue to Outpace Inflation

homes and into their own. Even so, the supply of new apartments should continue to grow as completions catch up with
starts, which would help to moderate future increases in rents.

THE LAGGING SINGLE-FAMILY RECOVERY

But the robustness of the multifamily market has not been
enough to lift overall construction volumes anywhere near their
historic average (Figure 4). A little over one million housing units
were started last year—a significant threshold by today’s standards. But until the recent downturn, this would have been the
lowest total in the past half-century.
Virtually all of the weakness is due to low levels of single-family
construction, with starts increasing only 5 percent for the year.
In contrast, multifamily starts remained on a strong upward
trajectory, rising 16 percent on top of substantial gains each
year since 2010. In fact, more multifamily units were started in
2014 than in any year since 1989.

Percent Change
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The softness in the owner-occupied market is also evident in
the 3 percent drop in existing home sales in 2013–14. The silver
lining, however, is a shift in the composition of sales, marked
by a slowdown in distress-related sales and a modest uptick in
traditional sales. Indeed, Metrostudy data show a 10 percent
drop in cash sales and a 15 percent drop in sales of bank-owned
properties, along with a 3 percent rise in mortgaged purchases
of non-bank-owned homes.

3
2
1
0
-1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Nevertheless, the lingering effects of the housing crash are clear.
Despite the rebound in home prices, many homeowners are still
left with negative or limited equity. CoreLogic pegs the number of

● CPI-U for All Items ● Rent of Primary Residence
Source: US Department of Labor, Bureau of Labor Statistics.

FIGURE 4

Despite the Strength of Multifamily Construction, Housing Starts Remain Near Historic Lows
Construction Starts (Thousands of units)
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owners with less than 20 percent equity at 15 million. Since these
owners would be hard pressed to cover the costs of selling their
homes and also come up with a downpayment on another property, they are effectively shut out of the housing market.
And with so many other would-be trade-up buyers constrained
by tight credit conditions, it is no surprise that inventories of

FIGURE 5

Household Growth Appears to Be Picking Up

existing homes on the market are so limited. April 2015 marked
the 32nd straight month that existing homes for sale held below
a six-month supply, the traditional measure of a balanced market. And with home price appreciation slowing in 2014, growth
in the number of owners that decide to sell may also decelerate.
At the same time, though, more modest price appreciation will
help to keep homeownership affordable, particularly if interest
rates rise as the economy nears full employment. Of course,
without more inventory, would-be homebuyers have limited
opportunities to take advantage of these conditions. In assessing the state of the housing market recovery, the existing home
inventory is a key metric to watch.
The weak single-family market reflects a number of short-term
conditions, including harsh winter weather and higher interest
rates in the early months of 2014, along with rising home prices
over the course of the year. But the long-term decline in household income is a more critical factor. Despite steady job growth
since 2010 and a drop in unemployment to less than 6 percent,
the labor market recovery has yet to generate meaningful income
gains. At last measure in 2013, median household income was
$51,900—still 8 percent below the 2007 level in real terms and
equivalent to 1995 levels. Still, there were encouraging signs in
early 2015 that wage growth may be picking up, a trend that
would clearly help to bolster all segments of the housing market.

Annual Household Growth (Millions)
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HOUSEHOLD GROWTH AND FUTURE HOUSING DEMAND
Note: Estimates are four-quarter rolling averages of year-over-year growth.
Source: JCHS tabulations of US Census Bureau, Housing Vacancy Surveys.

Despite conflicting reports from the major government surveys,
household growth may be reviving. The timeliest of the sources,

FIGURE 6

The Changing Age Distribution of the Population Is Reshaping Housing Demand
Household Growth (Millions)
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The millennials are now adding to the ranks of renters and will
eventually spur demand for first-time homeownership. As the
oldest members of this generation turn 30 this year and the
economy continues to recover, that demand should begin to
emerge more strongly. But given the diversity of the millennial
generation and the persistently large gaps in white-minority
homeownership rates, many of these households may find it
difficult to make the transition from renting to owning.

FIGURE 7

Even Moderate-Income Renters Struggle
to Afford Housing in High-Cost Metros
Share of Households with Cost Burdens (Percent)
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Meanwhile, the baby boomers are moving into their retirement years (Figure 6). A large majority will likely remain in their
single-family homes for the time being, implying lower turnover
in the housing market and higher spending on remodeling of
existing homes. In another decade, though, the oldest members
of this generation will be in their late 70s, a time of life when
living independently often becomes difficult. By 2025, the large
and growing population of seniors is likely to drive up demand
for alternative housing arrangements that offer a combination
of affordability, accessibility, and supportive services.

THE SPREAD OF RENTER COST BURDENS

Notes: Cost burdens are defined as housing costs of more than 30% of household income. Households with zero or negative income are
assumed to have burdens, while renters paying no cash rent are assumed to be without burdens. The ten highest-cost metros are
ranked by median monthly gross rents.
Source: Table W-4.

the Housing Vacancy Survey, indicates that after running at about
a 500,000 annual pace for much of 2014, a strong fourth quarter
brought household growth to about 800,000 for the year (Figure 5).
While such a dramatic upturn in one quarter is unlikely, other indicators of strengthening rental demand over the course of the year
are consistent with an uptick in household growth.
Moreover, two of the major trends contributing to the recent
slowdown in household growth—declines in headship rates
among young adults and in net immigration—appear to be
reversing. Recent surveys suggest that the share of young
adults moving into independent households is stabilizing. In
combination with the aging of the millennials into their 20s
and early 30s, this sets the stage for stronger household growth.
Meanwhile, net immigration was close to the one-million mark
in 2014 for the first time since 2007.
With headship rates firming and immigration resuming, the
Joint Center for Housing Studies projects that household
growth will return to its longer-run average of just under 1.2
million annually in 2015–25. The sheer size of the millennial
generation—already larger than the baby-boom generation at
the same stage of life—will drive most of this growth. Moreover,
these projections assume no increase in today’s lower headship
rates for young adults. If rates of living independently among
this age group do rebound, household growth will be even stronger in the decade ahead.

Even before the Great Recession, both the number and share
of US households paying more than 30 percent of income for
housing were on the rise. But the cost-burdened share of homeowners began to recede in 2010, not only because many overleveraged households lost their homes to foreclosure, but also
because low interest rates helped to reduce monthly mortgage
costs. As a result, the cost-burdened share of homeowners fell 5
percentage points in 2010–13, to about one quarter.
The cost-burdened share of renters, in contrast, held near
record highs in the face of stagnating incomes and steadily rising rents. In 2013, almost half of all renters had housing cost
burdens, including more than a quarter with severe burdens
(paying more than 50 percent of income for housing). Although
these shares remained slightly below their peaks in 2013, the
total number of renters with housing cost burdens increased
over the year because the total number of renters increased.
While long a condition of low-income households, cost burdens
are spreading rapidly among moderate-income households
(Figure 7). The cost-burdened share of renters with incomes
in the $30,000–45,000 range rose 7 percentage points between
2003 and 2013, to 45 percent. The increase for renters earning $45,000–75,000 was almost as large at 6 percentage points,
affecting one in five of these households. On average, in the ten
highest-cost metros—including Boston, Los Angeles, New York,
and San Francisco—three-quarters of renters earning $30,000–
45,000 and just under half of those earning $45,000–75,000 had
disproportionately high housing costs.
Much to their detriment, cost-burdened households are forced
to cut back on food, healthcare, and other critical expenses.
Affordable housing thus means a dramatic improvement in
quality of life for households able to obtain it, but federal assis-
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FIGURE 8

Neighborhoods with the Largest Price Declines
Are Predominantly Minority and Low Income
Share of Zip Codes (Percent)

Distressed neighborhoods have disproportionately large shares
of minority and low-income residents. In more than half of the
areas where house prices were still depressed by more than
35 percent, minorities make up the majority of households
(Figure 8). The median poverty rate is also close to 19 percent, or
about twice that of all neighborhoods.
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number of seriously delinquent loans accounted for about half
of all such loans nationally in 2014. While located in states
across the country, many of these communities are concentrated in Florida, New York, New Jersey, and Illinois.

25–35 Percent

10–25 Percent

10 Percent and Under

Decline in Median House Price

In many of these communities, disinvestment was widespread
even before the housing crisis hit. Neighborhood revitalization
thus requires comprehensive efforts to improve public services
and infrastructure related to education, transportation, public
safety, and employment. But affordable, good-quality housing
must still be the cornerstone of any efforts to stabilize these
long-distressed areas.

● Majority-Minority ● Low Income
Notes: Data include only zip codes with populations of at least 500. Low-income zip codes have a median income of less
than 80% of the state median.
Source: JCHS tabulations of US Census Bureau, 2009–13 Five-Year American Community Survey; Zillow’s Home Value Index.

tance lags far behind need. Although funding for housing choice
vouchers did increase in recent years, the cost of subsidies
also rose, limiting growth in the number of federally assisted
households. Meanwhile, severe cuts in the HOME program have
hampered the ability of state and local governments to add new
assisted units. To make matters worse, the affordability periods
of more than 2 million assisted housing units are set to expire
over the coming decade, and preserving this critically important
resource will require a renewal of federal commitments. The
Low Income Housing Tax Credit program—the key tool for both
developing and preserving affordable rentals—is under increasing pressure from these competing needs.

PERSISTENT NEIGHBORHOOD DISTRESS

By a variety of measures, the national housing market has
largely recovered from the worst of the downturn, but pockets
of distress remain. For example, Zillow reports that home prices
are within 11 percent of their previous peak nationally. In about
a tenth of the nation’s zip codes, however, prices are still more
than 35 percent below peak. This has left 26 percent of homeowners in these neighborhoods underwater on their mortgages,
roughly twice the share in the nation as a whole.
Similarly, mortgage delinquency rates nationwide have fallen
by half since the foreclosure crisis peaked. But the remaining
loans that are seriously delinquent (90 or more days past due
or in foreclosure) are concentrated in relatively few neighborhoods. Indeed, the 10 percent of zip codes with the highest
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THE OUTLOOK

Despite the slowdown in 2014, the housing market recovery
could regain steam in 2015 if continued employment growth
helps to lift household incomes. But the lingering effects of
the housing crash and Great Recession continue to impede
the recovery. Millions of owners still have little or no equity
in their homes and/or damaged credit histories, dampening
demand in both the first-time buyer and trade-up markets.
Although members of the millennial generation are starting
to find their footing in the job market and helping to propel
rental demand, many of these young adults are saddled with
rent burdens and student loan payments that will slow their
transition to homeownership.
Looser mortgage lending criteria would help. Given that a substantial majority of US households desire to own homes, the
challenge is not whether they have the will to become homeowners but whether they will have the means. In the past year,
Fannie Mae and Freddie Mac, along with the Federal Housing
Administration (FHA), have taken a number of steps to expand
low-downpayment lending to borrowers with lower credit
scores. Whether these changes can spur a meaningful increase
in lending is still a question.
Meanwhile, the persistent strength of rental demand has fueled
steadily rising rents and a surge in multifamily construction.
With renter household growth continuing to climb, the growing supply of new market-rate units is unlikely to outstrip
demand in most metros, although some markets may be closer
to saturation than others. In contrast, the shortfall in affordable
housing remains substantial as the number of cost-burdened
low-income renters continues to rise. Reversing this trend will
require a firm recommitment of the nation to the goal of secure,
decent, and affordable housing for all.

2

HOUSING MARKETS

Although the news was mixed
in 2014, housing markets made
some advances that set the stage
for moderate growth. Singlefamily construction continued
to languish, but multifamily
construction remained on a
strong upward trajectory.
New home sales were sluggish,
but distress-related sales of
existing homes fell sharply.
In addition, rising home prices
helped to reduce the share of
underwater borrowers, and
foreclosures were on the decline.
Many homeowners with low-value
houses, however, still faced the
problem of negative equity.

HOUSING CONSTRUCTION TRENDS

Homebuilding activity continued to increase in 2014, with housing starts up 8.5 percent (Figure 9). But because growth was from
such a low base, this gain amounted to fewer than 80,000 additional units. And despite surpassing the one-million unit mark,
residential construction for the year still lagged below any level
posted from 1959 through 2007.
The weakness centered once again on the single-family side.
Starts increased by just 30,300 units in 2013–14, to 647,900—
which, up until 2008, would have been the lowest annual level
in the postwar era. By comparison, multifamily starts continued
their run, rising by 48,100 units to 355,400. Indeed, growth in
construction of multifamily units last year was a little under
16 percent.
Reflecting the low level of residential construction in general,
and of single-family homes in particular, the housing sector
contributed only modestly to the economy in 2014. Residential
fixed investment (RFI)—which includes homebuilding as well as
homeowner spending on improvements—accounted for just 3.2
percent of GDP, significantly less than the 4.5 percent averaged
in records dating back to 1969.
Despite its relatively small share of the economy, residential
fixed investment has at times generated 15–20 percent of
annual GDP growth. Last year, however, housing’s contribution
decreased steadily as overall economic growth accelerated. For
2014 as a whole, RFI accounted for a negligible 0.05 percentage
point of the 2.4 percent increase in GDP (about 2 percent), a significant drop from its 0.33 percentage point shares (about 14–15
percent) in 2012 and 2013.
With the weakness in construction, homeowner improvements
continued to prop up residential spending. While government
estimates vary, the Census Bureau and Bureau of Economic
Analysis both report that homeowner outlays for improvements
accounted for about a third of residential construction spending last year—down from nearly half at the 2011 peak, but still
above the quarter averaged in 1993–2006.
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FIGURE 9

After a Surge in 2013, Nearly All Major Housing Indicators Slowed in 2014
Percent Change

2012
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2012–13

2013–14

Residential Construction (Thousands of units)
Total Starts
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925

1,003

18.5

8.5

Single-Family

535

618

648

15.4

4.9

Multifamily

245

307

355

25.3

15.7

Total Completions

649

764

884

17.7

15.6

Single-Family

483

569

620

17.8

8.9

Multifamily

166

195

264

17.4

35.3

447

519

550

16.1

5.9

New (Thousands)

368

429

437

16.6

1.9

Existing (Millions)

4.7

5.1

4.9

9.2

-2.9

New

252.8

273.3

282.8

8.1

3.5

Existing

182.3

200.3

208.3

9.9

4.0

Construction Spending (Billions of dollars)
Residential Fixed Investment
Home Sales

Median Sales Price (Thousands of dollars)

Notes: Components may not add to total due to rounding. Dollar values are adjusted for inflation by the CPI-U for All Items.
Sources: US Census Bureau, New Residential Construction and New Residential Sales data; National Association of REALTORS®, Existing Home Sales; Bureau of Economic Analysis, National Income and Product Accounts.

FALTERING HOME SALES

Behind the lackluster performance of single-family construction is the persistent weakness in new home sales. Sales of new
single-family homes increased just 2 percent last year, a sharp
slowdown from the 17 percent pace of 2013. At just 437,000
units, new home sales were still up more than 40 percent from
the cyclical low in 2011, but roughly 30 percent below the
annual averages in the 1970s, 1980s, and 1990s.

Other sources confirm this trend. CoreLogic, for example,
reports that the share of cash sales fell again in February 2015,
marking 26 consecutive months of year-over-year declines. At
38 percent of home sales, cash sales were 9 percentage points
below the 2011 peak, but still well above the 25 percent annual
average before the housing boom and bust.

THE DRAG OF LOW INVENTORIES

While not nearly as depressed as new home sales, existing
home sales also lost momentum in 2014, falling to 4.9 million units. Indeed, the National Association of Realtors (NAR)
reports a 2.9 percent drop for the year. Although significantly
slower than in 2012 and 2013, the pace of existing home sales
in 2014 was still almost 20 percent above the recessionary low
in 2008.
The good news is that the softness in existing home sales largely
reflects a decline in distress-related sales, suggesting that markets are stabilizing. Metrostudy data show dramatic declines in
investor purchases as well as in all-cash sales and sales of bankowned properties (Figure 10). At the same time, mortgaged home
sales and regular (non-REO) re-sales to owner-occupants—the
traditional foundation of the home sales market—were both up
for the year.

8
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While the average number of homes for sale edged up 3.8
percent in 2014, the increase was apparently driven by the
slowdown in sales rather than growth in the number of homes
put on the market. Even so, the average supply increased to
5.2 months for the year, up from 4.9 months in 2013 but still
under the 6.0 month level indicating market balance. Estimates
through April, however, show that the for-sale inventory in
early 2015 was back below year-earlier levels.
Several trends have combined to shrink the pool of homes
available for sale. For one, many owners are unable to put their
homes on the market because the price drop during the housing
crash left them with little or no equity. According to CoreLogic,
10.8 percent of homeowners with mortgages were still underwater on their loans in the fourth quarter of 2014, and another 2.8
percent had less than 5 percent equity.

FIGURE 10

A Steep Drop in Distress-Related Sales Drove the Slowdown in Overall Home Sales Last Year
Percent Change 2013–14
5
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Note: REO sales are of real estate owned by lenders.
Source: JCHS tabulations of Metrostudy data.

The lack of homes for sale also reflects decade-long trends. In
particular, the aging of the population and declines in age-specific homeownership rates have drastically reduced the number of
homeowners in their 30s and 40s—the age groups that traditionally account for more than half of all participants in the homebuying market. The replacement of the larger baby-boom generation by the smaller gen-X population in these key age groups has
thus reduced the pool of owners most likely to put their homes
on the market and to buy other properties. Indeed, the number of
homeowners aged 35–39 (prime ages for new-home and trade-up
buying) is down 23 percent from a decade ago (Figure 11).

FIGURE 11

The Aging of the Gen-X Population Has Reduced the
Number of Homeowners Most Likely to Trade Up
Percent Change 2003–13
40
30
20
10
0
-10
-20
-30

25–29

30–34

35–39

40–44

45–49

50–54

55 and Over

Age of Household Head
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Source: JCHS tabulations of US Census Bureau, Current Population Surveys.

In addition, many homes remain stuck in the foreclosure
process or held off market. The Mortgage Bankers Association
(MBA) estimates that the number of homes in foreclosure
nationwide exceeds 920,000 units. The Housing Vacancy
Survey also shows no improvement in the share of vacant
homes held off market in total or held off for “other reasons,”
including foreclosure.

At the same time, the changing age structure of the population
implies lower residential mobility. Older households move less
often than younger households, which means that fewer buy
and sell homes. And while residential mobility rates have been
falling for decades, the Great Recession accelerated the pace of
decline, especially among homeowners. This trend extends to
young adults, the age group with the highest propensity to move
from one home to another.
Looking ahead, inventories of homes for sale could build as owners become more confident about the market. As it is, survey data
from Fannie Mae indicate that 41 percent of respondents felt it was
a good time to sell in the fourth quarter of 2014—a big improvement from the 11 percent share in the fourth quarter of 2011. In
addition, many borrowers who lost their homes to foreclosure
have had that blemish wiped from their credit reports, making
them again eligible for FHA and other mortgages. This could provide a tailwind for the market. According to NAR estimates, up
to 1.0 million such households have already restored their credit
standing, and 1.5 million more could do so shortly. Still, several
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factors—such as rising interest rates, low equity, or ongoing credit
impairment—could have a contrary effect, leaving owners stuck in
their current homes and keeping for-sale inventories tight.

FIGURE 12

The Strength of New Home Prices Is Largely Due
to the Weakness in Low-End Sales
New Homes Sold (Thousands)
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FIGURE 13

While Existing Home Prices Continued to Rise in 2014,
the Pace of Appreciation Slowed
Indexed Home Price (Thousands)
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PRICES ON THE RISE

While the volume of new homes built is near record lows,
the prices of those homes have hit a record high. Even with
the slowdown in appreciation from 8.1 percent in 2013 to 3.5
percent in 2014, the median sales price of new homes stood at
$283,000 last year—some 35 percent above the median sales
price of existing single-family homes.
Rather than signaling a broadly healthy market, however, this
record-setting price is largely due to changes in the size, quality,
type, and location of new homes. Although the median price of
new single-family homes sold last year was 31 percent above
the 2009 cyclical low in nominal terms, the constant-quality
price index for new homes was up only 14 percent. An increase
in size appears to be the cause, with the typical new home 12.5
percent larger in 2013 than in 2009. This trend is especially
evident in the Midwest, where the size of the typical new home
increased nearly 25 percent in 2009–13, helping to give median
prices a 43 percent lift over this period. Indeed, the rise in the
median new home price reflects weak sales of moderately
priced homes, which normally account for the majority of purchases (Figure 12). As a result, the median price of new homes
could dip when sales of lower-end homes pick up again.
According to the National Association of Realtors, median prices
for existing homes sold were up for the third consecutive year
in 2014, rising 4.0 percent from 2013, to $208,300. As in the new
home market, existing home prices benefited not only from low
inventories but also from strong demand for higher-quality units.
MBA survey data indicate that the average loan size for home
purchase applications increased even faster than house prices
in 2012–14, and hit a record high in March 2015. Meanwhile, the
jumbo mortgage segment largely drove the increases in the MBA
Mortgage Credit Availability Index last year.
House price indexes that are less affected by changes in the
mix of existing homes sold than the NAR measure also point to
a slowdown in price appreciation in 2014. The CoreLogic Home
Price Index, for example, shows a steady year-over-year cooling from 11.4 percent in January to 4.7 percent in December
(Figure 13). Zillow reports a slightly smaller decline from 7.8
percent to 4.5 percent.
The relative easing of home price appreciation was apparent
across the 20 metros tracked by the CoreLogic Case-Shiller
indexes. At the high end, San Francisco posted a healthy 9 percent rise in prices for the year, albeit significantly below the 23
percent jump in 2013. Price increases in Las Vegas also slowed
from 26 percent to 7 percent in 2014. Meanwhile, Chicago and
Washington, DC, were at the bottom of the list for home price
appreciation, joined by formerly high-flying Phoenix.

FIGURE 14

Although the Number of Underwater Homeowners Is
Shrinking, Many Borrowers Still Have Little Equity
Households (Millions)
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Nationally, however, consistent increases in existing home prices have reduced the share of underwater owners from a peak
of more than 25 percent in 2011 to 10.8 percent in the fourth
quarter of 2014. This represents a drop from over 12 million
homeowners to 5.4 million (Figure 14).
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Within metro areas, negative equity problems are highly concentrated in minority and low-income neighborhoods. In the 10
percent of zip codes with the highest rates of negative equity,
the average minority share of the population is 51 percent and
the typical household income averages just 83 percent of the
state median. And at the household level, the 2013 American
Housing Survey indicates that 29 percent of black and 25 percent
of Hispanic homeowners were upside down on their mortgages,
compared with 16 percent of white and Asian/other owners.
Shares of negative equity loans are highest among homeowners
aged 25–44 (19 percent), but also significant among homeowners aged 65 and over (a little over 11 percent).
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Note: Annual household counts are as of the fourth quarter.
Source: JCHS tabulations of CoreLogic data.

Price appreciation within the bottom tier of homes generally
outpaced the rest of the market, in some cases significantly. For
example, prices for the lowest tier of existing homes in Chicago
were up 12 percent in 2014, compared with just 1 percent in
the metro area as a whole. Similarly, bottom-tier home prices
in Atlanta climbed 15 percent last year, three times the rate of
the metro-wide increase. The high appreciation rate in this tier
of the market likely reflects the decline in distress-related sales,
as well as the widespread shortage of low-priced homes for sale.

NEGATIVE EQUITY PRESSURES

But despite their recent upturn, prices of low-tier homes remain
far below their mid-2000s peaks, leaving many owners with negative equity. According to CoreLogic data, 16 percent of homeowners with mortgaged units valued at less than $200,000 were
underwater on their loans at the end of 2014, compared with
just 6 percent of owners of higher-valued homes. Zillow noted
a similar pattern at year-end, finding that 27 percent of households with mortgages owning bottom-tier homes had negative
equity, compared with 15 percent of those owning middle-tier
homes and 9 percent of those owning top-tier homes.
Negative equity remains widespread in states where house
prices fell the most during the downturn. Shares of underwater
loans are predictably highest in states such as Nevada (24 percent), Florida (23 percent), and Arizona (19 percent), although
they are also high (16 percent) in Illinois and Rhode Island.
These five states alone account for more than a third of underwater mortgages. At the metro level, Tampa and Phoenix have
the largest shares of negative equity loans, followed by Chicago.

The number of homeowners with near-negative equity (less
than 5 percent) also improved from 2.4 million in 2011 to 1.4
million in 2014. Like underwater homeowners, these households are stuck in place because they are unable to cover the
costs of selling their homes. Indeed, even homeowners with low
equity (5–20 percent) may not be able to afford to sell or qualify
for additional financing to make home improvements or cover
other needs. Troublingly, the number of households in this category has held between 8 million and 9 million since 2011. At
the end of 2014, the total number of households with low, nearnegative, and negative equity still exceeded 15 million.

REDUCTION IN DISTRESSED BORROWERS

On the positive side, the share of loans entering the foreclosure
process in 2014 was at its lowest level since 2006. In addition,
the share of severely delinquent loans (90 or more days past
due) or in foreclosure dropped 1 percentage point in the fourth
quarter, to 4.5 percent. For the year overall, the number of
severely delinquent loans was down 11 percent and the number
of homes in foreclosure was down 20 percent, bringing the yearend total below two million for the first time since 2007.
Some of the states hardest hit by the foreclosure crisis led the
drop (Figure 15). In Florida, the foreclosure inventory fell by 37
percent in 2014 and now stands 68 percent below the peak in
2010. The numbers of homes in foreclosure were also off 23 percent in Arizona and 17 percent in California, leaving inventories
in both states more than 80 percent below peaks.
In contrast, progress in certain northern states has been slow, in
part because of protracted foreclosure processes. In New York,
the number of foreclosed homes shrank by 10 percent in 2014
but remained just 16 percent below peak levels. In New Jersey,
the inventory of foreclosed homes was unchanged last year,
stuck just 14 percent below the peak. As a result, New Jersey
overtook Florida as the state with the largest share of mortgaged
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FIGURE 15

Foreclosure Inventories Have Dropped Sharply, Especially in the Hardest-Hit States
Homes in Foreclosure (Thousands)
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homes in foreclosure. It should be noted, however, that New
York and New Jersey have also posted below-average improvement in 60- and 90-day delinquencies and above-average rates
of 30-day delinquencies, implying that high delinquency rates
are a factor on their own.

THE OUTLOOK

Given how far housing markets have to go to regain even preboom levels, the slowdown in construction, sales, and price
appreciation in 2014 set off some alarms. Indeed, the housing supply expanded less in the previous 10 years than in any
decade since the 1940s, while existing home sales were running
at late-1990s rates.
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Even so, a deceleration from the robust house price appreciation
of 2013 could be a sign that markets are returning to balance
as a result of stable interest rates and fewer sales of distressed
homes. With foreclosures and delinquency rates on the decline
and steady job growth holding promise of wage gains, housing
markets thus appear poised for a new phase of growth mirroring that of the overall economy. But like that of the economy,
the recovery is likely to continue at only a moderate pace until
income growth picks up and rising home prices help to reduce
the number of underwater and distressed homeowners.

3

DEMOGRAPHIC DRIVERS

As the US population becomes
both older and more diverse
in the coming decades, the
demand for alternative types of
housing will increase. Although
the baby boomers will continue
to drive much of this shift, the
millennial generation will play
an increasingly large role in
the rental and first-time buyer
markets. In fact, household
growth—the key driver of housing
demand—among this younger
generation finally appears to
be picking up. Many of these
new households, however,
face stagnant incomes and
high student debt that limit
their opportunities to make the
transition from renting to owning.

LONG-TERM TRENDS

Two long-term demographic trends have wide-ranging implications for housing demand: the overall aging of the US population
and growth in the minority share of households. The median age
of the population already stands at 37.8 years and is projected
to reach 41.0 years in 2035 as the baby-boom generation (born
1946–64) replaces the much smaller silent generation in the older
age groups (Figure 16). Over the next two decades, the number of
adults aged 70 and over will thus increase by 91 percent.
The existing housing stock is unprepared to meet the needs of
a large and growing senior population. Many older adults live
alone, have at least one type of disability, and have limited
resources to pay for suitable housing. As a result, the demand
for units that are affordable, accessible, and provide social connection as well as supportive services will grow increasingly
acute over the next two decades.
At the other end of the age spectrum, the large millennial generation (born 1985–2004) will have its own impact on housing
markets. At more than 86 million, the number of people in this
age group—already exceeding that of the baby boomers at similar ages—will increase over the next 20 years as immigration
(typically of young adults) continues to pick up. Although they
are only now beginning to live on their own, millennials will
likely form even more households than the gen-Xers and even
the baby boomers (Figure 17).
Since renting is usually the first step in independent living, the
millennials have already contributed to the robust growth in
renter households over the past few years. Indeed, with their
lower homeownership rates and slower transitions to marriage
and childrearing, members of this generation will continue to
have a profound impact on rental demand. But like generations
before them, the millennials are likely to participate more fully
in the first-time buyer and trade-up markets as they move into
their 30s and 40s. Over the next two decades, the aging of the
millennials will increase the population in the key 30–49 yearold age group by 17 percent.
Millennials are also driving the increase in racial and ethnic
diversity. The minority share of this generation is already
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FIGURE 16

The US Population Will Continue to Shift into Older Age Groups Over the Next Two Decades
Population (Millions)
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at 45 percent, significantly higher than the 40 percent share
among gen-Xers and 28 percent share among baby boomers.
Hispanics alone make up 22 percent of the millennial generation, compared with 19 percent of gen-X and 10 percent of the
baby boom. Hispanic millennials also outnumber Hispanic baby
boomers by more than two to one. And given that most of the
households lost to death and other life events in the decades
ahead are white, minorities are expected to drive 76 percent of
net household growth over the next 10 years and fully 85 percent over the next 20.

Following a severe slowdown after the Great Recession, net
international immigration revived from just 704,000 in 2011 to
996,000 in 2014. With this rebound, Asians now make up the
largest share of immigrants while Hispanics—particularly from
Mexico—continue to lose share. Although still below the 1.2
million annual average in 2000–07, the pace of immigration is
projected to pick up in the decades ahead and add significantly
to the growth in housing demand (Figure 18).

The growing diversity of US households highlights the need for
alternative types of housing that address a broad range of cultural preferences. For example, minority households are more
likely to be multigenerational, suggesting increased demand
for larger homes that accommodate these family groupings.
In addition, if minorities continue to have lower incomes and
wealth than white households, their growing presence in the
market will increase the need for more affordable housing
options as well as for mortgage products suited to their financial
circumstances.

While the three major Census Bureau surveys disagree on
the exact number, household growth has held in the 600,000–
800,000 range since 2008—far below the 1.2–1.4 million annual
average of previous decades. Measures of household growth
continued to show only modest increases for much of 2014. As
the year came to a close, however, the Housing Vacancy Survey
reported a marked pickup that brought the pace of growth
closer to its long-run potential. While the magnitude of the
sudden increase is suspect, other data—such as the increase
in rental unit absorptions over the past year—also suggest that
household growth is beginning to revive.

UPTURN IN IMMIGRATION

Among the demographic trends that should help to sustain
stronger growth in households is the aging of the millennials
into young adulthood, the phase when individuals are most
likely to move out of their parents’ homes into their own.
Indeed, with the millennial population maturing and displacing the smaller gen-X population, the number of adults in the
20–29 year-old age group rose by 4.7 million between 2003

SIGNS OF STRONGER HOUSEHOLD GROWTH

Much of the growing diversity of the US population reflects the
wave of immigration that began in the 1970s and continues
to this day. The foreign born represent a significant source of
housing demand, accounting for about 40 percent of household
growth in the second half of the 1990s and nearly a third of
household growth in the 2000s.
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FIGURE 17

The Large, Diverse Millennial Generation Is Only Now Beginning to Form Households
Population in 2013 (Millions)
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FIGURE 18

Growth in the Foreign-Born Population Is Approaching
the Latest Census Bureau Projections
Annual Net International Immigration (Millions)
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and 2013. Assuming these young adults had formed independent households at the same rate as their predecessors
in 2003, this increase would imply the addition of 1.8 million
households. Instead, the housing crash and Great Recession
reduced household growth among this age group to just
550,000—fully 1.2 million fewer than population growth alone
would suggest.
But with the economy recovering and the labor market making
steady gains, employment of younger adults is on the rise. In
the first quarter of 2015, the unemployment rate for adults in
their late 20s and early 30s was a full percentage point lower
than a year earlier, and the number of employed adults in this
age group was 1 million higher. This is good news for housing
demand, given that employed younger adults are 50 percent
more likely than unemployed younger adults to head independent households.
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Income, of course, is also a critical factor. More than half of
adults aged 25–34 taking home at least $45,000 a year head
their own households, compared with just over a third of those
earning less than $15,000. The pickup in wage growth among
younger adults from 0.2 percent in 2013 to 2.4 percent in 2014
should thus continue to lift household formation rates among
this key age group.

HOUSEHOLD INCOME INCHING UP

Six years after the recession’s official end, households are just
starting to see modest income growth. The latest estimates indi-
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FIGURE 19

Median Household Income Has Receded
to 1995 Levels in Real Terms
2013 Dollars
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The depressed incomes of households in general and of racial/ethnic minorities in particular reflect a shift in the income distribution. Even after accounting for inflation, the number of households
earning under $25,000 rose 18 percent over the decade while the
number earning $75,000 or more was up only 4 percent.
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cate that real median household income rose 2 percent between
2012 and 2013, to $51,900. More recently, average hourly earnings and the employment cost index both edged up in the first
quarter of 2015. While many workers are still under-employed
or have left the labor force, the drop in unemployment to less
than 6 percent could help to put upward pressure on wages.
Full recovery in incomes, however, remains a long way off. At
last measure in 2013, the real median household income was
8 percent below the 2007 peak and equivalent to inflationadjusted levels in 1995 (Figure 19). And given that recent income
growth has not been shared equally, the setbacks for some
age groups have been larger than for others. For example, real
incomes for households aged 25–34 are back to mid-1990s levels, while those for households aged 35–44 are at mid-1980s
levels. Worse still, real incomes for households aged 45–54 are
at their lowest level since the late 1960s.
And although households aged 55–64 did not experience the
largest declines, they are the only age group that did not see
income growth in 2013. Instead, their median income fell 3
percent last year to stand 7 percent below the 2003 level. Weak
income growth among this age group is particularly concerning
because these adults are at the stage in life when they should
be saving for retirement.
Median incomes for each major racial/ethnic group have also
fallen significantly. Although recovering the most (1 percent)
in 2010–13, incomes of black households were still nearly
8 percent below their level in 2003. Incomes for Asian and
other minority households were down just 1 percent over
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this period, leaving their incomes 6 percent below a decade
earlier. In contrast, the incomes for whites (up less than 1
percent) and Hispanics (down 1 percent) both stand 4 percent
below decade-earlier levels. Overall, the median household
income of minorities in 2013 was $17,600 (30 percent) below
that of whites.
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Part of the increase in the number of lower-income households
reflects the 14 percent rise in the number of people living alone
between 2004 and 2014. Last year, single persons accounted for
just 6 percent of households in the top income decile, but fully
58 percent of those in the bottom decile. In contrast, nearly
three-quarters of households in the top income decile included
two or more earners. Of these top-income households, over 80
percent were married couples.
The trend toward longer work lives should help to lift
incomes. More and more older adults are working past the
traditional retirement age. As a result, the real median
income of households aged 65 and over jumped 18 percent
between 2004 and 2013, largely due to increased labor force
participation. Some 18 percent of older households were
headed by a working adult in 2014, an increase of 5 percentage points since the 1990s.

HOUSING EQUITY AND HOUSEHOLD WEALTH

With house prices on the upswing, home equity is again contributing to household net wealth. According to Federal Reserve
Board flow of funds data and taking inflation into account,
aggregate home equity was up 8 percent in 2014 and a whopping 60 percent since 2010. By comparison, household net
wealth rose 3 percent in 2014 and 22 percent since 2010.
Like income growth, the increases in net wealth have not been
equally shared. The Survey of Consumer Finances reports that
median household wealth actually fell 1 percent from 2010 to
2013, suggesting that growth was concentrated among households at the top of the distribution. At just $81,400, median net
household wealth is down 40 percent from the 2007 peak in real
terms and at its lowest level in more than two decades.
This decline is largely due to the housing market crash.
Median home equity in 2013 was 32 percent below the 2007
peak and back to levels in the late 1990s. Hispanics were hit
hardest with a 48 percent drop in housing wealth in 2007–
13—significantly worse than the 28–30 percent decline among
black and white owners. As a result, the real median housing wealth of Hispanic homeowners in 2013 stood 5 percent
below the level in 1992.

This drop clearly demonstrates how outsized dependence on
home equity as a financial cushion can leave owners—particularly low-income and minority owners—vulnerable to falling
prices. Indeed, home equity contributes a disproportionate
share (81 percent) of net wealth among the typical owner in the
lowest income quartile, compared with just under a quarter (24
percent) among those in the highest income quartile. Housing
wealth also represents a much larger share of the net worth of
the typical black or Hispanic homeowner (58 percent) than of
the typical white homeowner (37 percent).
Even so, home equity remains a key source of household wealth,
accounting for $80,000 of the $195,500 median net wealth of
homeowners in 2013. By comparison, the median net wealth of
renters was just $5,400. The difference in net wealth between
owners and renters is particularly stark among low-income and
minority households (Figure 20).

DECLINING MORTGAGE DEBT

Homeowners continued to pare down their mortgage debt in
2014. The Federal Reserve Board’s flow of funds data show
that real aggregate mortgage debt totaled about $9.4 trillion
last year, a 2 percent decline from 2013 and a 13 percent
drop from 2010. While reflecting in part the ongoing decline
in homeownership, the outstanding mortgage balance of the
typical owner also fell in 2013, down to $115,000, or 4 percent
below the recent peak.

Older homeowners are one group for which high mortgage debt
is still a concern because they are entering their retirement years
with declining incomes. More than a third (38 percent) of owners
aged 65 and over had mortgages in 2013, up from a little over a
quarter in 2001. Moreover, the median amount of debt they carried
doubled over this period in real terms. At the same time, the real
median equity of older owners in 2013 was down to $125,000—
lower than in any year since 1998. Having less equity and large
mortgage payments late in life is a troubling prospect for households on fixed incomes.

STUDENT DEBT ON THE RISE

Even as households shed mortgage debt, consumer debt balances continued to climb last year. According to the Federal
Reserve Bank of New York, non-housing debt climbed 6 percent to $3.0 trillion in 2014—a 12 percent increase from 2004
in real terms.
Student loans account for virtually all of this growth. Fully 20
percent of all US households carried student loan debt in 2013,
more than double the 9 percent share in 1989. Most of the growth,
however, was among younger adults. In 2001, 22 percent of households aged 20–39 carried an outstanding student loan balance. In
2013, that share was 39 percent (Figure 21). While nearly two-thirds
(64 percent) of younger adults with student loan debt owed less
than $25,000 in 2013, a fifth (19 percent) had balances of at least
$50,000—more than three times the share in 2001.

FIGURE 20

Despite the Downturn, Housing Remains the Primary Form of Wealth for Low-Income and Minority Households
Median Net Wealth (Thousands of 2013 dollars)
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FIGURE 21

Growing Shares of Young Households Are Carrying
Higher Levels of Student Loan Debt
Percent

2013 Dollars
40,000

40

35,000

35

30,000

30

25,000

25

20,000

20

15,000

15

10,000

10

5,000

5

0

0
2001

2004

2007

2010

2013

● Average Outstanding Student Loan Debt [Left scale]
● Share of Households Aged 20–39 with Student Loan Debt [Right scale]
Notes: Student debt is reported for the entire household. Average outstanding student loan balances exclude households without debt.
Source: JCHS tabulations of Federal Reserve Board, Surveys of Consumer Finances.

Student loan payments often take a significant bite out of
household finances. In 2013, 8 percent of all households repaying their student loans had high debt burdens (payments
exceeding 14 percent of monthly income). The share of renters aged 20–39 with these debt burdens was especially high at
19 percent. Given that renters already have very modest cash
reserves, the growth in student debt burdens further undermines their ability to build savings for emergencies, retirement,
or downpayments on homes.
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Another concern is the substantial growth in the number of
young households with student debt but lacking a degree.
Over half of households in their 20s and 30s with student loan
debt in 2013 did not have four-year college degrees, and fully
15 percent were in the highly burdened category. Moreover,
households are more likely to carry student loan debt later in
life. Between 2001 and 2013, the share of households in their
40s still saddled with student loans increased from 11 percent
to 23 percent, while the share in their 50s increased from 4
to 9 percent.

THE OUTLOOK

Even if the low household formation rates of 2011–13 persist,
changes in the size and age distribution of the adult population
imply growth of about 1.2 million households per year in 2015–
25. Over this period, the median millennial will move from the
20–24 year-old age group (where just one in every four persons
has formed an independent household) to the 30–34 year-old
age group (where half of the population lives independently). By
2035, given headship rates similar to those of previous generations, the millennials are expected to form more than 30 million
new households. In the near term, though, high student loan
debt loads and weak income growth will constrain the ability
of these younger households to afford housing, whether they
choose to rent or buy.
Meanwhile, the aging baby boomers will lift the number of older
households aged 65 and over 42 percent by 2025, and double
the number aged 80 and over by 2035. This unprecedented
growth in the number of senior households will test the ability
of the nation’s housing stock to address the spiraling need for
affordable, accessible, and supportive units. For those seniors
that choose to age in place, rising debt and wealth constraints
may leave many retired homeowners struggling to meet their
mortgage payments.

4

HOMEOWNERSHIP

The downtrend in homeownership
stretched to a decade in 2014.
Rates fell across nearly all age
groups, incomes, household
types, and markets despite
the affordability of first-time
homebuying. Recent trends point
to continued declines in the share
of households owning homes,
although signs of a turnaround
in household income growth
and some easing of lending
constraints may mean that the
pace of decline is set to slow.

HOMEOWNERSHIP TRENDS

The national homeownership rate slid for the 10th consecutive
year in 2014, off 0.6 percentage point to 64.5 percent (Figure 22).
The downtrend continued in early 2015 with a first-quarter reading of just 63.7 percent—the lowest quarterly rate since early
1993. The 233,000 drop in homeowner households last year
brought the total decline since the 2006 peak to 1.7 million.
The weakness in homeownership extends across all regions
of the country and nearly all metropolitan areas, including
inner cities, suburbs, and non-metro areas. And while recent
estimates suggest that homeownership rates may be firming in
some areas, there is no evidence so far of a significant rebound.
With the exception of Detroit, major metros with the largest
declines in homeownership are all within the Sunbelt states,
where high foreclosure rates amplified the impacts of the Great
Recession. At the top of the list are Las Vegas and New Orleans
(both with an 8.5 percentage-point drop in homeownership),
and Bakersfield (with an 8.3 percentage-point drop). The worsthit markets generally experienced a much sharper cycle in
home prices and incomes than metros that were more sheltered
from the housing boom and bust.

NEIGHBORHOOD LOSSES

Of the nearly 50,000 census tracts for which consistent data
are available, roughly one-tenth saw at least a 10 percentagepoint drop in homeownership between 2009 and 2013, with the
average neighborhood in this category posting a 14 percentagepoint decline. Although starting out slightly above the national
average, homeownership rates in these neighborhoods ended
the period at just 54 percent. As a result, these 5,000 or so
communities accounted for nearly 95 percent of the decline in
homeowner households in 2009–13.
While found across the country, more than a quarter of the
communities with outsized homeownership declines are located
in the populous states of California, Texas, and New York. The
states with the highest shares, however, are those hardest hit
by the foreclosure crisis, including Nevada, Arizona, and Georgia
(Figure 23).
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Communities with the largest losses of homeowners were formerly similar to the typical US neighborhood. For example, the
high-distress areas had only slightly higher average vacancy
rates (12.2 percent vs. 10.9 percent), slightly lower median
household incomes ($54,000 vs. $59,000), slightly lower median
home values ($238,000 vs. $254,000), and identical shares of single-family homes (69 percent). The biggest difference, however,
is that these neighborhoods had a significantly higher share
of minority residents. Given the concentration of risky lending
and foreclosures in these neighborhoods, it is no surprise that
minority communities suffered the most severe losses in homeownership after the downturn.

FIGURE 22

The Recent Homeownership Rate Decline Has
Erased the Increases in the 1990s and 2000s
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FIGURE 23

Nevada and Arizona Had the Highest Concentration
of Neighborhoods with Severe Homeownership
Rate Declines

A large decline in homeowner households in any community is
clearly cause for concern. Not only does it reflect the uprooting
of a substantial share of existing residents, but the financial
stresses that both produced and resulted from the foreclosure
crisis further undermine neighborhood stability. Indeed, with
the sharp falloff in owning, these communities have experienced the greatest declines in incomes and increases in poverty
since the crash. Coupled with large losses of household wealth,
these neighborhoods have also seen a great reduction in buying power to support local businesses and invest in the housing stock. In consequence, there is a continued need for policy
responses to mitigate the lingering effects of the housing crisis
at both the household and community levels.

DECLINES AMONG KEY HOUSEHOLD GROUPS

While the national homeownership rate is now back to its 1993
level, rates for key household groups have receded even further (Figure 24). Indeed, the rate for 35-44 year olds is down 5.4
percentage points from the 1993 level and back to a level not
seen since the 1960s. These households were in the prime firsttime homebuying years just before the housing crisis hit, and
therefore particularly vunerable to the drop in home values.
With household incomes falling as the recession began, many
homeowners in this age group were unable to keep up with their
mortgage payments. For those who had not yet bought homes,
the ensuing decade was a challenging time to enter the market.

Share of Tracts with Homeownership Rate Declines of at Least 10 Percent (Percent)
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In contrast, homeownership rates among older households
have held nearly steady and remain above levels from the mid1990s. In combination with their growing numbers, consistently
high homeownership rates among households aged 65 and over
have helped to prop up the national rate. Indeed, if not for the
aging of the population, the overall homeownership rate would
have dropped even further than it has.
Meanwhile, the growing minority share of the population is
exerting a downward pull on the US homeownership rate
because of their lower rates of owning. In addition, homeownership rates among minority households fell much more sharply
after the housing market crash, reversing some of the modest
progress made toward closing the white-minority homeownership gap since the early 1990s. As of 2014, the homeownership
rate for minorities as a group remains 25.5 percentage points

FIGURE 24

The Drop in Homeownership Among 35–44 Year Olds
Has Been Especially Severe
Change in Homeownership Rate 1993–2014 (Percentage points)

lower than that of whites. Nonetheless, despite falling homeownership rates in recent years, the numbers of Hispanic and
Asian/other households owning homes have continued to rise
as their shares of all households have climbed.
Homeownership losses even extend to married couples with
children, one of the household types most likely to own homes.
Indeed, the rate among these households fell some 6.1 percentage points from its mid-2000s peak, outrunning the decline for
any other household type and pushing homeownership rates
back to early 1990s levels as well.
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FIGURE 25

But many young adults are under severe financial pressure. The
real median household income of 25–34 year olds in 2013 was
down 5 percent from 2004. At the same time, nearly half of renters in this age group face housing cost burdens and almost as
large a share are saddled with student loan debt, making it next
to impossible to save for even a modest downpayment.

Today’s Younger Households Are Increasingly
Likely to Have Characteristics Associated with
Lower Homeownership Rates
Change in Share of 25–34 Year-Old Households 2003–13 (Percentage points)
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Homeownership rates among households aged 25–34 have
plunged by more than 9 percentage points since 2004, and now
stand 3 percentage points below the 1993 level. Since members
of this age group typically make up just over half of all first-time
homebuyers, the market remains particularly weak. Indeed,
the National Association of Realtors reports that the first-time
buyer share of home purchases fell from 38 percent in 2013 to
33 percent in 2014—near historic lows and well below the 40
percent share typical before the bust. This decline is particularly
striking given the movement of the large millennial generation
into this age group and the relative affordability of homebuying.

Other long-term demographic trends are part of the explanation
(Figure 25). In particular, age at first marriage and childbearing
has been on the rise, especially since the recession. Given that
first-time homeownership often follows these life events, these
delays have helped to depress homebuying overall. In addition,
the millennials are the most racially and ethnically diverse
generation in history, with minorities making up 45 percent
of individuals aged 10–29. The lower homeownership rates of
minorities, combined with their growing presence in the housing market, have thus contributed to the lower share of today’s
young adults owning homes.
Now that the millennials are adding to the populations of
several cities, there is some evidence that more young adults
will continue to prefer urban settings and be less likely to buy
single-family homes than members of previous generations.
The higher rentership rates among young adults and more rapid
growth of core counties in metropolitan areas relative to rates
from a decade ago are consistent with this view. But no distinct
trend toward urban or higher-density living is evident among
households buying homes for the first time. In fact, recent
buying patterns are roughly consistent with those of a decade
ago, with nearly half of first-time buyers purchasing homes in
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FIGURE 26

Low Interest Rates Continue to Hold Down
the Costs of Homeownership
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suburban areas and 31 percent buying homes in center cities.
Moreover, the vast majority (91 percent) of first-time buyer
households purchased single-family homes.

CHANGES IN AFFORDABILITY

Despite rising prices, homebuying in most parts of the country remained more affordable in 2014 than at any time in
the previous two decades except right after the housing crash
(Figure 26). In 110 of the 113 largest metros for which at least
20 years of price data are available, payment-to-income ratios
for the median-priced home were still below long-run averages.
And in nearly a third of these metros, ratios were 20 percent or
more below those averages.
Based on the NAR standard that mortgage payments cannot
exceed 25 percent of income, the median household could
afford the median home in all but 10 metros in 2014. Moreover,
as of the end of the year, Trulia estimates indicate that the
cost of owning was cheaper than renting in all of the 100 largest metro areas.
But conventional measures of affordability may underestimate
the challenges of first-time homebuying and overestimate the
pool of qualified homebuyers. Under the Consumer Financial
Protection Bureau’s qualified mortgage rule, the maximum
debt-to-income ratio (including payments for property taxes,
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MISSED REFINANCING OPPORTUNITIES

Many homeowners have taken advantage of currently low interest rates to refinance their mortgages. As of the 2013 American
Housing Survey, nearly 41 percent of owners with mortgages
report having refinanced, and the majority of those who did had
refinanced within the previous five years.

2013

● Interest Rate [Left scale]
● Median House Price ● NAR Affordability Index [Right scale]
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insurance, and non-housing debt) is 43 percent. By this measure, only 36 percent of renters in the 168 large metros with
2014 price data could afford a 30-year fixed-rate mortgage on a
median-priced home in their areas, assuming a 5 percent downpayment. Among the key 25–34 year-old age group, the share
was somewhat higher at 42 percent. Nevertheless, given that
their median net wealth was less than $5,000, typical renters in
this age group would be able to meet the 5 percent downpayment requirement in only 5 of the 168 metros.

With the help of these refinancings, the average mortgage interest rate reported by owners declined from 6.0 percent in 2009
to 4.7 percent in 2013. According to Freddie Mac’s Refinance
Report, the average refinancing in the fourth quarter of 2014
meant a 1.3 percentage point reduction in the mortgage interest
rate, cutting the borrower’s monthly interest by 23 percent or
$104 for every $100,000 borrowed.
But even though the interest rate on a 30-year fixed-rate mortgage was below 4 percent throughout 2012 and into the first
five months of 2013, about a third of owners with mortgages in
2013 still paid rates above 5 percent. Many of these households
would benefit from refinancing. Indeed, 38 percent of owners
with mortgages that have moderate housing cost burdens, as
well as 43 percent of those that have severe burdens, pay relatively high interest rates. And despite the availability of assistance through the Home Affordable Refinance Program (HARP),
40 percent of owners with negative equity also pay more than 5
percent interest on their mortgages.
Minority and lower-income homeowners are more likely to pay
these high rates. More than 40 percent of Hispanic and black
households with mortgages report paying interest rates above
5 percent, compared with less than a third of white and Asian/
other minority households (Figure 27). Higher interest rates are
partly due to the fact that these owners are the most likely to be
highly leveraged and unable to refinance outside of HARP, with
25 percent of Hispanic borrowers and 29 percent of black borrowers in negative equity positions. Lower-income households,
along with owners of lower-value homes, are also much more
likely to have high-rate mortgages.

CONTINUING CREDIT CONSTRAINTS

To capitalize on today’s low interest rates, households need
access to credit. But for current owners and potential first-time
buyers alike, tight underwriting standards have made mortgage
credit hard to come by. After taking record losses in the mort-

FIGURE 27

Many Minority and Low-Income Homeowners Are Missing Out on the Opportunity to Refinance
Share of Owners Paying More than 5% Interest on Their Mortgages (Percent)
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FIGURE 28

Lending to Borrowers with Even Moderate
Credit Scores Has Dropped Below Pre-Boom Levels
Number of Purchase Loans Originated (Millions)

Indeed, purchase lending to applicants with low and even
moderate credit scores is lower than in 2001 (Figure 28). Since
lending to borrowers with top scores declined much less, the
share of loans going to this segment increased from 44 percent
in 2001 to nearly 62 percent in 2013. Of course, the fallout from
the recession—declining incomes, impaired credit, and mounting student loan debt—has also served to dampen demand for
home loans over this period.
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In an effort to expand credit access, the Federal Housing
Finance Agency took steps in 2014 to change the conditions
under which lenders are liable for defaulted loans sold to
Fannie Mae and Freddie Mac. In addition, the government
sponsored enterprises extended the availability of guarantees
for loans with 97 percent loan-to-value ratios. State housing
finance agencies have also expanded their programs providing low- and no-downpayment loans to low-income, minority,
and younger borrowers. Finally, FHA substantially reduced the
upfront mortgage insurance premium on loans it insures. So
far, though, continuing concerns about being hit with penalties
for defaulted loans may be dampening lender willingness to
offer these loans, which are a key source of financing for the
first-time buyer market.
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In the wake of these changes and the ongoing recovery in home
prices, credit constraints may be loosening modestly. Although
the majority of institutions polled by Fannie Mae suggest that
credit standards remained relatively steady in 2014, a Federal
Reserve Board survey indicates that more bank officers reported
easing than tightening credit in the second half of 2014 and the
first quarter of 2015.
A variety of measures have been developed in recent years to
more precisely gauge the availability of mortgage credit. For
example, the MBA’s Mortgage Credit Availability Index, which
essentially weighs lender guidelines on acceptable loans with
different loan terms and purposes, suggests that credit standards have eased since early 2012. Even so, the index remains
well below levels in the early 2000s.
Alternatively, an Urban Institute index relies on the estimated probability of default for newly originated loans,
which indicates the degree of risk that lenders are willing to
tolerate. By this measure, loans originated in the first three
quarters of 2014 posed about a 5 percent risk of default—well
below the level evident in 2001–03 before the riskiest lending
practices took hold in the market. In fact, the degree of risk in
2014 was even lower than in 2010–13, suggesting that credit
by this measure continued to tighten last year.
Yet another yardstick of mortgage credit availability is the
denial rate on loan applications reported under the Home
Mortgage Disclosure Act (HMDA). Although denial rates
reflect borrowers’ willingness to attempt to obtain loans as
well as lender underwriting, they do provide some indication of which borrowers have a more difficult time securing
financing. According to 2013 HMDA data, 12 percent of applicants for home purchase loans were denied financing. The
rate was especially high (20 percent) for African-American
applicants—nearly twice that for white borrowers. Hispanics
fared slightly better, with a 17 percent denial rate. Meanwhile,
low-income borrowers were denied purchase loans 2.5 times
more often than upper-income borrowers.
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The geographic concentration of minority loan applicants has
meant that many communities have been disproportionately
affected by tight credit. Although purchase loan originations
rose across all types of census tracts in 2012–13, the growth
rate in majority-minority areas was just 8 percent—half that in
areas with mixed or predominantly white populations.

THE OUTLOOK

As troubled as the market has been in the last few years, most
households—regardless of race/ethnicity, age, and lifestyle—
still consider homeownership a positive goal. According to
Fannie Mae’s National Housing Survey for the fourth quarter
of 2014, 82 percent of respondents thought that owning made
more financial sense than renting. Even among renters, 67 percent agreed with this statement. Both shares have changed little
from results in the fourth quarter of 2010.
Although most want to own a home someday, younger renter
households perceived a variety of financial barriers ahead.
Among those aged 18–39, 92 percent expected to buy homes
eventually, but 62 percent thought it would be difficult to get
a mortgage. The main obstacles they anticipated to obtaining
home loans include insufficient savings to make a downpayment and pay for closing costs (42 percent) and an insufficient
credit history (47 percent).
Given the consistently strong preference for owning, future
trends in the national homeownership rate will depend on
whether households have the means to achieve this goal.
Demand for homeownership should pick up as the economic
recovery continues, but whether mortgage credit will be
widely available to satisfy stronger demand remains to be
seen. And as long as homeownership remains the primary
vehicle for low-income and minority households to build
wealth, it will be vital to provide opportunities to keep homebuying within reach of those with both the desire and ability
to succeed at this goal.

5

RENTAL HOUSING

The share of US households that
rent their housing now stands
at a 20-year high. While most of
the recent increase in the stock
has come from conversion of
owner-occupied single-family
homes to rentals, multifamily
construction has also picked up
pace. Meanwhile, falling vacancy
rates have lifted rents, improving
the financial performance of
rental properties but straining
the budgets of millions of
households unable to find units
they can afford.

RECORD GROWTH IN DEMAND

Although estimates vary, the major Census Bureau surveys
agree that 2014 marked the 10th consecutive year of robust
renter household growth. By the Housing Vacancy Survey’s
count, the pace of growth accelerated to an average of 900,000
annually in 2010–14. This puts the 2010s on track to be the
strongest decade for renter growth in history (Figure 29).
Part of the extraordinary growth in rental demand has come
from households in certain age, income, and family groups
that are traditionally more likely to own. While younger adults
are most likely to rent their housing, the number and share
of older renters have risen significantly over the last decade
with the changing age distribution of the population. Although
making up just 25 percent of renters in 2014, households aged
55 and over contributed fully 42 percent of renter household
growth over the preceding decade (Figure 30). Within the 55–64
year-old age group, population growth drove more than half of
the increase in renters while declines in homeownership were
responsible for the remainder. Within the 65-and-over age
group, however, population growth alone accounted for all of
the growth in renter households.
The income distribution among renter households is also shifting. After a net decline in 1994–2004, households in the highest income quartile accounted for almost one in five net new
renters in 2004–14, and nearly one in three net new renters in
2011–14. While some of these upper-income renters may have
faced economic challenges that prevented them from attaining
or maintaining homeownership, more were simply opting to
rent rather than own their housing. Even so, only 11 percent of
renters were in the top income quartile in 2014, and nearly 40
percent were in the bottom income quartile.
While single persons still make up the largest share of renter
households, the numbers of renters of all family types rose over
the decade. The reasons for these increases differ, however. For
example, growth in the number of single-person renters primarily reflects growth in the overall number of single-person households. In contrast, growth in the number of married-couple
renters—particularly those with children—is due primarily to
higher rentership rates. Regardless of the reasons, though, all
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of these changes in the characteristics of renters have served to
increase the diversity of an already diverse set of households.

FIGURE 29

So Far in the 2010s, Annual Renter Household Growth
Has Outstripped the Pace in Any Previous Decade
Average Annual Change in Renter Households (Thousands)
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The rebound in multifamily construction activity is evident in
markets across the country. Over the past year, 18 of the top
25 metros issued more multifamily permits than in an average year in the 2000s. The increases in Chicago, Houston, and
Phoenix were particularly large, with permitting of at least 50
percent more multifamily units than in 2013. Over the past five
years, however, Austin, San Jose, and Nashville have led the
list of metros for growth, with annual permitting of at least 30
percent more units than the 2000s average.

40
35
30
25
20
15
10
5
Under 35

35–54

Age Group

55 and Over

Low

Middle

High

Household Income

● Share of Renters in 2014 ● Share of Renter Growth in 2004–14
Note: Low/middle/high household incomes are in the bottom/middle two/top quartiles based on equal fourths of all households.
Source: JCHS tabulations of US Census Bureau, Current Population Surveys.

26

Meanwhile, the number of rental units completed last year was
well below the number of starts, at just 280,000. With the long
lag between starts and completions, the pipeline of new rental
housing will continue to fill over the next few years. As a result,
the number of new rental units brought to market will continue
to rise even if starts level off.
Although the growing supply of multifamily housing will help
to meet soaring demand, new units are primarily built for the
high end of the market. In 2013, the median asking rent for
newly constructed multifamily units was $1,290, equivalent to
about half of the median renter’s monthly household income.
At that rent level, over two-thirds of today’s renter households
could not afford this new unit at the traditional 30-percent-ofincome standard.

FIGURE 30

0

CONTINUED STRENGTH OF MULTIFAMILY CONSTRUCTION

With rental housing demand still on the rise, construction of
multifamily units continued to ramp up last year. From a historic low of just under 110,000 in 2009, the number of multifamily starts rose steadily to nearly 360,000 units in 2014—more
than in any year in the 1990s or 2000s. And in a marked shift,
more than 90 percent of multifamily units started last year were
intended for the rental market, up from less than 60 percent in
the mid-2000s. Indeed, starts of multifamily rentals in 2014 hit
their highest level since 1987 (Figure 31).
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EXPANDED ROLE OF SINGLE-FAMILY RENTALS

Single-family rentals have absorbed an increasingly large share
of renter household growth since the mid-2000s. Indeed, after
averaging just 73,000 units annually in the 1990s, growth in the
number of occupied single-family rentals accelerated to 138,000
units per year in the early 2000s. But by the end of the decade,
the number of single-family rentals was increasing at an average
annual rate of some 513,000 units (Figure 32). According to the
American Community Survey, the number of renters in singlefamily detached homes increased by 3.2 million on net between
the homeownership rate peak in 2004 and 2013, accounting for
nearly half of the gain in rentals. In contrast, large multifamily
buildings (with five or more units) housed about one-third of
net new renters over this period, while attached single-family

FIGURE 31

Multifamily Construction Has Recovered to Pre-Crisis Levels, Driven Almost Entirely by Rentals
Multifamily Starts (Thousands of units)
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conversions of owner-occupied single-family homes to rentals
accommodated much of this growth. These shifts also helped to
stabilize for-sale markets, especially in the Sunbelt metros with
the largest inventories of distressed and vacant single-family
homes.

FIGURE 32

The Recent Growth of Single-Family Rentals
Is Unprecedented
Average Annual Change in Occupied Rental Units (Thousands)

While the single-family sector has traditionally housed about
30 percent of the nation’s renters, its share of the market now
stands at 35 percent. This increase brings the number of households living in single-family rentals to 14.8 million. Including
mobile homes, single-family housing makes up nearly 40 percent of the overall rental stock and provides homes for 16.7
million households. At the state level, the single-family share
of rentals ranges widely from nearly half in Oklahoma, Kansas,
and Idaho to less than a fifth in New York, Massachusetts,
Rhode Island, and Washington, DC.

1,000
900
800
700
600
500
400
300
200
100
0
1970s

1980s

1990s

2000–05

2005–10

2010–13

● Multifamily ● Single-Family
Note: Data exclude mobile homes.
Source: JCHS tabulations of US Census Bureau, Decennial Censuses and American Community Surveys.

units and small multifamily structures (with two to four units)
accounted for another 13 percent.
A major factor behind the recent growth of single-family rentals is the surge in single-family development in the 1990s and
2000s. More than 12 million single-family homes were added in
the 2000s alone, the highest level in any decade since the 1970s.
When rental demand began to climb after the housing bust,

In general, the single-family rental stock differs from the owneroccupied inventory in age, size, and location. The typical singlefamily rental unit is 10 years older and 26 percent smaller than
the typical owner-occupied home. Single-family rentals are also
more likely to be found in urban neighborhoods, with more than
30 percent located in center cities, compared with about 20 percent of owner-occupied single-family homes.
The renters of single-family homes are much like renters everywhere, although they are more apt to be middle-aged. They are
also more likely to be married couples with children, as well as
married couples without children and single-parent families.
Persons living alone, however, do make up a sizable share (21
percent) of single-family renters. Finally, white households are
more apt to rent single-family homes than minority households.
Indeed, 38 percent of white renters live in single-family units,

J O I N T C E N T E R FO R H O U S I N G S T U D I E S O F H A R VA R D U N I V E R S I T Y

27

compared with 33 percent of Hispanic renters, 32 percent of
black renters, and 28 percent of Asian/other renters.

FIGURE 33

Apartment Supply and Demand Continue
to Rise in Tandem

TIGHTENING MARKETS

Annual Change (Thousands)

Rental markets tightened again in 2014 as the national vacancy
rate fell by nearly a full percentage point to 7.6 percent—its lowest point in two decades. Data from MPF Research show that the
vacancy rate for professionally managed properties with five or
more apartments was even lower, averaging 4.6 percent for the
year and running at a rate not seen since before the housing
market downturn.
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FIGURE 34

Rental Properties Have Generated Solid Returns
Since Mid-2010
Annual Rate (Percent)
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Notes: Data are for investment-grade multifamily properties. Net operating income is defined as gross rental income plus any other income
less operating expenses.
Source: JCHS tabulations of National Council of Real Estate Investment Fiduciaries (NCREIF) data.

Rental markets are particularly tight at the low end. According
to JCHS tabulations of Housing Vacancy Survey data, the number of vacant units with rents under $800 per month dropped
some 12 percent between 2013 and 2014—contributing more
than 90 percent of the decline in rental vacancies.
Meanwhile, new construction of professionally managed apartments has not quite kept up with demand (Figure 33). At the end
of 2013, new apartments were coming on line at an annual rate
of 170,000 units, essentially matching the pace of growth in
tenants. By the end of 2014, though, new apartment additions
increased to 232,000 units a year while net growth in tenants
hit 252,000.
With demand rising and vacancies declining, rents came under
increasing pressure last year. The consumer price index for
contract rents climbed 3.2 percent in 2014, the largest increase
since 2008 and double the overall inflation rate of 1.6 percent.
Rents for professionally managed properties were up even more
sharply, with the annual increase rising from 3.0 percent in 2013
to 3.8 percent in 2014. Indeed, rent increases picked up pace
in the fourth quarter, hitting a 4.6 percent year-over-year rate
even as overall inflation cooled.
All but 2 of the 93 metro areas tracked by MPF Research saw
rents rise last year. Increases were at least 4 percent in more
than a third of metros and at least 3 percent in just under half.
At the high end, rents in San Jose, Honolulu, San Francisco, and
Denver rose 10 percent or more in 2014.
The 20 hottest rental markets (where rents rose more than 5
percent last year) were all located in the West or South. Rent
increases in metros of the Northeast and Midwest were more
modest, with only a few major areas—including Boston and
Chicago—registering a rise of more than 3 percent.
Occupancy rates were high in the majority of markets where
rents were increasing the fastest. At year end, the rental occupancy rate in 2014 exceeded 95 percent in well over half of
the 20 hottest markets. Occupancies edged up slightly in the
already tight New York and Portland markets, to the 97–98
percent range, but jumped by more than a percentage point in
Indianapolis, Cleveland, Phoenix, and Sacramento. In contrast,
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rental occupancy rates in Charlotte, Austin, and Miami fell
slightly despite a solid increase in rents.

STRONG PERFORMANCE OF APARTMENT PROPERTIES

Apartment properties performed well again in 2014. The
National Council of Real Estate Investment Fiduciaries reports
that the net operating income of commercial-grade apartment
buildings rose an impressive 9 percent last year, far exceeding the 6 percent annual average over the preceding decade
(Figure 34).

The share of multifamily loans held in commercial mortgage
backed securities (CMBS) that were at least 60 days past due, in
foreclosure, or REO also fell in 2014. But even after four consecutive years of declines, the share still stood at 8.6 percent—well
above the pre-crisis average of less than 1.0 percent. Similarly,
delinquency rates for multifamily loans backed by Freddie Mac
and Fannie Mae also declined last year, but to levels that were
even below average in the early 2000s.

THE OUTLOOK

Apartment prices, as measured by Moody’s/RCA Commercial
Property Price Index, also rose 15 percent in 2014—the fifth
consecutive year of strong growth. These consistent price gains
make 2011–14 comparable in strength to 2004–05, the height
of the last real estate cycle. Based on changes in net operating
incomes as well as property values, the annual rate of return
for commercial-grade properties came in at 10 percent last year,
much the same as in 2013.
Strong market fundamentals and low interest rates helped
to drive growth in multifamily lending, pushing the Mortgage
Bankers Originations Index up 15 percent for 2014 as a whole
and 39 percent in the fourth quarter alone. Total loans outstanding (including both originations and repayment/writeoffs
of existing loans) rose by $60 billion, led by a $35 billion jump
in loans held by banks and thrifts. While this increase brought
the bank and thrift share back to its pre-crisis average of 30
percent, federal sources still hold or guarantee fully 44 percent
of mortgage debt outstanding.
Meanwhile, multifamily loan delinquencies continue their
decline. In the fourth quarter of 2014, the share of seriously
delinquent multifamily loans (at least 90 days past due) at
FDIC-insured institutions dipped below 0.5 percent, approaching average levels before the mortgage crisis. The delinquency
rate for commercial/multifamily loans held by life insurance
companies was even lower, at less than 0.1 percent.

Rental markets continue to adapt to the unprecedented surge in
demand that began in the mid-2000s. Although initially ignited
by the bust in housing and mortgage markets, rental growth
is likely to remain strong as members of the huge millennial
population enter the housing market. According to the latest
JCHS projections, individuals that are currently under age 30
will form over 20 million new households between 2015 and
2025, and most of these households will be renters. There will
also be a large increase in renters over age 65 as more members
of the large baby-boom generation cross this threshold over the
coming decade.
To keep rents from rising even more sharply, it will be essential
to ensure that an adequate supply of rental housing is available
to accommodate this upcoming wave of demand. To that end,
the growing pipeline of new multifamily rentals is a positive
trend. Of course, some markets could face an oversupply of
rental units if the ramp-up in multifamily construction goes on
for too long. So far, though, there is no evidence that this is an
imminent threat.
The rental market plays a critical role in meeting the housing
needs of an expanding mix of households. Even so, rental housing continues to be home to a large majority of the nation’s
low-income households, challenging the market’s ability to
provide good-quality units that are within financial reach of
renters of modest means. Closing the gap between what it costs
to produce this housing and what economically disadvantaged
households can afford to pay requires the persistent efforts of
both the public and private sectors.
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6

HOUSING CHALLENGES

Six years after the official end
of the recession, the number of
renters living in housing they
cannot afford continues to set
new records. Federal assistance
efforts have struggled to keep
up with need, while funding
cuts limit new construction
of affordable housing as well
as preservation of existing
subsidized units. Aside from
affordability, the nation also faces
the challenge of revitalizing the
many distressed neighborhoods
where the housing recovery has
failed to take hold. Reducing
energy costs and the large carbon
footprint of the residential sector
are also important priorities.

PERVASIVE COST BURDENS

According to the most recent American Community Survey,
the overall number of households paying more than 30 percent
of income for housing declined for the third consecutive year,
receding from 40.9 million in 2012 to 39.6 million in 2013. The
share of cost-burdened households also fell from 35.3 percent
to 34.1 percent.
Almost all of this improvement came on the homeowner side,
where income gains and interest-rate-driven reductions in
mortgage costs—along with foreclosures among some of the
most distressed—pushed the shares of both moderately and
severely burdened owners to the lowest levels in a decade. Even
so, more than one in four homeowners still paid over 30 percent
of income for housing and about one in ten paid over 50 percent.
The number of cost-burdened renters, in contrast, set a new
high in 2013 of 20.8 million, totaling just under half of all renter
households. Although the number of severely burdened renters
edged down slightly, the number of moderately burdened renters climbed by a larger amount.
Regardless of tenure, over 80 percent of households with incomes
under $15,000 (equivalent to full-time pay at the federal minimum wage) were cost burdened in 2013 (Figure 35). Just over
half of homeowners and three-quarters of renters with incomes
between $15,000 and $29,999 were also housing cost burdened.
Even those earning $30,000–44,999 commonly face cost burdens,
including 37 percent of owners and 45 percent of renters.
Minorities and certain types of households are especially likely
to have severe housing cost burdens. Indeed, 26 percent of black
households, 23 percent of Hispanic households, and 20 percent
of Asian and other minority households were severely burdened
in 2013, compared with just 14 percent of white households.
Nearly a third of single-parent families also had severe burdens, compared with a tenth of married couples with children.
Finally, more than half of households headed by an unemployed individual in 2013 were severely housing cost burdened.
The cost-burdened share of households is particularly high in
expensive coastal markets, including Los Angeles, New York,
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FIGURE 35

While Homeowners Have Had Some Relief, More and More Renters Are Cost Burdened
Share of Homeowners with Cost Burdens (Percent)
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FIGURE 36

When Low-Income Households Have to Dedicate
Most of Their Income to Housing, They Cut Back
on Other Vital Needs
Average Monthly Expenditures of Low-Income Households (Dollars)
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Meanwhile, the affordable options for lower-income households
are extremely limited in all market areas. In 98 of the 100 largest
metros, more than three-quarters of households with incomes
below $15,000, and more than half of those with incomes between
$15,000 and $29,999, were housing cost burdened in 2013.
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and Honolulu. In 2013, 41 percent of households living in the 10
highest-cost major metros had cost burdens, far exceeding the
34 percent in the nation as a whole. Nevertheless, even in lowercost metros like Miami, Las Vegas, and Orlando, 40 percent or
more of households had cost burdens. Moreover, affordability
pressures in the 10 most expensive markets reach further up
the income scale. In fact, nearly half (48 percent) of households
with incomes of $45,000–74,999 were housing cost burdened in
these metros—more than twice the share (22 percent) nationally. As a result, the nearly 20 million households living in the 10
highest-cost metros must earn well above the national median
income of $51,900 to live in housing they can afford.
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Notes: Low-income households are in the bottom quartile of all households ranked by total spending. Moderate (severe) burdens are
defined as housing costs of 30–50% (more than 50%) of household incomes.
Source: JCHS tabulations of US Bureau of Labor Statistics, 2013 Consumer Expenditure Survey.

CONSEQUENCES OF HIGH-COST HOUSING

On average, severely cost-burdened households in the bottom
expenditure quartile (a proxy for low income) spent almost
three times as much on housing in 2013 as those living in
affordable housing. When paying for housing takes at least half
of household income, families have little left over for other vital
needs. For example, severely cost-burdened households in the
bottom expenditure quartile spent 70 percent less on healthcare
and 40 percent less on food than their counterparts with housing they could afford (Figure 36). In addition to diminished quality of life for a particular household, such significant cutbacks
reduce spending in the economy as a whole.
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Where households make the biggest spending cuts depends on
their stage in life, with both short- and long-term implications for
health and well-being. Severely cost-burdened households under
age 65 in the bottom expenditure quartile contributed 52 percent
less to their retirement savings than those in affordable housing.
Same-aged households in the next highest expenditure quartile
contributed 41 percent less. In contrast, severely cost-burdened
households aged 65 and over in the lowest expenditure quartile
spent 60 percent less on healthcare and 41 percent less on food
than otherwise similar households with affordable housing.
Paying large shares of income for housing does not guarantee
the units will be adequate or safe. Housing deficiencies related
to plumbing, electrical, and heating systems or to structural
integrity affect a much larger share of renters (9 percent) than
owners (3 percent). Moreover, the incidence of such problems
among owners declined over the past 20 years, but remained
unchanged among renters. The share of households earning less
than $15,000 that live in inadequate housing is especially high at
10 percent.
Inadequate housing is found primarily in urban areas, accounting for 7.5 percent of central city units. But inadequacy is also
a significant concern in many rural areas, where 5.3 percent
of units are inadequate. These problems are particularly evident in Native American lands in the Southwest, colonias along
the Mexican border, and locations throughout Appalachia.
According to an analysis by the Housing Assistance Council, the
share of housing units that lack complete plumbing is only 0.5

Low-Income Renters Far Outnumber the
Supply of Available Units They Can Afford
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Notes: Extremely (very) low-income households earn no more than 30% (50%) of area median income. Affordable is defined as housing costs
of no more than 30% of household income on a unit size-adjusted basis.
Source: JCHS tabulations of HUD, Worst Case Housing Needs: 2015 Report to Congress.
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SUPPLY AND DEMAND FOR AFFORDABLE UNITS

Extremely low-income households (earning up to 30 percent of
area median) have increasingly few housing choices. In 2013,
11.2 million renters with incomes this low competed for 7.3 million affordable units, leaving a shortfall of 3.9 million (Figure 37).
Excluding units that were structurally inadequate or occupied
by higher-income households, there were only 34 affordable
units for every 100 extremely low-income renters. Despite a
slight improvement in recent years, the gap between the number of extremely low-income renters and the supply of units
they can afford nearly doubled from 2003 to 2013.
When considering all very low-income households (earning up
to 50 percent of area median), the absolute shortage of affordable units is smaller, but a large share of these households still
have to live in units they cannot afford. Overall, 18.5 million
very low-income renters competed for 18.0 million affordable
units in 2013. But given that a third of those units were occupied by higher-income households and another 7 percent were
inadequate, only 58 affordable units were left to serve every 100
very low-income renters.

URGENT NEED FOR HOUSING ASSISTANCE

Since the private sector cannot profitably supply very low-cost
units, the government must play a critical role in ensuring that the
nation’s most disadvantaged families and individuals have goodquality, affordable housing. Very low-income households qualify
for a variety of federal rental assistance programs supported primarily by the US Department of Housing and Urban Development.
As of 2013, HUD programs accounted for 4.8 million assisted renters, with just under half supported through housing choice vouchers, 1.1 million in public housing developments, and 1.6 million
in privately owned developments. US Department of Agriculture
(USDA) programs subsidize an additional 406,000 rentals.

FIGURE 37

Extremely LowIncome Renters

percent nationwide, but 5.3 percent on Native American lands,
1.1 percent along the Mexican border, and 0.8 percent in rural
areas of central Appalachia.
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The Low Income Housing Tax Credit (LIHTC) program—administered by state agencies, often with financing from mortgage
revenue bonds—provides the primary support for construction
and preservation of affordable rentals. Since its inception in 1986,
the program has financed construction or rehabilitation of 2.1
million units affordable to lower-income households (Figure 38).
While LIHTC subsidies alone cannot bring rents within reach for
extremely low-income households, affordable housing developers often combine the tax credits with assistance from the housing voucher and project-based programs to serve these renters.
Federal housing assistance supports the nation’s most vulnerable families and individuals. As of 2013, the average annual
income of a HUD-assisted household was about $12,900, while
that of a USDA-assisted household was $12,000. These pro-

FIGURE 38

The LIHTC Program Remains the Primary Source of
Financing for Both the Construction and Preservation
of Affordable Housing
Cumulative Low-Income Units Placed in Service (Millions)

grams also serve large shares of older adults, especially those
with disabilities. Indeed, a third of HUD-assisted households in
2013 were headed by an adult aged 62 and over, while another
third were working-age households that included a person with
disabilities. More than 60 percent of USDA-assisted renters were
seniors or people with disabilities.
The growing need for housing aid continues to overwhelm the
capacity of federal, state, and local governments. According to
HUD estimates, the number of very low-income renters qualifying for subsidies increased by 18 percent between 2003 and
2013, from 15.7 million to 18.5 million. At last measure in 2013,
however, just over a quarter (26 percent) of eligible very lowincome households received rental assistance.
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FIGURE 39

Millions of Units Subsidized with Project-Based Rental
Assistance or Tax Credits Are at Risk of Loss
Cumulative Number of Units with Expiring Affordability Periods (Millions)
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Unmet need has continued to grow despite real increases in federal appropriations for two of HUD’s largest programs—housing
choice vouchers and project-based rental assistance—between
FY2005 and FY2015. But instead of serving more households,
most of the increased funding was offset by the higher costs of
assistance due to rising market rents.
Meanwhile, appropriations for programs subsidizing construction of affordable housing have fallen well below levels a decade
ago. For example, funding for USDA’s Section 515 program was
down 77 percent in real terms between FY2005 and FY2015. After
adding 533,500 rental units to the affordable rural stock between
1963 and 2011, the program has supported no new construction
since. Appropriations for HUD’s Section 202 program, which over
its lifetime funded production of 400,000 supportive housing
units for older adults, were also cut 55 percent over this period,
and included no funds for new construction in recent years.
Federal budget cuts due to limits on non-defense discretionary spending established by the 2011 Budget Control Act have
also taken a toll on other key supports for affordable housing.
Funding for the HOME program, an important source of gap
financing for affordable housing developments as well as other
housing programs, dropped 62 percent between FY2005 and
FY2015. In addition, funding for the CDBG program, which provides funds for a wide range of local community development
activities, also fell by half over this period.
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PRESERVING THE AFFORDABLE STOCK

Amid declining subsidies and rising development costs, preservation of the existing stock of affordable housing has taken on
new urgency. As it is, nearly 2.2 million assisted units are at risk
of removal over the coming decade (Figure 39).
More than 1.2 million of these at-risk rental units are in LIHTC
developments whose compliance periods are set to end. At that
point, developers may find it difficult to keep the units affordable if they lack the funds to make necessary upgrades. Their
options are to refinance their loans, apply for another round of
tax credits, or sell their stake in the property or partnership.
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Of the remaining at-risk units, 530,000 are in privately owned
developments with rents subsidized under federal contracts. Once
those contracts expire, property owners can opt out of the program and raise their rents. Owners with properties in high-rent
neighborhoods earning below-market rents for their assisted
units have the most incentive to opt out. Half of the stock with
expiring project-based subsidy contracts are in this category.
In other cases, affordability is tied to the mortgage backing the
property. These units may be lost from the affordable stock
when the mortgage comes to term, the property owner prepays
the loan, or if refinancing is not paired with additional projectbased subsidies to protect tenants against large rent increases.
These conditions affect more than 200,000 affordable units
financed through HUD’s Section 202 program, USDA’s Section
515 program, and FHA mortgage insurance programs.
A number of preservation initiatives are under way. In 2010,
HUD received authorization to provide rental assistance contracts for Section 202-financed senior housing projects that are
refinanced or recapitalized, thus preventing displacement of
income-eligible tenants. In 2012, HUD implemented a pilot program that expedites approvals for the purchase or refinance of
LIHTC properties through FHA’s Section 223 program.
In addition, Congress recently approved expansion of HUD’s
Rental Assistance Demonstration (RAD) program from 60,000
units to 185,000 units. The RAD program, which converts existing financial support of HUD-assisted properties into long-term

FIGURE 40

Neighborhoods with the Highest Loan Delinquencies
Are Typically Minority and Low Income
Share of Zip Codes (Percent)

contracts for rent subsidies to expand access to private financing, primarily aims to foster reinvestment in the public housing
stock, but is also open to three legacy programs for privately
owned subsidized housing. Meanwhile, USDA’s Multifamily
Housing Preservation and Revitalization demonstration program offers a variety of assistance to owners or buyers of
Section 515 properties, although the scale of these efforts is
small relative to need.
In almost all of these cases, however, the LIHTC program is a
critical source of investment capital that will be necessary to
keep the units affordable. These competing demands—for new
construction as well as for preservation—have put the tax credit
program under extreme pressure and raised the question of
whether it ought to be expanded.

PROGRESS IN REDUCING HOMELESSNESS

The lack of affordable housing in the United States continues
to leave nearly 600,000 people homeless. More than a third are
people in families, including 130,000 children under the age
of 18. By comparison, chronically homeless individuals (those
who have been without a place to live for at least a year or
have had repeated episodes of homelessness over the past few
years) account for a much smaller share (15 percent) of the
homeless population.
Recent increases in federal funding have aided progress in reducing both homelessness overall and among the most vulnerable
groups. Indeed, the number of beds in permanent supportive
housing expanded 60 percent between 2007 and 2014, to over
300,000. Beds for the chronically homeless accounted for just
over half of this increase. As a result, total homelessness fell 11
percent in 2007–14, the number of homeless veterans dropped 19
percent, and the number of chronically homeless individuals was
down by 30 percent. At the same time, however, the number of
homeless people in families declined by only 8 percent.
But the national reduction in homelessness is not apparent in
all markets. Rising rents and a dwindling supply of affordable
rentals continue to put people at risk, especially in high-cost
locations. Indeed, total homelessness jumped by 29 percent in
New York and 40 percent in Massachusetts between 2007 and
2014. The increase in the District of Columbia was even larger,
at 46 percent. Family homelessness is particularly acute in
major cities, which were home to 45 percent of this population
in 2014. New York City headed the list with 41,600 homeless
people in families, or nearly 20 percent of the national total.
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REVITALIZING DISTRESSED NEIGHBORHOODS

By many measures, the US housing market has made a substantial recovery from the crash. According to Zillow, national
home prices rebounded in 2014 to within 10.4 percent of their
previous peak, reducing the share of owners with mortgages
that have negative equity from 31.4 percent in early 2012 to

16.9 percent. Meanwhile, CoreLogic reports that the share of
seriously delinquent loans fell to 3.9 percent in early 2015, the
lowest level since 2008.
But the degree of recovery varies widely across locations.
Indeed, housing market distress remains extremely high in
certain communities, particularly those where risky lending
was rampant during the housing boom. Among the more than
10,000 zip codes for which data are available, house prices in
the bottom tenth of neighborhoods were still 34 percent below
their 2006 levels in 2014 and the share of underwater homeowners remained at 26 percent. Although accounting for less than
one in five zip codes, majority-minority communities make up
half of the neighborhoods where house prices and home equity
remain furthest behind.
The pattern is similar when looking at loan delinquencies.
According to CoreLogic data on more than 25,000 zip codes, 3.7
percent of loans in the median community were 90 or more days
past due or in foreclosure last year. But the share of troubled
loans was at least 9 percent in about a tenth of these neighborhoods. Again, four out of ten neighborhoods were majorityminority and more than half had household incomes below 80
percent of the statewide median (Figure 40).
The extent of persistent housing market distress makes it clear
that public efforts to remediate the effects of the housing crash
must continue. The Treasury Department’s recent decision to
extend its homeowner relief programs through 2016 is a step
in the right direction. But the country’s most highly stressed
communities face a host of economic and social challenges
that no single strategy can address. Indeed, reducing blight
and enhancing economic opportunity in these areas require
comprehensive, integrated efforts to engage residents and link
resources. To this end, HUD is working to improve collaboration
with other federal agencies and to encourage local partnerships
through such initiatives as the Choice Neighborhoods program.

FOSTERING GREENER HOUSING

Improving the efficiency of the residential stock would help to
make housing more affordable for lower-income households.
As it is, the typical household earning less than $15,000 spent
18 percent of that income on residential energy needs in 2013—
more than twice the 8 percent share among households earning
$15,000–29,999 and more than three times the 5 percent share
among those earning $30,000–44,999.
With residential buildings generating about 20 percent of US
carbon emissions, efficiency improvements would also go a
long way to reducing greenhouse gases. Retrofits of older homes
have in fact yielded steady efficiency gains over the past several decades, with the typical pre-1970 house using nearly 30

percent less energy per square foot in 2009 than a similar-aged
home in 1980. Newer homes are also more efficient thanks to
improvements in space heating, air conditioning, insulation,
and major appliances. Indeed, homes built in the 2000s consume almost 18 percent less energy per square foot than those
built previously.
Encouragingly, Harvard’s Center for Green Buildings and Cities
finds that support for green building is gaining traction at the
local level. Based on information from the US Green Building
Council, the American Institute of Architects, and the websites
of local governments, 185 of the 715 US cities with populations
above 50,000 have green building programs. Of this group, 124
cities have programs specifically for residential construction.
Most green building programs take the form of ordinances that
set standards for newly constructed or renovated structures,
although some include incentives, zoning codes, tax abatements, or action plans to encourage high-performance building practices.
Most of the cities that have adopted green policies for residential
buildings are on the coasts. California leads with 45 programs,
while Florida has 22. Given that these two states are home to
much of the nation’s population and account for a large share of
new residential construction, their adoption of green standards
may help pave the way for broader implementation by other
states and by the homebuilding industry.

THE OUTLOOK

While the past year brought some relief, fallout from the housing crash and Great Recession lingers on. Large shares of lowincome households—and renters in particular—continue to
spend unreasonable shares of their income on housing. With
income growth failing to keep pace with rents, affordability
pressures are unlikely to ease noticeably in the near future.
And with such large shares of households struggling with housing cost burdens, fewer are able to save adequately for emergencies, retirement, or to buy homes, thereby limiting their
wealth-building potential as well as shrinking the first-time
homebuyer market. Meanwhile, the number of affordable units
for lowest-income households falls far short of need, and preserving the stock that does exist must take priority.
The long-delayed capitalization of the National Housing Trust
Fund would be an important step in addressing these intractable housing challenges. Indeed, this trust fund would support
the first production program to target extremely low-income
households since the launch of the Section 8 program in 1974.
And unlike current rental assistance programs, the trust fund
would not be subject to annual appropriations but instead have
a predictable stream of funding.
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TABLE A-1

Housing Cost-Burdened Households by Tenure and Income: 2003, 2008, 2012, and 2013
Thousands

2003
Tenure and Income

Moderate
Burden

2008

Severe
Burden

Total

Moderate
Burden

2012

Severe
Burden

Total

Moderate
Burden

Severe
Burden

2013
Total

Moderate
Burden

Severe
Burden

Total

Owners

Under $15,000

911

2,848

4,683

876

3,122

4,847

943

3,425

5,351

902

3,464

5,317

$15,000–29,999

2,024

2,044

8,458

2,081

2,489

8,481

2,278

2,486

9,189

2,237

2,316

8,954

$30,000–44,999

2,385

1,136

9,457

2,462

1,628

9,504

2,572

1,330

9,929

2,412

1,195

9,730

$45,000–74,999

3,419

777

17,308

4,036

1,433

17,727

3,413

923

17,385

3,081

807

17,244

$75,000 and Over

2,516

312

32,518

4,041

706

34,783

2,541

348

32,373

2,164

300

32,689

11,254

7,117

72,424

13,496

9,378

75,342

11,748

8,512

74,227

10,797

8,082

73,933

Under $15,000

952

5,202

7,679

1,047

5,806

8,350

1,163

7,144

9,993

1,118

7,017

9,769

$15,000–29,999

3,280

2,456

8,117

3,431

2,787

8,494

3,935

3,280

9,566

3,947

3,326

9,576

$30,000–44,999

2,163

397

6,699

2,351

554

6,817

2,581

654

7,268

2,669

670

7,353

$45,000–74,999

933

112

7,622

1,250

162

7,788

1,394

172

8,165

1,480

193

8,463

Total
Renters

$75,000 and Over

186

11

5,886

271

14

6,310

298

10

6,750

334

09

7,196

7,514

8,178

36,004

8,349

9,323

37,760

9,371

11,261

41,742

9,549

11,216

42,358

Under $15,000

1,863

8,050

12,362

1,924

8,928

13,197

2,106

10,569

15,344

2,021

10,481

15,086

$15,000–29,999

5,304

4,500

16,575

5,511

5,277

16,975

6,213

5,766

18,755

6,184

5,642

18,530

$30,000–44,999

4,548

1,533

16,157

4,812

2,182

16,322

5,153

1,984

17,197

5,081

1,865

17,083

$45,000–74,999

4,351

890

24,930

5,286

1,595

25,515

4,808

1,096

25,550

4,562

1,000

25,707

$75,000 and Over

2,702

323

38,404

4,312

719

41,093

2,840

359

39,123

2,498

309

39,885

18,768

15,295

108,428

21,846

18,701

113,101

21,119

19,773

115,970

20,345

19,297

116,291

Total
All Households

Total

Notes: Moderate (severe) burdens are defined as housing costs of 30-50% (more than 50%) of household income. Households with zero or negative income are assumed to be severely burdened, while renters paying no cash rent are assumed to be unburdened.
Income cutoffs are adjusted to 2013 dollars by the CPI-U for All Items.									
Source: JCHS tabulations of US Census Bureau, American Community Surveys.
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TABLE A-2

Housing Market Indicators: 1980–2014

Permits 1
(Thousands)

Starts 2
(Thousands)

Sales Price of
Single-Family Homes
(2013 dollars)

Size 3
(Median sq. ft.)

Multifamily

Manufactured

Single-Family

Multifamily

New 4

Existing 5

852

440

222

1,595

915

185,596

178,270

421

705

379

241

1,550

930

179,440

172,213

454

663

400

240

1,520

925

170,008

166,083

901

704

1,068

636

296

1,565

893

178,978

165,965

922

759

1,084

665

295

1,605

871

182,052

164,735

1985

957

777

1,072

670

284

1,605

882

185,473

165,800

1986

1,078

692

1,179

626

244

1,660

876

198,720

173,358

1987

1,024

510

1,146

474

233

1,755

920

217,772

178,333

1988

994

462

1,081

407

218

1,810

940

225,129

178,503

1989

932

407

1,003

373

198

1,850

940

229,099

180,050

1990

794

317

895

298

188

1,905

955

222,608

175,394

1991

754

195

840

174

171

1,890

980

208,578

177,335

1992

911

184

1,030

170

211

1,920

985

205,014

177,257

1993

987

213

1,126

162

254

1,945

1,005

207,246

177,347

1994

1,068

303

1,198

259

304

1,940

1,015

207,663

180,068

1995

997

335

1,076

278

340

1,920

1,040

207,998

179,934

1996

1,069

356

1,161

316

363

1,950

1,030

211,237

183,902

1997

1,062

379

1,134

340

354

1,975

1,050

215,349

188,860

1998

1,188

425

1,271

346

373

2,000

1,020

221,486

196,021

1999

1,247

417

1,302

339

348

2,028

1,041

228,778

199,293

2000

1,198

394

1,231

338

250

2,057

1,039

232,337

200,728

2001

1,236

401

1,273

329

193

2,103

1,104

234,196

206,537

2002

1,333

415

1,359

346

169

2,114

1,070

246,869

218,697

2003

1,461

428

1,499

349

131

2,137

1,092

250,889

229,424

2004

1,613

457

1,611

345

131

2,140

1,105

276,965

241,634

2005

1,682

473

1,716

353

147

2,227

1,143

292,011

263,636

2006

1,378

461

1,465

336

117

2,259

1,192

289,461

260,554

2007

980

419

1,046

309

96

2,230

1,134

283,044

246,070

2008

576

330

622

284

82

2,174

1,089

255,205

215,264

2009

441

142

445

109

50

2,103

1,124

239,123

190,340

2010

447

157

471

116

50

2,151

1,137

240,801

187,540

2011

418

206

431

178

52

2,267

1,093

239,116

173,583

2012

519

311

535

245

55

2,310

1,051

252,827

181,251

2013

621

370

618

307

60

2,460

1,099

273,262

199,112

2014

640

412

647

356

64

2,414

1,080

282,800

207,125

Year

Single-Family

Multifamily

1980

710

480

1981

564

1982

546

1983
1984

Single-Family

Notes: All value series are adjusted to 2014 dollars by the CPI-U for All Items. All links are as of April 2015. na indicates data not available.
(a) 2014 permits from new 2014 universe.
Sources:
1. US Census Bureau, New Privately Owned Housing Units Authorized by Building Permits, http://www.census.gov/construction/nrc/xls/permits_cust.xls.
2. US Census Bureau, New Privately Owned Housing Units Started in the United States by Purpose and Design, http://www.census.gov/construction/nrc/xls/quarterly_starts_completions_cust.xls; Shipments of New Manufactured Homes, http://www.census.
gov/construction/mhs/xls/shiphist.xls & http://www.census.gov/construction/mhs/xls/shipmentstostate11-15.xls. Data from 1980-2010 retrieved from JCHS historical tables. Manufactured housing starts are defined as shipments of new manufactured
homes.
3. US Census Bureau, New Privately Owned Housing Units Started in the United States by Purpose and Design, http://www.census.gov/construction/nrc/xls/quarterly_starts_completions_cust.xls and JCHS historical tables.
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Vacancy Rates 6
(Percent)
For Sale

For Rent

1.4

5.4

1.4
1.5

Value Put in Place 7
(Millions of 2014 dollars)
Single-Family

Home Sales
(Thousands)

Multifamily

Owner Improvements

New 8

Existing 9

152,043

48,002

na

545

2,973

5.0

135,335

45,472

na

436

2,419

5.3

101,716

38,118

na

412

1,990

1.5

5.7

172,356

53,354

na

623

2,697

1.7

5.9

196,851

64,302

na

639

2,829

1.7

6.5

192,183

62,790

na

688

3,134

1.6

7.3

224,923

67,042

na

750

3,474

1.7

7.7

244,272

53,041

na

671

3,436

1.6

7.7

240,324

44,622

na

676

3,513

1.8

7.4

230,873

42,582

na

650

3,010

1.7

7.2

204,470

34,867

na

534

2,917

1.7

7.4

172,819

26,329

na

509

2,886

1.5

7.4

205,817

22,094

na

610

3,155

1.4

7.3

229,565

17,674

93,824

666

3,429

1.5

7.4

259,274

22,493

103,261

670

3,542

1.5

7.6

238,468

27,789

88,103

667

3,523

1.6

7.8

257,694

30,666

100,158

757

3,795

1.6

7.7

258,387

33,752

98,285

804

3,963

1.7

7.9

289,615

35,690

105,093

886

4,496

1.7

8.1

318,069

38,983

106,618

880

4,650

1.6

8.0

325,530

38,850

111,482

877

4,602

1.8

8.4

332,962

40,510

113,653

908

4,732

1.7

8.9

349,892

43,363

128,770

973

4,974

1.8

9.8

399,588

45,181

129,103

1,086

5,444

1.7

10.2

473,167

50,059

144,622

1,203

5,958

1.9

9.8

525,486

57,332

158,905

1,283

6,180

2.4

9.7

488,499

62,006

170,190

1,051

5,677

2.7

9.7

348,449

55,900

158,823

776

4,398

2.8

10.0

204,270

48,752

132,104

485

3,665

2.6

10.6

116,236

31,491

123,631

375

3,870

2.6

10.2

122,212

15,944

121,121

323

3,708

2.5

9.5

113,851

15,826

127,260

306

3,786

2.0

8.7

136,122

23,210

129,971

368

4,128

2.0

8.3

173,538

32,854

135,270

429

4,484

1.9

7.6

191,644

43,602

113,771

437

4,344

4.
5.
6.
7.

New home price is the median price from US Census Bureau, Median and Average Sales Price of New One-Family Houses Sold, www.census.gov/construction/nrs/xls/usprice_cust.xls
Existing home price is the median sales price of existing single-family homes determined by the National Association of Realtors®, obtained from and annualized by Moody’s Analytics.
US Census Bureau, Housing Vacancy Survey, http://www.census.gov/housing/hvs/data/ann13ind.html.
US Census Bureau, Annual Value of Private Construction Put in Place, http://www.census.gov/construction/c30/historical_data.html; data 1980-1993 retrieved from past JCHS reports. Single-family and multifamily are new
construction. Owner improvements do not include expenditures on rental, seasonal, and vacant properties.
8. US Census Bureau, Houses Sold by Region, http://www.census.gov/construction/nrs/xls/sold_cust.xls.
9. National Association of Realtors®, Existing Single-Family Home Sales obtained from and annualized by Moody’s Analytics, and JCHS historical tables.
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TABLE A-3

Monthly Housing and Non-Housing Expenditures by Households: 2013
Dollars

Non-Housing
Expenditures
Share of
Expenditures
on Housing

Healthcare

Personal
Insurance and
Pensions

Entertainment

22

140

73

60

227

298

21

88

68

50

161

216

14

43

37

33

86

139

310

20

102

64

51

176

2,022

363

527

47

254

238

114

478

1,526

270

476

39

135

224

90

291

1,416

1,018

169

366

25

82

144

62

171

754

1,735

308

492

42

192

224

100

377

Housing
Expenditures

Total

Transportation

Food

Clothes

Less than 30%

251

1,061

178

361

30–50%

528

819

133

Over 50%

742

489

60

All

448

863

Less than 30%

489

30–50%

947

Over 50%

Other

Quartile 1 (Lowest)

Quartile 2

All
Quartile 3
Less than 30%

748

3,194

546

694

83

374

484

187

827

30–50%

1,459

2,427

417

628

68

217

425

145

526

Over 50%

2,360

1,540

239

467

36

179

233

87

298

All

1,042

2,881

492

663

76

318

453

169

711

Less than 30%

1,294

7,480

2,090

1,013

165

574

1,029

431

2,178

30–50%

2,772

4,597

650

923

143

406

905

293

1,277

Over 50%

4,487

3,114

422

742

87

283

618

208

754

All

1,699

6,758

1,748

985

158

531

990

396

1,950

Quartile 4 (Highest)

Notes: Quartiles are equal fourths of households ranked by total expenditures. Housing expenditures include mortgage principal and interest, insurance, taxes, maintenance, rents, and utilities.
Source: JCHS tabulations of the US Bureau of Labor Statistics, 2013 Consumer Expenditure Survey.			
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The Joint Center for Housing Studies of Harvard University 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.
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