25–34 year-old age group was up just 5 percent. Meanwhile, gross
domestic product per capita, a measure of total economic gains,
increased some 52 percent in 1988–2017. If incomes had kept pace
more broadly with the economy’s growth over the past 30 years,
they would have easily matched the rise in housing costs—underscoring how income inequality has helped to fuel today’s housing
affordability challenges.

DEMOGRAPHICS LIFTING HOUSEHOLD GROWTH
The size and age structure of the adult population, together with
the rates at which people form households, determine how much
new housing is needed to meet increased demand. In 2016, the Joint
Center projected robust growth of 13.6 million households over the
next decade, assuming a pickup in household formations among the
millennial generation (born 1985–2004), longer periods of independent living among the baby-boom generation (born 1946–1964), and
moderate growth in foreign immigration. However, based on the
Census Bureau’s new, lower population estimates and additional
declines in household formation rates among young adults, the
latest Joint Center projections put household growth in 2017–2027
significantly lower at 12.0 million. This total is more in line with the
1.1 million average annual increase over the last three years.
Most of this new outlook reflects lower net foreign immigration and
higher mortality rates among native-born whites. In combination,
these changes mean slower growth in the number of older white
households as well as of Hispanic and Asian households of most ages.
Although lower than the 1.3 million per year previously projected,
net immigration is still expected to average 1.0 million annually over
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Immigration Has Become an Increasingly Important
Source of Household Growth
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Because of their sheer numbers, however, millennials have still
helped to boost household growth. With the leading edge of this
large generation now in its early 30s, adults under age 35 formed
10.5 million new households in 2012–2017, 1.5 million more than
in the previous five-year period. Given that millennials born at the
peak are now in their late 20s and the youngest are just 13, this
generation will continue to lift household growth for years to come.
The overall aging of the US population has important implications
for housing markets, with 65–74 year olds now the fastest-growing
age group. Since older adults generally live in established households and strongly prefer to remain in their homes as they age, they
have not historically added significantly to new housing demand.
But given the size of the baby-boom generation, households headed
by persons age 65 and over will continue to grow at an unprecedented pace in the next decade, increasing the presence of older
households in both the homeowner and rental markets.

Source: JCHS tabulations of US Census Bureau, 1970–2000 Decennial Censuses, and 2000–2016 American Community Survey
1-Year Estimates
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Since older households own many of the nation’s existing homes,
they will also drive strong growth in spending on improvements
and repairs—and, increasingly, home modifications that ensure
their ability to age safely in place. For the millions of older owners with limited incomes and wealth, however, these expenditures
may present a financial challenge. And whether they own or rent,
the growing population of older adults will require better access
to transportation and support services, adding to the pressures on
local governments to expand the supply of good-quality, affordable,
and accessible housing.

2010–2016

● Foreign-Born Households ● Native-Born Households
● Foreign-Born Share of Growth (Right scale)
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Relatively low headship rates among millennials also contribute
to lower projected household growth. Despite the recent pickup in
incomes, adults under age 35 are still not forming households at
rates as high as previous generations at that age. This suggests that
other forces are at play, including higher rates of college and graduate school attendance and lower rates of marriage and childbearing.
High housing costs may also be a factor, given the smaller share of
young adults heading up households in expensive housing markets.
Indeed, just 31 percent of adults aged 25–29 head their own households in the nation’s 25 least affordable metros (measured by the
share of renters with cost burdens), compared with 41 percent in
the 25 most affordable metros.
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the next decade as growth of the native-born population continues
to slow. As a result, immigrants will increasingly drive household
growth, especially after 2025 when native-born population growth
decelerates further. As it is, the foreign-born share of household
growth has already climbed from 15 percent in the 1980s to 32 percent in the 1990s and to nearly half so far this decade (Figure 1).

DEMAND SHIFT FROM RENTING TO OWNING
After a decade of soaring rental demand, US households are edging
their way back into the homebuyer market. Growth in the number
of renter households slowed from 850,000 annually on average in
2005–2015 to just 220,000 in 2015–2017, while the number of owner

households rose 710,000 annually on average in the past two years.
This reversal lifted the national homeownership rate to 63.9 percent last year, with gains spread across most age, race, and ethnic
groups. While too early to tell whether this is the start of a rebound,
the homeownership rate appears to have at least stabilized.
If today’s national homeownership rate is the new normal, it is settling close to the 64 percent that prevailed just before the housing
boom and bust started in 1994. Even so, the current homeownership rate for adults aged 25–34 is 4.2 percentage points lower than
in 1994 and 6.3 percentage points lower than in 1987 (Figure 2). The
differences for the 35–44 year-old age group are even larger, with
the current rate down 5.5 percentage points from 1994 and 8.2 percentage points from 1987. Households 65 and over are the only age
group with higher homeownership rates today, up 3.3 percentage
points from 1987. In fact, the only reason the national rate is near
the 1994 level is because older adults now make up such a large
share of households.

FIGURE 2
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Although the changes in homeownership by race and ethnicity
are mostly positive, black households are the one group that has
made no appreciable progress (Figure 3). Compared with 1994,
black homeownership rates have increased just 0.3 percentage
point while white rates have risen 2.2 percentage points, widening the black-white gap to 29.2 percentage points. This disparity is
even more troubling given that the gap was 23.5 percentage points
in 1983, when the black homeownership rate was 2.6 percentage
points higher than today. Although rates for both Hispanics and
Asians have risen somewhat since 1994, the disparities with white
rates are still substantial at 26.1 percentage points and 16.5 percentage points, respectively.
The choice between owning and renting depends on a variety of
factors, including relative costs, expected length of stay, tolerance
for financial risk, and the perceived benefits of each option. As
such, there is no “ideal” homeownership rate. But the wide gap in
white-minority homeownership rates conflicts with evidence from
consumer surveys that renters of all races and ethnicities want to
own homes in the future. Given both the desire to own and the ability of many renters to sustain homeownership, restricted homebuying opportunities for minorities should be a critical public concern.
Regardless of race or ethnicity, though, the latest runup in house
prices has made homeownership more difficult to attain. In 1988,
when the first State of the Nation’s Housing report highlighted historically high homeownership costs, the national home price-to-income
ratio was 3.2, with just one metro posting a ratio above 6.0. In 2017,
the national price-to-income ratio stood at 4.2, and 22 metros had
ratios above 6.0. So far, however, low interest rates have kept the
median monthly payments on a modest home relatively affordable—in fact $250 lower in real terms than in 1988. However, the
ongoing rise in both interest rates and home prices may change this.
In addition, higher prices mean higher downpayments and closing
costs, an even more difficult hurdle than monthly payments for
many first-time homebuyers.

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

FIGURE 3

…and Black Households Are Near 30-Year Lows
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CONTINUING CONSTRAINTS IN THE SINGLE-FAMILY MARKET
Supplies of existing single-family homes for sale remain extremely
tight. In fact, both key measures of inventories are at their lowest
levels since the National Association of Realtors began its tracking
in 1982 (Figure 4). In 2017, the supply of for-sale homes averaged
only 3.9 months—well below the 6 months considered a balanced
market. Zillow puts supply even lower at just 3 months, with inventories in roughly a third of 93 metros under 2 months.
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percent contractor fee. While on par with 2017, this represents a 12
percent jump from 2014 after adjusting for inflation.
Modular housing, constructed in factory conditions before being
transported and assembled on site, could provide at least part of
the answer. Including the value of land, the median price for a new
modular unit was $217,200 in 2016—nearly $90,000 less than for a
new site-built home. To date, however, homebuilders have been
slow to adopt this innovation, with only 15,000 modular homes
added in 2016. Indeed, modular housing has never accounted for
more than 4 percent of single-family construction in the United
States. By comparison, modular housing accounts for 9 percent of
new homes in Germany, 12–16 percent in Japan, and 20 percent in
the Netherlands.

PERSISTENTLY LOW INVENTORIES AND SLOWING SALES
The National Association of Realtors reports that the number of
homes on the market fell from 1.65 million in 2016 to 1.46 million
in 2017. The single-family inventory alone shrank 11 percent, from
1.45 million to 1.29 million. In December 2017, for-sale inventories
were at their lowest levels since at least 1999 for all homes and since
1982 for single-family homes. Meanwhile, the for-sale vacancy rate
fell to 1.5 percent in the first quarter of 2018, matching the lowest
readings since 1994.
Supplies were tight nearly everywhere (Figure 11). Of the 93 large
metros tracked by Zillow, only one had a for-sale inventory of

Although Increasing Somewhat, Construction
of Modest-Sized Housing Remains Limited
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Constrained by limited inventory, growth in home sales slowed
from 4.5 percent in 2016 to only 1.9 percent in 2017, to a total of 6.1
million units. Although increasing for the third consecutive year,
existing home sales led the slowdown with just 1.1 percent growth,
to 5.5 million units. The only appreciable upticks in sales (2–3 percent) were in the South and West.
In contrast, new home sales rose 9.3 percent from 2016, to 613,000
units. This was the sixth straight year of growth from the fivedecade low of 306,000 units in 2011. More than half (55 percent) of
new home sales were in the South, and about a quarter were in the
West. Of the remaining sales, 12 percent were in the Midwest and
only 7 percent in the Northeast.

CONTINUED CLIMB IN HOME PRICES
Nominal home prices rose 6.2 percent over the course of 2017, even
faster than the 5.3 percent increase in 2016. In real terms, home price
appreciation was a strong 4.6 percent. As a result, the median price
of an existing home rose from $237,387 in 2016 to $238,800 in 2017.
Recent home price trends vary sharply across the country. JCHS
analysis of the FHFA All-Transactions Index indicates that nominal
home prices in 13 of the nation’s 100 largest metro areas rose more
than 10 percent last year. The biggest increases were in the West,
especially the Seattle (14 percent), Las Vegas (14 percent), and Salt
Lake City (10 percent) metro areas. Appreciation also hit double
digits in Dallas, Grand Rapids, Nashville, and Orlando. In contrast,
home prices fell slightly in McAllen and were essentially flat in
Bridgeport, Hartford, and New Haven.

FIGURE 10
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more than 6.0 months in 2017. Markets in many Western metros
were especially hot, with supplies of less than a month in both San
Francisco and San Jose. Home sales in Salt Lake City, Seattle, and
Stockton also closely tracked the number of homes on the market.
At the other extreme, the metros with the largest inventories of
available homes were Bridgeport (6.9 months), El Paso (5.6 months),
New Haven (5.3 months), Virginia Beach (4.8 months), and Scranton
(4.8 months).

2017

By the end of 2017, nominal home prices in 59 of the nation’s 100
largest markets exceeded their pre-crisis peaks. Prices were furthest
above peak in metros that experienced only a modest downturn
after the crash and then a surge in appreciation, such as Denver (62
percent above peak), Austin (58 percent), Dallas (55 percent), and
Houston (44 percent). Other metros with above-peak home prices
had posted less of a drop but also a milder rebound. In Albany, for
example, home prices fell just 6 percent during the housing crisis,
then climbed 10 percent through 2017 to stand 3 percent above the
previous peak. Similar trends are evident in Little Rock, Oklahoma
City, and Tulsa. In still other metros, home prices rebounded sharply from a severe drop. Los Angeles is one example, where nominal
home prices fell by 36 percent after the crash, but now exceed the
previous peak by 3 percent.

FIGURE 18

Young Adults Are Far Less Likely to Move than in the Past
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centage point for households 65 and over. But given the size of the
65-and-over age group, even this modest drop translates to significantly fewer residential moves.
Although renters traditionally move more often than owners, their
mobility rate has also dropped sharply, offsetting the impact of
higher rentership rates. As a result, even though the number of
people living in rental housing rose from 72.5 million in 1996 to
83.2 million in 2017, the number of renter-movers declined from
24.2 million to 17.9 million. The lower mobility rate among renters
thus contributed 3.4 percentage points of the 5.3 percentage point
decline in overall residential mobility.
Several social, economic, and demographic trends may explain the
decline in residential mobility. The increased tendency for adult
children to live with their parents, for example, results in lower
mobility rates not only for those young adults, but also for their parents who might otherwise move to smaller homes or to retirement
communities. Rising student loan debt may also play a role both by
making it harder for young adults to afford to live independently
and by making the transition from renting to owning more difficult.
In addition, lower-cost rentals are increasingly scarce in many areas,
making tenants reluctant to move even if the units are no longer
suitable. Growth in two-earner households may also limit the ability
or willingness to move. Finally, many of the growing number of older
households are staying in their homes longer than previous generations at their ages, rather than downsizing or moving to rentals.

SPEEDUP IN DOMESTIC MIGRATION
A slowdown in local moves drove almost all of the decline in residential mobility between 2006 and 2016, accounting for 3.0 million

of the 3.2 million drop in annual moves. Meanwhile, interstate
migration—which has important impacts on housing demand in
markets that migrants both move to and leave—appears to have
stabilized. Both the American Community Survey and the Current
Population Survey report the share of people migrating between
states in 2016 rate was roughly the same as in 2008.
Interstate migration has even picked up over the past several years
in some areas, particularly in the West. For example, Washington
has attracted more residents from out of state and lost fewer to
other areas, lifting net domestic inflows from 14,000 in 2012 to
64,600 in 2016. The annual net increase in Oregon also jumped from
11,700 to 38,000 over this period, due largely to in-migration from
other states.
Resuming past trends, total net domestic migration to the
Southeastern states of Florida, Georgia, and the Carolinas rebounded from a low of 86,000 in 2009 to 317,000 in 2017. Meanwhile,
domestic outflows from the Northeast and Midwest continued to
increase in 2017. The three states with the largest net domestic
outflows—California, Illinois, and New York—lost 443,000 residents
to domestic migration in 2017, more than double the 207,000 net
losses in 2011.
Across age groups, interstate migration appears to have settled near
the lows reached in 2010, with slight increases among millennials
and baby boomers. The rate of domestic migration among 25–34
year olds rose modestly from 3.7 percent in 2010 to 4.0 percent in
2016, lifting the number of state-to-state movers from 1.5 million
to 1.7 million. The number of domestic migrants in the 65-and-over
age group rose even more, from 390,000 to 600,000, not only because
of strong population growth within this age group, but also because
of an increase in their rates of migration.
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FIGURE 20

After Years of Decline, the Homeownership Rate Has Turned Up
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points below the 1987 level. Moreover, the black homeownership
rate is also 6.6 percentage points below its mid-2000s peak, considerably more than the 5.0 percentage point difference for Asians, 3.4
percentage point difference for Hispanics, and 3.7 percentage point
difference for whites. Taken together, these trends mean that while
the Hispanic-white and Asian-white homeownership gaps have narrowed somewhat over the past three decades, the black-white gap
has widened substantially.

age groups over 45 were higher (Figure 21). The fastest growth has
been among households in their pre-retirement years (50s and 60s).
Between 1990 and 2016, the aging of the baby boomers pushed up
the number of homeowners in their 50s by 75 percent and the number in their 60s by 63 percent. In combination with lower homeownership rates among younger households, these trends mean that the
share of homeowners aged 65 and over increased from one in four
in 1990 to one in three in 2016.

Meanwhile, households age 65 and over are the only age group that
had higher homeownership rates in 2017 than in 1987, with a gain of
3.3 percentage points bumping their rate up to 78.7 percent. Indeed,
the fact that the national rate is now within 0.1 percentage point of
its 1987 level reflects the surge in the number of older homeowners.
Homeownership rates for all other age groups fell markedly over
this period. The rate for 35–44 year olds dropped the most, down 8.3
percentage points to 59.0 percent. The rate for 25–34 year olds also
stood at only 39.2 percent last year—well below the 45.5 percent
posted 30 years earlier. However, these younger households saw a
0.6 percentage point increase in 2017— the largest homeownership
gain of any age group.

A 2014 AARP survey indicates that 88 percent of today’s age 65
and over adults want to remain in their homes as they age. The
growing number and share of older homeowners are therefore
likely to have at least two important consequences for the housing
market. First, assuming that the baby boomers follow through on
their intentions to age in place, the inventory of houses for sale
will depend even more heavily on additions to supply over the
next two decades. Second, aging-related difficulty with activities of
daily living may prompt many older homeowners to modify their
homes to improve accessibility, generating sizable growth in the
remodeling market.

CHANGING HOMEOWNER DEMOGRAPHICS
Like the US population overall, homeowners are aging. JCHS analysis of Decennial Census and American Community Survey data
shows that the median age of homeowners increased from 50 in
1990 to 56 in 2016, while that of all households rose from 45 to 52.
Strikingly, the numbers of homeowners in all five-year age groups
under 45 were lower in 2016 than in 1990, while the numbers in all
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In addition to being older, US homeowners are also more diverse.
Between 1990 and 2016, the share of white owners fell from 86.4
percent to 76.7 percent. Over this period, the number of Asian
owners rose roughly 250 percent (3.3 million) and the number of
Hispanic owners rose nearly 200 percent (4.6 million). The number
of black homeowners increased by a much more modest 39 percent
(1.6 million), but still outpaced the 13 percent increase in white
homeowners (6.7 million). Hispanic households thus accounted for
28 percent of homeowner growth in 1990–2016, Asians for 20 per-

FIGURE 21

With the Aging of the Baby Boomers, Homeowners Are Much Older Today than in 1990
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cent, and blacks for 10 percent. Although their numbers are rising
much more slowly, white households still contributed 41 percent of
the total growth in homeowners between 1990 and 2016.
A growing number and share of homes are owned by immigrants. Indeed, the number of foreign-born homeowners more
than doubled to 9.1 million in 1990–2016. As a result, the share
of homeowners born outside the US jumped from 7 percent to 12
percent. The 5.0 million foreign-born homeowners added over this
period accounted for nearly a third (31 percent) of total homeowner
growth, underscoring the important role that immigration plays in
the homeownership market.

RISING PRICES BUT RELATIVE AFFORDABILITY
Continuing a steady upward climb, the nominal median sales price
of existing homes increased from $233,800 in 2016 to $247,200
in 2017. Although higher prices mean larger downpayments, the
recent uptick in incomes and persistently low interest rates have
kept monthly payments affordable (Figure 22). In fact, the monthly
payment for the median single-family home purchased in 2017,
assuming a 30-year loan with a 3.5 percent downpayment at the
average interest rate, totaled $1,620 in real terms—slightly below
the $1,650 averaged in the 30 years from 1987 to 2016, but more
than $900 below the real median in 1981 when interest rates were
at an all-time high.
However, interest rates on 30-year loans are on the rise, moving
up from 3.65 percent on average in 2016 to 3.99 percent in 2017,
and then to 4.47 percent in April 2018. In combination with higher

prices, last year’s increase pushed up monthly payments on the
median-priced home by about $100 in 2016–2017. If interest rates
rise by a full percentage point over the course of 2018, to 4.99 percent, monthly payments would increase by $142, to $1,761, even if
home prices stay constant. But if interest rates climb to 4.99 percent
and home prices also rise at the same rate as in 2017, the median
monthly mortgage payment would increase by $220, to $1,839.
While still relatively affordable in the nation as a whole, homeownership in some metros remains far out of reach for the typical household (Figure 23). In the high-cost Los Angeles market, for example,
a household with the area median income would be able to afford
the monthly mortgage payments on only 11 percent of recently sold
homes. And because these homes include studio apartments and
other small units suitable for only one or two people, the affordable
options for families are even more limited. By contrast, even a lowincome (bottom-quartile) household in Pittsburgh would be able to
afford 26 percent of recently sold homes. Such dramatic differences
in affordability contribute to large disparities in homeownership
across metro areas. Of the nation’s 50 largest metros, Pittsburgh has
the highest homeownership rate of 70 percent, while Los Angeles
has the lowest rate of 48 percent.

SHRINKING OPPORTUNITIES TO REFINANCE
The drop in mortgage interest rates from above 10 percent in 1988 to
below 4 percent in 2012 provided a strong incentive for homeowners
to lower their long-term housing costs by refinancing. For example,
a homebuyer who purchased a median-priced home in 2002 with a
30-year mortgage, an interest rate of 6.54 percent, and a downpay-
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ment property prices rose at an 11 percent annual rate in the first
quarter of 2018—little changed from the 12 percent rate averaged
in 2014–2017. As a result, apartment prices now stand 30 percent
above the mid-2000s peak in real terms.
At the same time, slowing rent growth and rising vacancy rates
in high-end rentals have helped to reduce apartment property
pricing in certain submarkets. Real prices were down 4 percent in
Palm Beach County, 5 percent in Manhattan, and 8 percent in San
Francisco proper in the first quarter of 2018 from a year earlier. Real
price declines in the 0.5–1.5 percent range also occurred in Chicago,
Jacksonville, parts of downtown Los Angeles, and the San Francisco
metro area as a whole.
Nevertheless, prices continued to rise sharply for certain types of
properties (Figure 31). For the first time in five years, the largest
price increases for multifamily properties in 2017 were in neighborhoods characterized as “car-dependent” suburbs (up 8.6 percent),
and “somewhat walkable” suburbs, where some errands can be
done on foot (up 9.4 percent). Real prices for garden-style properties—typically located in suburban communities—also increased
by 8.7 percent in the first quarter of 2018, outpacing the 5.4 percent
increase for mid- and high-rise properties.
Both investors and lenders, however, have become more cautious.
The Federal Reserve’s survey of senior loan officers indicates that a
modest net fraction (5.6 percent) of domestic banks tightened their
standards for loans secured by multifamily residential structures
for the eleventh consecutive quarter. And for the sixth consecutive
quarter, a somewhat larger share (10.0 percent) reported weaker
demand for such loans. Even so, credit risk remains low. The delinquency rate for FDIC-insured multifamily-backed loans was just
0.15 percent in late 2017. In other evidence of market health, preliminary estimates from the MBA’s quarterly survey of originations
show a 14 percent year-over-year increase in the dollar volume of
multifamily property loans at the end of 2017.

THE OUTLOOK
While rent growth continues to outpace inflation, the uptick in
vacancy rates over the past year—particularly among new units—signals a subtle shift in rental market conditions. Although still high by
historical standards, rentership rates have fallen among key groups.
Increasing softness, particularly at the high end, has led many to suggest that multifamily markets are in store for a slowdown.
The longer-term picture for rental housing demand is positive as
increasing numbers of the large millennial generation form new
households and more older households switch from owning to renting. There is also tremendous pent-up demand for affordable rental
housing, not only among the nation’s 15.5 million very low- and
extremely low-income households, but also among households with
more means but are struggling with cost burdens. Conditions at the
low end of the market should therefore remain exceptionally tight
in the face of strong demand and diminishing supply.

FIGURE 30

The National Rental Housing Stock Continues
to Shift to Higher-Cost Units
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FIGURE 31

Apartment Properties Continue to Appreciate
More Rapidly than Single-Family Homes
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FIGURE 33

Cost Burdens Are Prevalent Among Low-Income
and Minority Households
Share of Households with Cost Burdens (Percent)

nearly 40 percent of households cost burdened. By comparison,
median housing costs in small metros were about $700 per month
and median monthly incomes about $3,900, putting the cost-burdened rate at 26 percent.
Rural communities are generally more affordable than metro
areas, with median housing costs of $650 per month. But given
relatively low median incomes of $3,700 per month, a quarter of
rural residents are also housing cost burdened. Rural communities
in California are the least affordable in the country, with a costburdened share of 36 percent.
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FIGURE 34

When Burdened with High Housing Costs,
Low-Income Households with Children Spend
Little on Other Basic Necessities
Average Monthly Expenditures of Low-Income Families with Children (Dollars)
600

CURRENT REACH OF FEDERAL RENTAL PROGRAMS
Federal housing assistance is a vital but limited resource that serves
just one out of every four very low-income renter households. Of
the 4.6 million households that currently receive rental support, the
vast majority are older adults, families with children, and households that include a member with disabilities.
In 2017, about half of assisted households (2.2 million) received
housing vouchers to use in the private rental market, a decline of
86,000 from 2016. The number of occupied public housing units
also fell by nearly 32,000 in 2016–2017, leaving the occupied public housing stock under 1.0 million units for the first time since
1972. However, part of this decline is due to the Rental Assistance
Demonstration program, which allows public housing authorities to convert public housing to Section 8 contracts. As a result,
project-based rental assistance edged up 39,000 occupied units in
2014–2017, to 1.2 million.
The Low-Income Housing Tax Credit (LIHTC) program is now the
largest source of assisted rental housing (Figure 36). Since its inception in 1986, the program has supported the construction, rehabilitation, or acquisition of nearly 2.5 million affordable rentals.
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Notes: Low-income households are in the bottom quartile of households ranked by total spending Households without burdens (with severe burdens)
devote 30% or less (more than 50%) of expenditures to housing, including utilities
Source: JCHS tabulations of US Bureau of Labor Statistics, 2016 Consumer Expend ture Survey

LIMITATIONS OF ASSISTANCE
Allocations for rental assistance have fallen well behind need.
HUD’s latest Worst Case Housing Needs report indicates that the
number of very low-income households with severe cost burdens or
living in inadequate or overcrowded conditions rose from 6.0 million
in 2005 to 8.3 million in 2015. Over this same period, a $12 billion
total increase in HUD’s major rental programs lifted the number of
assisted households by just 150,000, to 4.7 million. HUD spending
was essentially flat in 2013–2015, even as the number of households with worst-case needs continued to rise. Although the 2018
omnibus spending bill increased HUD funding, renewals of rental
assistance contracts consume an increasing portion of its budget,
reducing the funds available for other key programs.
For households that qualify for assistance, several obstacles stand
in the way of finding affordable housing. First of all, wait times for
HUD subsidies averaged 27 months in 2017, ranging from about 18
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Further progress in reducing homelessness may require new
approaches. Some programs use the pay-for-success model to
finance interventions, such as rapid rehousing and permanent
supportive housing where funding comes from investors. If
the program is successful, investors receive a return and local
govern-ments save money on services. Another program that may
help to prevent homelessness is the City of Stockton's plan to
provide a basic income to low-income residents as an offset to
rising hous-ing costs.

STATE AND LOCAL GOVERNMENT INITIATIVES
State and local governments are making their own efforts to
provide more affordable housing for low- and moderate-income
households. According to the National Low Income Housing
Coalition database, about 100 state and local programs provide
either tenant-based assistance or capital support for affordable
rental housing development. For example, Denver has launched
a voucher program with public and private funding so that lowerincome households can afford to live in vacant high-rent units.
Alternatively, many cities and states provide downpayment assistance to low- and moderate-income homebuyers, often through
housing finance agencies.
To leverage funding sources, state and local governments rely on
bond issues, tax levies, and housing trust funds to support more
below-market-rate housing. Indeed, Seattle has used a combination
of bonds and levies to meet its affordable housing goals since 1981.
Seattle’s 2016 property tax levy will raise $290 million over seven
years, subsidizing 3,000 affordable apartments and providing shortterm assistance for at-risk households.

Regulatory changes are another way that states and localities
support affordable and fair housing goals. Inclusionary housing
policies, implemented by 886 jurisdictions, require or provide incentives for developers to set aside a percentage or number of units as
affordable. Inclusionary zoning has gained traction in recent years
in metro areas where rents are rising. For instance, Atlanta recently
passed an ordinance requiring that 10–15 percent of units in new
housing in certain neighborhoods be affordable to residents making
up to 60–80 percent of area median income.
Although some states encourage or require localities to increase
the supply of affordable housing, others have preempted local
efforts. In Tennessee, a recent state law effectively undermined the
Nashville Metropolitan Council’s inclusionary ordinance by requiring that the city provide financial incentives to developers that
voluntarily include affordable units. Similarly, a Texas law prevents
municipalities and counties from enforcing ordinances that ban
source-of-income discrimination.

INCREASING LOSSES TO NATURAL DISASTERS
The 16 major disaster events in 2017 caused a record-setting $306
billion in damages. These events caused destruction of hundreds of
thousands of homes and widespread displacement of households
across California, Florida, Puerto Rico, and Texas. In Puerto Rico
alone, storms destroyed or severely damaged an estimated 472,000
housing units.
In the immediate aftermath of disasters, displaced households need
short-term housing. In 2017, the Federal Emergency Management
Agency’s (FEMA’s) Transitional Shelter Assistance program covered

FIGURE 38

Although Improving in Much of the Country, Homelessness Is Increasing in Several Large, High-Cost Metros
Homeless Population (Thousands)
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