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Why Do We Care About Rental Housing
Affordability?

* Basic human requirement
— The issue of housing insecurity

— Implications of housing insecurity

* Substantial share of household budgets



How Can We Measure Rental Housing
Affordability?

* Cost burden
— Genesis of the approach / Brooke amendment
— Housing wage
— Other studies

e Residual Income

* Affordability Index



Weekly Work Hours Required to Afford a Typical Rental
Housing Unit without Being Cost-Burdened
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120 120
112
100 15 100
80 - 80
60 - 60
$15
. -.I -I —I —I ] -I ] ] -
. I I I I I I I I )
0 - -0

2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: Author’s calculations; National Low-Income Housing Coalition
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Other Recent Cost-Burden-Based Studies

* Atlanta Fed Study
— Awvailability of units under $750

— Significant reduction in “atfordable units between
2010 and 2014

* Philadelphia Fed Study

— Compared rents and incomes in District
— Most LMI households are housing cost-burdened

— 85 percent of “extremely low-income” (< 30 percent
of AMI) are housing cost-burdened



How Can We Measure Rental Housing
Affordability?

Cost burden

— Genesis of the approach / Brooke amendment
— Housing wage

— Other studies

Residual Income

Affordability Index
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Rent Affordability in the U.S.

Index: 2005 = 100

180 180
= (CPI Rent on Primary Residence e===Inferred Multifamily Rent ECEC Wage Core CPI less shelter
160 160
140 140
120 120
100 100
80 Notes: Multifamily rents are inferred from several BLS/CPI seties. The computation 80
of multifamily rent assumes that owner equivalent rent (OER) is all single family (SF)
and that rent of primary residence is %2 of each (based on micro data), implying that
(approximately) (0.5)SF growth + (0.5)MF growth = growth in rent of primary
residence.
60 60
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Sources: U.S. Bureau of Labor Statistics, Authot's calculations
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Intlation-Adjusted Growth in Rent

Index: 2010=100
130 130

=@ ACS Median Rent (1-yr) = CPI Rent on Primary Residence
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Survey; U.S. Bureau of Labor Statistics
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Median Gross Rent as a Share of Median
Household Income
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Rent, Income, and Affordability in 2014
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Rental Atffordability Calculations
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Percent Change in Affordability Ratio, 2010-2014
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Military and Oil Boom Towns
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Change in Housing Affordability Across MSAs, 2010 — 2014
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