A Look at the Next Decade of Homeownership

By Gary Schero

Homeownership is already at record levels, having surpassed 68 percent, but more growth is coming if the predictions in a new study by five of the nation’s top housing and mortgage economists come true. Homeownership will most likely exceed 70 percent by 2013, the experts predict in “America’s Home Forecast: The Next Decade for Housing and Mortgage Finance.” This level of growth will translate into at least 10 million more homeowners for the nation. 

The study takes an unprecedented look at what the next decade holds for homeownership and housing production. Released by the Homeownership Alliance, a coalition committed to ensuring support for the American housing system, the study concludes that robust demand will require average annual production of between 1.85 and 2.17 million new housing units. Even the lower end of this range is above production levels of recent decades, according to National Association of Home Builders’ economist David Seiders, one of the report’s authors. With most of the new units intended for the home buying market, as opposed to the rental market, conventionally built single-family homes will account for about 72 percent of total new housing units, an even larger share than during the past decades. 

According to the economists, two primary drivers of growth in homeownership during the coming decade will be the movement of recent immigrants into homeownership and continued growth in the number of baby boomers moving into their peak home-owning years. At least one-half of the projected growth in homeownership in the coming decade will be among minority households, according to David Lereah of the National Association of Realtors®, another of the report’s authors. Also, first-time homebuyers will account for a major share of the purchase market, buying about 24 million homes over the next decade.  

Continued Growth in Home Prices 

The economists also predict that home prices will continue to appreciate at an average rate of around 5 percent each year between now and 2013. However, the rate that home prices climb each year could go as high as 6 percent if the supply of new housing remains tight. In those regions where continued concerns about sprawl leads to more land-use restrictions and/or shortages of developable land impacts the supply of new housing, the appreciation will likely be on the higher edge of the economists’ estimate.  

The economists don’t seem worried about the ability of people to pay these higher home prices. Even if home price appreciation outpaces inflation, they predict that income growth will keep pace with home price increases. They also argue that the likelihood of a so-called “housing bubble” that would produce a decline in home prices at the national level is quite remote. Even at the local level, they say, the demand-supply conditions are such that there are few, if any, markets that exhibit conditions that would cause home prices to fall.

The Challenges

The economists pointed to some challenges that could interfere with the realization of their rosy predictions for the housing market’s continued good health. They are worried, for example, that in some jurisdictions, increasingly stringent land-use controls will push up housing prices and impair housing affordability. Also, the increasing strains on the long-term federal budget may threaten programs that help provide affordable rental housing for low-income households that can’t afford to purchase homes and may eventually push up interest rates, hurting housing affordability overall. In addition, they’re concerned that the increasingly diverse population will challenge homebuilders, real estate professionals, and the housing finance sector to meet the needs and expectations among the country’s growing number of foreign-born households. 

If you want more details on the report’s findings, you can download it at www.homeownershipalliance.com.  
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