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Preface

The 1980 National Housing Production Report of the President is the
successor to the Annual Reports of the President on the National Housing
Goal, which were sent to the Congress from 1969 through 1978. There was
no report in 1979; instead, this Report covers both 1979 and 1980.

~ This Report was prepared in January and February 1980, and sent to
the Congress by President Jimmy Carter on March 19, 1980.
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Summary of the
1980 National Housing Production Report

The Report consists of a narrative and four appendices. The narrative
contains a description of the state of the housing inventory in 1977 and the
characteristics of housing production and marketing in 1978 and 1979, and
includes a discussion of anticipated developments in 1980. The narrative
also has sections detailing trends in rental housing and in tenure preference
and housing structure type.

The section on housing production and marketing shows that, despite

- predictions of a downturn, 1978 was the fourth best year on record for

housing starts, which amounted to 2.023 million. Single family starts of
1.433 million were near the record set in 1977. New home sales of 817,000
equaled the previous year's record volume, while existing home sales set
a new record of 3.905 million. New housing completions and mobile home
placements added 2.147 million units to the nation's housing inventory in
1978. The vigor of the housing industry, particularly the single family
homeownership sector, was due to continued strength in the economy, the

_demographic pressures exerted through new household formations, the availability

of mortgage funds at adequately high levels through the introduction of money
market certificates, and the interlocking effects of inflationary expectations

with the tax benefits and potential for equity appreciation which arise from
homeownership.

In 1979 the expected downturn in housing production and sales began.
Construction starts of 1.748 million were 14 percent below those for 1978,
Most of the decline occurredin single family starts, which fell by 0.24 million
to 1.193 million in 1979. Multifamily starts declined from 587 thousand in
1978 to 550 thousand in 1979, Sales of new single family houses fell 13 percent
to 712 thousand, but existing home sales went down only 4 percent to 3.747 million
in 1979, Additions to the housing inventory from new housing unit completions and
mobile home placements were unchanged from 1978 at 2.150 million units. The
drop in production initiation and in sales was due to many factors, including
record sales prices and interest rates which were beginning to price many
buyers out of the market, an apparent temporary slowing in the rate of
household formations, uncertainty about the economy, and a tightening in the
supply of mortgage credit in the fourth quarter of 1979,

The outlook ‘for housing production and marketing throughout 1980 is
for further declines in housing starts, sales and completions. Rapidly
changing economic conditions make it difficult to project actual levels
with any great degree of certainty. Starts might be expected to total
between 1.3 and 1.5 million units, including 1.0 to 1.1 million single
family houses. New house sales could drop to between 550 thousand and
650 thousand units. Inventory additions from housing completions and mobile
home placements are estimated to range from 1.75 to 1.85 million units.
These rates of additions will be sufficient to house the new households
expected to form, but will make .possiblée the replacement of only 200
thousand to 300 thousand of the least desirable housing units. Vacancy
rates will also continue to be Tow at these levels of production. Investment
in the nation's existing inventory is expected to continue at high levels,
at nearly $50 billion in current dollars.



2 t

The Report notes that the nation's housing stock grew by 1.5 million units -
in the year preceding November 1977, to 82.4 million units, and by another 2.2 L
million units by November 1978, to 84.6 million housing units. The vacancy ;
rate for all units suitable for year round use was 6.7 percent in 1977 and k
6.9 percent in 1978, The homeownership rate, which was 64.6 percent in 1975, :
64.7 percent in 1976, and 64.8 percent in 1977, shot up to 65.2 percent in
1978 as homeownership became financially more attractive. Between 1977 and
1978 the number of owner-occupied units increased 1.5 million to 50.3 million
units, while the number of renter-occupied units increased only 0.3 million to
26.9 million units. Between 1970 and 1977 the stock of year-round units
increased fastest in rural areas, a 33.2 percent increase of 5.9 million
units to 23.6 million in 1977. The increase in urban areas was 14.2 percent,
or 7.1 million units, to a 1977 total of 57.1 million. As the housing stock
has grown it has improved in quality, so that by most measures there were
fewer poor quality units in 1977 than in prior years. For example, the number
of occupied units lacking some or all plumbing was 1.805 million in 1977,
down from 2.2€1 million as recently as 1974. The number of crowded units,
with more than one person per room, declined from 3.788 million in 1974 to
3.278 million in 1977. Thus Americans were better housed than ever before,
but, millions of poor quality units remained in the stock, and were disnroportion-
ately inhabited by the poor and by minority households. The section on
housing needs notes that, by one measure of physical deficiency, 9.7 percent of
all households, but 21.4 percent of Black households and 13.5 percent of Hispanic
households lived in physically flawed housing in 1976.

The: report traces recent trends in rental housing in the United States,
showing that the rental stock grew only half as fast as the owner-occupied
stock from 1970 to 1977. Most of the increase in the rental stock was in
multifamily buildings, as the renter-occupied single family housing stock
declined absolutely due to demolition of poorer quality units and conversion
of better units to owner occupancy status. Renter occupied units improved in
quality, as the proportion lacking some or all plumbing decreased from
7.8 percent in 1970 to 4.2 percent.in 1977. .In 1977, however, almost 10 percent
of the renter stock outside metropolitan areas still lacked some or all
plumbing facilities. Rental vacancy rates have declined to new lows of
about 5 percent in recent years, although the vacant rental stock is of better
quality than in prior years. After high volumes of production in the early
1970s, multifamily starts have remained at fairly low levels in recent years,
even though production was rising slowly into 1978, before turning down in
1979. The continued shift to homeownership for the investment and tax
advantages has taken many middle-and upper-income households out of the
rental market. Apartment owners have not been able to raise rents as fast
as operating costs have increased because renter incomes have increased even
more slowly than rents. An increasing proportion of renters have high rent
to income ratios; in 1977, 49 percent paid more than 25 percent of income
for rent, compared with 40 percent in 1970,
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The Report reviews the construction manpower, materials and land
resources, and concludes there should be no supply problems at the anticipated
low levels of production in 1980. The construction industry is expected to
experience a decrease of 9 to 15 percent in year-long job requirements. Land
prices have been rising rapidly in some areas due to a shortage of buildable
land caused, in part, by land use controls. Regulations and fees also increase
the cost of developed land. Mortgage loan originations are expected to decline
in 1980 as activity decreases and prices and interest rates remain high.
Loanable funds at depository institutions will be in short supply, so that
privately insured and Federally guaranteed mortgage pools must be relied
upon to sustain the flow of funds into the mortgage market.

The appendices to the Report provide much more detail on various aspects
of housing production and the stock of housing. Appendix A includes discussions
of Federal aids to housing, including tax incentives and housing credit
assistance in calendar years 1978 and 1979, and cash subsidy programs in
fiscal years 1978 through 1981, with 1980 and 1981 estimated. Appendix B
has material on the preservation of existing housing and neighborhoods, with
analyses of changes in the condition of housing and neighborhoods, of expendi-
tures for housing maintenance and repair and construction improvements, and
Federal programs for housing, community development, and related research
which contribute to the conservation and preservation of the nation's housing
stock and residential neighborhoods. Appendix C covers the nonfinancial
resources (labor, materials, and land) required for housing production.
Appendix D provides data on the availability of funds for housing in 1976
through 1979 and presents an assessment of the availability of mortgage funds
for housing in 1980.
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1980 National Housing Production Report

Introduction

Section 1603 of the Housing and Urban Development Act of 1968, as
amended by the Housing and Community Development Amendments of 1978,
requires the President to transmit to the Congress an annual report
which reviews the progress made in achieving housing production objectives
during the preceding year; projects the level, composition and general
location of production and rehabilitation activity during the current
year and assesses the availability of required resources; specifies
Federal programs or policies needed to achieve the objectives; updates
estimates of the housing needs of lower income households; reviews the
progress made in achieving goals of conserving and upgrading older houses
and neighborhoods, expanding homeownership and equal housing opportunities,
and assuring reasonable shelter costs; and reports on methods developed
and legislative and administrative actions needed to monitor and support
achievement of these goals.

This report describes the state of the housing inventory in 1977
and 1978, housing production in 1978 and 1979 and expected developments
throughout 1980, and addresses the issues specified by Section 1603.

The appendices to this report present detailed statistics and analyses
to support its findings. Appendix A describes Federal aids for new
hoﬁsing production and for support to and general preservation of the

existing housing stock; Appendix B describes the condition in 1977 of
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the existing stock and levels of maintenance and improvement in 1978 and
1979; Appendix C assesses the availability of manpower, materials and
land for housing production; and Appendix D examines housing finance and
the sources of funds to meet expected production needs.

This report covers housing production in both 1978, a peak year in the
most recent housing cycle, and 1979, when the anticipated cyclical downturn
finally occurred, and discusses anticipated developments in 1980. Housing
inventory characteristics for these and prior years are also discussed,
based on available data.

Calendar year 1978 was an exceptionally productive time for the housing
industry. Starts and completions of single-family housing, and also sales
of new and existing houses soared at or near record levels. The decline
predicted for many of these indicators did not occur in 1978, due to con-
tinued strength in the economy, the demographic pressures exerted through
net household formations, a maintenance of mortgage funds at adequately
high levels, and the interlocking effects of inflationary expectations
with the tax benefits and potential for equity appreciation which arise
from homeownership. As a result, many households were willing and Able‘
to ignore the "psychological barrier” of 10 percent mortgage interest
rates and continued to purchase sales housing. |

Calendar year 1979 presented another picture. The decline in
residential construction that had been predicted since late 1977 finally
materialized and construction starts for the year were about 14 percent

below the 1978 level. Starts of single family houses fell at a greater
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rate - almost 17 percent - than starts of multifamily units, which were
down about 6 percent. Although existing homes sales in 1979 were only
moderately below (about 4 percent) the record sales level of 1978, new
home sales dropped 12 percent from the record levels of 1977 and 1978,
with the decline accelerating at the end of the year. Record sales prices
and interest rates, uncertainty about the economy, an apparent one year
decline in the rate of household formations (about 300,000 fewer than
average), and a tightening in the supply of mortgage credit in the fourth
quarter all contributed to the slowing pace of construction activity in
1979.

Throughout this period, even as home sales declined slightly,
there was a continued shift to homeownership which increasingly
has taken many middle and upper-income households out of the rental market.
As a result, the ability of apartment owners to raise rents enough to
meet increasing operating costs in the face of weakened demand was somewhat
limited. Due to lagging rents and other factors, interest in the production
of multifamily housing has been weak. Construction of unsubsidized
multifamily housing (including condominiums and co-operatives)
was about the same in 1977 and 1978, and declined in 1979.

Unsubsidized multifamily starts intended for rental occupancy were down



1.

4
by about 4 percent in 1978, and another 10 percent in 1979. The
rental market is, above all else, being weighed down by an underlying
question of affordability: in 1977, almost 49 percent of all renters
were paying one fourth or more of their income for rent, compared with
less than 40 percent in 1970. This trend in conjunCtjon with the
estimated 5.3 million lower income households who lived in physically
inadequate housing in 1977, is enough to clearly indicate that while
great strides were made in housing in 1978, and even 1979, much still
needs to be done to alleviate the nation's housing problems.

Housing Production and Marketing in 1978 and 1979

Housfng production in 1978 continued the recovery which had begun in
mid-1975, and housing marketing repeated or exceeded the record high
levels established in 1977. Total private housing starts for the year
were 2,020 million, up 1.7 percent from 1977, displacing 1977 as the
fourth best year in history. Total public and private starts totalled
2,023,300 units. The average seasonally adjusted annual rate of 2,078,000
private starts in the fourth quarter of 1978 was virtually the same as
the 2,090,000 rate in the fourth quarter of 1977, and was above the total
for the year. After a slow start in January and February due to adverse
weather conditions, when the starts rate dropped to about 1.7 million,
the rate remained above 2.0 million for the remainder of the year.

The peak monthly seasonally adjusted annual rates were 2.176 million in

April, and 2.107 million in November.
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In calendar year 1979, housing production and marketing turned
downward from the recent peak levels achieved in 1978. Total private
housing starts in 1979 were 1.744P million, 13.7 percent below the
1978 figure. Total public and private starts were 1,747,600p housing
units. The seasonally adjusted annual rate exceeded 1.9 million in
only one month of 1979, while it exceeded 2.0 million in nine months of
1978. In the last quarter of 1979, the rate averaged 1,583,000P,
almost 23 percent below the fourth quarter of 1978,

Single family production in 1978 was only marginally below the modern
record for single family starts which was set in 1977. The total was
1,433,300 privately owngd single family starts and the 1977 figure was
1,450,900.

In 1979, 1,193,200 single family houses were started, or
16.7 percent fewer than in 1978. This, however, was the fourth highest
one family starts level on record, exceeded only in 1978, 1977, and 1972.

Privately owned multifamily starts in 1978 reached 587,000, 9.5 percent
above the 1977 level of 536,200 units. This was the fifth consecutive
year of increase for the multifamily sector. However, most of the increase
between 1977 and 1978 was due to increased construction starts under the
Section 8 Lower Income Housing Assistance Program.” Unsubsidized starts
of privately owned multifamily units remained at about the same level in

1977 and 1978.
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In 1979, privately owned multifamily starts declined by 6.2 percent,
only two-fifths as much as single family starts. The total was 550,400 -
units, above the 1977 level and the second highest multifamily starts
total since 1973. In the first 6 months of 1979, the annual rate averaged
539,000 units, and rose to 554,000 units in the second half of the year.
However, in the last quarter the rate dropped back to 531,000, and it
was 481,000 in the last month of the year.

Mobile home shipments, 1ike single family starts, were slightly
lTower in 1978 than in 1977; 275,600 units were shipped by manufacturers
in 1978, compared with 277,000 shipped to dealers and park developers in
1977.

In 1979, mobile home shipments were stable at 276,900 units.

The shipment rate reached 311,000 in January 1979, below the

recent peaks reached in late 1977 and early 1978, and then varied between
268,000 and 293,000 for most of the year unti] it fell to 251,000 in
November, and 241,000 in December.

About 1,800,500 new privately owned housing units were authorized in
16,000 permit issuing places in 1978; this is a new data series. Under
the older series for 14,000 permit issuing places, the Bureau of the
Census reported that 1,686,800 private housing units were authorized by
building permits in 1978, about the same as the 1,690,800 authorized in

1977. Single family permits were down slightly (3 percent), from 1,126,100
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in 1977 to 1,092,300 in 1978. Permits for units in structures with two
or more units rose 5.4 percent from 564,000 in 1977 to 594,500 in 1978,
Multifamily permits were 33.4 percent of all permits issued in 1977, and
rose to a share of 35.2 percent in 1978.

In 1979, the number of privately owned housing units authorized in

16,000 permit-issuing places decreased 14.0 percent from 1978 to 1,548,800.

Permits for single family units fell the most, 17.5 percent to 976,000.
Multifamily permits for two or more unit structures declined 7.3 percent
to 572,800 units. Permits for multifamily units represented 37 percent
of all housing unit authorizations in 1979, the highest proportion since
1974, when it was 40 percent.

At the end of 1979, builders held permits for 185,700 units which
were not yet started. This was 10.6 percent below the 207,800
units authorized by unused permits in the hands of builders at the end
of 1978. About 58 percent of the unused permits at the end of 1979
were for multifamily units.

During 1978, 2,147,400 newly-built, privately owned hous}ng units
had been added to the nation's housing inventory (exclusive of additions

of housing units from existing structures). This was 12.2 percent above
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the 1,914,600 units added in 1977. New private conventionally built
housing completions totaled an estimated 1,867,500 units, 12.7 percent
more than the 1,657,100 completed in 1977. 1In 1979, about 2,150,000 new
housing units (conventional and mobile) were added to the nation's housing
stock, virtually unchanged from 1978. Conventionally built housing
completions added 1,868,200 units, also unchanged from 1978.

Single family unit completions rose to 1,369,000 units in 1978, a
record in this series and 8.8 percent above the previous high of 1,258,400
in 1977. 1In 1979, one family completions were 1,298,900, 5 percent below
1978. Completions of units in structures with two or more units added
498,500 units to the inventory in 1978, almost 100,000 units and
25 percent more than the 398,700 units added the prior year. 1In 1979, two
plus unit completions totalled 569,300 - units, 14 percent above 1978.

Placements on site in 1978 of mobile homes ready for occupancy
amounted to 279,900 units, 8.7 percent more than the 257,500 units placed
on site in 1977. In 1979, on-site placements of mobile homes totalled an
estimated 282,000 units, slightly above the 1978 level.

At the end of 1978, 1,310,200 housing units were under construction,
up 8.5 percent from the 1,208,000 started but not completed at the end

of 1977. About 42 percent, or 545,600 units, were in multifamily
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structures, compared with 473,200 at the end of 1977. At the end of 1979,
1,147,900 units were under construction, 12 percent below 1978. About
44 percent, 504,000 units, were in multifamily structures.

New single family house sales in 1978 repeated the record volume set in
1977. Merchant builders sold 817,000 speculatively built single family
houses in 1978, practically the same as many as the 819,000 sold in 1977.
An all-time monthly record was set in October 1978, when sales recorded
a seasonally adjusted rate of 900,000 new houses. At the end of 1978,
builders were carrying an inventory of 419,000 units, the equivalent of
6.2 months of sales at the seasonally adjusted December sales rate.

In 1979, new single family house sales declined to 712,000, down 13
percent from 1978. At the end of 1979, builders had an unsold inventory
of 405,000 units, equal to 8.8 months supply at the seasonally adjusted
December sales rate. Of the 405,000 houses actually for sale at the
end of 1979, 117,000 were completed, 228,000 were under construction,
and 59,000 were permitted but not started.

In 1979, new home sales fell 9 percent from 1978 in the Northeast
to an annual total of 71,000 and were down 21 percent in the North

Central, to 115,000 houses. Sales fell 15 percent in the West to 223,000
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units, and 9 percent in the South, to 303,000 units, despite continued
migration into these region.

Existing single family home sales set a new record in 1978, as
demand for homeownership remained strong. These sales rose 9.3 percent
over 1977, to a total of 3,905,000 compared with 3,572,000 the prior
year. In 1979, existing home sales declined only 4 percent from 1978 to a
level of 3,747,000 houses. In the last two months of 1979, the rate
fell below 3.6 million, but was still above annual levels of every year prior
to 1977. These sales levels reflected the continued strength of the
interest in and demand for homeownership.

Existing home sales set records in all four regions during 1978,
rising from 2.0 percent above 1977 in the North Central region, to
19.2 percent above 1977 in the South, which accounted for 78 percent of
the national increase in existing home sales in 1978. 1In 1979, existing
sales at 578,000 were unchanged in the Northeast, were down 8 percent
in the North Central to 971,000, down 5 percent in the South to 1,564,000,
and down 3 percent in the West to 631,000 homes.

Multifamily rental absorption rates increased slightly in 1978.
About 227,800 unfurnished, unsubsidized rental apartments in buildings

with five or more units were completed in 1978, up 17.2 percent from the



T S et

S e e A e gy Ry e g e e

b T e ¢ g g

g

cm e g, e O R e ke W o e

[T

i

.

11

194,400 completed in 1977. Almost 82 percent of the 1978 completions were
rented within three months, compared with a three month absorption rate
of 80 percent in 1977. 1In 1979, the absorption rate for newly comp]eted,v
privately financed and unsubsidized apartments in buildings with five or
more units rose again to just over 83P percent. An estimated 250,000
such units were completed in 1979, almost 10 percent more than in 1978.

About 54,500 new condominium units in five or more unit structures
were completed in 1978, compared with 43,300 in 1977. The proportion
of condominium units sold within three months was 77 percent in 1978,
and 71 percent in 1977.

Condominium starts in 1978, based on builders' intentions at time of
start, reached a level of 156,000 units up 32 percent from
118,000 such starts in 1977. Of the 1978 condominium starts, 42,000
units or almost 27 percent of the total were in one unit structures
(attached or detached). This was about the same as the 41,000 such starts
in 1977. Another 25,000 or 16 percent of the total were in structures
with two to four units; this was one-fifth of all the two-to-four unit
starts, about the same proportion as in 1977, but an increase over the
20,000 such starts in 1977. O0f the 462,000 sta}ts of units in structures
with five or more units in 1978, 89,000 or 19.3 percent were intended for
sale as condominiums. In 1977, 57,000 units or 13.8 percent of the 414,000
starts in five or more unit structures were intended to be sold as condo-
miniums. Starts of units intended for rental occupancy amounted to

469,000 units in 1978, 3 percent more than the 455,000 rental starts in
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1977. After adjusting for starts under the rental subsidy programs,
unsubsidized rental starts were down about 8.5 percent in 1978; unsub-
sidized multifamily rental starts were down about 10 percent. Of the
1978 starts, 14,000 units were one unit structures, 82,000 were in two to
four unit structures, and 373,000 were in five or more unit structures.

National production levels in 1978, as in 1977, exceeded expectations.
Expectations were trimmed for 1979, and production generally fulfilled

the forecasts of most analysts. The Tenth Annual Report on the National

Housing Goal had anticipated overall production in 1978 of 2.06 to 2.24

million units, including 0.26 to 0.34 million mobile home shipments,
about 1.3 mil]ion‘conventional single family starts, and 0.50 to 0.60
million multifamily starts. The actual level of 2.30 million units,
including 0.28 million mobile home shipments, 1.43 million

single family starts, and 0.59 million multifamily starts, was due to
the continued strong demand for housing, particularly for owner occupied
housing. New single family sales, which had been expected to drop below
800,000, in 1978 remained above, at 1977 levels. ‘Increasing demand for
condominiums buoyed the multifamily sector.

In the Fall of 1978, most housing forecasts placed 1979 housing
starts at 1.7 million units or in a range of 1.7 to 1.8 million. Single
family starts estimates varied from 1.1 to 1.3 million, and multifamily
starts were expected by most analysts to fall between 0.50 and 0.56
million. Mobile home shipments would add 0.26 to 0.30 million units for
a total production forecast of 1.96 to 2.10 million units. The actual
production level of 2.03 million was at the midpoint of the expected

range.



13
These patterns of housing production were due to several factors:

- the economy continued its steady expansion in 1978 as GNP grew
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4.8 percent in constant dollars from the fourth quarter of 1977

to the fourth quarter of 1978. In 1979 economic growth slowed,

and actua]ly‘dipped in the second quarter, resuming a slow growth
in the next two quarters. The growth in constant dollars from
fourth quarter 1978 to fourth quarter of 1979 was only 1.0 percent.
the number of employed workers increased by almost 3.3 million
during 1978, to 95,831,000 employed persons in December 1978.
Employment growth slowed to under 2.1 million in 1979, with
97,912,000 employed persons in December 1979. The unemployment
rate fell from 6.3 percent in December 1977 and January 1978 to
between 5.8 and 5.9 percent in the months from August 1978

through December 1979.

per capita disposable personal income, in constant (1972) dollars,
rose 3.4 percent during 1978, from $4,285 in 1977 to $4,449 in 1978.
In 1979, per capita disposable personal income averaged only

$4,510 for the year, up just 1.4 percent from 1978.

the number of households in the United States increased

by 1,888,000 in the twelve months prior to March 1978, a net
increase from household formations equalled only once before, in
1971-72. The average net increase from 1970 to 1978 was

1,579,000 per year. In the 12 months prior to March 1979,
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the number of households increased by only 1,300,000, thereby
temporarily slowing the demand for housing.

- the tax benefits to homeownership and the potential for equity
appreciation in an inflationary period has further encouraged the
normal preference for homeownership, and increased demand for such
housing. Because of the deductability of mortgage interest pay-
ments, high interest rates were not the deterrence to borrowing
that might have been expected, at least in 1978 and
1979. In late 1979, however, record mortgage interest rates
and sales prices seemed to have a dampening effect on demand.

- losses of savings from thrift institutions, which ordinarily had
occurred when interest rates on competing investments rose, were
averted by the introduction in June 1978 of the new money-market
savings certificates (MMC's) which offered savings interest rates tied
to Treasury-bill rates. As a result thrift institutions could
compete for savings with open-market instruments and have adequate
funds to provide the new mortgage loans demanded by consumers.
Although the competitive edge with commercial banks was removed in
1979, MMC's were still an important source of funds to thrifts.

Thus, patterns of economic growth, levels of employment and incomes,
coupled with demographic factors giving rise to increasing household
formations, formed the basis for strong housing demand in 1978 and
then weakening demand in 1979. This demand was focused particularly on

the sales housing segment of the market, due principally to the tax
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and investment benefits associated with homeownership. Adequate funds
were available from thrift institutions, primarily as a result of the
introduction of money market certificates, to enable consumers to realize
their demand for housing through 1978 and into 1979, until economic
conditions, uncertainty, and reduced availability of mortgage funds
resulted in a housing downturn.

The demand for mortgage funds remained quite strong again through
most of 1979, despite increasing monetary restraint. As a result,
effective interest rates on conventional loans for new and existing homes
rose from 10 percent in December 1978 to about 12 percent by the end of

December 1979. Effective interest rates on FHA and VA loans similarly

rose from 10.16 percent to 12.5 percent. There was little or no dampening of

demand for mortgage credit until the sharp increases in-mortgage commitment
rates resulting from the Federal Reserve's October policy shift. With
market rates rising more than 150 basis points overnight, usury ceilings
in many states suddenly became binding - even in some states where such
ceilings were established through an index of previous period money market
or capital market yields.

In March 1979, changes in the MMC regulations took away the thrift's

1/4 percent differential on MMC's whenever 6 month Treasury Bill rates equaled

or exceeded 9 percent, and prohibited the compounding of the interest

earned on the certificates. The changes severely reduced the competitive
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edge enjoyed by S&L's and severely hurt mutual savings banks. Before
the changes, S&L's and MSB's had a combined net new savings inflow of
$10.8 billion during the first quarter. Following the changes, net new
savings inflows for the next three quarters at S&L's averaged $1.6 billion,
while MSB's suffered net savings outflows, totaling $7.6 billion. This
reduction in savings inflows was not due entirely to the loss of competitive
advantage on MMC's, since total net inflows into MMC's, including those
at commercial banks, were 40 percent less in the second and third quarters
than in the first. Thus thrifts had a reduced share of a reduced net MMC
increase. With net new savings inflows severely cut back, thrifts financed
their mortgage lending primarily through alternative sources of funds.
As in 1978, S&L net loan repayments ($49.7 billion) while not as large
as in the previous year accounted for the major source of funds. With
early 75 percent of all deposits in various forms of high yielding
money market certificates, interest credited on loan repayments ($24.2
bil1ion) became the second most important source of funds for mortgage
- financing. Thrifts also increased their net sales (sales less purchases)
of mortgage loans ($6.2 billion) as well as increased their advances
from the FHLBB ($8.3 billion) and other borrowings ($4.1 billion).

While the six month Money Market Certificates were instrumental
in preventing substantial disintermediation at thrift institutions in

1979, an older market innovation, the mortgage-backed security, was also
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very important to the supply of mortgage funds in 1979. Federally supported
mortgage pools contributed $30.9 billion in residential mortgage credit
during 1979, up from $22.7 billion in 1978. In addition, privately
insured pools of conventional mortgage loans more than doubled over
1978 levels, adding another $2.5 billion through secondary market sales.

The median price of a new house sold in the United States increased
14.1 percent, from $48,000 to $55,700 from 1977 to 1978, and increased
by another 12.9 percent to $62,900 in 1979. In the North Central
region, the median price increased by 15.0 percent to $59,200 in
1978, and by 7.8 percent to $63,800 in 1979. In the West, it
increased 14.6 percent to $61,300 in 1978, and 13.7 percent to $69,700
in 1979. In the South, the increase was 14.2 percent to $50,300 in 1978, and
13.9 percent to $57,200 in 1979. In the Northeast, the increases were
12.6 percent to $58,100 in 1978, and 13.4 percent to $65,900 in 1979.
The median price of existing homes rose 13.5 percent in 1978, to $48,700
from $42,900 in 1977 and 15 percent to $56,000 in 1979. The price
of an existing home sold in the West in 1978 rose 16.4 percent to $66,700,
1979, the median price was $78,000, up 17 percent from 1978 and 10
percent above the new house sales price. In the other regions,
existing home prices rose at rates equal to or slower than new house
prices, and stayed below the new house prices. For the most part these
price increases were greater than the increases in costs of construction

or in the Consumer Price Index. The CPI rose 7.6 percent from 1977 to
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1978 and 13.3 percent from 1978 to 1979. The cost of construction
materials rose 11.4 percent in 1978 and 10.2 percent in 1979, and union
hourly wage rates and benefits for selected building trades rose
6.2 percent in 1978 and 7.0 percent in 1979. Overall construction costs
rose about 9 percent in 1978 and 11 percent in 1979, much slower than
the price of a new house. Thus demand was important in raising prices.

Qutlook for Housing Production and Marketing in 1980

Between 1.30 and 1.50 million conventional housing units are expected
to be started during 1980, a decrease of 14 to 25 percent from 1979.
Single family starts would account for about 1.00 to 1.10 million units,
while multifamily starts would comprise 0.30 to 0.40 units. Mobile home
shipments are projected tq'vary between 220,000 and 240,000 in 1980, for
a total housing production initiation of 1.52 to 1.74 million units.
Completions of conventional housing units and mobile home placements
should produce from 1.75 to 1.85 million additions to the nation's housing
inventory. The 1.5 to 1.6 million conventional completions would include
about 1.1 million single family units and about 450,000 multifamily
completions.

Sales of speculatively built new homes are anticipated to total between
550,000 and 650,000 in 1980, down 8 to 23 percent from 1979. Absorption
of new rental units in multifamily structures could stabilize or

increase slightly to a three month rate of about 84 percent.
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These levels of housing production and marketing would provide
sufficient housing for the new households formed during 1980, but make
possible the replacement of only 200,000 to 300,000 of the least desirable
housing units. These levels of replacement are minimal compared
to the 3.5 million lower income renter and the 1.6 million lower income
owners who occupied physically deficient housing in 1977. It is likely
that more of the least desirable housing units would be replaced if
production, particularly of multifamily rental housing, were higher.

Based on anticipated housing production levels, homeowner vacancy
rates are likely to be maintained at about 1.0 percent. Rental
vacancy rates, which have been about 5.0 percent since the third quarter of
1977, are expected to continue at or just under that level. The vacant
stock for rent and for sale are of a higher quality than ten years ago,
s0 that these rates are not as onerous as they appear to be. However,
these vacancy rates suggest that many local housing markets will continue
to be tfght. The tightness will induce increased investment in and use
of the existing stock.

In 1978, $75.8 billion was expended on new residential construction,
while nearly half again as much, $37.5 billion, was expended on maintaining,
repairing, and making construction improvements to the existing housing
invehtony. In 1979, $77.1 billion went for new construction and $44.5

billion was used to improve or maintain the existing inventory.
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Additions and alterations to residential structures amounted
to $12.2 billion, and major replacements, $8.1 billion in 1978;
the 1979 figures are estimated at $13.2 billion and $8.6 billion.
Gross private residential investment constituted about 5.1 percent of
GNP in 1978 and 4.8 percent in 1979 ($113.5 billions). The share
of GNP is expected to decline as new residential investment recedes
further from 1978 levels. Investment in the existing inventory, which
has been steadily increasing in real terms for several years, is expected
to remain stable in 1980, at about $49 billion in current dollars.

Trends in the Existing Housing Stock

This section of the 1980 Housing Production Report covers the changes
in the size and composition of the housing inventory. It also reports
on changes in housing and neighborhood quality.

Inventory changes

By November 1977 the nation's housing stock had grown to a total of
82.4 million units, an increase of 1.5 million uhits and 1.9 percent from
November 1976. About 98 percent, or 80.7 million units, were intended
for year-round use. The total vacancy rate for year-round units was 6.7
percent. Of the 5.4 million vacant units, approximately 3.3 million were
either already sold or rented and awaiting occupancy, held for occasional
use such as second homes, or otherwise not available for rent or sale.

There were slightly more than 2;1 million vacant units on the market for
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rent or sale, or 2.6 percent of the year-round housing stock. In 1976
marketable vacancies totalled 2.2 million units, 2.7 percent of the year-
round stock.

By November 1978, preliminary data indicate that the housing stock
grew to 84.6 million units, including 1.8 million seasonal units. The
82.8 million year-round units included 5.7 million vacant units. The
rental vacancy rate, 5.4 percent and the sales vacancy rate, 1.2 percent,
were unchanged from 1977,

Occupied units increased by 1.3 million from 1976 to 1977, to 75.3
million units. Owner occupied units increased by under 0.9 million to
48.8 million, and renter occupied units increased by over 0.4 million to
26.5 million. In 1977, owner occupied units accounted for almost 64.8
percent of all occupied units, up from 64.7 percent in 1976 and 64.6
percent in 1975. In 1978, the ownership rate increased dramatically
to 65.2 percent, as the number or owner-occupied units increased by about
1.5 million to 50.3 million, while the number of renter-occupied units
increased only 0.3 million to 26.9 million units. Occupied condominium

units increased to 865,000 in 1978 from 665,000 in 19773 over half

- of the increase came from conversions.

Between 1970 and 1977, the stock of year-round housing units increased
fastest in rural areas, a 33.2 percent increase of 5.9 million units from
17.7 million in 1970 to 23.6 million in 1977. The stock in urban areas
grew at less than half that rate; the urban increase was 14.2 percent, as

the stock grew by 7.1 million units from 50.0 million in 1970 to 57.1

million in 1977. Inside Standard Metropolitan Statistical Areas (SMSAs),
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the stock grew by 18.4 percent in that period, from 46.1 million to 54.6
million units. In central cities of SMSAs, the stock grew only 9.8
percent, from 22.6 million to 24.8 millions units, while in urban and
rural areas.inside SMSAs but outside central cities, the stock grew 26.6
percent, from 23.5 million to 29.8 million units. The housing stock in
urban and rural areas outside SMSAs grew at a faster rate than inside
SMSAs as a whole. OQutside SMSAs, the increase from 1970 to 1977 was 21.0
percent, as the stock grew from 21.6 million to 26.2 million units.

From 1970 to 1977, one family units increased at a slower rate, 16.1
percent, than the stock as a whole, and fell from 69.1 percent of all units
in 1970 to 67.3 percent in 1977 (67.6 percent in 1976). Units in two to
four unit structures declined from 13.3 percent to 12.9 percent of the
total from 1970 to 1977 (they were 12.8 percent in 1976). Units in structures
with five or more units, and mobile homes increased their share of the stock;
apartments rose from 14.5 percent to 15.2 percent (15.0 percent in 1976), .
and mobile homes from 3.1 percent to 4.6 percent (unchanged from 1976).

From 1973 to 1977, almost 3.3 million housing units which existed in 1973
were removed from the inventory; almost all were year-round housing units.
Under 2.7 million had been occupied in 1973, 1.1 million by owners and
less than 1.6 million by renters. Just under 0.6 million of these year
round units had been vacant. About 56 percent of the total were in urban
areas, and 44 percent were rural units. Of all units removed, 1.4 million v
were one family houses, 0.6 million were in two to four unit structures,
over 0.5 million were in structures with five or more units, and 0.7
million were mobile homes which had been occupied in 1973. Also, of the

total number of year-round units removed, 1.8 million or over 54 percent
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had been built before 1940, and 0.9 million or over 27 percent had been
built between 1959 and 1973. The removals eliminated over 0.6 million
units, most of them renter occupied or vacant, which had lacked some or
all plumbing facilities.

Trends in Housing Quality

Decennial censuses of housing have limited measures of housing
quality. Table 1 shows the proportion of housing units which are inadequate,
using the measures of quality most commonly cited in years past from
decennial census results. Measures of adequacy focused heavily on plumbing
equipment, including whether a unit had bathing facilities, running water,
and flush toilets; these have all been combined into one category in
Table 1, "lacking some or all plumbing."

The other common measure of housing quality was the overall physical
condition of the unit; those units classified as "dilapidated" or "needing
major repairs" were deemed substandard. It has not been possible to
measure this condition precisely. The 1960 Census of Housing reported
2.9 million dilapidated units, but subsequent re-evaluation of the Census
indicated a substantial undercount, and significant disagreements among
observers on how to classify individual units. The "true" estimate was
placed at 4.0 million units, about 7 percent of the housing stock. In
1970, the Census was conducted by mail, and the subjective estimate of
overall housing quality was dropped from the questionnaire; but a subsequent
1971 survey, based on the 1970 Census, indicated that there were 3.1 million

dilapidated units. No comparable data have been collected since 1970.
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Table 1
Measures of Housing Inadequacy

1940 1950 1960 1970 1974 1977
Percent of all units
Lacking some or
all plumbing 45,2 35.4 16.8 6.5 4.0 3.1
Percent of all units
Dilapidated or
needing major repairs 17.8 9.8 6.9 4.6 NA NA
Percent of all units
substandard: Dilapi-
dated or lacking
plumbing 49,2 36.9 18.2 9.0 NA NA
Percent of Occupied
units with 1.51 or
more per room 9.0 6.2 3.6 2.0 1.1 0.9
Percent of Occupied
units with 1.01 or
more persons per room 20.2 15.8 11.5 8.0 5.3 4.4
Percent of Occupied
units with one or more
subfamilies NA NA NA NA 1.5 1.4

Sources: Decennial Censuses of Housing, U.S. Department of Commerce,
Bureau of the Census, and the Annual Housing Survey, U.S.
Department of Commerce, Bureau of the Census.and U.S. Department
of Housing and Urban Development, Office of Policy Development
and Research.

NA - Not Available
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The most common measure of housing space is the ratio of persons to
rooms within a dwelling unit. The 1940's standard of adequacy was 1.5 or
fewer persons per room; by that standard, as shown in Table 1, overcrowding
has virtually disappeared. More recently, overcrowding has been defined
as more than 1.0 persons per room. Even by this measure, overcrowding is
diminishing rapidly, from 20.2 percent in 1940 to 8.0 percent in 1970, and
4.4 percent in 1977.

As shown in Table 1, there is some overlap between the measures of
housing inadequacy, since same units have more than one defect. For
example, the percentage lacking plumbing, and the percentage dilapidated,
add up to 11.1 percent of the total in 1970; but 2.1 percent of the units
had both deficiencies, so the total that were substandard physically was
only 9.0 percent. Over time, the percentage with more than one deficiency
has been dropping, as housing quality improved generally; the reduction
in the number of "doubly inadequate" units is a further gauge of progress
in housing quality.

Table 1 demonstrates the improvements in housing quality as measured
by the older, simpler standards. As these older standards are achieved,
more detailed and more precise standards to measure further improvement
are developed. In order to measure housing quality more precisely (among
other objectives), the Department of Housing and Urban Development
initiated an Annual Housing Survey in 1973 which is conducted by the

Bureau of the Census. The survey describes housing conditions in much more
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detail than previously had been possible. The Annual Housing Survey asks
about the quality of the plumbing system, for example, rather than merely
whether the housing unit has complete plumbing facilities. About 35
indicators of housing inadequacy have been contained in the Survey. Data
for the first five years have now been collected and processed; these are
summarized in Appendix B.

In order to analyze the current condition of the American housing
stock, many of the measures of housing adequacy contained in the Survey have
been combined in this Report into categories which assess the quality of
major components of a housing unit-- the eléctrical system, plumbing, the
kitchen, the bathroom, the heating system, the roof and basement, and
interior walls, ceilings and floor. Incomplete or malfunctioning equipment
or materials in any of these components is treated as a housing defect.

The analysis of housing qua1ity excludes measurements of the quality of the
neighborhood, or the public services provided to the residents, and
focuses only on the quality of the housing unit itself.

Table 2 lists the number of occupied housing units reporting each
type of defect. The most common structural defects are leaks in roof or
basement; leaky basements are particularly common, with almost 23 percent
of all homes that have basements reporting leaks. - Inadequate heating
equipmént, defined as sole heating source being room heaters without vent
or flue, fireplace, stoves or portable heaters, and recent breakdowns in
heating equipment, are also reported quite often. This category increased

by 242,000 units from 1976 to 1977, with almost all of the increase
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occurring in owner-occupied units in the suburbs and outside SMSAs,
suggesting it is not a]ways a serious problem. A large number of units
with unvented room heaters and no other serious defect, about 2.4 million
in 1977, were in the South:census region. The least common type of
defect reported is lack of heating equipment; in some climates, as in most
of Hawaii, this is not a defect, of course.

Neighborhood quality or condition is even more difficult to measure
than housing quality. Table 3 lists eleven indicators of neighborhood
condition, six community services which are important to the quality of
life in a neighborhood, and some results of residents' rating of their
neighborhood and an expression of their desire to move out of the
neighborhood. These indicators may not describe comprehensively, sharply,
or objectively, the actual conditions in neighborhoods. but they do
represent the feelings and opinions of people about their living environ-
ment. The subjective reactions of people to their surroundings may be
as important in many respects as the objective circumstances about those
surroundings.

These neighborhood indicators do not show the same general trend of
improvement that was found in the housing quality indicators. In most
cases the situation is worse than in 1973, but in a number of cases
there recently has been improvement, based on the 1975 to 1977 data.

The neighborhood setting of housing units, the “suitéble living environment"
specified in the Housing Act of 1949, clearly is a subject which requires
more investigation and analysis to understand the needs and to determine

whether public policy can be used to bring about improvement.
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Table 2

Occupied Housing Units With Specified Defects

1973, 1975 and 1977

(In Thousands of Units)

Type of Defect*

Occupied Units (Total)

Kitchen - Shared or
no complete kitchen facilities
Complete kitchen, but not all
facilities usable

Electrical
some or all wiring exposed
Lacking working outlets in some
or all rooms

Shared or no bathroom

PTumbing
Lacking some or all facilities
Breakdown in water supply
Breakdown in sewer or septic tank/
cess pool
Breakdown in plumbing equipment

Heating
No heating equipment
Inadequate heating equipment
Breakdown in heating equipment

Water leaks
Through Roof
In basement

Interior ceilings and walls
With open cracks or holes

With broken plaster or peeling paint

With broken plaster

Interior floors with holes

A1l Units Reporting the Defect

1973

69,337
1,575
NA

2,749
3,661
2,957
2,471
1,728

776
1,366

331
4,553
4,956

5,260
9,346

4,179
3,237
NA

1,332

1975
72,523
1,428
476

2,336
2,528
2,315
2,076
1,591

746
1,123

309
4,534
4,034

4,491
8,475

3,845
NA
2,518

1,298

1977
75,280
1,258
525

1,003

2,147

2,088
1,805
1,783
818
1,198

353

3,891
NA
2,490

1,324

Change 1973 - 77

5,943

-317
NA

-1,746
-1,514
-869
-666
+55
+42
-168

+22
+293
-781

-743
-1,198

*The individual defects are not additive, since more than one defect within
and among categories may be present in the same unit.

households failing to report or reporting “Don't Know."

The numbers exclude

Source: Annual Housing Surveys, U.S. Department of Commerce, Bureau of Census,
and U.S. Department of Housing and Urban Development, Office of Policy

Development and Research.
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Table 3
Selected Indicators of Neighborhood Quality
Percent of Occupants Reporting Specified Indicator

1973 1975 1977
Neighborhood Conditions
Airplane Noise )45.8% 16.5% 16.9%
Street Noise ) 34.8 31.6
Heavy Traffic 30.0 30.3 29.2
Streets Need Repair 14.1 17.2 18.3
Inadequate Street Lights 20.0 25.1 25.0
Crime 13.2 18.5 17.0
Odors 11.6 8.9 8.6
Litter 11.4 14.4 16.0
Commercial or Industrial Uses 13.5 17.1 20.7
Deteriorating Housing 8.7 9.5 10.2
Abandoned Buildings 5.8 6.9 7.0
Inadequate Services
Public Transportation 36.1 42.0 34.7
Shopping 13.3 14.6 12.9
Schools 3.6 3.8 4.4
Police Protection 8.4 8.8 9.2
Fire Protection 4.3 5.2 NA
Hospitals or Health Clinics 11.8 13.1 14,7
Opinion of Neighborhood
Fair 16.7 14.9 15.5
Poor 3.0 2.4 2.7
Poor and Want to Move 2.2 1.7 1.3

Source: Annual Housing Surveys, Department of Commerce, Bureau
of the Census and Department of Housing and Urban
Development, Office of Policy Development and Research
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V. Trends in Tenure Preference and Structure Iype-

Tenure, as used here, does not refer to the term of holding property
(length of residency), but to the manner of holding it, i.e., ownership
versus rentership. This section examines trends toward homeownership and
some of the reasons for it.

Section II of this Report, above, noted that new and existing home
sales were at or near record levels in 1977 and 1978, with a downturn
beginning in 1979. These sales rates reflect the increasing desire for
homeownership, and for trading up in housing quality for those who are
already homeowners. Table 4 illustrates this by expressing the volume of
home purchases, i.e., new and existing home sales, plus construction of
contractor-built and owner-built housing, as a percent of all homeowners
in the nation.

Table 4

Home Purchases as Percent of All Homeowners, 1973-1979
(units in thousands)

Number New New Existing Total as
of House Contractor House Total % of
Homeowners Purchases or Owner Built Purchases Purchases Homeowners

1973 44,653 634 444 2,334 3,412 7.64%
1974 45,784 519 385 2,272 3,176 6.94%
1975 46,867 549 365 2,452 3,366 7.18%
1976 47,904 646 409 3,002 4,057 8.47%
1977 48,765 819 487 3,572 4,878 10.00%
1978  49,800e 817 514 3,905 5,236 10.51%
1979  50,700e 710p 480p 3,740p 4,930 9.72%e

e = HUD estimate

Sources: Annual Housing Survey, Bureau of the Census and HUD,
Office of Policy Development and Research (PD&R); New
One-Family House Sales Survey, Census and HUD/PD&R.
Existing Home Sales, National Association of Realtors.
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In 1974, total home purchases of 3,176,000 were equal to 6.94 percent
of the 45,784,000 homeowners in that year. The ratio of purchases to the number
of homeowners rose steadily thereafter, until in 1978, the 5,236,000 home
purchases were equal to about 10.5 percent of the estimated 49,800,000
homeowners in that year. The ratio increased by over 51 percent in only
five years. 1In 1979 the ratio decreased to about 9.7P percent. The home
purchase data, but not the number of homeowners, exclude condominium
purchases in structures with two or more units. Inclusion of such data,
if available, would increase the ratios shown.

Data on recent movers from the 1977 Annual Housing Survey show that,
of the 15,791,000 households who moved in the 12 months prior to the
Survey, 5,489,000 were owners after the move. Of these, 2,647,000 or 48
percent had been owners prior to the move, 2,050,000 had been renters who
shifted to owners, and 793,000 were households with a new.head with prior
tenure of the household members unknown. At the same time, 1,290,000
prior owners shifted to renters, so the net gain to ownership among
households who shifted tenure was 760,000 households. Among those who
were owners both before and after the move, 1,172,000 moved within the
same market area. While moving to be closer to the job or other reasons may
have motivated the move, the desire for a better house is also frequently
given as the main reason for the move. Of those households who had the

same household head and who were homeowners prior to and after the move,
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at least two-thirds moved into a house with a higher market value than
the previous residence. Thus, in addition to a net shift to homeownership,
there was also a strong motivation to trade-up at work in the housing market.

The economic and financial advantages of homeownership, particularly
in a time of inflation, are obvious. Outstanding indebtedness, even
without the amortization, becomes a decreasing claim on the inflated
value of the property so that equity is increased through no effort of the
owner. The indebtedness is repaid over time in increasingly cheaper
dollars. Income tax laws provide a further advantage: as the owner's
income rises with inflation, the progressive nature of the tax schedule
increases the marginal tax rate so that rising property taxes and
higher interest rates become worth relatively more as tax deductions
to the homeowner. For example if a taxpayer had taxable income, after
deductions which did not include mortgage interest payments, of $32,000
in 1977, the taxpayer would have been in the 39 percent tax bracket with
a Federal tax bill of $7,412. If the taxpayer's income, other deductions
and housing costs were the same but the housing costs now included $4,000
in interest payments iﬁ the first year - approximately equivalent to 9
1/2 percent interest on a $42,700, 25 year mortgage loan - the deduction
would drop the taxable income to $28,000 or the 36 percent tax bracket,
with a Federal tax bill of $5,948. In effect, the deductibility of
interest reduced the interest cost to $2,536, equivalent to an interest

rate of about 6 1/4 percent on the same mortgage loan.
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Given these advantages, it is not surprising that the rate of
homeownership increases as income levels increase. Table 5 shows trends
from 1970 to 1977 in the proportions of all households and of certain
income and population subgroups and household types who are homeowners.

In the first four lines, all households are divided into four equal

groups, based on income. The first quartile group are the one-fourth of
all households, regardless of tenure, with the lowest income; they are then
separated by tenure to determine the ownership rate. Succeeding quartiles
contain successively higher income groups, with the fourth having the
highest income. The proportion of the lowest income group who were
homeowners was almost 50 percent in 1970. The rate rose to slightly over
51 percent in 1973, but by 1977 had fallen back to 46.5 percent. Economic
conditions and slower than average income growth in this group during the
mid-1970's affected their ability to become homeowners.

The second quartile income group fared a little better; although
there was a slight decline in the rate from 55.9 percent in 1973 to 55.4
percent in 1977, the latter rate was still above the 54.9 percent rate in
1970.

The two highest income quartile groups experienced steady growth in
homeownership rates; the third quartile group increased its rate from 68
percent in 1970 to 71.6 percent in 1977, while the fourth quartile, the
highest income group, increased its homeownership rate from 78.7 percent

to 85.5 percent in 1977,
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Table 5
Homeowners as Proportion of All Households
By Income, Race or Ethnic Group, and Household Type
1970, 1973 and 1977
(Households in Thousands)

1970 1973 1977

Percent Percent Percent
Owners Renters Owners Owners Renters Owners Jwners Renters Owners

Households by Income

Quartile

First Quartile 7,920 7,942 49,9% 8,900 8,434 51.3% 8,758 10,062 46.5%

Second Quartile 8,713 7,149 54.9 9,689 7,646 55.9 10,435 8,385 55.4

Third Quartile 10,780 5,082 68.0 12,003 5,332 69.2 13,479 5,341 71.6

Fourth Quartile 12,473 3,385 78.7 14,061 3,273 81.1 16,094 2,725 85.5
A1l Households 39,886 23,560 62.9 44,653 24,684 64.4 48,765 26,515 64.8
Black Households 2,568 3,607 41.6 3,024 3,938 43.4 3,470 4,486 43.6
Hispanic Households 979 1,273 43.5 1,189 1,565 43,2 1,558 2,056 43.1
A1l Others 36,339 18,680 66.0 40,440 19,181 67.8 43,737 19,973 68.6
Husband-Wife Households
With No Nonrelatives 30,807 12,759 70.7 33,689 11,831 74.0 36,274 10,748 771

Husband Under 35 years 5,990 6,221 49.1 7,473 6,260 54.4 8,465 5,781 59.4

Husband 35 Years or QOlder 24,817 6,533 79.1 26,216 - 5,571 82.5 27,809 4,967 84.8

Male-Headed Households and
Husband-Wife with Non-

relatives 1,298 1,142 53.2 1,633 1,399 53.9 1,775 1,943 47.7
Female-Headed Households 3,019 3,269 48.0 3,139 3,738 45.6 4,039 4,705 46.2
One-Person Households 4,763 6,388 42.7 6,193 7,716 44.5 6,677 9,119 42.3

Male 1,329 2,604 33.8 N/A - N/A N/A 1,988 4,048 32.9

Female 3,433 3,785 47.6 N/A N/A N/A 4,689 5,071 48.0

Source: Annual Housing Surveys, 1973 and 1977, U.S. Department of Commerce, Bureau of the Census, and U.S.
Department of Housing and Urban Development, Office of Policy Development and Research
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Homeownership rates are closely related to income. In 1977, households
with less than $4,000 in income had homeownership rates of less than 44
percent. Households with incomes from $4,000 to $6,000 had rates of
about 50 percent; the rate rose to almost 52 percent in the $6,000 to
$7,000 category, 53 percent from $7,000 to $10,000, and 58 percent from
$10,000 to $12,500. Thereafter the rate rose rapidly, to over 66 percent
in the $12,500 to $15,000 range, 72 percent in the $15,000 to $20,000
range, almost 81 percent in the $20,000 to $25,000 range, over 86 percent
in the $25,000 range, over 86 percent in the $25,000 to $35,000 group,
and almost 90 percent at $35,000 or more annual income. If income and
marginal tax rates were the only factors affecting the desire and ability
to become homeowners, it would appear that only about 10 to 15 percent
of all households would be renters with 85 to 90 percent preferring
homeownership. Instead, 35.2 percent of all households were renters in
1977, down from 35.6 percent in 1973 and 37.1 percent in 1970,

Table 5 also shows homeownership trends for some population subgroups
and househo1d'types. Blacks increased their homeownership rates from
41.6 percent in 1970 to 43.6 percent in 1977. Hispanic households had
a decline, from 43.5 percent in 1970 to 43.1 percent in 1977. Whites and
others increased from 66.0 percent to 68.6 percent over the period.
Hispanics were the fastest growing group in this seven year period; Hispanic
households increased in number by 60.5 percent, compared to 28.8 percent
for Black households, 15.8'percent for Whites and others, and
18.7 percent for all households. The number of Hispanic homeowners

increased by 59 percent, a slower growth than the growth in all Hispanic

households, but a faster growth than experienced by other groups.
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Black homeownership increased by 35 percent, and White and other homeowners
increased by 20 percent from 1970 to 1977.

Husband-wife households have the highest homeownerhip rates among all
household types, rising from 70.1 percent in 1970 to 77.1 percent in
1977. If the husband is 35 years old or older, the rate is even higher:
79.1 percent in 1970 and 84.8 percent in 1977. However, younger husband-
wife households have also steadily increased their ownership rates, from
49.1 percent in 1970 to 54.4 percent in 1973 and 59.4 percent in 1977.

Other types of households, except female individuals, experienced
declines in the rate over the seven year period, although some groups
experienced both advances and set-backs during the period. Female
individuals had only a slight increase, from 47.6 percent to 48.0 percent.
Male individuals had the lowest rates: 33.8 percent in 1970 and 32.9
percent in 1977.

These non-husband-wife household types were the fastest growing
groups; while the number of husband-wife households increased less than 8
percent, female individuals increased by 35 percent, female-headed
multiperson households by 39 percent, male-headed households by 52 percent
and male individuals by over 53 percent. Thus the numbers of homeowners
in these groups grew at a faster rate than in husband-wife households.
While these other households represented only 26 percent of all homeowners
in 1977, they accounted for over 38 percent of the increase in homeowners
from 1970 to 1977. Thus, although their ownership rates did not increase
as a group, they sti]]'exhibited a strong drive for homeownership and

were as important factor in the increase in homeownership.
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Federal policies to encourage homeownership include the tax
advantages provided homeowners, as detailed in Section I of Appendix A,
and varying forms of support to the mortgage market, from FHLBB advances
to secondary mortgage market activities, which are discussed in Apendix D
and elsewhere in this Report. Specific programs to encourage homeownership
include the FHA home mortgage insurance programs, the VA home loan guaranty
program, and the FmHA homeownership programs. In calendar year 1978, almost
347,000 proposed and existing housing units had mortgage originations
insured under the FHA home mortgage programs. The VA approved over
370,000 applications for home loan guaranty in 1978, and the FmHA assisted
about 100,000 households to purchase a home in 1978.

A new program to assist households to become homeowners in a period
of escalating home prices is the Graduated Payment Mortgage program under
Section 245 of the National Housing Act. This program reduces monthly
payments to principal and interest in the early years of the loan, then
gradually increases the payments to a fixed level according to a
predetermined schedule as the purchaser's income and the value of the
house increase with inflation in the economy. As of December 1978, over
31,000 homes had loans insured under Section 245.

For lower income households, interest subsidies to aid in the purchase
of a home are available under HUD's Section 235 homeownership assistance

program, which reduces interest rates to as low as 4 percent, and FmHA's
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Section 502 intérest credit homeownership program, which reduces interest
rates to as low as 1 percent. In 1978, about 9,000 homes were insured
under Section 235, and about 61,000 interest credit loans were made under
Section 502.

The single-family, detached, owner-occupied unit apparently is
considered the ideal housing unit type and tenure combination. Many
believe that a substantial majority of Americans live this way. In fact,
the majority do, but the majority is not substantial. In 1977, only 54.7
percent of all households were homeowners occupying detached one-family
homes. Another 10.1 percent were homeowners in different types of
structures. About 9.4 percent were renters occupying single family
detached homes, and the remainder, 25.8 percent, were renters in other
types of structures.

Surprisingly, the single-family, detached, owner-occupied unit was
declining until recently, even among homeownersQ Table 6 shows trends
from 1960 to 1977 in structure types within each tenure.

While owner-occupied units increased by 48.7 percent from 32.8 million
in 1960 to almost 48.8 million in 1977, the single family detached unit
share declined from 86.7 percent in 1960 to 84.0 percent in 1973, and
then rose to 84.5 percent in 1977. One family attached units (row or
townhouses) shares declined sharply from 4.7 percent in 1960 to 2.8 percent

in 1970, and since have had a moderate increase to about 3.6 percent.
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, Table 6
Trends In Structure Types by Tenure
1960 to 1977
(Units in Thousands)

1960 1970 1973 1977

Owner Occupied Units

Total 32,797 39,886 44,653 48,765*

Percent which are:

1 family, detached 86.7% 86.2% 84.0%  84.5%
1 family, attached 4.7 2.8 3.7 3.6
Units in 2 to 4 unit structures 5.8 5.4 4.8 4.4
Units in 5 or more unit structures 0.8 1.2 1.2 1.3
Mobile homes 2.1 4.4 6.3 6.2

Renter Occupied Units

Total 20,227 23,560 24,684 26,515

Percent which are:
1 family, detached 39.0% 32.8% 28.2% 26.7%
1 family, attached 9.2 3.4 5.9 4.4
Units in 2 to 4 unit structures 24.9 26.4 26.7 27.6
Units in 5 to 9 unit structures 8.8 9.7 11.2 11.9
Units in 10 to 49 unit structures 12.0 17.4 17.2 17.7
Units in 50 or more unit structures 5.8 9.0 8.8 9.3
Mobile homes 0.4 1.4 1.9 2.5

Sources: Decennial censuses of housing, and the Annual Housing Surveys,
Census and HUD

* In 1977, 1,009,000 owner occupied units, or 2.1 percent of all owner
occupied units, were condominiums or cooperatives. The number and
percent rose to 1,229,000 and 2.4 by November 1978.
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Owner-occupied units in 2 to 4 unit structures, once considered a sound
real estate investment for the owner occupant who would rent out the
other units, have declined steadily from 5.8 percent in 1960 to 4.4
percent in 1977, while owner-occupied units in larger structures of 5
or more units, where the owner generally owns only the unit (or a share
in a co-op giving him the right to occupy the unit), have increased from
0.8 percent to 1.3 percent in 17 years; they are still a not significant
share of the total stock. Mobile homes had the greatest rise, tripling
from 2.1 percent in 1960 to 6.3 percent in 1973; they are barely holding
their own since, having a 6.2 percent share in 1977.

Renter occupied units increased by 31.1 percent over the 17 years,
from 20.2 million to 26.5 million. Single family detached unit shares of
the rental stock declined drastically throughout the period, from 39.0
percent in 1960 to 26.7 percent in 1977. Undoubtedly, much of this
decline resulted from the conversion of rental units into owner-occupied
units, as well as from the removal of old, poor quality single family rental
units. Simultaneously, single family owner-occupied units were converted
to rentals for investment purposes, but this was not enough to offset other
reductions in single family rental units. Single family attached units
fluctuated somewhat in their share of the renter-occupied inventory, but
also declined, from 9.2 percent to 4.4 percent. Rental units in structures
with 2 to 4 units increased their share, from 24.9 percent to 27.6 percent,
while rental units in the larger structure size categories increased at

greater rates, and have shown continuing increases since 1973. More and
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more, it is renters who are found in multiunit structures. An exception

to the multiunit trend among renters is the mobile home, which increased
its share of the occupied rental stock from 0.4 percent in 1960 to 2.5
percent in 1977, an 8-fold increase in its share.

VI. Recent Trends in Rental Housing

Concern has been expressed about the future of the rental housing

inventory, given the preference for homeownership among those who can

afford to buy, the conversion of rental units to condominium or other
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ownership forms by property owners who are squeezed between rising
iE operating costs and the inability of the remaining lower income rehter
households (after higher income renters have moved to homeownership) to

pay the higher rents needed, and the relatively low production levels of

new rental housing due to high construction and operating costs and the
prospect of inadequate rental income.

The Rental Stock, 1970 to 1877

The rental housing stock (occupied and vacant for rent units) grew
11 percent between 1970 and 1977, compared to a 22 percent increase in
| the owned stock. In SMSA's the increase in the rental stock was 12 percent
while outside SMSA's the stock grew by 9 percent. Within SMSA's, almost
all of the growth occurred outside of central cities, where the stock

grew by almost 23 percent.
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The proportion of renters living in single-family, detached houses
declined from 33 percent in 1970 to 27 percent in 1977. The stock of
this type of rental unit declined 8 percent from 1970 to 1977, partly due
to losses, but also due to conversions to ownership. These conversions
apparently have reduced the rental stock more than the much publicized
multifamily condominium conversions.

The proportion of rental units in structures with 2-4 units increased
from 26 percent in 1970 to 28 percent in 1977, while the stock of these
units increased 18 percent over the period. Rental units in structures
with 5-9 units increased 38 percent between 1970 and 1977, the largest
increase of any structure type except mobile homes. The proportion of
renters residing in this structure type rose from 10 perceht in 1970 to
12 percent in 1977. Units in structures with 10 or more units increased
15 percent between 1970 and 1977, while the proportion of renters in
these units increased only slightly from 26 to 27 percent. The stock of
renter-occupied mobile homes more than doubled between 1970 and 1977;
however, in 1977 mobile homes still accounted for only 2 percent of the
renter occupied housing stock. About 63 percent of the rental mobile
homes in 1977 were located outside of SMSA's.

About 16 percent of renter occupied units in 1977 were built after
April of 1970, while 41 percent were built before 1940. The median year

built for renter-occupied units was about 1949. The rental stock is
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older than the owner-occupied stock, which has a median year built of
about 1955. Less than 28 percent of owner-occupied units were built
before 1940, and 19 percent were built after April 1970.

The proportion of renter occupied units lacking plumbing decreased
from 7.8 percent in 1970 to 4.2 percent in 1977. Over half of the rental
units without complete plumbing in 1977 were located outside of SMSA's
where almost 10 percent of the rental units had this deficiency.

Overcrowding, defined as over 1.00 persons per room has declined
from 11 percent of renter occupied units in 1970 to 6 percent in 1977,
Over the same period, units with 0.50 or less persons have increased from
45 percent of the renter-occupied stock in 1970 to 55 percent in 1977.

Rental Vacancy Rates

The gross rental vgcancy rate in the nation reached a 23 year low in
1978, of 5.0 percent. This rate continued into 1979, touching 4.8 percent
in the first quarter before moving upward slightly. It had moved steadily
downward since 1974, and, except for 1977, was significantly lower than
any annual U.S. rate since data became available in 19%6. The rate in
centra1 cities, 5.6 percent, was below the rates of 6.2 to 6.8 reported
for 1973 to 1976, but was above the 5.3 to 5.4 percent rates for 1969 to
1971. Similarly, the 4.8 percent rate in suburbs of SMSAs was lower
than the 5.0 to 5.4 percent rates recorded from 1973 to 1976 but was
higher than the 4.0 to 4.5 percent rates of 1968 to 1971. It was the
rate outside SMSAs in 1978, 4.5 percent, which brought the overall rate

below the 1969 to 1972 period; then the rate outside SMSAs varied from
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7.1 percent in 1969 to 6.1 percent in 1972. 1In 1979 the vacancy rate rose
outside SMSAs to about 4.9 percent, which should help compensate for low
production levels there and increased household migration to these areas.

For those rentals with complete plumbing, the rental vacancy rate
in 1979 of 4.6P percent was higher than the 4.1 and 4.3 percent
rates for rental units with all plumbing in the fourth quarter of 1969
and the third quarter of 1970 and was above the annual rates for 1969
and 1970. The quality of the vacant rental stock has been improving
along with the occupied stock; in 1969, 80 to 81 percent of vacant rental
units had all plumbing, while in 1979 the proportion was 90 to 91 percent.
However, the current‘renta1 rate is at the lower end of the acceptable range.
In many markets the rate has been very low, 2 percent or less, making it
difficult for would-be renters to find accommodations without excessive
cost and search time.

Losses, 1973 to 1976, from the 1973 Rental Inventory

Losses (demolitions and other removals including conversions to
nonresidential use) played a major role in upgrading the rental inventory.
The loss rate by 1976 for units lacking some or all plumbing and occupied
in 1973 was 14.9 percent; for units with all plumbing the loss rate was
3.6 percent. The overall rate was 4.3 percent.

The loss rate for océupied rental units was highest outside SMSAs--
5.9 percent, compared with 4.1 percent in central cities and 3.2 percent

in the suburbs.
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The Toss rate was higher for rental units occupied by Blacks in 1973--
6.9 percent, than for units occupied by Whites in 1973--3.8 percent.

Among conventionally-built rental units, the loss rate was highest for
single family units--48 percent. The rate for units in structures with 2
to 4 units was 4.2 percent, for units in structures with 5 to 19 units, 2.7
percent, and for units in structures with 20 or more units, it was 3.1
percent.

The loss rate was highest for units built before 1940--6.5 percent,
compared with 4.0 percent for units built from 1940 to 1949, and from 2.1
to 2.7 percent for units built in the 1950s and 1960s.

The 1973 median rent for units removed from the inventory was $98

per month, compared with $133 for all occupied rental units in 1973.

Production and Characteristics of New Multifamily Housing

New multifamily (5+ units) construction starts were at high levels
during the early 1970's, accounting for 38-39 percent of total privately
owned housing starts each year from 1969 to 1973 before declining to
less than 18 percent of new starts in 1975. Since 1975, multifamily
starts have increased gradually, reaching 23 percent of total private
starts in 1978, and 24.5P percent in 1979.

Completions of new multifamily units have followed a rate similar to
starts, remaining at high levels from 1969 through 1974, both in absolute
terms and as a proportion of total completions (34 to 40 percent). By

1976, however, completions had declined 66 percent to 265,800 units from
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the high of 779,800 in 1973. 1In 1978 multifamily completions totalled
382,200, about 20 percent of total completions, and in 1979, such
completion amounted to 445,000P units, 24P percent of the total.

In 1977 and 1978, approximately 23 percent of total private housing
starts were intended for rent. This represents a slight increase over the
21 percent of units intended for rent in 1976, Of the multifamily (5+ units)
starts, the proportion intended for rent declined to 81 percent in 1978
from the 86-87 percent from 1975 to 1977. The decrease in units intended
for rent in 1978 was offset by an increase in units intended for sale as
condominiums.

The composition of multifamily completions has varied from year to year:

- Subsidized completions were at a high of 29 percent of total

multifamily completions in 1971. Between 1972 and 1977, subsidized
production was from 12-17 percent of multifamily completions, and
in 1978 rose slightly to 19 percent.

- Condominiums comprised 23 percent of multifamily completions

in 1974 and 1975, declined to 18 percent in 1976, and have
held at 15 percent in 1977 and 1978. A
- Furnished apartments were 9 percent of multifamily completions
in 1970, and have ranged from 3-6 percent in all years since 1971.

- Unfurnished unsubsidized apartments have consistently included

fhe largest proportion of muftifami]y completions, with highs in
1972 and 1973 (69 percent) and 1977 (68 percent). In all other
years since 1970, unfurnished apartments have accounted for

57-63 percent of multifamily completions, with 63 percent in 1978.
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Approximately half (47-52 percent) of all unfurnished apartments
completed each year since 1970 have been located within SMSA's. Central
cities had from 35 to 50 percent of the completions within SMSAs.

Construction and Operating Cost Trends, 1970 to 1978

A1l construction costs rose an average of 9 percent per year from
1970 to 1978, while the cost of constructing apartment buildings rose an
average of 8 percent. The price of construction materials averaged an
increase of 9.2 percent. Average union hourly wage rates in building
trades rose an average of 8.2 percent. Over the same period, the consumer
price index rose, on average, 6.7 percent per year, and the implicit GNP
price deflator rose 6.6 percent.

The price of fuel and utilities rose 9.1 percent per year, on average,
from 1970 to 1978. During the same period, the cost of maintenance and
repairs rose 8.2 percent, and property taxes rose 6.0 percent, less than
the rate of inflation in the economy.

Trends in Rents, Renter Incomes, and Rent/Income Ratios

The median rent of the total occupied rental stock rose from $108
per month in 1970 to $184 in 1977, an increase of over 70 percent over
the period, or an average of 7.9 percent per year.

The median monthly rent of new unfurnished and unsubsidized apartments
in multifamily buildings rose from $188 in 1970 to $250 in 1978, an

.increase of only 33 percent over the period, or 3.6 percent per year.
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Only 19 percent of these apartments rented for less than $200 in 1978
compared to 35 percent in 1976.

The rent index of the CPI, for a constant quality unit, rose 49
percent from 1970 to 1978, or 5.1 percent per year.

The median income of renter households rose from $6,300 in 1970 to
$8,800 in 1977, an increase of less than 40 percent, or 4.9 percent per year.

The proportion of renters paying 25 percent or more of income for
rent rose from 36.5 percent in 1970 to 45.9 percent in 1977. The number
of renters paying 25 percent or more of income for rent rose from 8.6
million households in 1970 to almost 12.2 million in 1977, an average
increase of about 475 thousand households a year, or an annual rate of
increase of almost 5 percent.

Table 7 shows the proportion of income paid for rent by income
quartile for 1960, 1970, 1976 and 1977. The one-fourth of renters with
the Towest income have the greatest cost burden in 1977; 74.3 percent
paid more than 35 percent of income for rent, up from 71.3 percent in
1976. Among the next higher one-fourth, by income, the proportion rose
to 37.8 percent in 1977; it had been only 14.9 percent back in 1960. In the
third quartile, the second highest one-fourth of renters by income also
are experiencing increasing cost burdens. In 1960 almost 88 percent
were renting for less than 25 percent of income; this proportion fell to
just over 67 percent in 1977, down from 71.4 percent in 1976. Only the

highest income groups consistently escape high rent to income ratios.
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TABLE 7
PROPORTION OF INCOME PAID FOR RENT, BY INCOME QUARTILE
1960, 1970, 1976 and 1977
(RENTER HOUSEHOLDS IN THOUSANDS)

Second Lowest Second Highest

Total Lowest Income Quartile Income Quartile Income Quartile Highest Income Quartile

Number Percent  Number Percent Number Percent  Number Percent Number Percent
1960 Renters 17,493.3 100.0 4,373.3 100.0 4,373.3 100.0 4,373.3  100.0 4,373.3 100.0
Less Than 25% 11,326.8 64.7 674.4 15.4 2,549.5 58.3 3,836.8 87.7 4,226.1 97.5
25 to 34% 2,430.2 13.9 715.9 16.4 1,171.7 26.8 452.3 10.4 90.3 2.1
35% or More 3,736.3 21.4 2,983.1 68.2 652.2 14.9 84.1 1.9 16.9 0.4
1970 Renters 20,577.6 100.0 5,144.4 100.0 5,144.4  100.0 5,144.4 100.0 5,144.4 100.0
Less Than 25% 12,432.9 60.4 458.0 8.9 2,603.6 50.6 4,381.1 85.2 4,990.2 97.0
25 to 34% 2,935.6 14.3 700.0 13.6 1,468.3 28.6 635.3 12.4 132.0 2.6
35% or More 5,209.1 25.3 3,986.4 77.5 1,072.5 20.8 127.9 2.4 22.2 0.4
1976 Renters 23,982.0 100.0 5,995.5 100.0 5,995.5 100.0 5,995.5 100.0 5,995.5 100.0
Less Than 25% 12,814.0 53.4 846.8 14.1 2,081.5 34.7 4,283.6 71.4 5,602.1 93.4
25 to 34% 4,301.0 17.9 876.5 14.6 1,791.0 29.9 1,299.4 21.7 334.1 5.6
35% or More 6,867.0 28.6 4,272.2 71.3 2,123.0 35.4 412.5 6.9 59.3 1.0
1977 Renters 24,366.0 100.0 6,091.5 100.0 6,091.5 100.0 6,091.5 100.0 6,091.5 100.0
Less Than 25% 12,506.0 51.3 814.0 13.4 1,842.5 30.2 4,093.0 67.2 5,756.5 94.5
25 to 34 % 4,476.0 18.4 750.5 12.3 1,946.5 32.0 1,487.0 24.4 292.0 5.8
35% or More 7,384.0 30.3 4,527.0 74.3 2,302.5 37.8 511.5 8.4 43.0 0.7
NOTE: Incomes are for 1959, 1969, and the 12 months preceding November 1, 1976 and November 1, 1977.

SOURCES:

Development, Office of Policy Development and Research.

1960 and 1970 Decennial Censuses of Housing U.S. Department of Commerce, Bureau of the Census, and 1976 and 1977
Annual Housing Surveys, U.S. Department of Commerce, Bureau of the Census and U.S. Department of Housing and Urban
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Much of the problem in the rental market is due to weak or ineffective
demand due to low incomes and already high rent-income ratios. The
demand for homeownership is strong, and those who can afford to buy do
so, further weakening the demand for rental housing.

Demand for owned and occupied housing is driven not only by a cultural
preference for homeownership, involving privacy, independence and social
status, but also by the tax advantage and the investment opportunities
available to home purchasers. As long as tax advantages remain,- and
consumers do not expect that all inflation will be squeezed out of the
economy, the strong preference for homeownership will remain.

Demographics élse favor homeownership. The post-WWII baby "boom"
peaked in 1957 to 1961, when between 4.2 and 4.3 million babies were born
each year. The number of live births dropped to about 3.5 to 3.7 million
per year in the mid to Tate 1960's, to 3.1 to 3.2 million in the mid 70s,
then rose slightly to over 3.3 million in 1977 and 1978. Age 30 is about
the mid-point of the ages at which people generally buy their first house.
Thus demand for homeownership should increase to the late 1980s and early
1990s, and then fall off after that peak as fewer numbers of households
pass age 30.

The demand for rental housing is often viewed as a residual of the
demand for owned housing. However, about 10 percent of all households
with incomes above $35,000 are renters; presumably they could afford to

buy but prefer the mobility, security, lack of responsibility or locational
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attributes associated with their rental units, and/or have alternative
investment opportunities superior to owning housing, and so choose
rentership. This might be assumed to be "core" demand for rental housing.
It does not seem sufficient in many markets, however, to cause rents to
rise enough to make new construction profitable. In some markets the
presence of rent controls also tends to discourage investment in rental
housing.

Several Federal policies have supported the rental market. Tax
benefits to investors in rental projects are discussed in Section [ of
Appendix A. Federal subsidy programs to build, rehabilitate, or maintain
rental housing for lower income households are detailed in Section III and
IV of Appendix A. Mortgage market support for rental housing is provided

by programs of the Government National Mortgage Association.

Housing Needs, and Physically Inadequate Housing in the United States

Basic housing needs in the United States, to replace housing stock
losses, assure a reasonable vacancy rate for mobility purposes, and house
the net increase in households each year, are currently estimated at
between 2.0 and 2.4 million units per year. These needs can be satisfied
by new conventional construction, by mobile home production and placement,
or by additions to the inventory from the various non-new-construction

additions which have proven useful in meeting housing needs in the past,
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e.g., rehabilitating and subdividing large, old units into two or
more smaller units, or conversion of nonresidential structures to
residential use. The total needs are made up of 1.6 to 1.8 million net
household formations, 0.2 to 0.4 million for replacement of losses, and
about 0.2 million for adjustments of vacancies. Over the long run, these
basic housing needs have been met by normal housing market forces, with
the Federal role required to support the mortgage market, maintain a
secondary mortgage market, develop improved mortgage instruments and
provide generalized subsidies to various housing sectors to help them
operate more successfully and further national housing objectives.

Meeting basic housing needs alone will not achieve the national
housing goal of a decent home in a suitable living environment for
every American family. That goal can be achieved only by addressing
social housing needs, which are those which cannot be met by the market
p]ace‘and which require more direct public intervention in order to
jmprove housing conditions. These needs are estimated from the number of
households, usually lower income households, living in physically inadequate
housing. Crowded living conditions and excessive cost burdens may also be
considered in assessing these needs. Depending upon the rate at which
such conditions are to be eliminated, these needs could add 0.3 million
units per year to the basic needs. This section of the report reviews
physical housing conditions found by the Annual Housing Survey, to assess

the extent of social housing needs.
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Lack of some or all plumbing facilities has long been used to measure
housing quality. This has been a declining problem in the general housing
stock, so that by Autumn 1977 only 1.8 million occupied units, or 2.4
percent of all occupied units, had the problem. The incidence varied
widely by location and tenure, however. Table 8 shows the location of all
occupied and vacant housing units, and of owner occupied and renter
occupied units, in the United States, by whether the units have or do not
have all plumbing facilities. The table also shows the proportion within
each group which lacks some or all plumbing (percent without all plumbing)
and the proportion of units without all plumbing which are located in
each type of location (share without all plumbing). The locations shown
are "urban", defined generally as places of 2,500 population or more,
and "rural", defined as places of less than 2,500 population and open
country, within standard metropolitan statistical areas (in SMSA's) and
outside those areas (out of SMSA's).

Table 8 shows that, for both occupied and vacant units, over 2.5
million or about 3.2 percent of the total stock of 80.7 million year
round units lacked some or all plumbing. The lowest incidence, 1.4
percent, was in urban areas inside SMSA's, while the highest incidence,
almost 8 percent, was in rural areas outside SMSA's. The latter location
had half of the units lacking some or all plumbing, while all rural areas,
both in and out of SMSAs, Had-GO percent of such units. Urban areas
inside SMSAs - generally, central cities and their suburbs - had only one-

fourth of the units with these plumbing deficiencies, although they had

over 58 percent of all housing units.
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‘ Table 8
Location of Units Lacking Some or A1l Plumbing in the United States, 1977

URBAN RURAL
In Out of In Qut of
Total Total SMSAs SMSAs Total SMSAs  SMSAs
80,716 57,145 46,981 10,164 23,571 7,571 16,000
78,174 56,141 46,333 9,808 22,033 7,303 14,730
2,542 1,004 649 355 1,538 268 1,270
3.2% 1.8% 1.4% 3.5% ‘6.5% 3.5% 7.9%
100.0% 39.5% 25.5% 14.0% 60.5% 10.5% 50.0%
48,765 31,890 25,727 6,163 16,875 5,569 11,316
48,080 31,762 25,662 6,100 16,318 5,457 10,861
685 128 65 63 558 103 455
1.4% 0.4% 0.2% 1.0% 3.3% 1.8% 4.0%
100.0% 18.7% 9.5% 9.2% 81.5% 15.0% 66.4%
26,515 21,809 18,532 3,277 4,705 1,496 3,210
25,395 21,216 18,139 3,077 4,179 1,409 2,770
1,120 593 393 200 527 87 440
4,2% 2.7% 2.1% 6.1% 11.2% 5.8 13.7%
100.0% 53.0% 35.1% 17.9% 47.0% 7.8% 39.3%

Annual Housing Survey, 1977 National, Part E.
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The lowest incidence of plumbing lack in 1977 was among owners in
urban areas inside SMSAs; only one-fourth of one percent had this problem,
while four percent of owners in rural areas outside SMSAs had the deficiency.
The problem was more severe among renters, regardless of location. About
2 percent of renter households in urban areas inside SMSAs, about 6
percent in rural areas inside SMSAs and in urban areas outside SMSAs; and
almost 14 percent - the highest incidence shown here - of renter households
in rural areas outside SMSAs, had this housing problem. Among some groups
the incidence was even higher. For example, about 50 percent of Black
renter households 1living in rural areas of the South Tack some or all plumbing.
About two-thirds of the owner occupied units lacking plumbing are in
rural areas outside SMSA's, followed by 15 percent in rural areas inside
SMSA's. Among renter occupied units, 39 percent are in rural areas
outside SMSAs, and 35 percent are in urban areas inside SMSA's. Rural
owners and renters outside SMSA's account for almost half of all occupied
units lacking some or all plumbing. Urban owners and renters inside
SMSA's account for one-fourth, and urban households out of SMSA's and
rural households inside SMSA's account for the remaining one-fourth.
Access to adequate water and sewerage facilities in rural areas, and to a
lesser extent in urban areas outside SMSA's, clearly is still a problem

for many households.
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A more complete set of housing deficiencies has been used in analyses
of 1976 Annual Housing Survey fesults by HUD, and by Dr. Anthony Yezer of
George Washington University for the HUD publication series entitled "How
Well Are We Housed?" Eight categories of physical deficiencies - lacking
or sharing plumbing, lacking or sharing kitchen facilities, maintenance
problems in the unit, or in public halls of multifamily buildings, Tack
of adequate heating equipment, electrical problems, lack of adequate
sewage facilities, and proper access to a flush toilet - are used to
obtain the results in Table 9, showing housing deficiencies for selected
subgroups in 1976. The table shows the numbers of units without and with
flaws, the proportion having the flaws shown or any flaw, and the number
of units with one or with multiple flaws. The eight categories of flaws
or deficiencies are shown for all occupied housing units in the U.S.,
while the two or three deficiencies occuring most frequently are shown
for each of six population sub-groups: Blacks, Hispanics, large households,
young households with head under age 30, and elderly households with head
65 years or more.

Among all households in 1976, the maintenance problems (two or more
of the following: 1leaking roof, holes in floors, cracks or holes in
ceilings or walls, one square foot or more of broken plaster or peeling

paint in walls or ceilings) were most prevalent; 4.1 percent of all units
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Table 9
Housing Deficiencies in the United States
For Selected Sub-Groups, 1976
(Occupied Units in Thousands)

Inadequate units by numbers of flaws

Unit without Units with % of all units

Type of flaw flaws flaws with flaws o1 flaw 2 flaws 3 flaws 4 flaws 5 + flaws

Housing Units Occupied

by all Households 66,906 7,174 9.7% 5,283 1,085 540 239 26
Plumbing 72,134 1,946 . 2.6% 522 656 504 238 26
Kitchen 72,738 1,342 1.8% 3N 356 421 228 26
Maintenance 71,034 3,046 4.1% 2,243 456 137 185 26
Public Hall 73,777 303 0.4% 199 84 14 60 0
Heating 72,924 1,156 1.6% 864 149 62 64 19
Flectrical 74,012 68 0.1% 19 26 13 2 8
Sewage 73,135 945 1.3% 0 242 445 233 26
Toilet Access 72,728 1,352 1.8% 1,126 201 23 2 0

Black Households 6,008 1,632 21.4% 1,026 268 215 114 8
Plumbing 7,026 614 8.0% 132 153 208 114 8
Kitchen 7,198 442 5.8% 40 89 193 112 8
Maintenance 6,791 849 11.1% 538 140 51 M 8

Hispanic Households 2,689 609 18.5% 436 122 36 14 1
Maintenance 3,044 254 7.7% 156 69 22 7 1
Heating 3,134 164 5.0% 110 31 15 8 1
Toilet Access 3,150 148 4.5% 100 38 10 0 0
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Inadequate units by numbers of flaws

Unit without Units with % of all units

flaws flaws with flaws 1 flaw 2 flaws 3 flaws 4 flaw 5 + flaws

Large (6+) Households 4,386 892 16.9% - 628 142 67 52 4
Maintenance 4,867 412 7.8% 258 85 18 47 4
Toilet Access 4,969 310 5.9% 248 56 7 0 0

Female-Headed

Households 15,705 2,149 12.0% 1,605 322 150 68 4
Plumbing 17,251 603 3.4% 204 182 146 68 4
Maintenance 16,766 1,088 6.1% 831 158 34 61 4

Young Households

(Tess than 30 years) 12,928 1,850 12.5% 1,473 251 91 3 4
Maintenance 13,880 897 6.1% 704 136 33 20 4
Toilet Access * 14,397 380 2.6% 313 57 9 0 0

Elderly Households

(65+ years) 13,494 1,332 9.0% 801 244 192 88 7
Plumbing 14,146 680 4.6% 181 214 189 88 7
Maintenance 14,336 490 3.3% 325 59 30 69 7

Source: Anthony Yezer, Housing Adequacy and Affordability, Annual Housing Survey Studies Number 7,
Forthcoming (1980)
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had these problems. This was followed by 2.6 percent lacking or sharing

plumbing, and 1.8 percent lacking or sharing complete kitchen facilities,

and 1.8 percent in housing units with children under 18 and having access

to the sole flush toilet through a bedroom used for sleeping. Of the 7,174,000

occupied units having flaws, 5,283,000 or 73.6 percent had only one
category of flaws.
Among Black households, maintenance problems were also the most prevalent,
but 11.1 percent of households were affected. Plumbing deficiencies
followed, for 8 percent of Black households, and incomplete or shared
kitchen facilities were problems for 5.8 percent of these households.
About 21.4 percent, or 1.6 million, of all Black households suffered from
one or more of these deficiencies.
About 7.7 percent of Hispanic households had the maintenance problems.

Heating equipment deficiencies and toilet access were problems for 5.0

percent and 4.0 percent of such households. Overall 18.5 percent of
Hispanic households lived in housing units with one or more of the
specified deficiehcies.

About 16.9 percent of large households lived in units with one or
more of the physical deficiencies, with maintenance and toilet access
being most common. Maintenance and plumbing occured most often among
female-headed households, and 12 percent of female-headed households had
one or more of the physical deficiency categories in their housing units.

The incidence of deficiencies in occupied housing units was 12.5 percent
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for households headed by persons under age 30, and 9 percent for elderly
households.

The same set of physical deficiencies is used in Table 10, which
shows the incidence of the deficiencies by the same types of location
used for Table 8 above, except that "Urban, In SMSAs" is broken out into
"Large Central Cities" (above 250,000) and "Other Urban." The data are shown
for all households and for lower income renters and lower income owners.
"LLower income" means a household having an income 80 percent or less of
median family income, after adjustments for household size and location.

About 5,116,000 lower income households, or 18.5 percent of the
27,717,000 lower income households in the nation, have one or more of the
physical housing deficiencies specified here. Among lower income renters,
3,482,000 or 21.9 percent of all such renters have housing units with
deficiencies, and among lower income owners, 9.7 percent or 1,634,000
~ have these housing problems.

As was true when using the plumbing measure alone, the highest
incidence of physical housing deficiencies is found in rural, non-metro-
politan housing. About 14.2 percent of all these households, or 2,022,000,
had units with one or more deficiencies. The next highest incidence was
in large central cities, where 12.3 percent of all households, or 1,758,000,
had these problems. Next were the 919,000 households in urban places
outside metropolitan areas, an incidence of almost 10 percent, and the

544,000 in rural areas inside SMSAs, with a rate of 8.3 percent.



61

Table 10
Housing Deficiencies in the United States
By Type of Location, 1976
(Occupied Units in Thousands)

Units without Units with % of all units

flaws flaws with flaw 1 flaw 2 flaws 3 flaws 4 flaws 5 + flaws

Total U.S

Lower Income Renters 12,445 3,482 21.9% 2,378 664 281 144 15

Lower Income Owners 15,272 1.634 9.7% 1,085 268 202 73 7

Total, A1l Incomes 66,906 7,174 9.7% 5,283 1,085 540 239 26
Rural, Out of SMSA

Lower Income Renters 1,469 759 34.0% 318 145 178 108 10

Lower Income Owners 4,475 814 15.4% 429 164 162 54 5

Total, All Incomes 12,206 2,022 14.2% 1,104 344 380 177 17
Urban, Qut of SMSAs

Lower Income Renters 1,752 531 23.3% 366 119 30 14 2

Lower Income Owners 2,258 176 7.2% 144 21 6 5 0

Total, A1l Incomes 8,400 919 9.9% 688 171 39 19 2
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Units without Units with % of all units

flaws flaws with flaw 1 flaw 2 flaws 3 flaws 4 flaws 5 + flaw
Rural, In SMSAs
Lower Income Renters 578 166 22.3% 93 29 27 15 3
Lower Income Owners 1,434 181 11.2% 106 29 34 12 1
Total, all Incomes 5,995 544 8.3% 358 77 70 33 6
Large Central Cities
In SMSAs
Lower Income Renters 3,858 1,104 22.2% 873 197 29 6 0
Lower Income Owners 2,075 153 6.8% 141 11 0 0 0
Total, A1l Incomes 12,519 1,758 12.3% 1,478 242 32 6 0
Other Urban, In SMSAs
Lower Income Renters 4,787 922 16.2% 730 173 18 1 0
Lower Income Owners 5,030 310 5.2% 265 42 0 2 1
Total, A1l Incomes 27,787 1,931 6.5% 1,655 251 20 4 1

Source: Annual Housing Survey, 1976 National Data Tapes, Office of Economic Affairs, PD&R, HUD.
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The lowest incidence, 6.5 percent, but involving a large number of
households, 1,931,000, was in the smaller urban places inside SMSA's.

Lower income renters suffered from these housing deficiencies at a
much higher rate than all households, and than lower income owners. In
the total U.S., 21.9 percent had such deficiencies. The rate was lowest,
16.2 percent, in smaller urban places inside SMSA's. It was around 22 or
23 percent in large central cities, in rural metropolitan areas, and in
urban non-metropolitan areas. The rate was highest among rural, non-
metropolitan renters, 34 percent of whom had physically deficient housing
units. In terms of numbers, over 2 million lower income renters with
these physical housing problems lived in urban areas inside SMSA's, while
1,456,000 1ived in the other areas.

Among lower income owners, the highest incidence of such problems,
the greatest number, 814,000, and the largest share, 49.8 percent, was in
rural, non-metropolitan areas, where the rate was 15.4 percent, compared
with 9.7 percent for the nation as a whole, 11.2 percent in rural
metropolitan areas, and 5 to 7 percent in 6ther areas. In rural areas,
for both owners and renters, it is plumbing, kitchen and sewage which
lead the 1ist: these are all related to the problem of access to adequate
water and sewage facilities, and probably are the most costly conditions

to correct in comparison with the other deficiencies analyzed here.
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Table 11 shows what proportion of various groups of households could
afford adequate housing, that is, housing without the physical deficiencies
discussed above, and with a sufficient number of rooms so that there
are no more than one person per room. This measure, developed by
Anthony Yezer in his analyses for HUD, estimates the actual cost of adequate
housing of various sizes‘in the market and then computes how many households
~ could afford adequate uncrowded housing by devoting various proportions
of household income to the estimated housing costs.

The Table shows tli.t about 80 percent of all U.S. households, but
73 percent of renters and 84 percent of owners, could afford adequate
housing in the market with less than 25 percent of their income. If they
used up to 35 percent of income for housing, 87.5 percent of all households -
84 percent of renters and 89 percent of owners - could afford adequate housing.
The proportion is about 93 percent if up to half of income were to be
used for housing.

Blacks do not fare near]y as well, due to their lower incomes. At
less than 25 percent of income, only 63 percent (57 percent of Black
renters, 71 percent of Black owners) could afford adequate, uncrowded
housing. Even using close to half of their income would not be sufficiant
for 12 to 13 percent of Black households.

Hispanics also have more problems in the housing market, but are
better off than Blacks. Almost 71 percent can afford adequate housing

with less than 25 percent of -income, compared with 80 percent of all
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Table 11
Proportion of Households Able to Afford

Adequate, Uncrowded Housing With Various Shares of Income
1976

e e g

é; Ratio of Adeguate Housing Cost to Income
i ‘
:i Under 25% Under 35% Under 50%
o
i Type of Household-Percent
1§ Able to Afford Adequate
i Housing:
A1l U.S. Households 80. 3% 87.5% 92.9%
A1l U.S. Renters 72.8 84.0 92.5
All U.S. Owners 84. 89.4 93.0
Black Households 63.0 76.2 87.3
Black Renters 56.8 72.1 86.6
Black Owners 71.1 81.5 88.2
Hispanic Households 70.7 82.6 90.7
Large Households 80.9 90.2 94.9
Female-Headed Households 53.0 67.7 81.2
Young Households 83.3 89.4 93.8
Elderly Households 58.7 73.1 84.8
Rural Households 74.0 82.4 88.9

Source: "Housing Adequacy and Affordability in the United States”,
Anthony Yezer.
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households. Young households (head under age 30) are somewhat better
off than all households. Rural households are worse off than all households.
The groups with the greatest affordability problems, again because of
very low incomes, are female-headed households (only 53 percent could
afford adequate housing with less than 25 percent of income) and elderly
households (less than 59 percent below the 25 percent housing cost to
income ratio). However, as noted in Table 8 above, the elderly are
about as well housed, with respect to lack of physical deficiencies, as
all households. If they are owners, they do not have to go out in the
market and pay current market prices for housing. If they are renters,
however, they either face high rent-income ratios or make do with poorer
quality housing. Female-headed households are not as wg11 housed as all
households, and face high cost to incame ratios if they are to obtain
adequate housing.

In summary, about 14.6 million households in the United States in
1976, including 7.1 million renters and 7.5 million owners, would have had
to spend 25 percent or more of their income in order to obtain adequate
housing. Almost 2 million renters and over 3.3 million owners would have
had to spend 50 percent or more of income for adequate, uncrowded housing.
As noted above, 5.1 million lower income households, 3.5 million renters
and 1.6 million owners, were living in physically inadequate housing in
1976. Another 1.6 million Tower incame households were in physically

adequate housing but were crowded (more than one person per room) while
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5.8 million lower income households were not crowded or in physically
inadequate housing, but were paying more than 35 percent of income for
housing. Thus, the “social" housing needs in the United States in 1976
ranged from 5.1 million upward to 12.5 million, depending on definitions.
If these numbers were to remain static, a 20 year program to eliminate
these problems would involve subsidizing from 250,000 to about 600,000

additional new, rehabilitated and existing units per year.
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Manpower, Materials and Land Requirements

Residential and Other Construction Manpower

In 1978, demand for on-site manpower in the construction industry
rose to 2,246,800 full-time equivalent job requirements, 46,000 above the
1977 level. In the residential sector, year-long job requirements (not
the same as numbers of employees) declined 1 percent, from 864,000 in
1977 to 856,200 in 1978. The nonresidential construction sector rose
four percent, from 1,337,000 to 1,390,600 full-time equivalent job
requirements. As a result, the residential sector decreased slightly
its share of construction job requirements from 39 percent in 1977 to
38 percent in 1978. Although employment was up during 1978, the unemployment
rate in the construction industry continued high, ranging from a Tow of
9.2 percent in May to a high of 11.5 percent in October.

In 1979 full-time equivalent job requirements in residential
construction declined almost 17 percent to 712,700. In non-residential
construction, there was a slight increase to 1,414,000, so that overall
there was be a decrease in Tabor requirements of five percent in the
construction industry. The construction industry unemployment rate in
December 1979 was 10.3 percent.

In 1980, residential construction job requirements are expected to
fall further to between 534,400 and 612,000, a drop of 14 to 25 percent.
Non-residential construction job requirements may decline from 7 to 10
percent, so that the construction industry as a whole will experience a

decrease or 9 to 15 percent. (See Appendix C for details.)
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Construction Materials

The demand for building materials increased in 1978 reflecting a
carry over of demand from 1977 starts, the spreading of the housing upsurge
to additional areas of the country, and a significant recovery in
nonresidential construction. The peak demand for building products in 1978
caused supplies of some materials to be tight, notably cement, brick and,
in some areas, gypsum board.

Demand for building materials in 1979 was only slightly lower than
in 1978, as nonresidential construction levels continued to rise, and new
housing construction and mobile home shipments remained stronger than
anticipated. With capacity levels up and imports increased, shortage
situations in 1979 were much less serious and widespread than in the
previous two years.

In 1980, the demand for building materials will decline,
as total construction activity drops about 10 percent. Most of the
decline will come in the residential sector, including mobile home production.
Nonresidential construction declines will be more modest, and non-residential
buildings should have a 1980 performance similar to 1979, while industrial
construction should rise significantly. Materials demand from residential

alterations and repairs should rise above 1979 levels.
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Construction material prices continued rising at a significant rate in
1678, with gypsum products (wallboard, etc.) the major contributors to
the increase in the construction materials price index. Other significant
price increases occurred for millwork, building paper and board, prepared
asphalt roofing, and softwood lumber - all rose 16 percent or more in price.
The A1l Construction Materials Producer Price index slowed in 1979 to an
increase of 10.1 percent, compared with 11.4 percent in 1978. In 1979, £he
increase was less than the increase in the A1l Commodities Producer Price
index for the first time in four years. (See Appendix C for details.)

Residential Land Resources

Land costs may be rising faster than most other components of the
cost of housing construction, so that deve10ped land represents an
increasing share of total housing development costs. This may be due, in
part, to an increase in the size of the lots on which houses are built,
but most of the cause is an inflation in land prices. Rising land prices
reflect increased demand for land, and sometimes a shortage of buildabie
land in areas where land use controls may restrict the supply of land and
thus raise prices. Regulations and fees also increase the cost of

"developed land.
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IXs Housing Finance in 1978

A. Supply of Mortgage Funds

Residential mortgagg‘lending reached new heights in 1978, with the

volume of long-term loans originated totaling $199.9 billion, compared

T T G e b AR

to $197.7 billion in 1977 and $123.3 billion in 1976. Loan originations

for new 1-4 family homes advanced from $46.5 billion in 1977 to $57.5

et

billion in 1978, while loans for existing homes grew from $115.6 billion
to $125.7 billion. Thus, activity in the mortgage market reflected the
relatively heavy volume of existing home purchases, which rose from
3,532,000 in 1977 to 3,905,000 in 1978.

Mortgage lenders originated (or closed) an estimated 3,361,000 1ong-
term loans for existing 1-4 family homes in 1978, or about 86 percent of

such home sales. They also originated 1,253,000 1oans for newly built

homes, or approximately 84.4 percent of the 1,485,000 1-4 family home

construction completions (including condominium units constructed as
multifamily housing, but later financed as single family units).

As detailed in Table 12, most of the important mortgage lender groups
stepped up their lending for both new and existing homes in 1978. Aided

greatly by the special six month certificate of deposit program, commercial
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Table 12
Total Originations of 1-4 Family Long-Term Mortgage Loans
by Identifiable Lender Groups
(dollars in billions)

a/
Calendar Years

1976 1977 1978 1979 1980

New 1-4 Family Homes

Savings & Loan Assns. $17.7 $24.5 $27.7 $27.6 $25.0
Mutual Savings Banks 1.3 1.6 1.7 1.5 1.2
Commercial Banks 6.2 9.4 10.9 11.3 9.8
Life Insurance Companies .1 .1 o2 .8 6
Non-Insured Pension Funds * * .2 .2 .1
State & Local Retirement Funds * * * * *

State & Local Credit Agencies 2 o1 .3 ol .3
Mortgage Companies 5.0 8.7 14.0 15.9 15.7
Federal Credit Agencies 1.5 1.8 2.3 2.0 1.9
Credit Unions +2 o2 2. o3 o2
Mortgage Investment Trusts .1 .1 * * *

Total b/ $32.2 $46.5 $57.5 $59.7 $54.8
Previously Occupied

1-4 Family Homes

Savings & Loan Assns. $44.2 $61.8 $62.2 $54.9 $50.5
Mutual Savings Banks 5.2 7.0 7.8 7.3 6.1
Commercial Banks 17.8 26.8 30.5 28.2 24.8
Life Insurance Companies .3 3 6 1.0 1.2
Non-Insured Pension Funds * * * 0 *

State & Local Retirement Funds o1 .1 ol o1 *

State & Local Credit Agencies .8 .8 1.0 1.8 2.1
Mortgage Companies 10.7 17.0 20.4 28.5 28.9
Federal Credit Agencies 1.2 1.3 2.5 2.3 2.5
Credit Unions .5 5 .5 4 o2
Mortgage Investment Trusts * * .1 * *

Total b/ $80.8 $115.6 $125.7 $124.6 $116.3

* Under $50,000.
a/ 1976, 1977 and 1978 actual, 1979 estimated from incomplete data, 1980 projected.
b/ Totals may not equal sum of parts due to rounding.
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banks, mutual savings banks and savings and loan associations accounted
for the bulk of the record lending volume. S&L's closed $27.7 billion of
loans for new 1-4 family loans, or 48 percent of the total; they also
made $62.2 billion of loans for existing homes, or 49 percent of the
total originated. With business loan demand lagging below expectations,
commercial banks put more investible funds into mortgages. They also stepped
up participation in the secondary markets, apparently taking awéy some
business from mortgage companies. Commercial banks closed $30.5 billion
of loans for existing homes and $10.9 billion of loans for new homes (24
and 19 percent of the respective totals). Mortgage companies origihated
$14.0 billion of loans for new homes (24 percent of the total), and $20.4
billion of 1oans on existing homes (16 percent of the total). Mutual
savings banks made $1.7 billion of loans for new homes and $7.8 billion
of loans for existing homes, while Federal credit agencies closed $2.3
billion of loans for new homes and $2.5 billion of loans for existng homes.

Long-term mortgage lcans closed for new multifamily properties were
up in 1978, reflecting the upturn in apartment house construction. As
shown in Table 13, loans closed for new multifamily properties totaled
$6.7 billion in 1978, up from $5.5 billion in 1977. Lending for existing
multifamily properties did not fare as well, with the 1978 volume
aggregating $9.9 billion compared to $10.1 billion in 1977. However, the
volume was still well above the levels of 1976 and 1975 at $7.8 billion
and $4.8 billion respectively. Most of the increase in 1énding for new
multifamily properties was due to increases in originations by Federal

credit agencies (from $.9 billion to $1.6 billion), and
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Table 13 ‘
Total Originations of Mortgage Loans on Multifamily
Properties by Identifiable Lender Groups
(dollars in billions)
a/
Calendar Years

1976 1977 1978 1979 1980

New Multifamily Units

Savings & Loan Assns. $1.2 $1.7 $1.9 $1.8 $1.6
Mutual Savings Banks .4 2 o3 2 2
Commercial Banks .6 4 4 .8 o7
Life Insurance Companies 4 5 .9 .9 .8
Non-Insured Pension Funds 0 0 * * *
Mortgage Companies .5 1.5 1.1 1.1 5
State & Local Retirement Funds * * 0 o1 o]
State & Local Credit Agencies .2 .3 .5 5 <6
Federal Credit Agencies 1.0 .9 1.6 2.4 1.5
Mortgage Investment Trusts o2 * * * *
Total b/ $4.5 $5.5 $6.7 $7.8 $6.0
Previously Occupied Multifamily
Units

Savings & Loan Assns. $3.9 $5.2 $4.3 $3.1 $2.0
Mutual Savings Banks 1.0 1.3 1.2 o7 5
Commercial Banks 1.4 1.4 1.7 1.2 1.0
Life Insurance Companies <3 .5 .9 o7 .8
Non-Insured Pension Funds o1 * * * *
Mortgage Companies .l 5 .8 1.0 .8
State & Local Retirement Funds .1 .1 4 .3 .2
State & Local Credit Agencies o7 .9 4 .1 .1
Federal Credit Agencies ol .1 .1 .2 ol
Mortgage Investment Trusts .1 .1 o1 .1 *
Total b/ $7.8 $10.1 $9.9 $7.4 $5.5

* Under $50,000.

a/ 1976, 1977 and 1978 actual, 1979 estimated from incomplete data, 1980 projected
b/ Totals may not equal sum of parts due to rounding.
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originations by savings and loan associations (from $1.7 billion to

$1.9 billion). The major reason for the drop in the volume of existing property

mortgage originations was the increase in conversions of rental properties
into condominiums. Savings and loan associations provided $4.3 billion in
loans and mutual savings banks and life insurance companies provided
$1.2 billion and $.9 billion respectively. Commercial banks
increased lending for such properties from $1.4 billion in 1977 to $1.7
billion in 1978. Savings and loan associations, despite their decline
in existing property activity, accounted for 43 percent of all loans
made in 1978 for apartment houses and 28 percent for new apartment houses.
Federal credit agencies made 24 percent of the loans for new apartment
houses.

Secondary market transactions for loans on 1-4 family homes
also surged in 1978, increasing to $63.9 billion from $55.9 billion
in 1977. Federally-supported mortgage pools (financed by mortgage backed
securities guaranteed by the Government National Mortgage Association,
Federal Home Loan Mortgage Corporation, and the Farmers Home Administration)
accounted for $23.2 billion of home Toan purchases, nearly the same as
in 1977, or 36 percent of the total transacted. In addition, conventional
mortgage pools insured by private mortgage insurers, which first began
in 1977, accounted for $1.1 billion of home loan purchases. Federal
credit agencies (principally the Federal National Mortgage Association,

GNMA AND FHLMC) were the second most important source of secondary market
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credit for home mortgages, purchasing $18.8 billion {up from $9.3 billion
in 1977) or 29 percent of the total. Savings and loans associations
reduced their home loan purchases from $13.2 billion in 1977 to $10.3
billion (16 percent of the total).

The high level of starts of single family housing units in 1978 was
accompanied by a 17 percent rise in construction loans for 1-4 family
homes -- from $33.2 billion in 1977 to $38.8 billion in 1978. Savings
and loan associations stepped up their home construction lending from
$18.2 billion to $20.1 billion (52 percent of the total), while home
construction loans by commercial banks increased from $11.9 billion to
$13.9 billion (36 percent of the total). Home construction loans by
mortgage companies advanced from $1.8 billion to $3.4 billion.

Construction loan extensions for multifamily properties, which fell
from $10.7 billion in 1974 to $5.4 billion in 1975, turned up in 1978 to
$10.6 billion. Most of the increase is accounted for by originations by
commercial banks (from $3.4 billion to $5.4 billion) and mutual savings
banks (from $.4 billion to $.6 billion), and mortgage companies (from
$.7 billion to $1.2 billion). Savings and loan associations made $2.4 |

billion of such loans.
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B. Mortgage Interest Rates

In view of the enormous demand for mortgage funds in a climate of
increasing monetary restraint, mortgage interest rates on single family
homes had only one way to gd - up. Effective conventional interest rates
on loans for the purchase of newly built homes (FHLBB series) rose from
9.09 percent in December 1977 to 10.02 percent in December 1978.
Similarly, effective conventional rates on loans for the purchase of
previously occupied homes rose 96 basis points to 10.08 percent.

Interest rates on FHA insured and VA guaranteed home loans generally
move with the yields established in the secondary market for these loans.
Based on HUD's secondary FHA market survey, effective rates rose steadily
from 8.91 percent in December 1977, to 9.92 percent in July. The yields
declined during August and September to 9.78 percent in response to
temporarily improved bond market conditions. Yields rose once more in
October and continued to rise through the end of the year, reaching 9.99
percent in December.

According to a weekly survey conducted by the Federal Home Loan Mortgage
corporation, interest rates for conventional multifamily loans rose 128
basis points from 9.60 percent in December>1977 to 10.78 percent in late
December 1978, directly reflecting the tightness of credit in that sector

of the mortgage market.
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The rise in effective mortgage rates generally paced increases in
yields on marketable securities. During 1978, effective yields on new
and existing conventional mortgages rose 93 and 96 basis points, respectively.
In comparison, the yields on Treasury bonds (20 year constant maturity)
rose by 100 basis points (from 7.99 percent to 8.99 percent); the yield
on corporate AA rated bonds increased 98 basis points {from 8.49 percent
to 9.47 percent); and the yield on tax-exempt municipal bonds (Bond Buyer
Series) rose by 95 basis points (from 5.66 percent to 6.61 percent).

The consistent sizeable spread between effective mortgage rates and
other marketable security yields, together with the improved liquidity of
secondary markets have been responsible for the active role of commercial
banks and mutual savings banks, and the increased activity by life
insurance companies. The record high mortgage rates in late 1978
were due to a sharp tightening in monetary policy during the fourth
quarter. Expectations about housing prices as an inflationary hedge
overcame consumer concerns about high rates. With home price increases
averaging more than 14 percent through 1978, interest rates of up to 10
percent failed to deter the strong, underlying demand arising from
demographic trends. The record yields, in turn, enabled lenders
to compete for loanable funds to meet the record demands.

During 1978 the Secretary of HUD and the Administrator of the
Veteran's Administration increased the maximum interest rate on FHA

insured and VA guaranteed home loans on three occasions. On February 28 the
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ceiling was raised from 8.5 percent to 8.75 percent. The increase was
necessary to lower the points at closing which equalized the effective
rate with secondary market rates. The rate ceiling for the FHA insured
multifamily mortgage programs had been set at 9 percent on January 5, 1976,
and remained unchanged. In response to rapidly rising mortgage market
yields, which again necessitated unusually high discount points to equalize
the effective yields, the ceiling on 1-4 family mortgages was raised to
9.0 percent on May 23. Finally, on June 29 the maximum ceiling rate on
1-4 family homes.was raised to 9.5 percent, the highest maximum rate in
FHA history at that time. The maximum rate on multifamily loans was
also raised to 9.5 percent on June 29, 1978,

Housing Finance in 1979

A. Supply of Mortgage Funds

Long-term residential mortgage financing nearly equaled the record
volumes originated in 1978 with a total of $199.8 billion, just $100
million below 1978's level. Loan originations on 1-4 family homes in
1979 actually surpassed 1978's volume, totaling $184.3 billion compared
to $183.3 billion in 1978. A1l of the increase is attributed to originations
of loans on new 1-4 family homes which increased from $57.5 billion to
$59.7 billion. Origination on existing homes dropped slightly from $125.7
billion to $124.6 billion.

Mortgage lenders closed an estimated 2,838,000 long-term loans for
existing 1-4 family houses in 1979, or about 76.1 percent of such home

sales. The remaining purchases of existing homes were either purchased with
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cash, purchased by assuming the old mortgage, or financed in full by
seller. Mortgage lenders also originated 1,120,000 loans for newly
built homes, or approximately 79 percent of the 1,423,000, 1-4 family
home construction completions.

As detailed in Table 12, most of the more traditional mortgage
investors reduced their volume of residential mortgage origination with
the exception of life insurance companies, mortgage companies, and
state and local credit agencies. Following the restrictions placed on
thrift-issued money market certificates in March 1979 which significantly
reduced the competitive edge enjoyed by thrifts, net savings inflows
slowed appreciably atls&L's while mutual savings banks suffered record
deposit outflows. Consequently, S&L's and MSB's reduced their volumes
of long-term mortgage lending. Nevertheless, S&L's still contributed 45
percent of 1-4 family home loan originations and 31 percent of long-term
mortgage loans on multifamily properties. Mutual savings banks' share
was 5 percent and 6 percent respectively. While commercial banks benefited
greatly from the change in certificate regulation, then reduced their
volume of residential mortgage originations in favor of alternative
shorter-term investments. Commercial banks supplied 21 pércent of long-term
1-4 family mortgage originations and 13 percent of multifamily mortgage
originations.

With net savings inflows on the decline for most of 1979, non-traditional
mortgage investors through secondary mortgage markets became more important
sources of mortgage credit. Mortgage company originations of 1-4 family
mortgages totaled $44.4 billion in 1979, up from $34.4 biilion, for a 24 percent

share of the market compared to 19 percent in 1978. Most of these
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mortgages were either sold to federal credit agencies and life insurance
companies or packaged into mortgage pools. Besides increasing their
purchases of 1-4 family mortgages, life insurance companies in 1979 also
increased their originations of 1-4 family mortgages by $1 billion to
$1.8 billion.

While the total volume of long-term mortgage loan orignations on
multifamily properties declined from $16.6 billion to $15.5 billion in
1979, originations on new multifamily properties was up by $1.1 billion
for total of $7.8 billion. Lending for existing multifamily properties
was down once again totaling $7.4 billion compared to $9.9 billion in
1978. As in 1978 most of the increase in the volume for new multifamily
properties was due to an increase in originations by federal credit
agencies (from $1.6 billion to $2.4 billion). Once again, the major
reasons for the decline in the volume of originations on existing
mu]tifami]y properties was the record high costs of refinancing and the
continued increase in conversions of rental property into condominiums.
The major sources of multifamily mortgage credit in 1979 were S&L's ($4.8
billion, or 31 percent of the volume), federal credit agencies ($2.7
billion), mortgage companies ($2.1 billion), commercial banks ($2.0
billion), and life insurance companies ($1.7 billion).

As previously mentioned, secondary market transactions for loans on
1-4 family homes were especially important to the volume of residential
mortgage credit generated in 1979. The total volume of 1-4 family home
mortgage purchases totaled $73.7 billion, up from $63.9 billion in 1978.

Federally supported mortgage pools made up more than 39 percent of the volume
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compared to 36 percent in 1978. In addition, conventional mortgage pools
insured by private mortyage insurers, which first began in 1977, more than
doubled their $1.1 billion 1978 volume to $2.6 billion. Life insurance
companies increased their purchases from $.8 billion to $1.5 billion, and
state and local credit agencies raised theirs from $.9 billion to
$1.7 billion. As in 1978, federal credit agencies were the second most
important source of secondary market credit for home mortgages, however,
their volume purchased declined from $18.8 billion to $16.3 billion. It
should be noted that federal credit agency net purchases, i.e., purchases
minus sales of 1-4 family mortgages increased in 1979 from $9.7 billion
to $10.4 billion).

The moderate level of starts of single family housing units in 1979
combined with rising costs of labor and materials as well as land prices
resulted in slight increase in the volume of 1-4 family mortgage construction
loans - from $38.8 billion to $38.9 billion. Of the major sources of
construction mortgage credit only S&L's volume was down significantly
from 1978 levels. S&'s originated $18.5 billion in 1-4 family construction
loans for a 48 percent share compared to 52 percent in 1978. Commercial
banks were the second most important source with $15.5 billion (40
percent), mortgage companies with $3.5 billion (9 percent), and mutual
savings banks with $1.1 billion. Construction 1oan extentions for multi-
family properties followed the increase in 1978 with a record $11.5 billion
volume. Most of the increase is accounted for by originations by
commercial banks (from $5.4 billion to $6.1 bllion) and federal as well
as state and local credit agencies. S&L's accounted for 17 percent of

the volume, and mortgage companies contributed 11 percent.
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Mortgage Interest Rates

Given the past performance of housing as an inflation hedge, demand
for mortgage funds remained strong during most of 1979 despite record
mortgage interest rates. Not until the sudden tightening of credit on
October 6 by the Federal Reserve which pushed mortgage commitment rates
up 100-150 basis points did mortgage demand subside. >Effective conventional
interest rates on loans for the purchase of newly built homes (FHLBB series)
rose from 10.02 percent in December 1978 to 11.6 percent in December
1979. Similarly, effective conventional rates on loans for the purchase
of previously occupied homes rose 181 basis points over the past year to
11.89 percent, also a record level.

Interest rates on FHA insured and VA guaranteed home loans generally
move with the yields established in the secondary market for these loans.
Based on HUD's secondary FHA market survey, effective rates rose steadily
from 10.16 percent in December 1978, to 11.37 percent by October 1979.
Following the Fed's actions to restrict credit, effective yields rose
to 12.41 percent by the end of November, receding slightly in the face
of warning demand to 12.24 percent by the end of the year.

The rise in effective mortgage interest rates generally out-paced
increases in yields on long-term marketable securities. During 1979,
effective yields on new and existing conventional mortgages rose 162 and
181 basis points, respectively. In comparison, thg yields on Treasury
bonds (20 year constant maturity) rose only 119 basis points (from 8.9
percent to 10.1 percent); the yield on corporate AAA rated bonds increased

147 basis points (from 9.16 percent to 10.63 percent); and the yield on
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tax-exempt municiapl bonds (Bond Buyer Series) rose 65 basis points (from
6.61 percent to 7.26 percent).
The growth of the already wide spread between effective mortgage
yields and other marketable security yields, together with the improved
liquidity of secondary markets of both federally, and privately insured

as well as uninsured mortgages have been responsible for the continued

active role of commercial banks and mutual savings banks, and the increased

participation of life insurance companies. The record mortgage interest
rates experienced in late 1979 are directly attributable not only to the
credit tightening measures taken by the Federal Reserve, but also to the
growth in demand for housing as an inflationary hedge.

During 1979 the Secretary of HUD and the Administrator of the
Veteran's Administration increased the maximum interest rate on FHA
insured and VA guaranteed home loans on three occasions. On April 23 the
ceiling for single family home loans was raised from 9.5 percent to
10 percent. On September 26 the ceiling for single family home loans was
raised once more to 10.5 percent. Finally, on October 26 the single
family ceiling was raised to a record 11.5 percent. The ceiling on
multifamily FHA insured mortgages was changed only once in 1979 from
9.5 percent to 11.00 percent on October 26.

In all cases, the increases in the ceiling rates were in response to
rapidly rising mortgage market yields, which necessitated unusually high
discount points to equalize the effective yields with yields on national

secondary markets.
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Housing Finance in 1980

Supply of Mortgage Funds

A diversity of pressures: continuing inflation in the face of an
economic slowdown, external pressures on the dollar, a growing tensity in
international affairs, and an expected major restructuring of short term
corporate debt into longer term financing will make mortgage financing
scarce and expensive through most of 1980. Moreover, high rates of
inflation will generate exceptionally large demands for credit in 1980
from both the public and private sectors.

Mortgage markets will be in direct competition with heavy long-term
credit demands from the corporate, federal and municipal sectors. With many
corporate liquidity ratios already well below the secular lows of 1974,
many corporations are expected to restructure their debt composition
toward the capital markets. Federal, state and local governments face
financing deficits inflated by rising prices and wages and lower revenues
accompaning the economic slowdown. U.S. Treasury financing will be
further aggravated by the increasing emphasis on military expenditures.

In projecting mortgage activity for 1980, several key assumptions
were necessary regarding both expected demand and supply of mortgage
funds. Although mortgage interest rates reached record heights in 1979,
demand for mortgage funds remained unusally strong. Demographic changes
in the population in recent years have boosted underlying demand for
housing for several years to come. In addition, homeownership has proven to

be an increasingly superior hedge against inflation. Home price increases
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have averaged 10.7 percent since 1970, 15 percent over the last three
years - well above the overall inflation rates for those periods. This
peformance of homes as an assset has more than offset the high mortgage
interest rates of these same years. Moreover, as inflation pushes more
family incomes into higher marginal tax brackets, the tax savings advantages
of homeownership become more pronounced.

While the underlying demand for housing due to demographic changes
will continue to provide some floor for housing demand, some of the
inflation hedge advantage of homeownership has deteriorated. With home
prices increasing so rapidly in the past few years, fewer first-time home
buyers have been able to save enough for downpayments, undercutting this
segment of home buying demand. Moreover, despite the sizable increases
in home values, the rapid increase in home mortgage rates to levels above
12% means that homeowners considering trading up to more expensive homes
would incur sizeable capital losses in giving up their considerably
cheaper mortgage on their present homes. The scarcity of mortgage funds
in the fourth quarter of 1979, together with the record high mortgage
commitment rates, cut housing demand to the extént that the average price
of homes sold in the fourth quarter actually dropped, moderating expectations
of future homes prices. Therefore, housing demand is expected to be weak
during the first half of 1980, gradually growing in strength in the second
half as mortgage interest rates recede and credit becomes more readily 7
available. Home prices are also expected to increase more rapidly as

demand picks up.
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Basic to all of the assumptions above is that the Federal
Reserve will be more successful in combating inflation in 1980 than it
was in 1979. No improvemeht in interest rates will occur without lower
inflation expectations. Without an improvement by the third quarter in
mortgage interest rates from the current record levels, mortgage originations
will likely be lower than levels forecasted here. While in such a scenario
additional federal credit agency net purchases and guarantees of net issues
of pass-through mortgage pools would likely pick up part of the slack,
total mortgage originations would be Tower than the levels forecasted here.

According to the projections presented in Table 12, originations of
long-term loans for 1-4 family homes are expected to total $171.3 billion,
of which $54.8 billion are to finance new homes, and $116.3 billion are
to finance existing homes. The total amount is well below the record
$184.3 billion of house mortgage loans closed in 1978. But, the lower
am&unt, because of the effect of inflation on average loan amounts,
implies an even greater decline in the number of mortgage loan originations.
Savings and loan associations are expected to originate $82.5 billion of
home mortgage loans while commercial banks and mortgage companies will
account for $39.5 billion and $44.7 billion respectively. With loanable
funds at depository institutions in short supply, and with thg spread
mortgage rates and other capital market rates expected to remain substantial,
a record volume of privately insured and federally guaranteed mortgage
pools is expected to help to sustain the flow of funds into the mortgage
market. Federally insured mortgage pools are expected to total $37.4

billion with privately insured pools providing $4.1 billion. Net purchases
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of $8.6 billion by federal credit agencies will also provide a major
source of credit. (For further details see Appendix D.)

Originations of long-term loans for multifamily properties are also
expected to decline in 1980, totaling $11.5 billion compared to $15.5
billion in 1979. Record levels of mortgage interest rates and uncertainties
created by the spread of rent control legislation will curtail construction
of new multifamily units. These same factors are responsible for increased
conversions of existing rental stock to condominiums and for lessened
demand for mortgage financing of existing multifami]y units. Major
sources of financing multifamily properties in 1980 will be S&L's
($3.6 billion), commercial banks ($1.7 billion) life insurance
companies ($1.6 billion), and federal credit agencies ($1.6 bi]]ion).'

(For further details see Appendix D).
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Appendix A

Federal Aids for Housing

Federal assistance for housing takes many forms, varying
from indirect subsidies such as tax provisions favoring housing
and GNMA support of the secondary mortgage market to the more
easily recognized direct assistance provided by cash subsidy
programs for low-and moderate-income families. This appendix
details the various forms of housing assistaﬁce under three
broad categories: I. Tax Incentives} II. Housing Credit

Assistance; and III. Cash Subsidy Programs.

I. Tax Incentives (Tax Expenditures)

The Federal tax law provides significant indirect subsidies
which encourage construction of and occupancy of both owner-
occupied and rental housing. The tax incentives for housing
include:

(1) Homeowner deductions of mortgage interest and real

estate taxes;

(2) Deferral or non-recognition of capital gains on

sales of owner-occupied homes;

(3) Accelerated depreciation on rental property;

(4) Five-year write-off of rqhabilitation expenditures on

low- and moderate-income rental property;

(5) Deduction of construction-period interest and taxes;

(6) Excess bad debt réserve deductions of mutual savings

banks and savings and loan associations;

(7) Exclusion of interest on state and local housing bonds.



It is estimated that for calendar year 1978 these special
provisions of the tax law accounted for a reduction in Federal
tax liabilities of $15.7 billion. In 1979, the reduction is estimated
to be $20.5 billion.

A. Homeowner Deductions of Mortgage Interest and Real
Estate Taxes

By far the largest housing tax subsidy is the deduction by
homeowners of mortgage interest payments and local real estate
taxes in determining taxable income. These deductions are
considered tax incentives because they are allowed even though
homeowners are not taxed on the implicit income from homeownership.

- It is estimated that for 1978 the allowance of these
deductions deéreased Pederal tax liabilities by $12.8 billion,
‘and 1n 1979, $17.2 billion. The sum of the two used separately is greater than
the two combined because if either were deleted more taxpayers would
use the standard deduction instead of itemizing. The mortgage interest
deduction alone in 1978 would have amounted to $8.0 billion; the real

estate tax deduction alone, to $5.8 billion. In 1979, the mortgage
interest deduction alone would have been $11.2, and'the real estate tax
deduction alone, $7.0 billion.

This form of tax assistance favors high income taxéayers
because the tax savings from such deductions vary directly with
the tax bracket of the taxpayer. Persons with the lowest incomes
receive no direct benefit from the deductions because they pay no
tax. Some homeowners, mostly in lower income brackets, find it
more advantageous to take the standard deduction than to itemize

their housing related and other deductions. As can be seen from
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Table A-1 for 1978, it is estimated that 26 percent of all tax returns
claimed these deductions with an average tax savings of $556. But of
all returns with income above $100 thousand, 87 percent claimed the
deduction, with an average saving of $2,798. Table A-2 for 1979
shows an estimate of an average tax savings of $724 for the 26 percent
claiming these deductions, while for returns above $100 thousand, 86 percent

claimed the deduction with an average saving of $3,320.

B. Non-recognition of Capital Gain on Sales of Owner-
Occupied Homes

The Internal Revenue Code does not require the immediate
recognition of a capital gain on the sale of an owner-occupied
residential property, if the homeowner purchiies another primary
residential property of eqgual or greater value within a specified
time period. Any income tax due for such capital gain is deferred.
In addition, a taxpayer who has attained a certain age may exclude
a portion of the gain from income even if he does not purchase
a new home. For sales before July 27, 1978, taxpayers age 65 and
over could exclude the gain attributable to $35,000 of the sales
price less certain expenses. For sales on or after July 27, 1978,
taxpayers age 55 and over can exclude from income the first
$100,000 of gain. The reduction in tax liabilities from the
deferral and exemption of capital gains on home sales is estimated
to be $1.4 billion for 1978, and $1.5 billion for 1979.

C. Accelerated Depreciation on Rental Property

The Federal Government provides a tax incentive to owners
of rental properties to the extent that allowable depreciation
for tax purposes exceeds the rate at which buildings actually
depreciate. The tax benefit of accelerated depreciation is
generally partly offset by "recapture" as ordinary income of

part of the gain at the time of sale.
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The Tax Reform Act of 1969 reduced the amount of
accelerated depreciation on commercial and inéustrial properties,
thus introducing a systematic bias in favor of rental housing.
It should be recognized, however, that with an exception for
rehabilitated structures provided by the Revenue Act of 1978
buildings are not eligible for the investment tax credit, an
important subsidy for investment in new machinery and equipment.

The reduction in income tax liabilities of allowing,.
for rental housing only, depreciation methods for tax purposes
which are more accelerated than straight-line depreciation is
estimated to be $0.4 billion in 1978 and also in 1979.

D. Five-Year Write-Off of Rehabilitation Expenditures of
Low~- and Moderate-Income Rental Property

Section 167 (k) provides that owners of multifamily rental
property may depreciate improvements made to their property on a
straight-line basis over a sixty-month period, so long as (a)
the property is rented to persons of low- and moderate-income;
and (b), that at least $3,000 per unit is expended over a period
of two consecutive yéars and (c) that the aggregate amount to be
depreciated over the five years does not exceed $20,000 per unit.
This provision is scheduled to expire December 31, 1981, with
an exception for expenditures incurred pursuant to a binding
contract in effect on that date. The estimated reduction in
income tax liabilities from this provision is $15 million in each of

1978 and 1979.
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E. Deduction of Construction-Period Interest and Taxes

Prior to enactment of the Tax Reform Act of 1976, all
investors could deduct mortgage or bond interest and state
and local taxes on a building before it was put into service,
thereby creating a "tax loss" in that period. This tax loss,
which did not reflect an economic loss, could be offset against
income from other projects and resulted in a postponement of tax.
The 1976 Act regquires noncorporate and Subchapter S investors
to amortize the interest and taxes over 10 years by 1982 for
non-residential real estate, 1984 for residential real estate,
and 1988 for government-subsidized low income housing.

The tax saving resulting from the deduction of

construction period interest and taxes for residential property
only is estimated to be $0.1 billion per year in 1978 and 197%.

F. Excess Bad Debt Reserves

Although the Tax Reform Act of 1969 cut back on the tax
preferences afforded financial institutions in determining
taxable income, mutual savings banks and savings and loan
associations may still deduct additions to bad debt reserves
which are in excess of actual losses. These deductions exceed
the deductions allowed ordinary business for bad debts and
are provided in order to encourage lending on residential
prpperties, the principal ;ending activity of these thrift
institutions. It is estimated that this tax preference reduced

Federal tax liabilities by $0.6 billion in both 1978 and 1979.



Table A-1

Revenue Cost of Allowing Homeowners' Deductions
for Mortgage Interest and Real Estate Taxes

(1978 Law, 1978 Levels)

Returns with tax savings : Average : : Revenue cost
Percent of : tax : : as percent
Efpanded Number : all returns : savings : Total : of total
income . Tevenue .
class of : filed : (returns cost tax paid
returns : in H with by members
: : class : savings) : :_of class
(S000) {thousands) (percent) (dollars) ($ millions) {percent)
Under 5 141 0.6% $ 75 $ 11 7.7%
5~ 10 1,526 8.0 147 224 2.7
10 - 15 3,274 23.2 211 690 4.0
15 - 20 4,563 39.3 283 1,292 5.4
20 - 30 7,504 57.8 463 3,475 7.8
30 - 50 4,530 77.6 909 4,119 10.5
50 - 100 1,197 83.8 1,759 2,106 8.8
100.and over 326 86.6 2,798 913 3.4
Total 23,062 26.1% $ 556 $12,830 7.0%
Office of the Secretary of the Treasury January 16, 1979

Office of Tax Analysis

Note: Details may not add to totals because of rounding.
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Table A-2

Revenue Cost of Allowing Romeowners' Deductions
for Mortgage Interest and Real Estate Taxes

(1979 Law, 1979 Levels)

:___Returns with tax savings : Average : ¢ Revenue cost
H : Percent of : tax : Total : as percent
Expanded H Rumber : all returns ¢ savings H revenue : of total
income class of : filed :  (returns : cost : tax paid
H returns : in s with : : by members
: : class : savings) : of class
{$000) (thousands) (percent) {dollars) ($ millions) {percent)
Under 5 83 0.4% $ 1064 $ 9 1/
5=- 10 1,083 5.8 172 187 2.8
10 - 15 2,553 17.6 254 649 3.7
15 - 20 3,955 33.3 331 1,310 5.4
20 - 30 8,153 51.7 536 4,369 8.3
30 - 50 5,924 73.9 1,023 6,058 11.9
50 - 100 1,658 82.9 2,048 3,395 11.0
100 and over 375 85.6 3,320 1,245 4,2
Total 23,785 25.6% $ 724 $17,221 8.1%

Office of the Secretary of the Treasury
Office of Tax Analysis

Note: Details may not add to totals because of rounding.

1/ Total tax paid by members of this class is a negative amount.
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Exclusion of Interest on State and Local Housing Bonds

State and local tax-exempt bond proceeds may be used
for housing--multi-family and single family. Traditionally
these funds have been allocated by state and local agencies
to low-income multi-family housing. Recently there has been
a trend towards higher income limits and the use of local
government bond issues to finance individual home mortgages
with thrift institutions serving as intermediaries. The
estimated reduction in Federal income tax liabilities from
the exclusion of interest on housing bonds is $0<4 billion

for 1978, and $0.6 billion for 1979.
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Housing Credit Assistance

This section deals with the array of Federal credit programs
designed to assist in the provision of mortgage funds to finance
the nation's housing requirements. These programs represent a
repertory of tools which can be called upon to stimulate or augment
the flow of capital into the residential mortgage market, helping to
assure that the housing sector receives a more adequate share of the
nation'’s credit resources. These credit assistance programs have been
classified under thé following headings: (A) Underwriting Credit
Risks; (B) Mortgage Market Support; (C) Direct Lending; and (D) Capital

Market Innovations.

A. Underwriting Credit Risks

Federal Government assistance for housing includes the mortgage
insurance and guarantee programs of the Federal Housing Administration
{FHA) , and the Veterans Administration (VA). Although these programs

generally are not considered subsidy programs, they enable many families

‘to obtain mortgage loans with lower downpayments, and longer repayment

periods. The FHA programs have demonstrated the workability of long-
term amortized loans, while the VA programs have helped veterans obtain
mortgage credits from private sources on better terms than they could
otherwise have obtained.

In addition to the insurance and guarantees provided by FHA and VA,

the Government National Mortgage Association guarantees the timely
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payment of principal and interest on GNMA mortgage-backed pass-through
securities. However, the underlying credit risk for the mortgages in the
pool of loans which back the GNMA security is borne by FHA and VA.

The continuing success of these Government mortgage loan insurance
programs pointed the way to increased liberalization of non-rate terms
on conventional mortgages and the re-establishment of private mortgage credit
insurance companies (PMCI's). These companies were also aided by
favorable Federal income tax treatment for transfers to contingency
reserves and by rising real estate values, and were further encouraged by
the Emergency Home Finance Act of 1970, which provided for two secondary
market facilities for conventional locans: the creation of the Federal
Home Loan Mortgage Corporation (FHLMC) and the expansion of the
purchasing authority of the Federal National Mortgage;Associatipn {FNMA)
to include conventional loans. Both FNMA and FHLMC may purchase
conventional loans with high loan-~to-value ratios if private mortgage
insurance or guarantees are.involved. Federal Home Loan Bank Board
regulations for Federal savings and loan associations permit these
associations to invest in mortgages.having loan~to-value ratios of over
90 percent under the condition that these loans be privately insured

{or a special resérve is created).

Private mortgage credit insurance companies increased their home
“loan insurance activity from $2l.6 billion in 1977, or 13.8 percent of
the market for both conventional and government-underwritten home loans,
to $27.3 billion in‘1978 or 15.5 percent of such loans. Activity decreased

by $2 billion to $25.3 billion in 1979, or 14.0 percent of these loans.
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The combined volume of Federally underwritten loans (including those
insured by FHA and guaranteed by VA) kept pace with the market in 1978.
They increased to $25.6 billion or 14.5 percent of the market, from
$22.7 billion, also 14.5 percent of the 1977 market. In 1979, the

volume rose to $34.7 billion, and 19.2 percent of the market.

Table A-3 shows the share of activity of FHA, VA, and PMCI's, not
by dollar volume, but by numbers of cases insured (FHA), loan application
approved (VA), or insurance certificates issued (PCMI's). Conventional
loans without insurance or guarantees are excluded. After a peak in 1973

PMCI's have worked their way back to a 50 percent share of this activity
in 1978, but the share fell to urder 42 percent 1n 1979 as usury cellings

in many states constrained conventional lending while exempting FHA or
VA loans in most cases. The FHA Section 245 Graduated Payment Mortgage

Joans also were a factor in FHA's increasing share of this market.

B. Mortgage Market Support (Other than Insurance and Guarantees)

Several Federally sponsored efforts are directed towards (1) moderating
cyclical fluctuations in the supply of mortgage credit; (2) channeling
mortgage funds from capital-abundant areas to capital-deficient areas;
and (3) increasing the liquidity of mortgage-oriented instirutions, thus
facilitating expanded lending activity. Essentially, these objectives
are carried out by three Federally sponsored agencies: through the
secondary market operations of the Federal National Mortgage Association
(FNMA}, and the Federal Home Loan Mortgage Corporation‘(FHLMC), and
through loan advances from the Federal Home Loan Banks (FHLB) to member

savings and lcoan associations and mutual savings banks.



1970
1971
1972
1973
1974
1975
1976
1977
1978
1979

19870
1971
1¢72
i¢ 3
1974
1975
1976
1977
1978
1979

Insured=-Guaranteed Mortgage Activity

Total

699,125
1,011,065
1,193,873
1,055,518

836,480

876,313
1,030,235
1,337,614
1,384,504
1,391,270

Total

100.0%
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

Sources:
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Table A~3

FHA, VA and PMCI Shares of

(New and Existing Housing)
{(Number of Cases)

PMCI
New Certifi-
cates Issued

FHA VA
Mortgages Loan Guaranty
Insured Applic. Approved
471,981 167,760
565,417 282,314
427,858 370,007
240,004 315,619
195,850 309,984
255,061 299,048
250,808 328,617
321,118 399,098
334,108 354,776
457,054 356,105

Percent Distribution

FHA

67.5%
55.9
35.8
22.7
23.4
29.1
24.3
24.0

24.1
32.8

VA

24.0%
27.9
30.0
29.9
37.1
34.1
31.9
29.8

25.6
25.6

FHA Monthly Reports of Operation
VA Loan Guaranty Trends
HUD Press Releasés on PMCI Activity

59,384
163,334
396,008
499,895
330,646
322,204
450,810
617,398

-695,620
578,111
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FNMA, the largest secondary market facility, was chartered initially
in 1938 as a Federal Government agency. Thirty years later, with certain
of its initial functions given to the new Government National Mortgage
Association (GNMA), it became a Federally sponsored agency when the

Treasury retired the preferred stock it held. FNMA performs its secondary

market operations through an auction, under which it issues commitments to
purchase mortgage loans, including conventional loans, on a competitive
bid basis.

The Federal Home Loan Mortgage Corporation, created in 1970 by
the Emergency Home Finance Act, is authorized to purchase residential
mortgage loans and participations in such loans from members of the
Federal Home Loan Bank System and other approved financial institutions,
the deposits of which are insured by an agency of the United States.

The Federal Home Loan Bank System, created in 1932, provides a
source of credit to member Savings and Loan Associations and Mutual
Ssavings Banks to meet mortgage commitments and withdrawals. These loans
are in the form of short term and long term advances which are usually
secured by mortgages pledged as collateral.

Secondary market purchases by FNMA and FHLMC amounted to $17.2
billion in 1978, compared with $8.9 billion in 1977. These purchases
amounted to $15,] billion in 1979. Savings and Loan Associations

obtained $12.0 billion in FHLB advances during 1978, and $8,3 billion
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in 1979. Advances outstanding amounted to $40.4 billion on on December 31, 19B.
In 1978, support operations increased to a total of $29.3 billion, to help
satisfy the heavy deménd for mortgage funds. Support operations
totalled $23.4 billion in 19P.

C. Direct Lending

Several Federal agencies (the operations of which are included in the
Federal Budget) continue to provide mortgage loans by direct loan programs
and support price transactions. The direct loan programs serve one or
both of the following two purposes: (1) to provide financing where
private credit is not generally available; and (2) to reduce the cost of

financing under terms which otherwise would prevail.

The direct loan category includes the Small Business Administration
loans to victims of natural disasters, the Veterans Administration
mortgage loans to veterans in rural areas and small cities if guaranteed
or insured loan funds are unavailable, and the Farmers Home Administration
repair loans to very low-income families in rural areas. Under certain
circumstances FHA and VA make residential loans by taking back purchase
money mortgages on the sale of "acquired properties". These properties
are obtained through foreclosure involving a defaulted FHA or VA underwritten
mortgage loan. FHA and VA also accept assignment of loans in defaﬂlt. The
Federal Land Banks alsc make direct home loans in rural areas. Total
direct loans under the above programs amounted to $1.9 billion in 1978

and $1.3 billion in 1979.
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The Government National Mortgage Association makes loans, in effect,
by purchasing certain types of mortgages under -its special assistance
programs: the purchase of FHA-insured mortgages with subsidized interest
rates to finance multifamily housing for low- and moderate~income families,
or the purchase of mortgages with high risk (disaster housing, urban
renewal housing) which otherwise would sell at substantial discounts in
the market. Most of GNMA's special assistance programs are now operated
under the "Tandem plan", as a means of countering decline in homebuilding
activity. Under the plan, GNMA issues commitments for FHA/VA or
conventionally financed mortgages at interest rates slightly below those
prevailing in the private market. Armed with commitments bgilders
can more easily acquire the construction loans they need to maintain a
more sustained level of production. If the loan is delivered, GNMA in
turn resélls the loans to private investors at Prevailing market prices,
absorbing the difference between purchase and sales prices and thereby
limiting the ultimate Federal outlay for the program to that amount.
In 1978, GNMA actually purchased $23 million in loans, a decline
of $454 million from the $477 million loans purchased in 1977. In 1979 GNMA
purchased $6 million in loans, a decline of $17 million from the
previous year.

Table A-4 summarizes the total Federal credit assistance provided
for housing during 1978, exclusive of assistance limited to a Federal
guarantee or insurance operation. Of the $31,162 million in total
credit assistance in 1978, secondary market loan purchases by‘the quasi-public
sector (FNMA and FHLMC) comprised $17,236 million, approximately 55
percent, while FHLB support of savings and loan associations amounted to

$12,045 million, about 39 percent. Mortgage market support from all



Federal Credit Assistance for Housing in 1978 and 1979

1. Pederally sponsored
Agency Mtge, Market Support

b.

Secondary Market Purchases
(i) PNMA
{(ii) FHLMC
FHLB Advances
Subtotal

2. Direct Lending

a.
b.
c.
d.
e.
£.

Total

Note:

Veterans Administration

Farmers Home administration

Federal Land Banks

Small Businessg Administration

FHA Purchase Money Mortgages

Government National Mtge. Assoc.™
Subtotal

Table A-4

(Dollars in Millions)

Loans Acquired

loans Acquired

Loans Outstanding

CY 1978 cY 1979 Dacember 31, 1979
Amount Percent Amount Percent Amount Percent
$12,302 39.58  $10,798 43.6% $ 51,091 35,82

4,934 15.8 4,320 17.4 4,035 2.8

12,045 38.7 8,331 33.6 40,441 28.4
$29,281 94.Ds  $23,449 94.6% § 95,567 67.0%
$ 43 s 8 25 0.1% $ 1,730 1.22
1,426 4.6 501 2.0 821 .5

338 1.1 720 2.9 31,278 22.0

2 2/ 5 2/ 5,598 3.9

49 .2 83 0.3 3,825 2.7

23 .1 6 2/ 3,852 2.7

$ 1,881 6.0% §$ 1,340 T.4% $ 47,104 33.02
$31,162 100.0% $24,789  100.0% $142,671 100.0%

Detail may not add to totals due to rounding.

1/ GNMA figures are exclusive of FNMA and FHIMC purchases.

2/ Less than .05 percent.

9l
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sources totaled $29,281 million, 94 percent of the total, while direct
lending in 1978 amounted to $1,881 million, 6 percent of the total.

In 1979, support from Federally sponsored agencies represented

94.6 percent of the $24,789 million in federal credit assistance, and
direct lending in 1979 amdunted to $1,340 million, 5.4 percent of the
total.

D. ©Other Capital Market Support

A total of $14.7 billion of GNMA mortgage backed securities were
issued in 1978, a 13 percent decrease from the 1977 figure of $16.8
billion. In 1979, about $22.2 billion were igsued. The attractiveness of

these securities is that GNMA guarantees the timely payment of principal

and interest on securities issued by private lending institutions

and backed by a trust or pool of their mortgage loans insured by FHA, or
guaranteed by VA, These securities are used to help attract funds from
sources which do not have departments to handle a portfolio of mortgages. In

effect, the Government is providing a double~barreled underwriting of risk; first,

the FHA or VA support of the underlying mortgage loans ana second, the
GNMA guarantee of whatever uncovered risks still remain (as a result of

this guarantee, purchasers do not need the expertise of mortgage specialists).

The Certificates of Beneficial Ownership, {CBO’é) issued and
insured by the Farmers Home Administration in the Department of
Agriculture, represent loans originated by Farmers Home Administration.
The loans are made under the Agriculture Credit Insurance Fund, Rural
Housing Insurance Fund, and the Rural Housing Development Insurance Fund.
FmHA continues to service the loan accounts and makes debt service payments

to the holders, irrespective of whether payments are received from the

individual borrowers. Total gross sales, all of which were through

the Federal Financing Bank, amounted to $10.3 billion in Fiscal Year 1979,

$7.7 billion in fiscal year 1978, and $5.0 billion in 1977.
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I1TI. Cash Subsidy Programs for Production of New or Rehabilitated

Housing

This section details the direct Federal assistance given to low and
moderate~income housing through the cash subsidy programs of the Depart-
ment of Housing and Urban Development and the Farmers Home Administration
of the Department of Agriculture (Section IV discusses the Subsidization
of existing housing with some of the same programs). Through such
programs production was begun on 264,610 new or substantially
rehabilitated housing units in FY 1978 and 277,248 units in FY 1979. The
cost of subsidizing all units completed and eligible for payment by HUD
was approximately $3.6 billion in FY 1978 and $4.2 billion in FY 1979.

It is expected that HUD housing programs will require about $5.1 billion
in subsidies in FY 1980, and $6.4 billion in 1981.

Table A~5 shows the numbers of units on which new construction

was started or rehabilitation was begun, by program, for fiscal years

1978 and 1979 and estimates for FY 1980 and FY 198l.

It should be noted that interest subsidies and other direct aids
intended to produce new housing do not necessarily increase housing
production on a one~for-one basis. Over a given time period, some
subsidized production may, to some extent, merely supplant production
which would have occurred without subsidy. In such cases, the final effect
would be primarily redistributive, directing units to low and moderate-

income households.
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Total Subsidized
Production

HUD
FmHA Programs
1-4 Family, Total
HUD~Sec. 235
FmHA{502 Prog)
Low Inc.
Moderate Inc.
Multifamily otal
HUD
Public H:g.
Sec. 8
Sec. 236
Sec. 202

FmHA

Without ~ec. 8 Asst.
With Sec 8 Asst.

A-5
Federally Subsidized Housing Production Fiscal Years 1978-1980

Total Production New Construction Starts

1978 1979 1980e 1981e 1978 1979 1980e 1981e
264,610 277,288 284,547 262,906 232,190 236,603’ 244,783 231,744
178,860 179,719 194,600 188,500 157,320 153,321 169,600 168,500
85,750 97,529 89,947 74,406 74,870 83,515 75,183 63,244
68,850 74,135 81,415 69,067 58,540 60,621 67,250 58,430
7,380 8,489 17,500 17,500 7,380 8,489 17,500 17,500
61,470 65,646 63,915 51,567 51,160 52,132 49,750 40,930
42,160 47,807 47,230 42,980 35,780 39,228 37,950 34,900
19,310 17,839 16,685 8,587 15,380 12,904 11,800 6,030
195,760 203,113 203,132 193,839 173,650 175,982 177,533 173,314
171,480 171,230 177,100 171,000 149,940 144,832 152,100 151,000
11,330 17,269 35,000 50,000 9,280 17,269 30,000 45,000
158,500 153,251 140,000 121,000 139,010 126,853 120,000 106,000

1,650 710 2,100 - 1,650 no 2,100 -
(23,370) (23,860) (18,000) (18,000) (23,370)  (23,860) (18,000) (18,000)
24,280 31,883 26,032 22,839 23,710 31,383 25,433 22,314
24,280 31,883 26,032 22,839 23,710 31,383 25,433 22,314
{8,750) {8,064) (10,000) {10,000} (8,750) {8,064) (10,000) (10,000)

Rehab Begun

1978 1979 1980e  198le
32,420 40,645 39,764 30,637
21,540 26,398 25,000 20,000
10,880 14,014 14,764 11,162
10,310 13,514 14,165 10,637
10,310 13,514 14,165 10,637
6,380 8.579 9,280  8.080
3,930 4,935 dses 2,557
22,110 27,31 25,599 20,525
21,580 26,398 25,000 20,000
2,050 - 5.000 5,000
1949 26,398 20,000 15,000
570 500 599 525
570 500 599 525

-

-
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A. Homeownership Subsidy Programs

1. Section 235 Homeownership Program

In October 1975, the Section 235 program was reactivated with the
release of $264.1 million in contract authority to subsidize approxi-
mately 250,000 units of single-family housing and condominiums. The
reactivated Section 235 program differs considerably from the old
suspended 235 program in several important respects in anAeffort to
eliminate the problems that arose under the original program. Important
changes in the program include: (1) Adjustments in income eligibility
requirements, (2) higher downpayment requirements to foster a greater
commitment to the property by the mortgagor, (3) site limitations per-
mitting no more than 40 percent subsidized units in any subdivision in
order to avoid excessive concentration of subsidized units, (4) a
reduction in the maximum amount of subsidy involved, and. (5) deletion
from program eligibility of existing units not undergoing substantial
rehabilitation.,

uUnder the new Section 235 program 7,380 units were started in
FY 1978 and 8,489 units were started in FY 1979. It is estimated that

17,500 units will be started in FY 1980 and also in FY 1981.

2. Section 502 Programs of the Department of Agriculture

Through these programs, the Farmers Home Administration (FmHA),
U.S. Department of Agriculture, provides loans to low-and moderate-
income families for new construction, rehabilitation, repairs and the
purchase of existing buildings located in fural areas., Interest rates
vary, but there are interest credit provisions which can
bring the effective interest rate down to 1 percent for low~income -

families. ILoans to moderate—income families are made at a rate
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not less than a rate determined by the Secretary of the Treasury,
taking into consideration the current average market yield on outstanding
obligations of the United States with comparable maturity.

In fiscal year 1978, the FmHA homeownership programs' added 61,470
units to the Nation's inventory, of which 42,160 units were for low
income families and 19,310 units were for moderate income families.

In 1979 there were 65,646 units, of which 47,807 units were for low
income families and 17,839 were for moderate income families. About’
83 percent of the units were new, and 17 percent were rehabilitations
in FY 1978. 1In FY 1979, 79% were new and 21% were rehabilitations.
Future activity under this program is estimated at 63,915 units in

FY 1980, and 51,567 units in FY 1981.

B. Rental Housing Subsidy Programs

1. Section 236 Interest Subsidy Program

In fiscal year 1978, there were 1,650 units started under the
Section 236 program and 710 units started in FY 1979, all of them
newly constructed. Under commitments issued prior to suspension of the
program in January 1973, and additional 2,100 units are expected to be
produced in this program in FY 1980. The Housing and Community Development
Act of 1974 revised the Section 236 program to incorporate "deep" subsidies
(subsidies larger than the traditional reduction of interest rates to as
low as 1 percent) on 20 percent of the units approved after August 22, 1974.
Prior to that time, rent supplement payments in addition to Section 236

interest subsidies (rent supplement "piggy-back" program) were used.
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2. Low-Rent Public Housing

In FY 1978 and FY 1979 construction was started respectively on
9,280 and 17,269 traditional low-rent publicly-owned housing units.
Rehabilitation was bequn on 2,050 units in FY 1978, Fiscal year 1980
production is projected to total 35,000 units. In FY 1981, total

production is estimated at 50,000 units.

3. Section 8 Lower Income Housing Assistance

The Housing and Community Development Act of 1974 amended the
United States Housing Act of 1937 to authorize a new lower-income housing
assistance program, for households with incomes up to 80 percent of the
median income in the area. It replaces prior authority for assistance
with respect to low-income housing in private accommodations (Section 23).
Under Section 8, assistance payments are provided on behalf of
eligible low-income fami}ies occupying new, rehabilitated or existing
rental units. The Department of Housing and Urban Development may
make assistance available through payments to State agencies, local public
housing agencies authorized to engage in or assist in the development or
operation of lower—income housing pursuant to annual contribution
contracts, or by entering into assistance payments contracts directly
with owners of housing units who agree to rent to lower-income families.
To be eligible for assistance under Section 8, a family's indome,
except in special cases, cannot exceed 80 percent of the median income
of the area in which it lives. BAlsoc, at least 30 percent of the units
in each leasing program are to be rented to very low-income families
whose incomes do not exceed 50 percent of the median income for the
areca. Eligible families are reguired to pay rents of bet&een 15 percent
and 25 percent of their gross annual income. HUD provides assistance

payments which will not exceed the difference between the contract rents
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of comparable units in the area and the occupant families’ required

contribution for rent. Tenants make their rental payments to the private

landlords, who are responsible for the operation and maintenance of the

leased units.

During FY 1978, approximately 158,500 units were begun under Section 8
production activities, of which 139,010 were new and 19,490 were rehabs.
In FY 1979 there were a total of 153,251 units, of which 126,853 were
new and 26,398 were rehabs. It is anticipated that 140,000 units will

be started (new and rehab) in FY 1980 and 121,000 units in Fy 1981.

4. Section 202 Program

This direct loan program to provide housing for the elderly and the
handicapped was established in 1959 and was phased out in favor of the
Section 236 interest subsidy program after 1968. The Housing and Community
Development Act of 1974 contained a revised Section 202 direct loan program
for housing the elderly and handicapped. It has been decided to use
the revised Section 202 for permanent financing loans, as well as for

construction loans. Loan authority of $750 million was available for

permanent financing in FY 1§78, $800 million was available in FY 1979,

$830 million is available for FY 1980, and $830 million is proposed for
1981, 1In FY 1978, an estimated 23,370 units were started, and an additional
23,860 units were started in FY 1979. In FY 1980 and 1981, 18,000 units

are anticipated for each year. These units are not included in estimates of
total starts since it is expected that these units will receive Section 8
assistance and are, therefore, already counted under Section 8.

~5:; -Rental Housing Programsg of the Department of Agriculture

Production under the rural rental housing programs, primarily
Section 515, administered by Farmers Home Administration (FmHA) totalled
34,810 units in FY 1978 and 41,225 units in FY 1979, In FY 1980 it is
estimated that a total of 37,185 new and rehabilitated units will receive
assistance under these programs and an estimated 33,890 units will receive

assistance in FY 1981.
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Rehabilitation was begun on 570 units and there were 23,710 units
started under the FmHA rural housing program without Section 8 assistance
in FY 1978. The corresponding fiqures for FY 1979 were 500 rehabilitation
units and 31,383 units started. An additional 8,750 units were started
with Section 8 assistance in FY 1978 and another 8,064 units were started
in FY 1979. Since the new units with Section 8 assistance are already
counted under the Section 8 program, they are not added to total
production. In FY 1978, and FY 1979, respectively, starts and rehabs
totalled 24,280 and 31,883 units without Section 8 assistance. In FY 1980
and 1981, production is estimated at 26,032 and 22,839 units, respectively,
without Section 8 assistance. An additional 10,000 units with Section 8
assistance are projected for each year.

In FY 1978, the Farmers Home Administration began a rental assistance
program under which it supplemented the rental payments of low=income
tenants occupying FmHA sgbsidized rental housing. This new program
represents an increased emphasis on rural rental programs. In FY 1978
and FY 1979, 20,000 and 22,623 units respectively received assistaqce from this
program. The estimates for FY 1980 and 1981 are 20,000 and 17,230

units respectively.

IV. Cash Subsidy Programs for Use of Existing Housing for Lower-Income

Households

The cash subsidy programs also provide assistance for existing
adequate housing that does not require rehabilitation. Although such
assistance is not reflected in the housing production statistics, it

does help bring sound homes within the means of many who could not

£
i
5‘:,
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otherwise afford them. Use of the existing housing inventory for low and
moderate income families is discussed in detail in this section.

Table A-6 shows the number of additional existing units, or house-
holds in existing units, which are Federally subsidized for low-and
moderate~income occupancy in each of fiscal years 1978~1981.

The new Section 8 Leasing Program created by the Housing and
Community Development Act of 1974 permits a greater emphasis than before
on the use of the existing housing stock rather than on new construction,
thus providing a potential to house needy families more quickly and at
less cost. 1In FY 1978, approximately 137,330 existing, adequate units
received subsidies under Section 8 and 107,025 units received Section
8 subsidies in PY 1979. In FY 1980 and FY 1981 it is estimated that
66,600 and 55,000 units respectively, will receive subsidies under Section 8.

The Federal govermment also subsidizes existing rental units
occupied by low- and moderate-~income families under the low-rent public
housing program and the rental housing programs of the Department of
Agriculture.

Under HUD's low-rent public housing program 33,609 units were
subsidized in FY 1979 and 2,000 existing units were expected to be added
in FY 1980. No separate figures are available for this program for FY 1978
nor estimates for FY 1981.

Under the rental programs of the Department of Agriculture, 1,780 and
1,278 existing units without rehabilitation received assistance in FY 1978
and FY 1979 respectively. It is anticipated that 1,153 units will be
subsidized under these programs in FY 1980 and an additional 1,051 units

in FY 1981.
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Homeownership assistance is provided for existing units which do
not require substantial rehabilitation under the FmHA Section 502 loan program.
Under the FmHA program, purchasers of 36,710 and 27,754 existing homes
benefited from below-market interest rate loans in fiscal years 1978 and
1979 respectively. Such assistance will be extended to about 28,285
low and moderate income purchasers in FY 1980 and 23,633 purchasers in
FY 1981.

In fiscal years 1980 and 1981 the Farmers Home Administration will
continue to emphasize the makingof loans to buy existing housing and to
rehabilitate and repair housing units. ILoans for new dwellings will be
made where existing housing is not available or cannot economically be
made suitable. It is estimated that in FY 1980 and FY 1981 about 32
percent of loans made under the Section 502 Rural Housing program will be for
existing dwellings each year and about 15 and 14 percent for rehabilitation
and repair of existing dwellings respectively for each year.

The Section 504 program of FmHA provides loans to very low income
families for essential minor repairs (not rehabilitation) to their
homes, and thus helps maintain the existing housing stock. The
interest rate is set by law at 1 percent. 1In fiscal 'year 1978, FmHA ggsisted
4,393 Section 504 units and 5,213 units were assisted in FY 1979, g
The estimates for FY 1980 and 1981 are 7,900 and 15,000 units respectively.
Beginning in FY 1977 the Section 504 program also began making very low
income housing repair grants, primarily to elderly households. 1In FY 1978
there were approximately 3,183 units assisted under this program and
5,458 units in FY 1979. It is estimated that 6,400 and 6,250.

units will receive grants in fiscal years 1980 and 1981 respectively.
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Table A~-6

Federally Subsidized Use of Existing Units Without Rehabilitation
for Low~ and Moderate-Income Occupancy, FY 1978~1980

1978 1979 1980e 198le
HUD 137,330 140,634 68,600 55,000
Public Housing — 33,609 2,000 NA
Section 8 137,330 107,025 66,600 55,000
> PmHA programs 38,490 29,032 29,438 24,684
Homeownership 36,710 27,754 28,285 23,633
Rental Units 1,780 1,278 1,153 1,051

TOTAL 175,820 169,666 98,038 79,684







Appendix B

Preservation of Existing Housing and Neighborhoods

Focussing solely on the production of new housing overlooks the
substantial role of neighborhood and public facilities in creating
a satisfactory living environment for the nation's population. An
important part of turning around social and economic decline is the
preservation and upgrading of the housing stock already in place in
urban and rural areas.

This appendix assesses the current condition of the housing
stock, examines information on private and publicly assisted maintenance
and improvement of existing housing and neighborhoods, and reviews
some current research and demonstrations of neighborhood preservation

techniques.

I. Characteristics and Condition of the Existing Housing Stock

A. The Annual Housing Survey

The Department of Housing and Urban Development has an agreement with
the Bureau of the Census to obtain current data on the characteristics and
condition of the housing stock and its neighborhood setting. The HUD-
financed Annual Housing Survey uses both national and Standard Metropolitan
Statistical Area sampling schemes to collect a wide range of information
describing the housing inventory, as well as the occupants' perception of
their housing and neighborhoods. The Survey provides more detail than has

been available from the decennial census. The first five Annual Housing
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Surveys‘(1973 through 1977) of the United States have now been

published, as have surveys for 60 SMSAs. Data for the national 1978
Annual Housing Survey will be published soon.

The 1977 Annual Housing Survey was conducted in the months of
September through December 1977, utilizing a national sample of
approximately 76,000 housing units drawn from the records of the 1970
Census of Housing and the units completed afterwards. The National data
reported here for 1977, in advance of publication, are preliminary.

The "as of" date for the 1977 National sample may be taken as approximately
November 1, providing a two year interval from the date of the 1975 Annual
Housing Survey. Unless otherwise noted, comparisons in this Appendix of the
Annual Housing Survey findings with the housing situation in 1970 are

based on the Fall 1970 Components of Inventory Change Survey. The latter
survey is preferred over the 1970 Census of Housing for methodological
reasons.

In addition to the national sample drawn by the Annual Housing Survey,
samples totalling about 400,000 housing units were drawn frbm 60 Standard
Metropolitan Statistical Areas, and surveyed over a cycle of three to four
years. Thus, changes in the national housing stock may be followed annually,
while changes in 60 Standard Metropolitan Statistical Areas are available
at three or four year intervals.

Ability to evaluate the gquality of the housing stock in more depth
has been achieved by the introduction of new inquiries related to con-

dition and performance. Evaluation of environmental .factors, based on
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the householder's own expression of dissatisfaction, is also possible as
a result of the Annual Housing Survey. Comparisons over time make it possible
to determine trends in the pursuit of the goal of a decent home and a
suitable environment for every American family.

B. ¢Changes in the Stock, 1975 to 1977

By November 1977 the Nation's housing stock had grown to a total of
82.4 million units, an increase of 3.3 million units and 4.2 percent in the
two years since the 1975 Annual Housing Survey. Some 98 percent (80.7 million)
of the stock consisted of year-round units, which had increased by 3.1
percent over the 1975 figure. The year-round, gross vacancy rate was 6.7
percent (5.4 million units) but many of these vacancies (3.3 million)
were either already sold or rented and awaiting occupancy, held for occasional
use, or otherwise not available for rent or sale. Thus, there were actually
2.1 million units on the market for rent or sale, and the marketable
vacancies represented 2.6 percent of the year-round housing stock. The
1975 marketable vacancies totalled 2.1 million units, or 2.7 percent of the

year-round stock.
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Highlights of the 1973, 1975, and 1977 housing inventory are presented
in Table B-1 below:
Table B-1
Changes in the Housing Stock, 1973 to 1977*

(Numbexr of Units in Millions)

Change in Units

1973 1975 1977 1973-5 1975=7
Total Units 76.0 79.1 82.4 3.1 3.3
Seasonal Units 0.7 1.5 1.7 0.8 0.2
Year~round Units 75.3 77.6 80.7 2.3 3.1
Occupied 69.3 72.5 75.3 3.2 2.8
By Owners 44.7 46.9 48.8 2.2 1.9
By Renters 24.7 25.7 26.5 1.0 0.8
Vacant 6.0 5.0 5.4 1.0 0.4
For Sale 0.5 0.6 0.6 0.1 -
Other 3.9 2.9 3.3 -1.0 0.4

*Units may not add to totals because of rounding.

,The national figures should not be taken as representative of local
housing markets, but only as representative of a hypothetical average
market. Changes were not uniform regionally, by city size, or by any
other logical method of classifying the places in which the housing stock
changes from one year to another; it would therefore be unusual for any
locality picked at random to follow closely the pattern set by therverall
figures. Table B-2 shows the location of the U.S. year-round housing units

by region and metropolitan-nonmetropolitan location.
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Table B~2

Year~round Housing Units*, :1970-1977
{Number of Units in Millions)

Percent
Change in Units Change
Location 1970 1973 1975 1977 1970-3 1973-5 1975=7 1970-1977
All 67.7 75.3 77.6  80.7 7.6 2.3 3.1 19.2%
By Region:
Northeast l6.2 17.4 17.5 17.7 1.2 0.1 0.2 9.3
North Central 18.7 20.2 20.6 21.2 1.5 0.4 0.6 13.4
South 20.9 24.0 25.0 26.4 3.1 1.0 1.4 26.3
West 11.9 13.8 14.5 15.4 1.9 0.7 0.9 29.4
By SMSA Location:
In SMSAs 46.1 51.0 52.6 54.6 4.9 1.6 2.0 18.4
Inside Central Cities 22.6 24.1 24.0 24.8 1.5 0.1 0.8 9.7
Outside Central " 23.5 26,9 28.5 29.8 3.4 1.6 1.3 26.8
Outside SMSAs 21.6 24.3 24.9 26.2 2.7 0.6 1.3 21.3

1. Changes by Tenure and Value or Rent

From November 1975 to 1977 occupied units increased by almost 3.9
percent; owner-occupied units increased by over 4.0 percent and renter-
occupied units increased by 3.1 percent. In 1977, owner-occupancy accounted
for about 64.8 percent of all occupied units, a slight increase over the 1975
rate of 64.7 percent. In actual ﬁumbers there was an increase of 1.9 million
owner-occupied unfis‘and about 800,000 renter~occupied units, from 1975 to 1977,
while year-round vacancies incpeased by approximately 400,000. Cooperative

and condominium owner-occupancy was reported at 1,009,000 in 1977; about

64,000 cooperative and condominium units were vacant and for sale.
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A distribution of specified owner=-occupied units*, by value, for
1973, 1975, and 1977 discloses the continuing movement of house values towards

the higher end of the scale:

Table B-3

Percent of Specified Owner-Occupied Houses* Reporting
Specified Values, 1973, 1975, and 1977

Percent of Owned Homes Gross  ¢hange

Value 1973 1975 1977 1973-5 1975-7

Less than $10,000 9.7% 6.6% 3.9% -3.1% ~2.7%
$10,000 - 14,999 12.2 8.3 4.9 -3.9 -3.4
$15,000 - 19,999 16.2 11.7 7.9 -4.5 ~-3.8
$20,000 - 24,999 14.5 11.8 8.5 ~2.7 -3.3
$25,000 -~ 34,999 23.5 24.5 20.7 +1.0 -3.8
$35,000 - 49,999 15.8 22,5 26.1 +6.7 +3.6
$50,000 or more 8.1 14.6 28.0 +6.5 +13.4

Median Value $24,100 $29,500 $36,900 $4,400 (22.4%) §$7,400 (25.1%)

*Limited to l-family houses on less than 10 acres and no business
on property.

As can be readily observed, the proportion of lower-valued homes
{(less than $25,000) has decreased steadily, while the proportion of homes
valued over $35,000 has increased rapidly. These shifts in the distribution
of house values are reflected in the median value of owner-occupied housing,
which increased 22.4'percen%“to $29,500 from 1973 ﬁo 1975 and 25.1 percent to
$36,900 between 1875 and 1977. Although much of this change was due to

general inflation in the economy, some was also attributable to changes in
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the valuation of existing homes and to the relatively higher .values of

new houses coming on the market for the first time compared to the lower
values of older houses that were removed from the inventory. A significant
result of this changevin the value of the housing stock has been the
increased tax base and revenues it has provided to local taxing jurisdictions,
and the concomitant increase in tax burden for the occupants.

Tenants reported a similar shift in gross rents:

Table B~4

Percent of Renters Reporting Specified
Menthly Gross Rents, 1973, 1975, and 1977

Percent of -Renters Gross Change

Rent 1973 1975 1977 1973~5 1975-~7

Less than $70 12.5% 8.8% 6.1% -3.7% -2.7%

$70 - $99 16.3 11.2 7.0 -5.1 -4.2

$100 ~ $149 31.2 26.6 18.9 -4.6 -7.7

$150 - 5199 24.5 27.0 25.9 +2.5 -1.1

$200 - $299 12.9 21.2 31.% +8.3 +10.7

$300 or more 2.6 5.2 10.2 +2.6 +5.0
Median Gross Rent $133 $156 $184 $23 (17.3%) $28 (17.9%)

Gross rent is defined as contract rent plus the estimated average monthly
cost of utilities if these items are paid in addition to rent. Again if may
be seen that rents have trended’upward since 1973, with the medién rising
17.3 percent to $156 from 1973 to 1975 and 17.9 percent to $184 between 1975

and 1977, Increases in gross rent may be due to several factors: the
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general inflation in the economy, rising utility costs, and a tightening
in some rental markets due to low levels of new construction activity and

conversions of some rental units to condominiums.

2. Changes by Type of Structure

The types of units in the housing inventory change over time only as
the new structures added to the inventory differ markedly from the old
structures removed from the inventory. A two year interval is a very short
time for significant changes in structural types to occur in an inventory of
82.4 million units (80.7 million year-round units), as reported by the 1977
Annual Housing Survey; Table B-5 shows the change in the distribution of
all year~round housing units, in which the smaller structures (single family,
and 2-4 family structures) declined relatively, accounting for 82.4 percent
of the housing units in 1970 but only 80.2 percent in 1977. Multi-family
structures of five or more housing units, and mobile homes, both increased

their share of the total housing inventory from 1970 to 1977.

Table B~5

Changes in Structure Type, 1970 ta.1977

Percent of Units Gross Change
Structure Type 1970 1973 1977 1970 =~ 1977
One Family 69.1% 68.1% 67.3% -1.8%
Two to Four Families 13.3 12.8 12.9 -0.4
Five Families or More 14.5 14.7 15.2 +0.7

Mobile Homes 3.1 4.4 4.6 +1.5
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3. cChanges in Occupant Characteristics

Median household size declined from 2.7 to fewer than 2.5 persons in
the period 1970-1977. All households with from one to five persons increased
in number, while households with six or more persons decreased both in
absolute and relative numbers. The trend towards smaller household sizes
through 1977 emerges clearly in Table B-~6, despite the relatively small

change in the median number of persons per household.

Table B-6

Households by Size, 1970 to 1977

L remp e

Number of Households

{millions) : Occupied Hsg. Units

Number of Persons 1970 1973 1977 1970 - 1977

One 11.2 13.9 15.8 +4.6

Two 18.8 21.0 23.2 +4.4

Three 10.9 11.9 13.0 +2.1

Four 9.8 10.4 11:9 +2.1

Five 6.2 6.3 6.4 : +0.2

Six 3.4 3.1 2.9 -0.5

Seven or more 3.2 2.7 2.1 -1.1
Total¥* 63.4 69.3 75.3 +11.9

*Numbers may not add to totals because of rounding

From 1970 to the 1977 Annual Housing Survey, the number of single~persan
households has increased some 41 percent, while multi-person households
have increased only 14 percent. Among the households of two or more persons,
the predominant type, composed of husband and wife, and without non-related

persons in the same housing unit, increased by less than eight percent
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during this time, while female-~headed households (without spouse present)
had grown by 38 percent. Other male-headed households of two or more
persons increased by more than 54 percent during the 1970-77 period. The
increasing importance of "female head" and "other male head"™ households
has been in part responsible for the declining size of the American house-
hold, and contributed to the changing character of American housing needs.

Howevey, in this respect, the rise in one-person households has been particularly

striking.
Table B-7
Changes in Household Composition, 1970 to 1977*

Number Increase 1970-1977

(in millions) {(millions of units)

1970 1973 1977 Number Percent
All Occupied Units 63.4 69.3 75.3 11.9 18.8%
Two or More Person Households 52.3 55.4 59.5 7.2 13.8
Male head, wife, no non-relatives 43.6 45.5 47.0 3.4 7.8
Other male head 2.4 3.0 3.7 1.3 54.2
Female head 6.3 6.9 8.7 2.4 38.1
One Person Households 11.2 13.9 15.8 4.6 41.1

* Units may not add to totals because of rounding.

Income continued to increase more rapidly for home owners than for
renters from 1975 to 1977, as it did from 1973 to 1975. The median
annual income of all owner households in 1973 was $11,500; in 1975 it was
$13,500, and in 1977, $16,000 -- increases of 17.4 percent from 1973-1975
and 18.5 percent between 1975 and 1977. Renter households in 1975

reported a median income of $7,800, 8.3 percent over the $7,200 in 1973.
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By 1977 median renter income was $8,800, an increase of 12.8 percent over
the 1975 median.

Although incomes of owners and renters have risen markedly, housing
costs have risen even more rapidly for at least part of the population.
Rental and income data available from the 1970 Census of Housing indicate
that some 39.6 percent of renters were paying one-~fourth or more of their
incomes for rent. The proportion of renters paying one-fourth or more
of income in 1977 was 48.7 percent -- a clear indication of the increasing
burden of rents.

Housing cost data for owners first became available in 1974. Data
for 197% and 1977, (as presented in Table B-8) indicate the burden of
housing cost is rising for owners too, although at a slower rate than for

for renters.

Table B-8

Percent of Renters and Owners Reporting
Extremes of Housing Cost Burden, in Relation to Income

1970 - 1977
1970 1973 1975 1977
Percent of renters paying 25 percent
or more of income for rent 39.6 40.9 44.8 48.7
Percent of owners with mortgages NA NA 10.1 11.5

paying 35 percent or more of
income for housing costs*

Percent of owners without mortgages NA NA 14.3 16.5
paying 25 percent or more of income
for housing costs*

*Sum of payments for real estate taxes, property insurance, utilities,
fuel, water, garbage/trash collection, and mortgage.
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C. Deficiencies in the Stock, 1977

The Annual Housing Survey provides a wide range of information on
the quality of America's housing stock. In this section, preliminary
data available for 1977 are compared with earlier reports to examine
changes in housing deficiencies; briefly, they are almost all in the
direction of better housing.

Twenty-four types of housing deficiencies are enumerated below,
including four measures of crowding which reflect the pattern of use
rather than a deficiency inherent in the housing itself. Overall, the
declining incidence of deficiencies reported since 1973 seems to indicate
clearly the improving quality of American housing, as well as the
persistence of limited areas of difficulty.

The Annual Housing Survey's published data on deficiencies do not
distinguish between deficiencies in previously existing housing, as
compared with housing newly added to the inventory. To make this
distinction would require much more extensive sampling. Moreover,
data on the characteristics of housing in use in 1977 that has been
constructed since 1970, reveal that even among these relatively new
units there are some shortcomings in plumbing and kitchen facilities
(overwhelmingly outside the metro areas), overcrowding, and high
percentages of income devoted to housing costs.

To the extent that the construction of new units or the removal
of older units slows down, the rate of improvement in the quality of
the nation's housing may also slow down. Since there is some cause and

effect relationship between housing construction and housing removal--
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in both the physical and economic sense ~-- fluctuations in housing
construction are closely allied with the rate at which housing units

) with deficiencies are eliminated from the housing inventory. However,
the upgrading of existing units is also an important factor in the

elimination of housing deficiencies.

1. Plumbing

According to the Annual Housing Survey, the number of occupied year-
round housing units lacking some or all plumbing facilities declined
from 2.1 million units in 1975 to 1.8 million in 1977. This drop reflects
both the removal and the improvement of units lacking plumbing facilities.
Other plumbing-related inadequacies, beyond the mere presence of facilities
are also reported in the Annual Housing Survey. Whether. and how often
various plumbing facilities broke down in the 90 days preceding the
interview has been used to identify inadequate services.

By the standard of two or more breakdowns of at least six hours
duration within the specified 90-day period, 500,000 households reported
fregquent breakdown in their water supply, 300,000 had breakdowns in their
sole flush toilet, and 200,000 reported problems with sewage disposal.

It must be cautioned that the households with these deficiencies are

not additive, since the same household may experience problems with more
than one of these plumbing facilities. About 0.5 million households that
had complete bathrooms were sharing them with households that did not.

1 The 1.8 million households that lacked some or all plumbing facilities

included over 1.6 million who had no complete bathrooms. Most of these

units were in rural areas. (See Table B-9.)




Item

Lack some or all plumbing
facilities

Bathroom: None or shared

Two or more breakdowns in
prior 90 days

Water supply
pvs
Flush toilet
2/

Sewage Disposai_

Table p-9

Occupied Housing Deficiencies: Plumbing Related
1973 - 1977

Occupied Units (millions)

Total¥* Owners Renters

1973 1975 1977 1973 1975 1977 1973 1975 1977

2.3 2.1 1.8 1.0 0.8 0.7 1.3 1.2 1.1
3.0 2.3 2.1 1.3 0.9 0.8 1.7 1.4 1.3
0.6 0.4 0.5 0.3 0.2 0.3 0.3 0.2. 0.2
0.4 0.3 0.3 0.2 0.1 0.1 0.2 0.2 0.2
0.3 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1

* Units may not add to totals because of rounding

1/

" For units with only one toilet

2/

For units with public sewer, septic tank or cesspool as means of sewage disposal

148
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2. Electrical System

Electricity is supplied to almost all year-round, housing units.
Although a number of households in 1977 had exposed wiring (one million},
lacked electrical outlets in some or all rooms (2.1 million) or were
experiencing frequent fuse blowouts (3.3 million), there has been a

marked decrease in these inadequancies since 1973. (See Table B-10.)

3. Structural Deficiencies

Some of the six items enumerated under this heading may be more
indicative of esthetic flaws (relatively small cracks or holes), than
of major structural deficiencies. While the general trend in
structural deficiencies is downward, the amount and rate of improvement

is much lower than in the case of electrical systems. (See Table B-11).



Ttem
Some or all wiring exposed

Lacking working electric
outlets in some or all rooms

Fuse Blowouts: Two Or more
in 90 days preceding
interview

Table B~10

Housing Deficiencies: Electrical System
1973 ~ 1977

Occupied Units (millions)

Total* owners Renters -
1973 1975 1977 1973 1975 1977 1973 1975 1977
2.7 1.3 1.0 1.6 0.7 0.5 1.2 0.7 0.5
3.7 2.5 2.1 2.1 1.3 1.1 1.6 1.2 1.0
4.3 3.6 3.3 2.9 2.4 2.2 1.5 1.2 1.1

* Units may not add to totals because of rounding

Ll

91




Item

Cracks or holes in ceilings
or walls

Holes in floor

Loose, broken, or missing
steps or railings 1/

Public halls without light
fixtures, or broken 2/

Leaking roof

Leaking basement 3/

*Units may not add to totals because of rounding

Table B-11

Housing Deficiencies: Structural

1973 - 1977

Occupied Units (millions)

Total* owners Renters
1973 1975 1977 1973 1975 1977 1973 1975 1977
4.2 3.8 3,9 1.4 1.3 1.3 2.8 2.6 2.6
1.3 1.3 1.3 0.4 0.4 0.3 0.9 0.9 0.9
1.7 1.9 1.8 0.2 0.2 0.2 1.6 1.7 1.6
1.3 1.3 1.2 0.1 0.1 0.1 1.2 1.2 1.1
5.3 4.5 4.5 2.8 2.3 2.4 2.5 2.2 2.2
9.3 8.5 8.1 6.9 6.2 6.0 2.4 2.3 2.1

1/For units in 2 or more unit structures with common stairways

2/For units in 2 or more unit structures with public halls

3/For units reporting basements

L1
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4. Kitchen and Heating Deficiencies

In 1977, 1.3 million households lacked or shared a complete kitchen.
In addition, among the 74.1 million households with complete kitchen
facilitjes, (that is, a kitchen sink with piped water, refrigerator,
and a range or cookstove) over 500,000 reported one or more of these
facilities unusable. (See Table B-12.)

Several measures of a housing unit's heating system and its per-
formance are included in the Annual Housing Survey. These data are in
some caées highly subjective, reflecting the perceptions of the household,
rather than objective standards of heat and humidity. Although variations
in the use of additional heat sources and room closings may indicate an
inadequate heating system, they may also be caused by other factors
such as the severity of the winter, the desire to conserve energy,
or the household's effort to minimize expenditures for heat. Four out of
five of the heat measures shown in Table B-12 registered an increase in
units with the deficiency between 1975 and 1977, after declining from
1973 to 1975. A major cause of the increase in 1977 may be the unusually
harsh winter of 1976-1977 for which these data were reported.

5. Occupancy and Use-Deficiencies

The items reported here reflect poor design and overcrowding. A
bedroom used by three or more persons is a deficiency peculiar to
the use made of the housing, rather than a physical defect in the housing
unit itself; it is, therefore, a defect which is remedied if the

occupants move to a more suitable unit. Another deficiency--bedrooms



Table B~12

Housing Deficiencies:

Kitchen and Heating

1973 - 1977
Occupied Units (millions)
Total* Owners Renters
Item 1973 1975 1977 1973 1975 1977 1973 1975 1977
| . 1.0 0.9
Kitchen incomplete or shared 1/ 1.6 1.4 1.3 0.5 0.4 0.4 1.1
Lacking specified heating .
equipgeﬁieor none 2/ 4.9 4.8 5.2 3.0 3.1 3.3 1.9 1.8 1.9
Heating breakdowns: two .
or moge in 90 days 3/ 1.5 1.3 1.4 0.6 0.5 0.6 0.9 0.8 0.8
i 1 heat sources
Aizzgi:;a 5.5 4.3 5.3 3.1 2.3 3.0 2.5 2.0 2.4
Rooms lacking specified
heat source 4/ 13.1 12.1 11.9 8.7 8.2 8.1 4.4 3.9 3.8
Rooms closed: lack .
sufficient heat 3.3 2.5 3.2 2.0 1.5 1.9 1.3 1.0 1.2

* Units may not add to totals because of rounding

1/ All occupied units

2/ Units occupied previous winter and having only room heaters without flue or vent, fireplaces, stoves,

or portable heaters, or no heat source.

3/ Units occupied the prior winter and with breakdowns during the previous heating season.

4/ Reporting specified heating equipment:

winter,

38.8, 40.3 and 40.6 million owners, 16.0, 14.9, and ;
15.2 million renters in 1973, 1975, and 1977 respectively, occupied these quarters the preceding

6l
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lacking privacy--while reflecting use patterns, arises from the

inadequate design of the unit, which utilizes a bedroom as a passage area.
A change in the use of the present bedroom--to other than bedroom use-=-can
eliminate this deficiency. A more traditional measure of crowding, defined
as more than 1.00 persons per room, has trended steadily downward between
1973 and 1977, from 3.9 to 3.3 million households. More serious crowding
{more than 1.50 persons per room), however, declined from 1973 to 1975 but
remained unchanged in 1977. (See Table B-13.)

D. Undesirable Neighborhood €Conditions

While the quality of the housing stock appears to have improved every
year since 1973, the quality of the environment appears to have declined
in some respects and improved in others, making for a mixed situation. Of
ten neighborhood deficiencies comparably reported in 1973 and 1977,

(table B~l4) only one - odors - appears to have decreased in incidence.
Inadequate street lighting, first reported by 13.8 million households, is
now mentioned by 18.7 million households; this may in part reflect the
energy crunch, and attendant reductions in street lighting. Commercial

or industrial uses were reported by 15.5 million households in 1977
compared to 9.3 million in 1973. Street crime, which rose from 9.1 million
mentions in 1973 to 13.3 million in 1975 declined to 12.7 million in 1977.
Households reporting signs of rats or mice have increased.from 6.8 million
in 1973 to 10.3 million in 1977. The possibility of some relationships

in the reporting of various neighborhood deficiencies is a subject under

investigation.



Table B-13

Occupancy and Use Deficiencies

- 1973~--%977
Occupied Units (millions)
Total* Owners Renters
Item 1973 1975 1977 1973 1975 1977 1973 1975 1977
Bedrooms lacking privacy 1/ 6.4 5.6 5.7 4.0 3.4 3.6 2.4 2.1 2.1
Bedrooms used by three or _
more persons 3.9 3.6 3.5 2.0 1.7 1.5 1.9 1.9 1.9
Crowding
More than 1.00 persons per room 3.9 3.6 3.3 2.1 1.9 1.6 1.7 1.7 1.6
More than 1.50 persons per room 0.9 0.7 0.7 0.4 0.3 0.3 0.5 0.4 0.4

12

* Units may not add to totals because of rounding

1/ For units with two or more bedrooms



Neighborhood Deficiencies:
Specific Undesirable Conditions, 1973-1977

Condition

Airplane noise

Street noise

Heavy traffic

Inadequate street lighting
Street repairs needed
Commercial or industrial uses
Crime

Litter

Odors

Deteriorating housing
Abandoned buildings

Signs of rats or mice

22

Table B-14

Number (millioms)

1973 1975 1977
31.7;/ 11.9 12.7

25.1 23.7
20.1 21.9 21.9
13.8 18.1 18.7
9.8 12.4 13.7
9.3 12.4 15.5
9.1 13.3 12.7
8.5 10.4 12.0
8.0. 6.4 6.5
6.0 6.9 7.6
4.0 5.0 5.2
6.8 7.8 10.3

Occupants Reporting

Net Change

1973 - 1977

NA

NA

+1.8

+4.9

+3.9

+6.2

+3.6

+3.5

+1.6

+1.2

+3.5

1/ Prior to 1975, airplane noise and street noise were not reported separately.

—
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The proportion of households reporting specific undesirable neighborhood
conditions by tenure is shown in Table B~15 for the vyears 1973, 1975, and
1977. The Annual Housing Survey also collects data on the degree of bother-
someness of these conditions., Table B-16 summarizes the proportion of
households reporting each undesirable condition who are bothered to any
degree by the conditon as well as those who are so bothered that they wish
to move. Households wishing to move are also reported as a percentage of
total households.

Households are most bothered by crime (85 percent), litter (83 percent),
odors (79 percent), and streets needing repair (76 percent). The proportions
of owners and renters bothered are similar for most conditions, with the
exceptions of inadequate street lighting which is more bothersome to
renters, and nearby commercial or industrial land uses which bother owners
more.

The presence of neighborhood crime is most likely to cause households
to wish to move (12 percent of households reporting crime), followed by
deterierating housing in the  neighberhood (almost 9 percent), and odors
(8.1 percent). A higher proportion of renters than owners indicated a
desire to move in response to all undesirable conditions (except nearby
commercial or industrial land uses), reflecting in part, perhaps, the

relatively greater mobility of reaters than homeowners.



Table B~15 Percent of Households Reporting Specific Undesirable Neighborhood Conditions

1973, 1975, 1977

Total Owners Renters

1973 1975 1977 3 9 977 1973 1975 1977
Condition
Airplane noise 1/ 16.5% 16.9% 16.8% 17.2% 15.7% 16.4%

45.8% 44.5% 48.1%
Street noise 1/ 34.8 31.6 32.3 29.3 39.2 35.8
Heavy Traffic 30.0 30.3 29.2 26.4 27.7 26.8 33.8 35.1 33.5
Inadequate street lighting 20.0 25.1 25.0 22.6 28.1 28.0 15.3 19.6 19.5
Street repairs needed 14.1 17.2 18.3 15.2 18.7 19.7 12.3 14.4 15.8
Commercial or industrial uses 13.5 17.1 20.7 10.1 12.8 15.1 19.5 25,1 31.0
Crime 13.2 18.5 17.0 11.1 16.2 15.1 17.2 22,6 20.5
Litter 11.4 14.4 16.0 11.0 13.8 15.2 14.7 15.6 17.6
odors 11.6 8.9 8.6 11.4 8.8 8.4 11.9 9.1 8.8
Deteriorating housing 8.7 9.5 10.2 7.5 8.5 9.3 10.7 11.4 11.8
Abandoned buildings 5.8 6.9 7.0 4.9 5.8 5.6 7.4 8.9 9.5
Roads impassable NA 10.7 12.3 NA 11.5 12.9 NA 9.2 11.2
Signs of rats or mice 10.6 11.7 14.8 9.3 10.5 14.1 13.5 14.2 16.4

1/ Prior to 1975, airplane noise and street noise were not reported separately

174



Condition
Airplane noise
Street noise
Heavy traffic

Inadequate street
lighting

Street Repairs
needed

Commercial or
industrial uses

Crime
Litter
Odors

Deteriorating
housing

Abandoned building

Roads impassable

Table B-16 Proportion of Households Bothered by Specific Neighborhood Conditions and
Those Wishing to Move, by Tenure - 1977

% of Households Reporting % of Households Reporting % of Total Households
Undesirable Condition Who Condition wWho Would Like Who Would Like to Move
Are Bothered by Condition to Move Because of Condition Because of Specified Condition
Total Owners Renters Total Owners Renters Total Owners Renters
46.8% 46.4% 47.4 2.3% 1.8% 3.1% 0.4% 0.3% 0.5%
57.2 58.2 55.6 4.9 4.3 6.0 1.6 1.3 2.1
50.9 52.7 48.2 4.3 3.7 5.1 1.2 1.0 1.7
49.1 45.1 59.9 1.8 1.0 3.8 0.4 0.3 0.7
76.3 77.0 74.6 3.8 3.0 5.5 0.7 0.6 0.9
17.2 21.6 13.3 2.0 2.4 1.7 0.4 0.3 0.5
85,1 85.4 84.6 11.8 7.7 17.3 2.0 1.1 3.5
83.4 84.3 82.0 6.6 4.6 9.8 1.0 0.7 1.7
79.2 78.0 81.2 8.1 6.7 10.6 0.7 0.6 0.9
70.5 71.9 68.4 8.5 6.0 12.1 0.9 0.6 1.4
54.9 56.5 53.2 6.2 4.8 7.7 0.4 0.3 0.7
71.7 72.3 70.5 4.6 3.5 6.7 0.6 0.5 0.7

T4
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E. Neighborhood Services

In 1977, nearly 55 percent of all households considered their
neighborhood services to be inadequate in some respect. Included in
the Annual Housing Survey list of neighborhood services are public
transportation, shopping, schools, police protection, hospitals and/or
health clinics, and outdoor recreation facilitiés (see Tables B-17 and
B~18). One additional service, garbage collection, is also included in
the tables, although data on the extent to which households are bothered
by inadequate garbage collection are not available.

Public transportation was cited by the highest proportion of
households (35°percent) as an inadequate neighborhood service, while schools
were reported as inadequate by the lowest proportion of households (4 percent).
This order is reversed when households reporting inadequate neighborhood
services were asked whether the services were so inadequate as to make them
want to move. Almost 16 percent of the households dissatisfied with
the schools, indicated a desire to move from their present neighborhoods
because of inadequate schools. Of the households reporting inadequate
public transportation only slightly over one percent wanted to move because
of inadequate transportation.

Finally, in an overall evaluation of their neighborhoods, 4.9 percent

of the renters and 1.5 percent of the owners considered their neighborhoods

to be poor places to live. All things considered, 8.1 percent of renters

and 4.1 percent of all owners wanted to move. In absolute terms, this includes
some 4.1 million households; about equally divided between owners and renters.
Almost 82 percent of all households rated their neighborhocds as good

or excellent places to live (see Table B<19).
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Table B-17

Neighborhood Services by Tenure, 1975 and 1977

Percent Reporting
Inadequate Service

Total Owners Renters

Service 1975 1977 1975 1977 1975 1976
Any Specified Service 1/ 49.1 54.9 54.2 58.9 39.7 47.5
Public Transportation 36.1 34.7 42,1 40.5 25,3 24.1
Shopping 13.3 12.9 14.6 13.9 10.8 11.0
Schools 3.6 4.4 3.8 4.8 3.1 3.8
Police Protection 8.4 9.2 8.8 9.3 7.8 8.9
Fire Protection 4.3 NA 5.2 NA 2.7 NA
Hospitals or Health

Clinics 11.8 14.7 13.2 15.9 9.4 12.9
Outdoor Recreation NA 23.4 NA 24.2 NA 21.8

No Garbage Collection
Service 14.7 13.9 16.4 15.6 11.5 10.8




Table B~18 - Proportion of Households Bothered by Specific Inadequate Neighborhood Services

Service

Any specified
service

Public
Transportation

Shopping
Schools

Police
Protection

Hospitals or
health clinics

Outdoor recreation

facilities

% of Households Reporting
Inadequate Sexrvice Who Are
Bothered by Inadeguacy

and Those Wishing to Move, by Tenure - 1977

% of Households Reporting
Inadequate Sexvice Who

Would Like to Move

% of Total Households Who
Would Like to Move Because
of Specified Inadequate Service

Total Owners Renters Total Oowners Renters Total Owners Renters
NA NA NA 4.2 2.8 7.5 2.3 1.6 3.5
30.4 27.2 40.1 1.3 0.7 3.0 0.4 0.3 0.7
51.9 46.4 64.8 2.9 1.8 5.6 0.4 0.2 0.6
82.2 83.3 79.7 15.8 13.4 21.6 0.7 0.6 0.8
80.4 78.3 84.5 7.3 4.2 13.4 0.7 0.4 1.2
56.2 55.3 58.4 2.6 1.8 4.6 0.4 0.3 0.6
45.2 41.9 52.0 2.4 1.3 4.8 0.6 0.3 1.0

8¢




Neighborhood Deficiencies:

Opinion

Excellent

Good

Fair

Poor

Not Reported

Poor and want to move
Want to move, all opinions

Reporting

Table B-19

Opinion of Neighborhood, 1975 and 1977

Number of Households (millions)

Percent of Reporting Households

Total Owners Renters Total Owners Renters
1975 1977 1975 1977 1975 1977 1975 1977 1975 1977 1975 1977
25.7 26.2 19.7 20.2 6.0 6.1 35.4 35.0 42,1 41.5 23.4 23.0
33.9 35,1 21.2 22.1 12.7 12.9 46.8 46.9 45.2 45.7 49.5 49.1
10.8 11.6 5.1 5.5 5.7 6.1 1}4.9 15.5 10.9 11.3 22.3 23.1

1.8 2.0 0.7 0.7 1.1 1.3 2.4 2.7 1.4 1.5 4.2 4.9
0.4 0.4 0.2 0.2 0.2 0.2 NA NA NA NA NA NA
1.3 1.0 0.5 0.3 0.8 0.6 1.7 1.3 1.0 0.7 3.1 2.4
8.0 4.1 4.0 2.0 4.0 2.1 11.1 5.5 8.6 4.1 15.7 8.1
72.2 74.8 46.7 48,5 25.5 26.3

6¢
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F. Incidence of Housing and Neighborhood Deficiencies

The quality of America's housing is improving, as indicated by declining
rates of incidence of structural and equipment deficiencies; overcrowding, and
measures of physical deterioration (such as cracks or holes in walls and
ceilings, holes in floors, etc.). Occupied units lacking complete plumbing
facilities for example, dropped 49 percent between 1970 and 1977, from
3,511,000 ynits to 1,805,000 units.

This marked improvement has raised the question of the future useful-
ness of deficient pluimbing and other "disappearing” deficiencies as indicators
of American housing quality. It should be emphasized, however, that
although the overall national incidence of a problem may be low and declining
steadily, the incidence may still be rather high in certain types of
places and among certain subgroups of the population. In the case of plumbing
deficiencies, for example, the national incidence is only 2.4 percent of all
occupied units, while among renters it is 4.2 percent of all occupied units,
Among renters living outside of SMSA's, the incidence climbs to 9.9 percent.
If renters were stratified by income, age, race or other characteristics,
other variations would also become apparent.

Table B~20 summarizes the incidence of selected housing and
neighborhood deficiencies by tenure and SMSA location (SMSA central city,

SMSA outside of central city, and non~SMSA). As the table reveals.
deficiencies tend to occur at a markedly higher rate among renters than
owners, and outside of SMSAs, rather than within them. As between the
central cities, and the SMSA areas outside the central cities, there is
a higher rate of incidence -- in general -- within the central cities,

but the difference is usually not nearly so marked as that between owners



Lack plumbing

Kitchen facilities
none or shared

Over 1.00 persons
per room

Open cracks/holes
in walls/ceilings

Holes in floors

Exposed electrical
wiring

Lack electrical outlets

Water in basement (of
units with basements)

Leaking roof

Rats or mice

Undesirable neighborhood
conditions

Want to move because of

Neighborhood services
inadequate; want to move

Opinion of neighborhood
n Poor"

Table B-20

Incidence of Selected Housing and Environmental Deficiencies, 1977

Percent of Occupied Units with Specified Deficiencies

Owners Renters
IN SMSAs Outside In SMSAs Outside Overall
Central Outside of of Central Outside of of National

All Cities Central Cities SMSAs aAll Cities Central Cities SMSAs Incidence
1.4 0.3 0.7 3.0 4.2 2.6 2.0 9.9 2.4

0.8 0.2 0.3 1.7 3.3 2.8 1.6 6.6 1.7

3.3 3.1 3.0 3.9 6.2 6.6 4.5 7.6 4.4

2.6 3.0 2.0 3.1 9.9 11.3 6.9 11.1 5.2

0.8 0.7 0.6 1.1 3.5 3.7 2.1 5.2 1.8 w
1.0 0.5 0.7 1.6 2.0 1.5 1.2 4.0 1.3

2.3 1.3 1.1 4.4 3.9 2.6 2.2 8.2 2.9
25.4 20.7 24.0 31.4 17.3 13.0 20.6 25.6 22.7
4.8 4.8 4.0 5.9 8.2 7.9 6.7 10.5 6.0
14.1 9.2 10.3 21.5 16.4 16.7 10.0 24.0 14.8
75.1 76.5 75.2 74.0 77.9 80.1 77.0 73.9 76.0

4.0 6.3 4.1 2.6 8.1 10.3 7.6 4.5 5.5

1.6 2.3 1.6 1.3 3.5 4.1 3.3 2.5 2.3

1.5 2.5 1.1 1.3 4.9 7.0 3.3 2.9 2.7
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and renters, and between SMSAs and non~SMSA areas. What emerges clearly
is that a presumably "disappearing" deficiency (when measured against
a national background) may be a persistent problem in certain kinds of

places, or among certain parts of the population.

II. Maintenance and Improvement of the National Housing Stock

A. Expenditures for Maintenance and Repair and Construction
Improvements

Preservation of existing housing and neighborhoods is aided through the
efforts of individual owners, who help prevent the obsolescence of their
housing units through maintenance, repairs, and construction improvements.

Data on expenditures for residential additions, alterations,
maintenance and repairs, and major replacements are available in the

C50 Construction Reports, Residential Alterations and Repairs, prepared

quarterly and annually by the Bureau of the Census. Current data are
available through the first three quarters of 1979. Table B-21 through
B- 23 summarize portions of this data. Annual data on units or properties
receiving maintenance repairs or improvements are not available in this
series.

Total expenditures on maintenance and repair and construction
improvements have increased from $28.2 billion in 1977 to $33.2 billion
in 1978, a rise of almost 18 percent. Expenditures continued to increase in
1979, totalling $27.3.billion in the first three quarters compared to

$25.1 billion in the comparabie 1978 period, an increase of 9 percent.
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Table B-21

Expenditures for Maintenance and Repair and Construction Improvements
By Size of Property and Presence of Owner
19771979 (in Millions of Dollars)

Construction Improvements
Maintenance Major
Total and Repairs Additions Alterations Replacements

All Residential Properties
Annual Data: 1977 28,203 11,344 2,655 8,505 5,699

1978 33,159 12,909 3,713 8,443 8,094
Quarterly Data:
1978 ist Qtr 5,984 2,143 620 1,737 1,484
. 2nd Qtr 9,358 3,549 1,208 2,495 2,106
3rd Qtr 9,718 3,970 1,008 2,366 2,374
1979 1st Qtr 7,089 2,571 493 2,435 1,590
2nd Qtr 9,860 4,152 1,408 2,021 2,279
3rd Qtr 10,394 4,434 614 2,611 2,735
1-4 Unit Properties, Owner-—
Occupied
Annual Data: 1977 20,121 6,223 2,126 7,529 4,243
1978 22,428 6,980 2,880 6,696 5,872
Quarterly Data:
1978 1lst Qtr 3,631 986 521 1,205 919
2nd Qtr 6,240 2,216 667 1,776 1,581
3rd Qtr 6,997 2,156 940 2,118 1,783
1979 lst Qtr 4,806 1,186 477 2,078 1,065
2nd Qtr 6,570 2,322 963 1,502 1,783
3rd Qtr 7,658 2,770 508 2,262 2,118

1-4 Unit Properties, Not
Owner-Occupied and all 5
Or more unit properties

Annual Data: 1977 8,082 5,121 529 976 1,456
1978 10,730 5,929 832 1,747 2,222
Quarterly Data: ‘
1978 1st Qtr 2,354 1,156 100 532 566
Znd Qtr 3,117 1,333 541 719 524
3rd Qtr 2,721 1,814 68 248 591
1979 1st Qtr 2,283 1,385 16 357 525
2nd Qtr 3,288 1,830 444 519 495

3rd Qtr 2,735 1,664 105 349 617
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Of the total expenditures for maintenance and repair and construction
improvements each year, slightly over two-thirds have been for owner-
occupied 1-4 unit properties, with the remaining third spent for rental pro-
perties. (1-4 unit properties not owner-occupied and all five or more unit
properties.)

Expenditures for maintenance and repairs represent current costs for
the upkeep of the property rather than additional investment in the property.
Maintenance and repair expenditures for all residential properties rose almost
14 percent from 1977 to 1978, from $11.3 billion to $12.9 billion. Expenditures
during the first three quarters of 1979 totalled almost $11.2 billion, a fifteen
percent increase over the comparable period in 1978.

Of the $12.9billion in expenditures for maintenance and repairs in
1978, approximately 54 percent were spent on l1-4 unit properties in which the
owner occupied one of the units, with the remainder spent on one to
four unit properties in which the o@er‘did not reside and on all five or
more unit properties. The proportion spent on the owner-occupied 1«4 unit
properties rose slightly to 56 percent in the first three quarters of 1979.

Expenditures for maintenance and repairs increased over 12 percent to
$7.0billion from 1977 to 1978 on the owner-occupied 1-4 unit properties, and
increased almost 16 percent to $5.9 billion on the renter-occupied properties.
In the first three guarters of 1979, expenditures continued to rise in both property
categories over their 1978 level, increasing 17 percent and 13 percent for
the owner and renter occupied properties, respectively.

Of the expenditures in 1978 for maintenance and repairs, approximately
37 percent were for painting. The distribution of the rest of the maintenance

dollar was 12 percent for plumbing, B percent for roofing, 6 percent for
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heating or central air conditioning, 5 percent for siding and 34 percent for
other items such as electrical work, flooring, walks, porches, doors, windows,
etc.

Construction improvements include the types of expenditures which are
considered capital investment in the property and are reflected in
the new construction outlay figures published monthly by the Census Bureau.
Construction improvements in this analysis include additions to residential
structures, alterations within residential structures, and major replacements.
Construction improvements account for about 60 percent of the annual
total expenditures for upkeep and improvement of the existing residential
stock. 1In the report prepared by the Bureau of the Census, another category
is also included, additions and alterations outside.the:residemtial structures.
This category has been omitted since it is comprised of such things as
adding fences, swimming pools, barbeques, patios, walks and driveways,
and other similar structures which do not necessarily preserve the residential
structure itself, although they certainly augment the amenities associated
with the property.

Additions to residential structures include actual enlargement of the
structure by addition of a wing, room, porch, attached garage, basement, etc.
Expenditures on additions jumped 40 percent in 1978 to $3.7 billion
from the 1977 level of $2.7 billion. Expenditures during the first three
quarters of 1979 totaled about $2.5 billion, ©r decrease of 11 percent from

the same period in 1978.
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Of the expenditures for additions in 1978 approximately 78 percent
were for one to four unit properties with the owner present. The remaining
22 percent were for additions to one to four unit properties without the
owner present and all five or more unit properties.

Alterations within residential structures include changes or improvements
made within or on the structure ranging from minor changes to major remodeling.
Expenditures for alterations decreased slightly in 1978, to $8.4 billion.
Expenditures during the first three quarters of 1979 totalled $7.1 billion,

a 7 percent increase from the same period in 1978. (See Table B-21).

Of the $8.4 billion spent on alterations in 1978, about 79 percent was.
for one to four unit properties with the owner present, and
21 percent was for one to four unit properties with the owner not present and
all five or more unit properties.

Major replacements as construction improvements are distinguished from
repair replacements by the specification of a limited list of large
individual expenditures, which generally involve the replacement of an
entire large piece of equipment such as complete furnace, water heater,
bathroom fixtures, entire roof or siding, complete walks or driveway and
similar items. The distinction between major replacements and additions
and alterations is that the replacements generally are not innovations.

Major replacements increased 42 percent in 1978 to $8.1 billion
from $5.7 billion in 1977. Major replacements during the first three
quarters of 1979 totalled $6.6 billion, an 11 percent increase over the

comparable 1978 period. (See Table B-21).
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Of the $8.1° billion spent on major replacements in 1978, approximately
73 percent was for one to four unit properties with the owner present.
The remaining 27 percent was for one to four unit properties without
the owner present and all five or more unit properties.

B, Expenditures by Whether Work Performed by Owner or Contractor

Expenditures for maintenance and repairs and construction improvements
for single-family, owner-occupied properties are reported in Table B-22 by
whether the work was performed by a contractor, by the owner of the property,
or by a combination of the two. Expenditures in this section cannot be
compared to expenditures in Section II-A of this appendix, since these
figures include construction improvements outside residential structures which
were omitted in the previous Section, and also are limited to jobs of $25 or
more.

Expenditures increased 12 percent to $23.6 billion in 1978 over
the 1977 level of $21.0 billion. During the first three quarters of 1979,
expenditures totalled $20.8 billion, a 17 percent increase over the same period
in 1978.

Over the period from 1977-1979 there has been little fluctuation in the
percentage of total expenditures for work done by contractors, owners, or
both. In the range of 66-69 percent of the expenéitures have been for
work performed entirely by contractors, 20~22 percent for work by owners

alone and 10-12 percent for work by a combination of owners and contractors.
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Table B=-22

One Housing Unit Owner Occupied Properties Expenditures
by work Done by Contractor, Owner, or
Combination of Contractor & Owner, for Jobs of $25 or More
1977 - 1979 (amounts in millions of dollars)

Job Done by
Contractor Job Job Done
Supplies Owner Done by Owner/
own Supplies by Contractor
Total Materials Materials Owner Combined
Annually: 1977 231,043 13,076 901 4,646 2,420
1978 23,557 15,495 790 4,854 2,418
Quarterly:
1977: 1st 3 Qtrs 16,368 10,231 737 3,496 1,904
1978: lst 3 Qtrs 17,838 11,635 647 3,730 1,826
2,310

1979: 1st 3 Qtrs 20,820 13,389 972 . 4,149
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C. Average Size of Expenditure per Property in 1-4
Unit Properties and Percent Distribution of
Properties by Size of Expenditures

Average expenditures per property have increased since 1977 rising
from $161 to $178 in 1978 and $193 in 1979. Higher averages in the
last two years reflect, in part, a higher proportion of expenditures
of $1,000 or more. Third quarter data are used for all years (see Table B~23).
Average expenditures for properties with expenditures have also
{ increased from $423 in 1977 to $471 in 1978, but declined slightly to $468 in 1979.
Again, the high in 1978 was due at least in part to an increase in
properties with expenditures of $1,000 or more.
FProm 1977-1979 between 38% and 41% of all properties had expenditures
in the third quarter of each year.
A percentage distribution of properties by size of eipenditures
for properties with expenditures is also shown in Table B-23., In the third
quarters of 1977, 1978, and 1979, 45%, 48% and 41%, respectively, of all
expenditures were less than $100. In 1977, 21 percent of third quarter
expenditures were $500 or more, compared to 20 percent in 1978 and 22 sercent
in 1979,
The median expenditure for properties with expenditures was 5129 in

the third quarter of 1977, dropped to $119 in 1978 and rose to $153 in 1979.
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Table B-23

Expenditures on Residential 1-4 Unit Properties with 1 Unit Owner Occupied for Maintenance
and Repairs and Construction Improvements: by Average Amount Per Property
and Percent Distribution of Properties by Size of Expenditure
1977-1979, Third Quarter Data

Third Quarter 1977 1978 1979

Expenditures per Property
(in dollars)

Average per property $161 $178 $193
Average per property with $423 $471 $468
expenditures

Properties by Presence of
Expenditures (percent Distribution)

All properties 1007 1007 1007%
With no expenditures 62% 62% 597
With expenditures 38% 38% 417%

Properties by Size of Expenditires
for properties with Expenditures
Percent Distribution, Current

Dollars
Less than $10 5 5 5
$ 10 - § 24 11 11 7
$ 25 - 85 49 13 16 12
$ 50 - $$ 99 16 16 17
$100 - $199 16 16 17
$200 - $499 18 16 20
$500 - $999 11 9 10
$1000- or more 10 11 12

Median (dollars) $129 $119 $153
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D. Maintenanee: and Repair - Annual Heusing Survey Data

Another source of information on efforts to preserve the existing

housing stock is the Annual Housing Survey, which reports the number of

improvements or repairs to specified owner-occupied units 1/ that have
occurred during the past 12 months as well as those that are planned
during the next 12 months.
In 1977, there were 38,754,000 specified owner-occupied properties,
of which 13,911,000 received no improvements and 24,332,000 received some
type or types of alterations and repairs. The remaining 511,000 properlies
were not reported. About 14,540,000 of the improved properties had
additions, alteratioﬁs, replacements or repairs costing less than $200,
while 14,413,000 had improvements costing over $200. Of the units with
the expenditures under $200, 242,000 had additions, 3,314,000 had alterations,
2,810,000 had replacements and 11,127,000 had repairs. These components
do not add to the totals since more than one improvement may have been
made to the same property.
Of the units with expenditures over $200, 1,975,000 had additions,
6,166,000 had alterations, 5,588,000 had replacements and 6,568,000 had repairs.
The Annual Housing Survey also collects data on plans for improvements
during the next 12 months. About 19,196,000 owners reported no planned
improvement in 1978, while 16,591,000 4id plan some type of improvements.
Of those planning improvements, 3,988,000 estimated a cost of less than $200,
11,805,000 felt the cost would be greater than $200, and 798,000 did not

estimate the cost.

1/ One-family homes on less than 10 acres and no business on property.
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Federal Programs to Preserve Existing Housing and Neighborhoods

A. Subsidy Programs Using the Existing Housing Stock

Federal subsidy programs are employed to make use of the existing
housing stock, in addition to encouraging new production. In Appendix A,
Section III, subsidies used for the rehabilitation of existing units were
discussed. In fiscal years 1978 through 1931, it is estimated that
143,466 units will have been rehabilitated, including 48,626 units in one
to four unit structures, and 94,840 units in multifamily structures.

Rehabilitation of deteriorated structures in declining neighborhoods
requires widespread community and private sector support and enthusiasm.
Neighborhood conditions, amenities, socioclogical and other human resources,
and the availability of publicly provided services are crucial to successful
rehabilitation. Each community must carefully dovetail rehabilitation
activities with community development and housing assistance plans and
programs formulated and implemented under Title I of the Housing and
Community Development Act of 1977.

In addition to rehabilitation, Federal subsidies have also huen
employed to make use of existing adequate housing. Even though subsidizing
such housing does not help to meet a production target, it does help to
bring decent homes in sound neighborhoods within thg means of many who

otherwise could not afford them and thus satisfies the 1949 housing goal
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of a “decent home and a suitable living environment." Also, such attention
to and positive use of older existing housing often averts impending
deterioration by providing adequate rental income to support maintenance
programs. Thus the useful 1ife of these older, sound units may be
extended. In Appendix A, Section IV, it is estimated that 523,208 existing
units will have been subsidized in fiscal years 1978 through 1981,
365,955 of them through the Section 8 program.

B. Programs for Revitalization of HUD Subsidized Projects

Recent economic conditions, particularly energy costs, have jeopardized
the financial soundness and living conditions of some HUD subsidized
projects. Operating expenses have been rising more rapidly than project
incomes from rents. Often such projects, particularly in inner city
areas, face serious problems of deterioration. Many units have been
abandoned and boarded yp, victims of vandalism and crime. This section
describes efforis underway to deal with these problems.

1. Public Housing Urban Initiatives Program

The purpose of the Public Housing Urban Initiatives program (PHUIP)
is to make a prompt and substantial improvement in conditions in major
"distressed" public housing complexes in the country's major urban areas

to stimulate better management in public housing agencies (PHAs).
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a. Targeted Rehabilitation

The Targeted Rehabilitation component provides special funding
through the HUD Low-Income Public Housing modernization program to PHAs
to finance capital improvements in PHA-owned low-income housing projects,
to upgrade living conditions, correct physical deficiencies and achieve
operating efficiency and economy. The Modernization program as applied
to PHUIP, provides assistance to selected large PHAs with 2,500 or more
units whose substantial physical rehabilitation needs cannot be met
through the normal allocation of modernization funds.

The Management Assistance provision within the Targeted Rehabilitation
component provides special funding of operating subsidy funds to improve
the management capability of the PHA by upgrading management and financial
systems.

b. Project Based Budgeting

This component provides money from HUD operating subsidy funds to
enable selected PHAs (with 1,250 or more PHA low-income housing units)
to develop and implement a project-based budgeting and accounting system--

as steps toward accountable management on a project by project basis.
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{ C. Anti-Crime

The Anti-Crime component involves special funding provided by HUD,
the Department of Justice (Law Enforcement Assistance Administration),
the Department of Labor and other Federal agencies to permit a coordinated
effort to address the security problems of public housing projects through
a mix of physical and hardware design changes, social services, tenant
employment (especially youth), tenant services, and improved PHA management ,
and by strengthening links with local government law enforcement agencies.

d. Urban Partnership

The Urban Partnership component provides funding for innovative
efforts by cities and PHAs to work more cooperatively to improve services
and facilities in the areas in and around public housing projects.

e. Funding

Physical rehabilitation work was financed from special set-asides of
FY 1978 and FY 1979 modernization funds, and management assistance
activities from a special allocation of FY 1978 operating subsidy funds.
Sixty-seven public housing agencies are sharing $264 million dollars for
management assistance/targeted rehabilitation efforts, $5 million of which
was designated specifically for use by selected PHAs to install or

modernize a project-based budgeting system.
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Initial funding for the interagency Anti-Crime component is $30.25
million; the amount provided by HUD is $20 million in Modernization program
Toan authority and $2.25 million from Community Development Block Grant
discretionary funds. The Department of Labor's Youth Community Conservation
and Improvements Project (YCCIP) is providing $8 million. The Law
Enforcement Assistance Administration is providing $340,000 in Victim/Witness
funds and $1 million in Juvenile Justice Program funds. The Alcohol,
Drug Abuse and Mental Health Administration (HEW) is providing $500,000
for the program.

A $2.5 million Urban Partnership component is designed to encourage
city governments to work more cooperatively with public housing agencies
in such ventures as developing neighborhood and commmercial revitalization
activities in project areas.

The Public Housing Urban Initiatives program is a one-time funding
cycle with an anticipated 30-month 1ife span.

2. Modernization Program in Public Housing

The Low-Income Public Housing Modernization program provides funds

to public housing agencies (PHAS) to finance capital improvements to PHA-
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owned, low-income housing projects to upgrade living conditions, correct
physical deficiencies, and achieve operating efficiency and economy.
During Fiscal Year 1978 HUD made available $42.5 million in contract
authority which will finance approximately $494 million in capital
improvements. This funding involved approximately 1,585 PHAs affecting
5,847 projects and 666,000 dwelling units.
Priority for funding was given to the following:
- Work required to comply with federal, state and
local laws relating to health and safety, such as
gas pipeline safety, lead-based paint removal, air
pollution control, and fire protection.
- Work needed to preserve the basic integrity of structure

and systems.

- Work which will result in an immediate and demofistrable
cost savings to PHAs.

- Work which will result in energy conservation, such as
installation of storm doors and windows, piping insulation

and individual checkmeters.
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A major program change in 1978 provided for amortizing modernization
loans over a standard 20 year period. This simplifies financial management
of the program and removes technical impediments to the modernization of
older projects. When the remaining term of the Annual Contributions
Contract is less than 20 years, 2 new modernization program will now
result in extension of contract coverage.

C. Property Disposition Policies

One of the more important problems faced by the bepartment of Housing
and Urban Development continues to be the disposition of acquired single
family properties. In several cities, the number of properties owned by
HUD results in its disposition policies having a significant impact on
neighborhood preservation.

The single family inventory, which peaked at over 78,000 properties
on May 31, 1974, was reduced for each of the 40 subsequent months. FY 1976
saw the largest reduction of any year in the history of this program when
the inventory was reduced by more than 20,300 properties to 45,151 on
hand as of June 30, 1976. The inventory continued to decline through



49
FY's 1977, 1978 and 1979 and is expected to be further reduced, in
1980, to below 20,000 properties. Despite these decreases, the
inventory continues to be concentrated in a relatively few localities,
with the five largest inventory offices having 56 percent of the total

inventory.

At present, one of the most intransigent problems facing the program
is the high rate of occupied conveyances, their management and ultimate
sale. A new proposed rule governing occupied conveyance was published in
the Federal Register on April 20, 1979. It is anticipated that the
resulting final rule and the implementing handbook instructions will
reduce, in FYs 1980 and 1981, the number of acquired home properties
conveyed occupied.

Current activities underway to maintain a high level of sales of
acquired properties include:

1. Offering single family properties for sale in such a manner
as to ensure the maximum return to the mortgage insurance funds
consistent with the need to preserve and maintain urban
residential areas and communities.

2. Making sales offerings through use of formal Planned Program
Approaches so that disposition efforts will be on a well
organized and planned basis.

3. Emphasis on programming properties for repair,
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4. Increasing the pumber of direct sales of HUD-owned
properties to.tenants gnd repurchases by former mortgagors,
utilizing a lease with option to buy program when appropriaté.

5. Enhancing sales by improving techniques for the management
of properties including the utilization of a home project
management concept and an increased involvement of community
based organizations such as Neighborhood Housing Services.

6. Making more extensive use of the Section 245 Graduated
payment Mortgage program in areas where appropriate.

7. Accelerating the sale of vacant lots.

8. Transfer of properties to localities under the Urban
Homesteading program.

9. Promotion of minority business enterprise participation
in both the repair, management and sale of acquired properties
through an affirmative minority goals and marketing program.

D. Non-Subsidized Program for Home Improvement

The FHA Title I Home Improvement program insures loans made by
financial institutions to homeowners for home improvements. At the end of
December 1978, appro%imate]y 10,000 financial institutions were active in
this program. During calendar year 1978, 349,209 joans were made, up o6
percent from 1977. The number of loans made in 1379 was 2 percent less
than for 1973. The estimated total net proceeds of outstanding loans at

the end of calendar year 1978 was approximately $3.4 billion.

The Housing and Community Development Act of 1977 provides the
Secretary with discretion in setting the interest rate, which is presently
14 percent. The maximum dollar amount for a loan to improve a one-family
house is $15,000; the maximum term of the loan is 15 years. Mobile homes

are now eligible for insurance under Title I.
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E. Programs for .Rehabilitation, Conservation, and Neighborhood Preservation

Activities to support the efforts of localities to preserve and improve
neighborhoods fall into four main categories: (1) rehabilitation under
the Community Development Block Grant (CDBG) Program, (2) activities under
the rehabilitation loan program authorized by Section 312, (3) activities
under the Urban Homesteading Program, and (4) support of neighborhood

development organizations.

1. Community Development Block Grant Program

The Community Development Block Grant legislation 1ists eight specific
national objectives. Though many of the objectives overlap in intent,
and many of the activities undertaken by cities to achieve their goals
affect several objectives, the general pattern for the past five
program years reveals the greatest concentration of funds in activities
related to the elimination of slums and blight, followed by land
resource use, conservation and expansion of the housing stock, economic
development, improvement of community services, elimination of detri-

mental conditions, and historic preservation.

Most changes in funding levels across program years have been relatively
small. The most noticeable changes in recent program years reflect a
decrease of about 6 percent in the proportion of funds allocated for

the elimination of slums and blight (42.4 percent to 36.8 percent) and

a significant increase in funds allocated for the conservation and

expansion of the housing stock (15.6 percent to 31.0 percent).
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Among the various strategies pursued, neighborhood preservation has
grown steadily over the 1ife of the CDBG program to the point that it
now represents the dominant strategy. Between 1975 and 1979, the
percentage of dollars devoted to this strategy has almost doubled.

In 1975, the initial year of the CDBG program, entitlement cities
budgeted 21.3 percent of their project funds to preservation. By
1979, the fifth year of the program, the percentage increased to
40.0.

Most of the remaining CDBG project resources go to neighborhood develop-
ment, general development, and economic development. Taken together
these strategies account for about 50 percent of all 1979 project

funds, with each garnering about 16 percent.

The individual CDBG activity that now accounts for the greatest
investment is housing rehabilitation. As of 1979, entitlement cities
were budgeting over 30 percent to rehabilitation. Since the beginning
of the program, approximately $2.5 billion of CDBG funds have been
allocated by recipients to rehabilitation. If the national average

of $4,000 per unit (CDBG rehabilitation costs) were applied to the
total rehabilitation dollars, the gross number of units rehabilitated

by CDBG funds would approach approximately 613,000.

There are several reasons which explain the emergence of neighborhood

preservation and housing rehabilitation as the dominant themes in the
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CDBG program. First, as a result of both the successes-and problems
with urban renewal, cities were searching for new avenues. Second,
the citywide citizen participation requirements of CDBG made it
necessary for cities to adopt strategies and activities that could be
used in a variety of city areas. Third, cities wanted a strategy

that would conserve existing resources.
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2. Section 312 Rehabilitation Loans

Section 312 of the Housing Act of 1964, as amended, provides for
direct, low-interest, Federal loans to property owners and tenants for
the rehabilitation of residential, nonresidential, and mixed-use properties.
The loans are made at 3 percent interest and have a 20-year maximum term.
The maximum loan amount for residential properties is $27,000 per dwelling
unit and the maximum Toan amount is $100,000 per property for nonresidential
loans. Priority is given to applications from low- and moderate-income persons.
The purpose of the residential loans made under Section 312 is to
enable low- and moderate-income persons to improve their homes, to bring
the houses up to local standards and to promote property rehabilitation
in designated areas of the community. Localities administer the Section
312 program to achieve their local revitalization objectives in these
designated areas.
Initially loans under Section 312 were a part of a locality's urban
renewal or concentrated code enforcement program aimed at bringing
properties up to local code requirements. Since the enactment of the
Housing and Community Development Act of 1974, a major use of Section 312
loans has been as a complement to local property rehabilitation programs

funded by the Community Development Block Grant programs.



55

During fiscal year 1979, $288 million was available by apportionment
for Section 312 loans. Of that amount, $234 million was reserved
during the year with obligations of nearly $225 million representing
11,429 loans and approximately 15,425 dwelling units.

From the beginning of the program (1965) a total of $546,357,000 in
loans funds had been reserved as of September 30, 1978. This represents
approximately 63,933 loans and about 95,900 dwelling units.
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3. Urban Homesteading Program

The Urban Homesteading Program offers another means of encouraging
localities to preserve urban neighborhoods. This program, begun in
1975 as a demonstration, became an operating program when regulations
were published in December 1978. It is administered by the Urban
Homesteading Division in the Office of Community Planning and Develop-
ment (CPD).

In this program, HUD provides properties to units of local
government whose urban homesteading plans have been approved by the
Department. The cities subsequently select homesteaders and convey
the properties, without substantial compensation,to these homesteaders
with certain conditions which include that the homesteader must:

- Bring the property to minimum health and safety

standards prior to occupancy;

- After occupancy, bring the property to local code standards

within 18 months; and |
- Occupy the property for a minimum of three years.
At the end of this three-year period, if all conditions are met, the
homesteader gets title to the property. Thus, the urban homesteading
program allows families or individuals who are in need of housing to
acquire homes for basically the cost of rehabilitation. The use of self-
help ("sweat equity") is encouraged.

The Urban Homesteading Program, authorized by Section 810 of
the Housing and Community Development Act of 1974, permits the

Secretary of the Department of Housing and Urban Development (HUD)
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to transfer - without payment - one- to four-unit HUD-owned properties
to units of local government, states or their designated public
agencies, for use in urban homesteading programs.

When the demonstration phase began, twenty-six cities were
selected from the "First-Round" group of applicants; following
encouraging results in these localities, another sixteen were
selected in 1977 from a "Second-Round" group. From the outset,
Section 312 Rehabilitation Loan funds were made available to parti-
cipating localities to help support rehabilitation costs. In

addition, participation of local financial institutions and

complementary use of other HUD funds wereencouraged. The entire
"Demonstration" group of thirty-nine localities used $29.9 million
in Section 810 funds and $30 million in Section 312 loans.

As of September 1970, an additional thirty-three localities
had entered the program, bringing the total to seventy-two. Several

of the participating localities are counties. 3,542 properties had

been conveyed to homesteaders in these localities. In addition to

using HUD-owned properties for homesteading, localities are encouraged

to homestead locally-owned properties. HUD will continue to provide
Section 312 Tow interest rehabilitation loan funds to communities in
support of their homesteading efforts. The Section 312 loans can be made
‘to recipients of HUD-owned properties, locally-owned properties and/or

other eligible residents of the homesteading program area.
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For Fiscal Year 1980, $19,964,000 in Section 312 Rehabilitation
Loan funds have been allocated to the Urban Homesteading Program, and
$12,525,000 in Section 810 funds. The related program target is the
transfer of approximately 1,500 properties.

Section 106 of the Housing and Community Development Amendments
of December 1979 authorized the use of Section 810,£unds;tovtransfer properties
from the Veterans Administration and the Farmers Home Administration

of the Department of Agriculture to local homestead programs.
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4. Housing Assistance Plans

The 1977 Housing and Community Development Act strengthened the
coordination requirements for implementation of the Community Development
Block Grant Program and the Housing Assistance Programs. The primary
mechanism to accomplish this objective is the Housing Assistance Plan
(HAP) which is a precondition for approval of an entitlement or a
discretionary Community Development Block Grant. The HAP includes the
locality's own perceptions of its housing conditions, the needs for
housing assistance among its lower income households, its goals to obtain
housing assistance to meet these needs from federal, state and local resources,
as well as indicating where such housing is to be located. HUD is directed to
deliver its housing assistance resources to communities according to the
preferences and strategies expressed in their HAP's. This includes providing
the assistance in proportion to the local needs for elderly, small family
and large family housing and according to the HAP development method

preferences for new, rehabilitated or existing units.
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Summaries of the HAP's of CDBG entitled recipients cover a total
available housing stock of 37.5 million units. The communities report
7.8 million lower income families and elderly persons in need of housing
assistance roughly ejuivalent to 21 percent of all their households.
Goals are established to assist 1.6 million of the families within three
years, a full 21 percent of total need. There is a significant amount of
reliance on rehabilitation as a strategy to achieve their goals. About
4.8 million units are reported as suitable for rehabilitation of which
cities plan to rehabilitate nearly 500 thousand. The HAP's also show
efforts by communities to achieve spatial deconcentration of low-income
families. In particular, urban counties indicate that 16 percent of
their low-income housing needs are due to families expected to reside in
these communities as a result of existing or planned employment opportunities.
The fiscal year 1978 goal for lower income housing assistance was to assist
622,000 households, of which 242,000 involved the rehabilitation of

existing units.
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The Assistant Secretary for Housing has established procedures to
allocate funds to communities on the basis of approved HAP's. If proposals
are submitted for funding which are inconsistent with the HAP, the
community has the right to veto such proposals. Conversely,
if a community refuses to accept assisted housing consistent
with the HAP it submitted to HUD, and makes no progress toward
meeting its housing goals, this is grounds for the Secretary to disapprove
its Community Development Block Grant.

F. Community Conservation Research

Community Conservation Research examines neighborhood change and
designs and tests intervention techniques to stabilize and preserve
neighborhoods. This work broadens understandina af the causes, processes
and consequences of neighborhod change. It has the objective of developing
appropriate and effective public policies for neighborhood stabilization.
Among the priority questions are: (1) what factors lead to spontaneous
reinvestment in urban neighborhoods; (2) what is the impact of demographic
changes in the population, and the relationship of new suburban construction
to the stability of inner-city neighborhoods; (3) what are the effects of
reinvestment on the displacement of resident population; (4) what leve!l
and intensity of public programs are required to stabilize declining
areas; and, (5) what is the leveraging potential of various forms of

government assistance to stimulate matching private investment.
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G. Neighborhood Development Organizations

The HUD Office of Neighborhood Development was created in 1977 to
develop programs "to increase the capacity of neighborhood -
organjzations to plan and participate in neighborhood revitalization
activfties.“ Resources of $5,000,000 from the 1978 Community Development
Block Grant (CDBG) Discretionary Fund and $1,000,000 from 1978 HUD research
funds were made available to identify and meet the capacity-building needs
of neighborhood organizations.

Neighborhood organizations, in order to fully participate in
neighborhood revitalization activities, require a minimum of three resources:

- direct funding (particularly for those organizations which have a

capability to plan and implement revitalization projects);

- training/technical assistance (particularly for those organizations

which attempt to achieve a development capability as well as
development organizations which grow as their projects increase);

- information assistance (particularly for those organizations which

are newly formed, advocacy-oriented, or seeking enough information
to determine other technical assistance and funding needs).
The total of $6,000,000 was used to meet the above needs in the foTlowing\yays:

1. Direct Funding:

~ Contracts were awarded to 21 neighborhood
development organizations to develop specific local community
development projects; Each oréanization also provided technical
assistance fe1ated to pacéaging déveIopment projects to two
other organizations. Therefore, 63 organizations were directly

supported by this effort which totalled $2.5 mill{on:
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Under HUD's interagency agreement with the Department

of Labor's Youth Community Conservation Improvement Project
(YCCIP), DOL transferred over $8,000,000 to HUD to fund, support
and evaluate 10 neighborhood development organizations which
utilize CETA/YCCIP resources to employ neighborhood youth

into the organizations' development and rehabilitation projects;
Four neighborhood rehabilitation demonstration projects were
supported with $350,000 in funding, whereby a neighboor-based-
non-profit organization, in conjunction with the local government,
would implement rehab programs which utilize self-help and sweat-
equity strategies and which preserve housing for low income
neighborhood residents.

2. 'Training and Technical Assistance:

Increased participation of neighborhood and minority groups in

HUD's Community Development Program was sought through contracts with

five national civil rights organizations, eleven national neighborhood

and minority coalitions and three regional centers. The contracts provide

technical assistance and information services to approximately 5,000

non-profit organizations and local government officials. The organizations

prepare guidebooks and training manuals for recipients of technical

assistance, and sponsor workshops and conferences, and are becoming

recognized as technical assistance resource providers;
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Training contracts were awarded to provide organizatignal development
services to neighborhood organizations including: management assistance,
financial administration and planning, and resource mobilization. The
training and technical assistance initiatives totalled nearly $3,000,000.

Information Assistance: Based on an information needs assessment

of neighborhood organizations to determine the types of written materials
which would be most useful, technical handbooks are being prepared on

such topics as self-help activities, neighborhod commercial revitalization,
neighborhood planning, and fund-raising. A Neighborhood Information
Sharing Exchange (NISE) was created to enable neighborhood organizations

to exchange know-how with each other on a variety of activities.

ALERT memos on HUD and other federal programs which may be of interest to

neighborhood organizations are prepared on a regular basis.
The new Neighborhood Self-Help Development program, with $15 million

in appropriations for FY 1979 and FY 1980, will assist neighborhood
organizations, through grants and other forms of assistance, to

increase their capacity to effectively plan, finance, package and

manage various housing, community and economic development projects

which result in the revitalization of low and moderate income neigh-
borhoods and which directly benefit the residents of those neighbor-
hoods. The intent of the program is to encourage and support such programs
which are identified and developed by neighborhood organizations,

which are in the best ‘position to determine those projects most
appropriate to satisfy their neighborhood revitalization needs.

The program will also provide assistance to neighborhood organizations

to work with the public and private sectors to prepare and

implement projects. Certification by the unit of general local government

is required for each project being proposed by neighborhood organizations.



- ——— "

65

H. Farmers Home Administration Repair and

Rehabilitation of Existing Housing Stock

Faxwers Home Administration (FmHA) has a number of housing programs that
can be used to finance repair and rehabilitation of existing housing. The
‘Section 502 rural housing loan (home ownership) and Section 50l very low
income loan and grant repair programs are regularly used for this purpose.

The Section 515 rural rental housing loan program is new construction oriented
and only occassionally used to acquire and rehabilitate existing stock.

Section 502 loans are made to low and moderate income families who are
unable to obtain credit elsewhere. The loans bear a market rate, but may be
subsidized to as low as one percent, and are amortized over a period of up
to 33 years. They may be used to build, purchase, enlarge, repair, and
rehabilitate housing, purchase a minimum adequate site and refinance debts
under limited circumstances. 502 finance housing must meet minimum property
standards.

Section 504 loans are extended to those with incomes too low to qualify
for a 502 loan and are payable in up to 20 years at one percent interest.

The loans are used to eliminate health and safety hazards, and the dwellings
need not necessarily meet minimum property standards. The limit for combination
of loans and grants of $5,000 was increased to‘$7,500 by the Housing and
Community Development Amendments of 1979.

Section 504 grants are presently only available to the elderly, and are
so restricted by appropriations legislation. They are used to supplement
loan carrying ability. The revised legislation permits a combination of loan

and grant to total $7,500, but grants may not exceed $5,000.
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Table B-24 shows the number of units affected and the dollar amounts
involved in these programs in FY 1979,
A proposed new Section 530 will permit housing authorities and other
public agencies or organization to purchase and rehabilitate deteriorating
or substandard housing as a means for maintaining neighborhoods in rural
towns and communities, and reselling such housing to low and moderate

income purchasers eligible for loans under Section 502 of this title.
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Table B-24
FY 1979 Une {or Repair and Rehabilitation

: Non-Repair + Amount of Loans
Prograu H Unilo : Portion of Loans : for liepairs
Seotion 502 :
Purchase/w minor :
repair : 7,960 $205,119,000 $10,752,000
Purchase/w rehab 10,092 252, 714,000 19,493,000
Repair only 1,463 — 13,818,000
Rehadb only : 2,033 —_ 18,904,000
Refinance/w repair: 100 1,866,000 388,000
Refinance/w rehab 115 1,736,000 736,000
502 TOTAL 21,763 61,435,000 $64,041,000
Section 504 loans : 5,651 — $14,710,250
Section 504 grants: 6,842 — 18,999,980
50l TOTAL P 1209 - _$33,710,2%0
Section 515 loans :
Purchase & rehab : Not available $1,397,000 Includes repair & purcha
Rehab only x 227 - $5,255,000
TOTALS ) $462,632,000  $103,006,230
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I. Federal Home Loan Bank Board Community Investment Fund

The President and the Federal Home Loan Bank Board announ-

ced the establishment of the five-year $10 billion Community Investment Fund (CIF) on
June 8. 1978, as part of the goal to tuily utilize existing thrift

industry leadership, capacities, and resources in meeting community investment and

development challenges while avoiding unsound loans.

The Fund serves as a financial catalyst to encourage savings and loan associations to
increase their lending in older communities, both
large and small. It is distributed locally by the 12 District Federal Home Loan Banks in
the form of advances, using no tax dollars. Money for the Fund is raised in the
private financial markets using the normal borrowing procedures of the Federal Home
Loan Bank System. Interest rates on these specially- priced CIF advances are % of one
percent below the estimated cost of funds to the Bank System of issuing new consolidated
obligations of comparable maturities. The entire cost of the Fund is absorbed by the

12 Federal Home Loan Banks.

The Fund will assist member institutions which make snecial lnans
to preserve or revitalize older urban and rural communities. In the first
eight months of operation, members receiving these specially nriced
advances demonstrated an existing and continuina commitment to
affirmative lending in older communities and targeted lendina ta Tow-and moderate-

income residents.
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Each District Federal Home Loan Bank administers the
program under broad guidelines established by the Bank Board.
In order to be eligible, each member institution's lending and
investment strategies are evaluated for the following characteris-
tiecs: (1) a qualified urban or community lending specialist or
team devoting a substantial amount of time to innovative programs;
(2) an active loan marketing program targeted to mature communi-
ties with reasonable emphasis on low- to moderate-cost housing;
(3) a financial counseling program for assisting low- to moderate-
income homebuyers; and (4) a demonstrated commitment to participate
in government or privately sponsored programs aimed aﬁ community
preservation or revitalizatia n.

As of December 1979, some 910 associations had outstanding
advances and commitments totalling $3,053 billion, compared to
the 422 member associations who had received $1.26 billion as of

February 1979.
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Nearly one-third of all associations drawing advances from the
Federal Home Loan Bank System also use the CIF. This number also represents
21.4% of the total 4,245 associations that comprise the Bank System.

The predominant users of the CIF are associations whose assets are
$500 million andunder (or 87%). Specifically, these can be broken down
so that of the 910 CIF participants:

419 associations have assets of under $100 million
245 associations have assets of between $100- and $250 million
127 associations have assets of between $250- and $500 million
119 associationshave assets more than $500 million

The numberof minority-managed association members utilizing the CIF
has also risen since February. Presently 44 of the nation’s 77 minority-
managed thrifts (or 57.1%), have received advances or commitments, as
compared with 25 (or 32.5%) associations then.

Fundamental to the concept of community investment is the process of
private financial institutions becoming partners with local, state and
Federal government and community organizations. In the present era of
tight money and limited resources, the CIF can assist public/private
partnerships leverage public dollars. Acting as a catalyst, the Fund has
helped to institutionalize the role of private financial institutions as
an active partner in local community imvestment efforts.

Many associations and mutual savings :banks (approximately 31% of those
using CIF) have entered into parteership to develop and implement first mortgage
and/or rehabilitation programs, using a combination of Department of .

Housing and Urban Development (HUD) Community Development Block Grants and/or
Urban Development Action Grants to finance extensive development and
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revitalization strategies. There are also numerous private partnership efforts

(22%). State housing agency programs are being used by 24% of the CIF
participants.

In addition, 56% of these CIF participants have utilized CIF funds
to establish home loan counseling programs. The‘programs are directed to
prospective home buyers of varying income groups. They offer free advice,
budget counseling and referrals to lender consortiums for possible
permanent financing.

Rural lending initiatives have received a boost from 15% of the CIF
participating thrift institutions which have implemented unique marketing
efforts directed to residents of sparsely populated areas.

Some of the many creative efforts which have directed or stimulated
revitalization are participating in HUD subsidized hdusing, for example,
Section 8 and 235 (45%), Neighborhood Reinvestment Corporation programs
(36%), below market pass-through programs (11%), special efforts targeted
to low- to moderate-incame neighborhoods (31%), and affirmative marketing

programs. (74%).

The 416 associations which have passed an anniversary date
between the inception of the program and December 1979 report
that 104,510 housing units have been financed by nearly $3.3 billiony
thereby leveraging approximately $1 billion in CIF advances for these
advances for these associations at a ratio of approximately
3 to 1. 1In addition, 356 of the 416 assoeiationskmnni§or6d -
have community lending specialists, 336 now -have affirmative marketing
programs and 279 have “developed counseling programs which have

counseled approximately . 39,000 applicants.
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J. National Consumer Cooperative Bank

The National Consumer Cooperative Bank was signed into law by President
Carter on August 20, 1978 and is a mixed ownership government corporation.
The Bank is designed to provide financial and technical assistancé to
organizations chartered or operated on a cooperative, not-for-profit
basis to produce or furnish goods, services, or facilities for its members
as consumers. The Office of Self-Help Development and Technical Assistance
will provide special services and capital investment advances to eligible
cooperatives that provide such goods, services, and facilities, with
special attention to those that serve low and moderate income persons.

In late 1978, the Administration established an Interagency Task
Force to prepare recommendations for operation of the Bank and the Office.
This group completed its work in July 1979, and in September 1979, the 13-
member Board of Directors was confirmed by the Senate. TheBoard is
composed of private citizens with cooperative experience, and representatives
of federal agencies. The Bank is designed to become a totally private
instrumentality as cooperatively-owned businesses purchase stock.

In 1980, the Bank conducted public meetings in 14 locations throughout
the country to obtain public comments on its proposed policies. It is
anticipated that the Bank will make its first loans in the Spring of 1980.

The Bank's 1980 Budget is $74 million as passed by the Congress on
October 24, 1979. This, of course, is in the form of a loan from the U.S.
Treasury which must be repaid. Of the tota1, $40.05 million is for loans;
$17 million for Self-Help Development Fund advances; and $7.95 million

for Technical Assistance and Administation.



73

The Budget for FY 81, as presented to the Congress in January 1980,
includes an additional request for approximately 8174 million.

Commencing on October 1, 1983, the Bank cannot make any loan to a
cooperative for the purposes of financing the constfuctidn, ownership,
acquisition, or improvement of any structure used primarily for residential
purposes, if the aggregate amount of all loans outstanding for such
purpose would exceed 30 percent of the gross assets of the Bank.

In addition, the bank will make its best efforts to insure that at
the end of each fiscal year at least 35 percent of ‘its - outstanding
loans are to cooperatives composed of low income persons or serving low-

income persons.
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Appendix C

Non-financial Resources for Housing Produgtion

Manpower
A. Ewmployment Requirements

Residential construction activity in 1978 continued the strong
pace set in 1977, creating requirements for 856,200
full-time equivalent jobs——only about 8,000 below the number
genérated in 1977. Nonresidential building construction,
particularly industrial projects, rebounded in 1978, pushing labor
requirements in fhis sector to 1,390,600 nearly 54,000 full-time
equivalent - jobs above the 1977 level of 1,337,000. As a result,
demand for on-site labor in the construction industry increased
between 1977 and 197§ by approximately 46,000 full-time equivalent
jobs, ffom 2.2 nillion to 2.25 million. (See table C-1).

The fast pace of residentiél construction continued for the first 3
quarters of 1979, but slowed abruptly during the final quarter, reducing
the number of full-time equivalent jobs during the year to 713,000--a
decline of about 145,000 from the previous year. Nonresidential
construction, however, continued the strong pace set in 1978 and required
nearly 1,414,000 full-time equivalent jobs, an increase of about 25,000.
(See table C~1.)

The downward trend in residential construction begun in late
1979 is expected to continue into 1980. Housing activity is

expected to be adversely affected by interest rates, which rose



Table C-1

Estimated On-Site Employment Requirements
for New Construction, Calendar Years 1977-80
(In thousands of year-long jobs Ej)

1977 1978 1979 1980
Low High
Total new conitruction /2,201 2,246.8 2,126.7 | 1,814.5| 1,931.2
Residential ~ 864 856.2 712.7 s34.4]  612.0
1 to 4 family units ; 744 721.8 586.6 642.4|  497.2
5 or more family units ""/_ " 1120 134.4 '126.1 92.0 114.8
Nonresidential construction - 1,337 1,390.6 ’1,414.0 1,280.1{ 1,319.2
Addenda: Annual pefcent change in jobs
Total 2.1 -5.3 | -14.7 | - 9.2
Residential construction 'Ofg‘ ~-16.8 ~25.0 ~14.1
Nonresidential construction 4.0 1.7 - 9,5 - 6.7

3/ 1Includes publicly owned units.

productivity and jobs data.

1/ Year-long jobs calculated at 1,800 hours.
gj Excludes nonhousekeeping units, additions and alterations, and mobile homes.
Subsidized units and rehabilitated units are assumed to be zero.

4/ Torecast based on Data Resources Incorporated projections and Bureau of Labor Statistics




sharply in the last quarter of 1979, and by the uncertainty of
economic conditions. Since there are different views, however,
regarding the extent of the anticipated deéline in residential
construction, alternatives were developed to illustrate the impact
of low and high estimates of housing starts for 1980. The
alternative projections of housing starts are expected to generate

between 535,000 and 612,000 full-time equivalent jobs, a number

significantly below 1979 when housing starts generated 713,000 .

full-time equivalent jobs.

Like residential construction, nonresidential construction 1is
expected to be adversely affected by high interest rates and
uncertainty of economic conditions—particularly the cost of fuel;

during 1980, a decline of 95,000 to 135,000 full-time equivalent
jobs is expected. 1/

Thus, projected total on—site employment requirements under
the low and high estimates range from-1.82 to 1.93 -illion full-time
equivalent jobs, down from 3.13 millfen in 1979, These estimates
along with estimates’of the occupational distribution of
construction requirements are shown in table c-2. |

Between 1977 and 1978, total on-site job‘requirenentc'in new

construction changed 1ittle among the selected crafts studied

1/ The projections of nonre . '

1, sidential construction activity are
consistent with Data Resources Incorporated projections (November
1979 version), combined with estimates by the Bureau of Labor

S;atistics for productivity and historical data on value put in
place.
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Table C-2

Estimated On-Site Employment Requirements
for New Construction, Calendar Years 1977-80

(In thousands of year-long jobs j_/)

11977 1978 1979 1980 Percent changes
1977~ 1978~ 197980
Low High 1978 1979 Low High
Total new constructiont
All occupations 2,201 2,247 2,127 1,815 1,931 2,1 -5.3 ~14,7 ~9,2
Scelected trades 1.023 1,029 968 806 865 0.6 -5.9 ~-16.7 ~10.6
Brickinyers 105 107 99 83 89 11.9 ~7.5° ~16.2 210.1
Carpenters 391 389 358 280 307 -0.51 =-8,0. ~21.8 ~14,2
Cement finishere : 46 45 41 36 39 -2, 2 =8,9] -12.2 4.9
Electriclans 117 119 117 102 107 i VAR R B -12.8 ~-8.5
Operating engineers - 139 142 142 127 132 2.9 - ~10.6 ~7.0
Palntets 87 84 75 59 66 3.5 =10,7, -21.3 , -12.9
Plumbers and pipefitters 139 143 136 119 125 2.91 ~4.5 -12.5 ~B.1
All othars ) 1.179 1,218 1,159 1,009 1,066 3.3 -4 .8 -12.9 ~8.0
Resldenttial:
All occupations | 864 856 713 534 612 |-0.9 | -16.8 -25.0 -14.1
Selected trades aus 482 401 301 345 =1.4# <16,8 ~24.9 ~14.0
Bricklayers 50 .50 41 31 35 -1 =18,0" ~24.4 ~14.6
Carpenters , 253 250 207 155 178 -1.21=-17.2 ~25.1 -14.0
Cement finishers 23 21 17 13 15 -&.7 {,=139.0 -23.5 ~11.8
Electriclans 34 33 29 21 24 -2:9 | ~12.1: ~27.9 ~17.2
Operating engineers 19 15 12 9 11 - -20.0 ~-25.0 ~8.3
Palaters (K] 62 52 39 45 =1i.0 I'=lb. 1" ~25.0 ~13.5
Plumbers and pipefitters >l 51 43 33 37 e -15,7 ¢ ~23.3 ~14.0
AlT others 375 374 312 233 267 1=0:3 1 -16.6 -25.3 ~14.,4
Nonrestidentlal: ‘
All occupations 1,337 | 1,301 1,414 1,280 1,319 4,0 |- 1.7 -9.5 -6.7
Selected trades 534 547 567 505 520 3.4 3.7 . -10.9 -3.6
Bricklayers [ 57 58 52 54 3.6 1.8 -10.3 6.9
Carpenters 138 139 151 125 129 0.7 |+% 8.6 -17.2 ~14.6
Cement finishers 23 24 24 23 24 4.3 - -4.2 -
Electriclans 83 86 88 81 83 3.6 . 2,3 -8.0 -5.7
Operating engineers . 123 127 130 ] 118 121 I35 2.4 ~9.2 | -6.9
Painters 24 22 23 20 21 - .3 4.2 -13.0 ~8,7
Plumbers and pipefitters g 92 93 86 88 Ga 1.1l ~-7.5 ~5.4
Al} others 803 844 847 115 199 5.1 X -8.5 -5.7

1/ Year-long jobs calculated st 1,800 hours.

Source: Bureau of Labor Statistics
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ranging from a decline of 3.4 percent for painters to an increase of
3.3 percent for plumbers and pipefitters. Requirements by type of
construction, however, differed significantly. In residential building,
all trades, except for bricklayers, operating engineers, and plumbers
who recorded no change, experienced declines ranging from 0.3 percent to
8.7 percent. In nonresidential construction, all trades, except for

painters who declined 8 percent, increased by an average of 3.6 percent.

During 1979, the number of full-time jobs among selected craft
occupations in residential construction declined markedly--an
average of 17 percent. Electricians, who recorded a drop of 12
percent, were affected least. In contrast, all trades in
nonresidential construction, except for éement finishers who were
unchanged, experienced job increases averaging nearly 2 percent.
The largest change in this sector was for carpenters, which

increased by 9 percent. (See table C-2.).

On~site job requirements in residential construction for
selected craft oécupations are expected to decline from 8 to 28
percent. Similiar declines, ranging from 5 to 17 percent, are
expected in nonresidential construction.

For 1980, the demand for 1,815,000 to 1,930,000 full-time
equivalent jobs in residential and nonresidential construction could
create jobs for as many as 2.1 million workers--significantly below
the 2.3 million construction workers who found employment in

1979. 2/ With prospects of an overall decline in demand for on-site

2/ The calculations for the number of workers reflect average hours
worked per week. These data, taken from the Current Population
Survey, indicate that the ratio of all workers to full-time workers
‘is about 1.1 to 1.
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labor, an increase in unemployment of construction
workers=~partlcularly in housing--may result. The level of
unemployment, however, 1s uncertain because construction workers
possess skills which are transferrable to jobs in other industries.
Because of the reduced demand for counstruction craft workers, labor
shortages that occasionally disrupt bullding on a regional basis are

expected to be limited.



7

B. Wage-rate Increases in the Construction Industry, 1978 and 1979

Employment pressures appeared to be stronger than price
pressures in the construction industry during 1978, and had a
dampening effect on wages in the industry. Thus, while hourly
wages for construction workers remained among the highest in the
nation, there was little change in the size of wage increases for
those workers over what they had received the previous year. 1In
most cases these increases failed to keep pace with increases in

the cost of 1living.

Following three yvars of stability in the size of sectlements, average
wage-rate gains in major construction industr; labor agrcements accelerated
during 19?9; Most significant among the factors that contrjbuted to this
development were the continued downward trend in the uncmployment rate in
the industry, and the increased rate of inflation as measured by the Consumer
Price Index.

Employment in the construction industry was up during 1978,

but the unemployment rate, though reaching its lowest point since
1974 by dropping to 9.2 percent in May, was 11.5 4in October,
With unemployment in the industry remaining high, nonunion
contractors continued to offer stiff competition for available
work by providing labor at a lower rate and with fewer work-rule
restrictions. During 1977, union workers reacted to these
stimuli in many cases by establishing new rates for resfdential
and tehabilitation work, which were lower than the commercial
rates, in order to be more competitive in those areas. During
1978, in a continued =ffort to resist expanson of merit shop
vork, many unions agreements were rewritten to ease work rules,

particularly in the area of overtime.



8

In August 1879 employmenﬁQin the construction industry reached an all-time
high, while at the same time the seasonally adjusted unemployment rate--at
9.5 percent~-was down considerably from its peak in 1975, when it averaged
18,1 percent for the year. With tﬁe reduced competition for available jobs
and the accelerated rate of price increase (the CPI-W rose 12.8 percent from
November 1978 to November 1979), union workers in their contract negotiations
were concerned more with obtaining increased wage rates than in securing
improved or new job security provisions.

These economic pressufes were reflected in the size of pay gaiuns
negotiated in major construction industry collective bargaining units (those
covering 1,000 workers or more) during the first nine months of 1979. The
average agreed-upon first-year wage-rate adjustment was 9.0 percent, compared
with 6.5 percent in 1978, 6.3 in 1977, and 6.1 in 1976, Similarly, the average
negotiated first-year adjustment in wages and berefits combined was 9.2 percent
during the first nine months of 1979, compared with 6.3 percent in 1978, 6.7

in 1977, and 6.9 in 1976,

Agreed-upon wage  increascs temded to be larger in the first as against
subscquent contract years.  The total negotiated wage rate adjustment over
the term of the contract, cxpressed at an amnual rate, averagcd.a.s percent
for settlements rcached during the first nine months of 1979, compared with
6.2 percent for contracts negotiated in 1978. For wages and benefits combined,
average adjustments over the life of contracts were 8.1 percent a year for
those negotiated in the first nine months of 1979, and 5.9 percent for contracts
negotiated in 1978 . Contracts negotiated in 1976 and 1977 provided average

adjustments over the term of about the same magnitude as those provided in 1978

contracts,



As in past years, the size of wage changes negotiated during the first nine
months of 1979 varied considerably by region. First-year changes in the South
Atlantic, South Central, and Mountain regions were the smallest--averaging abouf
8.5 percent--while changes negotiated in the Pacific region once again were the
largest, about 12.5 percent.

First-year wage changes also varied by type of construction performed, but
have followed no specific pattern from year to year, .During 1978, first-year
increases for workers engaged in general construction other than building
were the highest, averaging between 7 and 7 1/2 percent, compared with € 1/2
percent the previous year. Workers employed by general building contractors
had the lowest first-year wage increases, averaging 6 percent. 1In 1977, the
average for these workers was the highest, at about 7 percent. Increases
for workers engaged in special trades averaged about 6 1/2 percent in 1978.

For contracts signed in the first nine months of 1979, workers engaged in
general building construction received the largest first-~year changes,
averaging 10.3 percent; workers in special trades construction received
9.9 percent; and those in general construction other than building
received 8.4 percent.

Collective bargaining agreements in the construction industry tend
to be of shorter duration than those in other industries. Contracts
negotiated during the first nine months of 1979 had an average duration

of 26.7 months compared with 27.5 months when these same bargaining

units last settled.
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while increases resulting from newly negotiated settlements most
closely reflect current economic conditions, the majority of unionized
workers are not affected by new agreements each year, but may receive
increases from decisions in prior years, and/or the operation of automa-
tic cost-of-living escalator clauses. Taken together, these three sources
of change--current decisions, prior decisions (“"deferred'" increases),
and escalator provisions--account for all the general wage-rate changes
going into effect during a year.

During the first nine months of 1978, construction workers in major
bargaining units received wage increases averaging about 5 1/2 percent.
Increases resulting from settlements during the year averaged 2 1/2 percent
when prorated over all construction workers in major bargaining units,
while those resulting from prior decisions averaged about 3 1/2 percent.

Both of these increases were slightly less than those recorded in the previous year,

Negotiating activity in major construction industry bargaining
units was relatively light in 1979. Consequently, deferred wage increases

had a greater impact on the overall average wage change effective in 1979

than did increases that were both negotiated and effective in the year.
Wage adjustments effective during the first nine months of 1979, when
prorated over all construction workers in major bargaining units, averaged
6.5 percent, compared with 6.2 percent during the same period a year
earlier., The Consumer Price Index for Urban Wage Earners and Clerical
Workers increased 10.3 and 7,0 percent for the first nine months éf these
respective years, Of these 1979 wage adjustments, those that resulted
from contract settlements amounted to 2.1 percent when averaged over all

construction workers, while tb- ¢ that resulted from prior decisions
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amounted to 4.4 percent.

Cost~of~living increases were negligible when prorated over all
construction workers in 1978 and 1979, although approximately 165,000
and 150,000 construction workers were covered by contracts containing such
clauses in 1978 and 1979, respectively. In most of these cases, however,
cost-of~living incréases are triggered only when the percentage increase
ﬁf the scheduled wage and benefit change during the year.

In 1978, average union wage-rate changes for building trades in large
cities showed increases consistent with those recorded in the
major bargaining units. Over the 12 months ended October 2,

1978, basic (minimum) wage rates agreed upon through collective
bargaining by the seven major building trades in cities of

100,000 1nﬁabit;nts or more increased 5.8 percent, showing a
slight rise over the 5.6 percent increase for the previous year.
When employer contributions to insurance, pension and vacation
funds were included, *he aversge change was 6.3 percent, compared
with 6.6 percent for the same time period im 1977, According to .
that survey, painters and electriclans received the largest
increasses, while brickliyers and plasterers had the lowest., In
terms of hourly compensation rates (wages plus insurance, pension

and vacations), however, plumbers were the highest paid

construction workers.

[ncreasces in union wage rates for building trades in large cities also
accelerated in 1979, although not Lo the degree measured in major collective
bargaining agrcements. Wage rates ncgotiated by the seven major building

trades in cities of 100,000 inhabitants or more rose an average of 6.9 per-
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cent for the 12-month period ended October 1, 1979, up from 5.8 pércent the
pPrevious year. When wage rates and employer contributions to six selected
benefit funds were combined, the annual rate of increase was 7.0 bercent,
compared with 6.3 percent in 1978, (Thc effects of employer contributions to
only three benefit funds were measured in 1978 and earlier.) Of the seven
major trades, plumbers showed the largest average wage-rate increase.during

the 1978-79 period at 8.0 percent, and painters had the lowest at 6.4 percent
Hourly wage rates as of October 1, 1979 ranged from $9.09 for building laborers
to $12.62 for electricians., With employer payments to specified worker bene-

fit funds included, the hourly rates ranged from $11,37 to $15.61 for the same

two crafts,

While the major collective bargaining series is limited to
production.cné nonsupervisory workers in large unionized units,
and the wage-rate geries to union members in large cities, two
series are available which provide limited data for both nonuﬁion
and unionized workers rega:dless of ynit size. In both cases,
these series recorded wage changes which were larger than those
discussed above. The Hourly Earnings Index showed a
November 1977-to-November 1978 rise of 7,7 percent for the construction
industry, while the Employment Cost Index rose 8.1 percent during'.v~ 
the 12 months ended September 1978 for workers in the
construction industry. In both cases, these increases were

substantially larger than the previous year's increases. The

Hourly Earnings Index for the construction industry rose 6.9 percent betwee:
September 19?8 and September 1979, while the Employment COst Index for con-
struction workers increased 7.2 percent during the same period. These 'increases

were below those recorded the previous year,
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Negotiated first-ycar increasces will nave a greater impact on the overall
average wage adjustment in construétion in 1980 than they did in 1979. About
800,000 workers are under major agreements scheduled to expire or to be reopened
during the year, compared with just over 500,000 workers in 1979. Conversely,
the number of workefs scheduled to receive deferred wage increases in 1980 under
major agreements is down, t; about 850,000, from over 1 million in 1979. The
increases already determined for 1980 will average about 6.9 percent. As in-
dicated earlier, the comparable figure for the first nine months of 1979 was
&.4 percent, In addition, 45,000 workers are under major agreements which call
forAcost-of-living escalator reviews in 1980, nearly all of whom also will receive
a deferred wage increase during the year. (The remaining 105,000 construction
_workers covered by escalator clauses have contracts that expire in 1980 without.

an escalator review,)
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C. Training for the

Construction Industry

Although there are a variety of Informal routes to obtaining

construction skills, the major source of formal training for the
skilled construction trades is through the apprenticeship system.
The Federal Goverument, through the Bureau of Apprenticeship and
Training of‘the Department of Labor, énd a number of States with
State Apprenticeship Councils provide technical support and

assistance to the syétem. However, apprenticeship programs.are,

for the most part, privately supported and administered.

Typically in constructlion apprenticeship, training is administered
at the local level through Joint Apprenticeship Committees (JAC's)
composed of representatives of management and labor. These
commlttees are responsible for determining the number of
apprentices needed, selecting apprentices, assuring the quality of
training and providing general oversight of the program. A common
practice in the union sector, which accounts for most counstruction
apprenticeship, is to finance apprenticeship training through an
areawide fund to which employers contribute in proportion to their
total number of employee-hours worked in a particular craft. The
proceeds of this fund are used to support the administrative costs

of the program and off-the-job training.



\r‘»-—-—-w-—-a——

15

Typical construction apprentlceships range from 3 to 5 years
depending on the trade with some programs having provision for
faster progression based on performance and experience. The usual
practice in construction is for the apprentice to be indentured to
the JAC rather than to an individual employer. This allows the
apprentice to work in a variéty of jobs and to be exposed to all

facets of the trade.

In 1978, the most recent year for which statistics are available,
there was substantial growth in construction apprenticeship; over
175,000 apprentices were in training for the various construction
trades at the end of the year, an increase of 10 percent over the
same period in 1977. New registrations in 1978 were at a near
record level of ovér'80,000 or-—(up 26 percent over 1977).
Completions were down slightly from 32,000 to 30,000 reflecting the
low level of new registrations during the period of reduced
construction activity in 1974 - 1976 when many of the latest class

completing apprenticeship began their training.

The level of construction apprenticeship is highly sensitive to
interest rates and other factors that influence the extent of
construc;ion activity. During downturns employers not only are
reluctant to take on new apprentices but many experienced

apprentices leave the industry because of lack of work. Thus,

 between 1973 and 1975, new registrations dropped from 83,000 to

48,000 because of the reduction in the volume of construction. The
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number of apprentices Ln tralning at the end of the ycar declined
from 183,000 in 1973 to 154,000 by 1976. Because of the time
required to complete an apprenticeship, the harmful effects of a
slow down in construction are often manifested only several years
later in reduced availability of trained journeymen. Thus, a major
concern is to develop ways to retain apprentices in the system

during slack periods.

Table C-3 gives the apprentigeship actions for 1977 and 1978 by trade.

Virtually all trades experienced substantial increases in new
registrations, continuing the strong rebound from the mid-1970’'s.
This strong growth in the number of apprentices in training promises
a substantial increase in the number of apprentice trained.
journeymen completing their training in each of the next several

years.

Under the Comprehensive Employment and Training Act (CETA), the
Department of Labor administers a wide range of federally funded
employment and training prégrams. Several of the major national
progrgms with substantial activity'in construction training are
described below. Generally these programs are intended to prepare
the participants for entry level jobs in cgﬁstruction and frequently
are’designed'to lead to~apprenciceship. In FY 1978 and 1979, ‘these

national programs significantly expanded training for constuction

- occupations.



Table C-3° Construction ]i’pprenticeship

1977
New In Training End
- Trade Registrations Completions of Year
Bricklayers, Stone g '

& Tile Setters 2,832 1,138 7,149
Carpenters 18,416 6,614 36,752
Cement Masons 1,230 399 2,606
Dry-Wall Finisher 1,118 99 1,306
Electricians 11,290 6,849 31,523
Floor Coverers 690 173 1,333
Glaziers 370 236 1,101
Insulation Workers 706 260 2,431
Lathers 497 183 1,252
Line Erectors,

Light and Power 1,548 800 4,134
Operating Engineers 1,710 1,299 5,311
Ornamental & Iron-

Workers 34 95 208
Painters 3,215 981 6,350
Pipefitters 4,274 2,883 13,077
Pipefitters- |

Steamfitters 185 454 940

. Plasters * 476 148 1,103
Plumbers 6,054 4,106 16,725
Roofers 2,416 564 4,173
Sheet Metal Workers 3,747 2,542 10,565
Sprinkler Fitters 373 327 2,103
Structural Steel ‘
" Workers 2,746 2,129 7,164

TOTAL 63,927 32,279 157,306
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.

“-Table C-3 &mnﬁnmed) Construction Apprenticeship
1978
New In Training End
Trade Registrations Completions of Year
Bricklayers, Stone

& Tile Setters 3,927 1,031 8,423
Carpenters ; 23,019 5,577 43,174
Cement Masons 1,672 402 3,129
Dry-Wall Finisher 1,097 180 1,770.
Electricians 14,040 6,920 34,486
Floor Coverers 881 241 1,705
Glaziers 552 . 250 1,155
Lathers 670 172 1,408
Line Erectors,

Light and Power 2,034 831 4,667
Operating Engineers 2,378 1,433 5,431
Ornamental & Iron-

Workers 107 67 202
Painters 3,641 947 6,825
Pipefitters, steamfitters,

sprinkler~fitters 5,430 3,515 16,417
Plasters 622 164 1,233
Plumbers 6,809 3,286 17,627
Roofers 3,792 428 5,452
Sheet Metal Workers 4,803 2,390 11,188
Structural Steel . |

Workers 4,326 1,774 8,211
Construction Workers, N.E.C.1,024 537 2,800
TOTAL 80,824 30,145 175,303

Source: Bureau of Apprenticeship and Training
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Job Corps =— The Job Corps operates 93 centers, which provide
Intensive education and skill trianing for severely dlsadvantaged
youth. Thirty~two centers, galled Civilian Conservatlion

Centers (CCCs), are located on public lands and place major emphasis
on construction training. National construction unions operate a
large number of construction training programs at these centers and
assist in placing the youth in the construction industry. In FY
1979, the Job Corps trained -10,180 youths in a wide variety of

construction skills, an increase of 22 percent over the 8,360 trained

in FY 1978. Trainees by trade are shown in Table C-4.

Targeted Outreach Programs -- This program has two components,

Apppenticeship Qutreach and Journeymen Upgrading. The first is
designed to prepare youth, primarily minority, for entrance into
apprenticeship; the upgrading program prepares older minority

workers with some experience in construction to move into the

skilled trades. In FY 1978, 5,830 persons participated in these programs.

In the first 9 months of FY 1979, over 2,700 minority youth were

placed in construction appenticeship programs and almost 1,500 minority .

workers were upgraded to skilled construction trades through the Target

Outreach Program.

National-On-The-Job Training Program -~ The National OJT Program

provides for nationwide training programs under the direction of

national unions and trade assoclations with networks of local
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Estimated Trainees in Selected
Construction Occupations Under the

Comprehensive Employment and Training Act

Trade

Bricklayers, Stone
& Tile Setters

Carpenters

Electricians

Operating Engineers
Painters

Plasterers

Plumbers

Roofers

Sheet Metal Workers
Structural Steel Workers
(bnstruction Trades N.E.C.

Total

National Programs
FY 1978 & 1979

Job

Corps
1978 1979
1,670 2,000
2,240 2,750
620 820
600 660
910 1,060
260 300
160 290
1,900 2,300
8,360 10,180

National
OJT
1978 1979
650 720
2,140 660
620 1,050
310 440
370 320
650 690
380 -
50 -
30 -
410 800
180 2,620
5,790 7,300

Targeted
Outreach
Program
1978 1979
440 330
1,310 1,040
810 650
320 390
240 380
50 70
640 470
210 170
430 270
240 110
1,140 170
5,830 4,050

1/ Represents indentures in apprenticeship programs and placements
in skilled trades. Data for 9 months through June 30, 1979.

Source: Bureau of Apprenticeship and Training
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affillates. Organizations participating in this program include a
number of the national construction unions and the National

Association of Homebuilders.
€ In FY 1978 and 1979, these national

organizations provided training opportunities in construction

trades for an estimated 5,830 and 7,309'persons;respectively

(Table C-4).

Host of the funds under CETA are allocated to State and local units
of government to design and administer employment and training
programs that meet the needs of their communities. These local
programs provide substantial construction training but precise data
on the numbers of trainees and occupations are not available.
Several new programs recently authorized have the potential for
significantly expanding construction training. For example, the
Private Sector Initiatives Program, which provides for increased
training by industry can be expected to increase the training
available to the construction industry. Another development that
could affect the amount of construction training avéilable»is the
planned expansion of youth programs. The wide range of activities
under the youth effort includes a number of pilot projects, which
are designed to link apprenticeship to schools and could ultimately
improve the primary system for obtaining construction skills.
Finally, a special section recently added to CETA (Title II-C)
provides for upgrading the skills of employed persons and may be

particularly useful in developing construction skills.
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Materials

Demand and Supply Outlook for Building Products
1976-79

The 1976-79 period can be characterized as the upswing and
peak of the construction activity cycle. The recovery from the
1975 recession for new housing construction took place in 1977 and
1978. Nonresidential construction, which usually lags the housing
sector by 12 to 18 months in its cycles, did not reéain its
momentum until 1978 and 1979. Building products demand, during

the period, grew rapidly from the very low levels of 1975.

The housing recovery that started in 1976 was modest with
private siﬁgle family units started up less than 300,000 from
the .89 million unit starts in 1975 and multi-family units up about
100,000 to 375,000 starts. There was no improvement that year in
the overall level of nonresidential construction. Thus, overall
supplies of building products remained more than adequate to meet

demand.

In 1977, new housing construction grew rapidly in the South-
west and Western states. 1In these areas nonresidential construction
also turned up appreciably with material supplies tightening. A
few shortages (i.e. cement, gypsum board) developed. Other parts
of the country experienced a more modest housing upsurge and
nonresidential activity remained weak. Building product supplies,
as a whole, were adequate in these areas. Single family housing

starts for the year were up about another 300,000 to 1.45 million
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units while multifamily starts were about. 160,000
more than in 1976 and totaled almost 54,000 units, Although
total new housing starts that year were still about 350,000 less .
than in the peak year of 1972, single family starts in 1977 were
140,000 more than the record set in 1972. Material shortages in
1977 developed for insulation, clay brick, asphalt roofing, gypsum

wallboard and cement. These were most serious in the West.

Peak demand for building products was reached in 1978 based on
strong residential and nonresidential construction activity.
Housing starts rose only about 33,000 nationally, but the higher
level of activity was spread more across the coﬁntry. At the same
time, nonresidential construction rose significantly. Product
shortages spread with cement in short supply in all areas except
the East. The insulation supply situation easéd somewhat in 1978
with additional capacity and a drop-off in retrofitting work.
Gypsum board shortages lessened in early 1978, in spite of high
demand, as capacity expansion began to catch up with demand. However,
in the fall of 1978 orders for gypsum boards rose to record levels
and delivery delays resulted. Brick supplies remained tight

throughout the year.

Material demand in early 1979 remained high as levels of
nonresidential construction continued to rise and housing activity
remained stronger than énticipated. The large number of starts
the previous year also supported materials demand for units tﬁat
were completed in 1979. Demand for many producté, particularly
those associated with housing construction, began to drop off in

the fall and early winter. Overall demand for construction prodﬁcts
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in 1979 was only slightly less than experienced in 1978. With
capacity levels up and greater imports, shortage situations in
1979 were considerably . less serious and widespread than in the
previous two years. Housing starts inA1979 reached almost'l.VS
million units, a drop-off of about 14 percent.from 1978, and
private non-residential building activity rose an estimated 12
percent in real terms. Total construction put in place in 1979
grew about 8 percent in wvalue but, afﬁer adjusting for inflation,
a total real new construction activity for the year dropped 4-5

percent.

Although we have experienced a few widespread shortage
problems, such as ihsulation in 1976-77, most building materials
supply shortfalls are local or regional in nature~réther than
national. Even the serious cement supply problems of ;978 were
not in evidence on the East Coast. In the 1976-79 period, the
Southwest experienced the greatest construction activity growth with
the Western and Southern sphere of states also experiencing high
levels of activity. Although the Eastern and North Central states
also benefited from higher rates of new construction, their growth
rate was more moderate and, thereby, fewer material shortages
developed. The 1978 construction boom caused cement supply problems
in the North Central states and a boom in Florida in late 1978 and
1979 brought on gypsum boara shortages in that area. The following

table shows private housing start trends by region since 1973.
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1973
1974
1975
1976
1977
1978
1979

25

Percent Change

U.s. Northeast North Central South West
-13 -16 -1 -15 -19
-34 -34 ~28 -3¢ -34
-13 -19 -7 -20 -3
+33 +13 +36 +29 +45
+29 +19 +16 +38 +34
+2 -1 -3 +5 +1
-14 ~-12 -23 -9 -14
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The mix of construction and housing activity is also an

important factor in materials demand. Total construction put in
place in 1972 dollars, rose 8 percent"in 1976, 9 percent in 1977, 6
percent in 1978, and dropped about 3 percent in 1979. The major
construction sectors showed the following diverse trends, in 1972

dellars, for these years:

Percent Change e

1976 1977 - 1978 1979

Private total +12 +11 +5 -1

Public total -6 -8 +6 -9

Residential Bldg. +21 +19 +2 -7
Non Residential

Buildings -2 +3 +13 +9

Public Utilities  +10 -5 +12 -7

Highways & Streets -10 -9 -5 -13

(e} Estimate

The mix of new housing activity also impacts the market for
specific materials. The following table indicates the trends in
single family and multifamily construction activity since the last

housing boom in 1973 and the percent of total housing each segment

accounted for:

Single Family ‘% of Multifamily $ of
Year (Million units Total (million units) Total
1973 - 1.13 55 .91 | 45
1974 .89 66 .45 34
1975 .89 77 .27 23
1976 1.16 75 .38 25
1977 1.45 73 .54 27
1978 1.43 71 .59 29
1979e 1.20 ' 69 .55 31

e - Estimate
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Mobile homes, another major consumer of building materials, are not
included in housing start data. Originally most popular in the North Central,
Mortheast and Middle Atlantic states, their greatest growth and sales are now
in the Southern and Western states. Although financing terms are longer
and the HUD national standard has helped improve quality and safety, local -
zoning regulations and the lack of space for mobile homes have reduced sales.
During the last 3 years mobile home shipments have been in the 270,000 to
275,000 units range, less than half their 1972-73 shipment level. Today's
mobile homes, however, are larger and more conventional in appearance., From
the standpoint of material demand, the double and triple sized units, now
accounting for over 1/3 of the units produced, require more structural,
cladding, finishing and other materials than those units produced just a few
years ago.

The residential fix-up and additions market has grown rapidly in recent
years for both contractor and do-it-yourself work. Material distribution
through the local lumber yard/home center has become a significant factor.
Recent data for residential alterations, repairs and improvements demonstrate

the rapié growth:

Percent
Year Billion $ Increase
1973 18.5 5.7
1974 21.1 14.1
1975 25.2 19.4
1976 29.0 15.1
1977 31.3 7.9
1978 37.5 19.8
1979% 43.0 14,7

e - Estimate
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1980

Commerce Department projections fo:‘total 1980 construction
work call for a 10 percent drop in real activity. Most of this
decline is expected to.come as a resulﬁ of a 20 percent decline in
housing starts, to about the 1.4 million unit level with a probable
range of from 1.3 to 1.5 million units. The resulting downturn in
demand for building products dependent on new housing should be

significant.

Many areas of nonresidential construction should also
experience declines in leveis of real activity in 1980 but most
declines should be more modest than anticipated for housing. The
important nonresidential building sector shéuld have a 1980
performance similar to that in 1979 but its industrial segment
should rise significantly. Appreciable activity rises are also
‘anticipated for gas utilities, railroad construction, petroleum
pipelines, military facilities and hospitals. The largest
declinesin real nonresidential construction levels are expected to
occu: for electric light and power, public buildings, highways and
streets, conservation and development, and sewer system and water

supply facilities.

-2

There will be a carry over demand for some building products
from housing started in late 1979, however, building material
suppliers should expect to see lower levels of housing starts early
in 1980 with some improvement later in the year. The mix of
single family/multi*family units started in 19%0, assuming a 1.4

million units total, should be about 950,000 singles and 450,000
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multis. This represents 250,000 less singles and 100,000 fewer
multis from 1979. Materials demand should also be down for mobile
homes as shipments for 1980 are anticipated to drop below

the 250,000 unit leﬁel, a decline of at least B percent from 1979.

Important to the supply/demand picture fér 1980 will be the
geographical demand situation. Some parts of the South and West
will likely not experience a significant drop off in construction
activity with materials demand remaining strong. Some product

supplies could be tight in these areas.

Materials demand from the residential alterations and improve-
ments sector should rise above 1979 levels. This will result
from energy conservation work stimulated by higher fuel costs and
tax incentives, the expérience in recent years that such investment
is quickly regained in higher building property values, and the
usual tendency in times of recession to fix up what you have

rather than buy another home.

Building Material Output: 1975-79

Table 1 provides data on building material production or
shipment volume for the years 1975-79. Whereas most product
categories registered increases in 1978, the housing decline in 1979
resulted‘in volume decreases for most products. The'only products
recording gains in 19%9 were fabricated stguctural steel with a
large nonresidential market, warm air furnaces with strong replace-
ment market and newer more energy efficient equipment, insulation

materials, and gypsum boards.
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Other products impacted by the housing downturn but with a
strong nonresidential market had relatively small declines {i.e.,
cement, sand and gravel, and reinforcing bars). For many products,
with a primary dependence on new housing, the volume drop off in
1979 was less than it might have been because 'of the carry over of
demand from strong housing starts levels in late 1978. Demand for
products such as asphalt roofing, insulation, and some plumbing
fixtures, was helped by the strong alterations, additions and

replacements market for existing structures.

Building Material Prices: 1975-79

Building material prices rose significantly in the 1975-79
period. Factors éontributing to price pressures included rising
demand, several product shortage situations, and rising costs
associated with manufacturing and transportation. Energy, so
important to the production of many building products, has undoubtedly

been one of the greatest cost-push factors.

The following table presents the percentage changes in the
Bureau of Labor Statistics all construction materials producer
price index compared to the all commodities producer price index and
three leading indexes covering construction costs. Whereas the all
construction materials index rose faster in 1976-77-78 than the all
commodities index, in 1979 its increase was about 2.5 percentage
points less. In the last two years, 1978 and 1979, the materials
rise was less than for the Commerce Composite Construction index and
in the last three years it grew less than the Census One Family

House index.




Table C=5 Percent Changes in Selected Construction Cost Indexes

Department of Bureau of the Boeckh
Commerce Census New One Commercial &
All Construction All Commodities Composite Family Houses Factory
Materials Producer Producer Construction  Sold index(excl. Building
Year (ACMI) Price index Price index Cost index Census lot value) . Cost index

Percent changem_

1€

1972-73.... 9.4 13.8 8.7 9.5 6.6
1973-74.... 16.2 18.2 16.7 10.3 10.8
1974-75.... 8.1 9.2 9.1 8.9 10.4
1975-76.... 7.9 4.6 4.0 7.2 8.5
1976-77.... 9.2 6.1 8.8 12.0 8.0
1977-780000 1104 708 12.3 14.0 7.5
_ 1/ 2/ 3/
1978-79.... 10.1P 12.5P 11.3 13.4 9.2

1/ November 1978 over November 1977
2/ 2nd quarter 1978 over 2nd quarter 1977
3/ September-October 1978 over September-October 1977

P Preliminary
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The all construction materials 1979 index level of 251.4
indicates that thase meterials as a whole in 1979 were about 150

percent higher in price than in 1967, the base year for the index.

Table 2 shows the annual producer price index for selected
building pfoducts included in the all construétion materials index
for the years 1975-79 andvpercentage increases for the last two
years. As shown, there were few price decreases recorded for 1978
and 1979. Several products registered large percentage index érice
rises of 30 percent or more over the two year (1978-79) period
(millwork, gypsﬁm products, reinforcing bars and copper water tubing).
Increases of 20 to 30 percent were registered for softwood lumber,
galvanized sheets, steel structural shapes, metal doors (sash and
trim), Portland cement, ready mixed concrete, concrete blocks,
prepared asphalt roofing, clay brick, window glass, aluminum siding,

sand and gravel, and building lime.

Major Product Categories
1. Cement, concrete, concrete products, and aggregates

Cement supplies are critical to the ready-mixed concrete and
cdncrete products (block, pipe precast, prestressed, dry mix)
industries and ult%@ately to the construction industry. Cement
supply shortfalls were a great concern in 1977 and 1978 when cement
production capacity, particularly in the South and West, was not
adequate to meet the fast rising demand. By 1979, overall demand
had leveled off, some additional capacity was added, imports were
greater, and both producers and users had édjusted better to the

tight supply situation. Shortages problems, therefore, were not as
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serious and less widespread. During the period, capacity of the
various concrete industries as a whole was adequate to meet demand

but their problem was to get enough cement to keep in full operation,

Cement demand in 1980 is expected to,drdp about 6 percent from
1979 levels thereby further reduéing changes éf widespreaé shortages. -
Some areas of the country may not experience a cut back in
construction activity in 1980 with cement supplies remaining tight.
Although demand may drop about 6 percent in 1980, domestic production
will likely drop only about 2-3 percent, the rest being accounted

for by a probabie reduction in imports.

Other materials required by concrete productsvproducers and
construction contractors should be in overall adequate supply in 1980;
i.e. aggregates (heavy and lightweight), reinforcing bars and mesh,
prestressing steely and admixtures. Historically certain aggregates are

not readily available in some geographic areas.

Cement production capacity in 1980 will benefit from new
capacity (new plants and additions) in Alabama, California, Cblorado,’
Michigan, and Texas. Three plant closings were announced in late
1979 which will reduce 1980 capacity;in Indiana and Pennsylvania.
There may likely be one or two additional older plants closed later
in 1980.4 Additions to overall industry capacity in 1980 should
surpass closings and, most important, the new capacity is located
in areas that have experienced cement shortfalls in recent years

and where future demand growth is anticipated.
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Growing levels of imports, much of it imported by U.S.
producers themselves, has been important to solving the shortage
problem in some areas of the country. U.S. imports served a similar
purpose during the 1972-73 construction boom. Import levels for

clinker, white cement and grey cement the last few vears totaled:

1972 4.8 Million Short Tons
1973 6.7 "
1974 5.7 "
1975 3.7 "
1976 3.1 "
1977 4.0 "
1978 7.7 "
1979 9.8 "

Imports in 1980 will likely drop off somewhat reflecting

lessened demand but still probably remain above the 1978 level.

Cement prices have risen significantly responding to high
demand, fast rising manufacturing and transportation costs primarily
associated with the energy situation, as well as the high cost of
installing air pollution control equipment, energy saving and fuel
conservation equipment, and adding new capacity. The producer price
index for Portland cement was up over 12 percent in 1979, almost
10 percent in 1978, 7-8 percent in 1977, 10 percent in 1976, and
over 19 percent in 1975. Price rises of concrete products are
shown in table 1. Price increases in 1980 should be somewhat more

moderate than experienced in 1979.
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The longer term concrete supply/demand situation will depend
in part on the duration and extent of the current downturn in
construction, A strong and fast recovery in the early 1980's will
likely again bring on widespread shortages. Unexpected and untimely
production curtailments due to work stoppages.or technical problems
could, as they did in 1978, cause serious local problems. Cement
and concrete market share growth is expected to continue. Demand
will also benefit from the fact that cement and concrete is most
popular in the South and West where the greatest growth is expected
in the next 5 years. The MX missle program and expected major
programs for developing fuel and fuel alternative systems will
‘further stimulate cement demand.

On the supply side, new plants and additions are under construction
or hava/agiggnced for opening in the 1981 to 1985 period in Arizona,
California, Colorado, Iowa Maryland, Missouri, New York, Taxas,
Utah, ana Wyoming. There will likely be some additional plant and
kiln closings in this period, but total additions are expected to
exceed closings. New plants and major expansions sometimes require
4 to 5 years to plan the facility, get all the required approvals,
build the plant and get it into full operation. The cost is also
great with a new plant of about a million ton capacity costing

from $100 to $125 million.

Also impacting cement in the next few years will be the
development of "blended cements®™ requiring less cement in a
concrete mixture by using materials such as waste fly ash as a

substitute for some of the cement in the mixture.
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For roadways and driveways asphalt competes with cement.
Cement has no substitute for many applications (footings, slabs).
In buildings, structural steel or loadbearing clay brick or
concrete block can be used instead of basic reinforced concrete
conétruction. Building products of concrete Have many competitors,
depending on application,using metals, plastics, clay, wood, stone

and even glass.

2. Clay Brick
Demand for clay brick soared in 1977 with the resurgence of
housing activity. Delivery delays became a problem for contractors
in some areas of the country in 1977 and were more widespread in
1978. Brick production in 1978 approached the 1973 record of 8.7
billion brick, totaling 8.6 billion. Production dropped off to an
estimated 8.3 billion in 1979 reflecting the 14 percent decline in

and
housing starts/resulting in an easing of the shortage problem.

The 20 percent decline in new housing forecasted for 1980, and
the anticipated decline in commercial building construction will
further reduce brick demand thereby making widespread shortage

problems unlikely.

Clay brick asqa structural, paving and cladding material
has many potential substitutes in the case that builders should
encounter brick supply -problems. Structﬁra; product design
alternatives can include the use of wood, metals, prestressed
concrete, and reinforced concrete. Substitutes for cladding or
siding application include stone, concrete block and brick, stucco,
precast concrete, and siding materials of steel, aluminum, wood, or

plastic.
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Process fuel and transportation costs have been important
factors impacting clay brick prices in recent years. The producer
price index for clay brick was up over 12 percent in 1979 and about 15
percent in both 1977 and 1978. Price rises should be less severe

in 1980 in light of the reduced demand.

3. Gypsum Board

Although gypsum board demand is primarily dependent on new
housing activity, it also has a strong new nonresidential building
market and is important in major additions and alterations work.
Based upon strohg performances in all three of these market areas
in 1978, gypsum board shipments were at a record level of 16.45
billion sg. ft. Strong carry-over demand from 1978 housing, high
levels of new nonresidential building construction, and the
additions and alterations market resulted in a 1 percent increase in

1979 shipments to about 16.65 billion sq. ft.

The downturn projected for 1980 for new housing and the
decline expected in commercial building construction should reduce
gypsum board demand in 1980 to a level in the 14-15 billion

sg. ft. range.

Gypsum board shortages developed in 1977 as demand rose
significéntlybin some parts of the country. Considerable production
capacity had/ciiged during the 1975 recession. Shortages eased in
early 1978 with additional production capacity but worsened again
in the fall and early winter. Additional capacity further reduced

shortage situations in 1979 although in certain markets, such as

Florida, supplies remained short. Overall supply in 1980 should be
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more than adequate for expected demand but some shortages could
remain in areas not impacted by the expected downturn in construction

activity.

Gypsum board prices, mostly reflecting demand as well as energy
transportation and paper costs, rose significantly the last several
years. The producer price index for gypsum products (mostly board)
was up 10 percent in 1979, 25 percent in 1978, and 19 percent in

1977.

Substitute possibilities for contractors unable to get gypsum
wallboard are limited as few other products combine the combiﬁation
of a "Class A" flame spread rating and relatively low price.
Depending on building codes and application, gypsum plaster, wood
paneling and a variety of wood and mineral based ceiling panels can

be used in place of gypsum board.

4. Asphalt roofing and other roofing products
Asphalt roofing continues to dominate the natibnal residential
roofing market and is the major roofing material in nonresidential
buildings. Although the new construction market is important to
the asphalt roofing- producers, the huge demand for repairing or
reroofing existing buildings is of at least equal importance.
The latter market tends to cushion the industry from the impact of

construction recessions.

In 1977 there were some local problems with asphalt roofing
supplies, Problems in 1978 and 1979 were minimum. Shipments of

organic base asphalt shingles which peaked at almost 103 million
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sales squares in 1973, were at the 93 to 94 million level in lS?é
and 1977. Data for 1978 for the first time included the new
fiberglass base asphalt roofing product which is experiencing fast
demand growth. Shipments of both these types of roofing in 1978
reached over 116 million sales squares and shipments for 1979 are

estimated to have been down about 4 percent to 111 million.

Raw asphalt supply and price are'very critical to asphalt
roofing production. Although there were serious asphalt shortages
in the early 1970's, supplies have been adequate the last few
years, but at cénsiderably higher'prices. The new fiberglass base

product requires less asphalt than the organic base product.

Responding to strong demand from the new and replacement markets
as well as strong cost pressures, the producer price index for
prepared asphalt roofing products rose 9 percent in 1979 after

increasing 17 percent in 1978.

Asphalt roofing has by far the largest share of the residential
construction market in the U.S. In some parts of the U.S. (soﬁthern tier
of states) concrete and clay tiles are widely used. Alternatives to
asphalt roofing for sloped application are slate, cellulosic-asphaltic
panels, metal (shee% and shingles), wood shingles, and asbestos cement
shingles. Most of these products are much more costly and
available in only limited quantities. For flat roofs, various
plastic sheeting materials and liquid coatings can be used in place of

built~-up asphalt materials.
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5. Plumbing fixtures and fittings
The new housing sector is the major market for plumbing fittings
and fixtures, although there is also a .substantial replacements and
additions market. Demand, therefore, was strong particularly in
1977 and 1978 and only slightly weaker in 1979. No serious product g

shortages developed as a result of this demand, except for some

short term delays for builders requiring particular models or colors.
Assuming no major production curtailments (labor problems etc.),

supplies should be more than adequate for expected 1980 demand.

The traditional vitreous (sinks, urinals, toilet bowls, and
water closets) and metal fixtures (sinks, tubs, shower stalls, urinals)
have in more récent years experienced strong competition from |
fixtures of composition materials {marblized coated concrete) and
plastics (reinforced fiberglass, etc.). Fittings are also now made
of plastic and plastic metal combinations in addition to the

traditional use of brass, copper and steel.

Price increases for plumbing fixtures and fittings have been
modeét compared to many other products used in building construction.
The group index was up 9 percent in 1979, and 7 percent in each of
the two previous years. Of the component indexes, vitreous
china fixtures rose faster the last 3 years than the indexes

for metal fixtures and brass fittings.

6. Heating equipment
Builders seldom have problems getting heating equipment, although

specific types or models occasionally may not be available immediately
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‘Some shortages have developed with regard to conversion burners
forrexisting fﬁrnaces which allow owners to convert from more
costly oil to gas heat. The heating equipment replacement market has
benefited from higher energy costs as some home owners replace
equipment earlier than no;mal to get more efficient and less costly
heating. Equipment purchases involving the switch to less scarce
and often less costly fuels have also grown. Wood and coal space
heating appliances and duel fuel’heating equipment have also gained
popularity. Heat pump usage has increased but supply is plentiful
with producers offering a broad product line. Solar comfort and
water heating equipment is also plentiful for those willing to pay

their higher cost.

Bureau of the Census data on characteristics of new single
family homes completed in 1978 showed that 86 percent had central
systems and 14 percent had noncentral built in room heating systems.
Of those with central systems, warm air ducted furnaces accounted for
57 percent of the 89 percent, heat pumps 25 percent and hydronic
systems 5 percent. Noncentral built-in systems totaled 14 percent
with 10 percent electric, and 4 percent other types or no heating.
Heating fuel usage by these homes in 1978 was electricity 52
percent, gas 37 percent, oil 8 percent, and other fuels or no heating

accounted for 3 percent.

The producet price index for heating equipment, including air
and water heating’rose almost 10 percent in 1979 reflecting, to
some extent, the more costly and more energy efficient equipment on
the market today. 1In the three previous years the index rose only

about 5 percent annually.
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7. Building insulation and selected products
Since the serious widespread insulation shortages of 1977, a
combination of a drop off in demand and rapid expansion of capacity,
particularly by the fiberglass and foamed plastics producers, have
eased the supply problems. There have been, however, instances of

spot shortages of particular types of insulation in 1978 and 1979.

Despite the 12 percent drop in housing starts in 1979, fiber-
glass insulation production is estimated to have grown 2 percent that

year because of the strengthened retrofit market.

Although shipments of fiberglass and other insulation may
decline in 1980 because of the anticipated 20 percent decline in
new housing, the reduction is likely to be small because of continued

high retrofit demand.

Substitutability among insulation products is good although
building codes and product characteristics limit application of
some materials. Competing in the ceiling or attic insulation market
are "blown in" or "batt" fiberglass; "blown in", "poured" or "batt"
rock wool; "loose fill" or "sprayed" cellulose; perlite; vermiculite;
and reflective foil. Wwall cavity insulation can include products
of fiberglass; rock wool, cellulose, plastic forms (boards, pour-in-

place, frothing or sprayed), perlite, vermiculite and foil.

Health and safety problems with certain insulation materials
remain. The cellulose situation has improved with the establishment

of a national standard requiring proper chemical treatment of the




Table C-6 Quantities of Output for Selected

Lumber and wood:
sof twood lumber (production in millions
of board feet}
Softwood plywood (production in millions
of square feet)
Iron and steel (shipments in fhousand tons)
Fabricated structural steel
reinforcing bars {concrete)
Galvanized sheets
Cast iron soil pipe
Nails
Gypsum board products (shipments in millions
of square feet)
Heating equipment (shipments in thousand
of units):
Warm Air furnaces, except electric
Water heaters
Prepared asphalt roofing (shipments in thousands
of squares) (excludes fiberglass mat
shingles)
Brick, unglazed, common & face
{production in millions)
Plumbing fixtures {(thousands of units,
production):
Lavatories
Water closet bowls, flush tanks and urinals
Sinks and laundry trays
Bathtub and shower stalls
Copper water tubing ({(shipments in millions
of pounds)
Copper building wire (shipments in millions
: of pounds)
Portland cement (shipments of U.S. produced
cement in thousands of short tons)

Fiberglass insulation, structural
{(production, million pounds)

Sand & Gravel, (Construction aggretates sold
or used by producers - thousand tons}

Construction Materials Used in Housing 1975-~79

26,747
15,706
4,335
3,666
3,720
594
265
10,742
1,368
5,507
90,828
6,544
3,858
10,223
4,098
2,409
310
483

66,796

1,286

762,152

1976

29,378
17,906
3,719
3,876
5,180
658
281
13,118
1,496
5,914
93,759
7,341
4,237
12,459
4,219
2,749
374
566

70,721

1,667

855,242

1977

31,1860
18,840
3,486
4,179
5,657
682
278
15,391
1,754
6,672
93,497
7,929
5,047
15,393
5,121
3,212
432
624

76,881

2,082
897,900

30,700
19,450
3,485
4,702
6,432
734
289
16,450
1,867
7,190
2/
116,217
8,621
5,103
15,628
5,521
3,811
451
714

81,451

2,246
963,300

29,100
18,670
3,700
4,500
6,200
670
280
16,650
1,990
7,025
111,000
8,275
4,750
14,525
5,100
3,400
475
700

80,000

2,290
960,000

Percent Change

1977-78 1978-79

-5.2
-4.0

6.2
-4.3
-3.6
-8.7
-3.1

1.2

-1.8

2.0
-0.3

144

Source: Construction Review, Bureau of Industrial Economics, and Current Industrial Reports, Bureau of tle Census, U.S.

Department of Commerce.

1/ Estimated by Bureau of Industrial Economics, U.S. Department of Commerce

2/ Dbata for fiberglass base shingles included for first time.



Table C-7 Indexes of Price and Price Change for Selected Construction Materialg Used in Housing 1975-79

{1967=100}
1/ Percent Change
Product 1975 1976 1977 1978 1979 1977-78 1978-79
Producer Prices--All Commodities 174.9 183.0 194.2 209.3 235.5 7.8 12.5
All Construction Materials 174.0 "187.7 204.9 228.3 251.4 11.4 10.1
Lumber and wood products 176.9 205.6 236.3 275.4 300.4 16.8 8.9
Millwork 160.4 176.9 193.7 235.4 254.3 21.% 8.0
Softwood lumber 200.6 248.1 296.2 345.7 379.8 16.7 9.9
Softwood Plywood 200.6 247.6 295.8 326.4 322.5 10.3 -1.2
Gypsum products 144.0 154.4 183.5 229.1 252.3 24.9 10.1
Building paper and board 127.1 138.8 157.0 187.4 182.7 19.4 -2.5
Fabricated structural steel for
buildings 202.4 205.0 212.9 232.8 251.7 9.3 8.1
Reinforcing bars {concrete) 199.2 182.5 185.8 208.4 260.9 12.2 25.2
Galvanized steel sheets 187.7 203.1 221.0 240.6 267.8 8.9 11.3
Finished steel structural shapes 216.3 227.1 241.2 272.0 300.4 12.8 10.4
Metal sash, doors and trim 162.5 171.3 188.7 207.6 229.8 10.0 10.7
Heating Equipmert 150.7 158.0 165.5 174.4 187.0 5.4 7.2
Warm air furnaces 139.5 145.2 152.0 162.0 178.1 6.6 9.9
Water heaters (domestic) 164.4 166.0 170.9 176.8 188.5 3.5 6.6
Portland cement S 193.3 212.7 228.6 251.3 282.3 9.9 12.3
Ready mixed concrete 171.8 184.1 196.6 218.9 249.5 11.3 14.0
Concrete building blocks 165.8 171.7 183.6 201.6 232.8 9.8 15.5
Prepared asphalt roofing 217.9  231.3 246.4  288.8 314.4 17.2 8.9
Clay building brick 160.5 177.0 204.0 234.4 263.1 14.9 12.2 &
Clay tile 145.4 156.1 158.8 158.1 171.3 ~0.4 8.3
Window glass 177.7 206.4 223.5 @ 248.4 269.0¢ 11.1 8.3
Insulation materials 196.2 212.6 235.9 250.7 256.3 6.3 2.2
Plumbing fixtures and brass
fittings 162.3 174.1 186.6 199.1 217.1 6.7 9.0
Brass fittings 162.2 174.1 186.5 197.6 216.7 6.0 9.7
Enameled & iron plumbing fixtures 188.4 201.2 214.6 223.6 239.7 4.2 7.2
Vitreous china fixtures 146.6 159.0 174.2 189.8 207.7 9.0 9.4
Builders hardware 158.8 164.1 175.4 187.7 205.2 7.0 9.3
Aluminum siding, noninsulated, e
manufactured to distributor 150.1 162.0 184.9 211.8 223.0 14.5 5.3
Prepared paint 166.9 174.4 182.4 192.3 204.2 5.4 6.2
Wire nails 8D common 241.4 243.6 261.3 273.5 298.5 4.7 9.1
Copper water tubing, straight
lengths 134.9  144.5 152.7 e 161.4 212.8 5.7 31.8
Sand, gravel, and crushed stone 151.1 161.2 170.7 -185.8 207.0 8.8 11.2
Plastic construction materials
(Dec. 1969=100) 123.9 127.2 133.2 136.4 147.5 2.4 8.1
Building lime 186.0 205.1 220.1 247.7 273.3 12.5 10.3

Source: Bureau of Labor Statistics, U.S. Department of Labor and Bureau of Industrial Economics,

u.s,
of Commerce Department

1/ Estimates based ,on unrevised data for 1979
e

Ectimate based on data for only a few months
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Softwood Sawtimber

Consumption of softwood sawtimber products rose in 1978, as a
small drop in use for new housing construction was more than offset by
continuing increases in other markets. Use in new housing construction,
the Nation's most important softwood sawtimber products market, was
estimated at 25.3 billion board feet, lumber tally {(Table C-8). This
is some 0.3 billion board feet greater than 1977. Consumption in other
markets increased 1.2 billion board feet in 1978 reaching a level of
34.3 billion. Total use in 1978 is estimated at 59.6 billion board feet,
1.5 billion above that of 1977. Consumption of softwood sawtimber products
dropped in 1979, as a decline in use for new housing construction more than
offset continuing increases in other markets. Based on preliminary data,
consumption in new housing construction, is estimated at 21.6 billion
board feet, lumber tally (Table C-8)}. This is some 3.7 billion 5oard
feetnglow 1978, and the result of a drop in the re;ative importance of
single-family housing as well as a 15 percent decline in the total
number of units started. The number of mobile homes shipped was
virtually unchanged. Consumption in other markets increased 2.3 billion
board feet, reaching a level of 36.6 billion. Total use in 1979 is
estimated at 58.2 billion board feet, 1.4 billion below that of 1978.

Based oh low and high forecasts of housing production shown in Table 1,
demand for softwood sawtimber products in housing is expécted to range

between 16.5 and 18.8 billion board feet in 1980. Estimates of con-



Table C~-8 -Consumption and supply of softwood sawtimber 1977-79, with estimates

for 1980
(Billion board feet, lumber tally)
1977 1978 1979 . 1980 _
Low High
Consumptiont
Housing : 25.0 25.3 21.6 16.5 18.8
Other ———— e e 33.1 | 34.3 - 36.6 37.5 37.5
Total —c e : 58.1 59.6 58.2 54.0 56.3
Supply:
© Log harvest
National forest =w—mmm- 10.2 11.0 11.0 11.0 11.0
Other lands -------———- 42.6 42.4 42.5. 42.5 42,5
Total 52.8 53.4 | 53.5 53.5 53.5
Log exports 3.8 4.2 4.8 4.8 4.8 P
Log imports —-—— - .2 .1 .1 .1 .1
Logs for U.S. Mills —wmmw 49,2 49,3 48.8 48.8 48.8
1/ ' .
‘Lumber imports 10.4 11.8 11.3 11.3 11.3
Lumber exports D 1.5 1.5 1.9 1.9 1.9
‘Total supply ——=————m 58.1 59. 6 58,2 s8.2 | - s8 2
Supply~demand balance ——-———-- 0 0 0 +4.2 +1.9

1/ Includes plywood.

Note: Estimates of consumption in housing are based on the following forecasts:
1979--1,720,000 housing starts plus 275,000 mobile homes; 1980 ilow--1,300,000 housing
starts plus 200,000 mobile homes; 1980 high--1,500,000 housing starts plus 250,000
mobile homes. The harvest and import estimates for 1980 are the volumes assumed to
be available at prices prevailing in late 1979. '

Source: U.S. Department of Agriculture, Forest Service.
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tinued, though slow, increases in real economic growth in 1980 suggest
that activity in most other markets will rise somewhat in the months
ahead. Given this expectation, total demand for softwood sawtimber with
the low estimate of housing starts falls to 54.0 billion board feet for
1980. Under the high housing forecast, total demand shows a smaller
decline to 56.3 billion board feet.

Primarily in response to continued high levels of demand for
use in housing and rising consumption in‘other markets, softwood
lumber and plywood prices continued up in 1978 (Table C-9). The
producer price index for softwood lumber in 1978 was 346.0 (1967 = 100),
16 percent above the average for 1977, and a record level. Softwood
plywood prices followed similar trends.

Softwood lumber prices continued to rise through the first three
quarters of 1979 but declined sharply after September (Table C-9). As a
result, prices in December, as indicated by the producer price index,
were only slightly above those in January. The average for the year was
about 10 percent above 1978, somewhat less than the 16 percent rise
between 1977 and 1978. Softwood plywood prices began to trend downward
somewhat earlier than those for softwood lumber, and by December had
reached a level 16 percent below January. Because of this decline,
average softwood plywood prices for 1979 were down about one percent

from those in 1978.



Table C-9 --Producer price indexes for softwood lumber and.plywood, 1977-79

Softwood lumber Softwood plvwood
ALl H Douglas-fir Snuthern pine Ponderosa . All ° Interior !

Year and month sofrwood : All Dimcnsion, All imenslon Boards pine, sof twood panel i

lunber | Douglas-fir | construction southern Yo, 2 No. 2 shop No. 2 rlywood 1/4=in., !
i luzber driad pine lumber grace A-D !

1477 (297.4) (261.4) {279.0) . (262.5) (265.0) {271.3) {425.7) (295.8) {295.2) 75T
January 277.3 282.5 276.5 233.6 228.2 249.2 385.3 281.2 275.1 .9
February 278.5 281.1 273.0 . 234.9 229.3 347.8 394.9 282.7 275.7 ! 3.5
March 286.7 287.4 281.0 241.2 236.6 252.4 £11.3 285.4 275.3 H 2.8
April . 288.5 281.8 273.7 244.8 240.8 258.5 428.0 276.6 263.3 i 9.3
Hay 285.8 275.8 272.9 244.8 229.6 259.% 431.1 173.9 263.7 j LT
June 281.4 273.0 258.9 246.9 243.0° 263.7 : 439.7 278.4 263.1 L.
Suly 235.6 295.5 279.6 263.1 266.3 275.9 435.2 2596.4 283.1 3.3
August 308.6 104.1 293.6 281.3 34,7 284.2 434.2 313.8 304.9 Soo
Seprember 328.8 318.5 312.4 298.6 322.0 289.9 430.0 334.8 324.0 3.2
Occober 316.4 y 302.5 . 287.3 289.2 364.9 288.%6 . 431.4 314.7 322.2 8.5
November 306.2 ¢ 290.6 264.0 283.8 288.0 290.6 436.0 294 .4 329.2 -
December 313.8 299.7 275.7 287.4 286.9 294.3 441.3 317.8 352.3 T

i

1978 E (3:6.0) . (339.1) (306.8) (304.6) (300.2) (329.9) (519.1) (326.4) (349.0) 3 )
Jannary t324.5 v 306.7 283.3 292.0 290.7 299.7 455.6 - 325.9 339.4 33302
February 333.4 © 31L.8 262.8 295.7 293.4 305.5 478.4 329.0 361.1 3525
March 330.8 t320.3 258.2 299.6 265.9 313.6 493.3 315.8 3547.3 3175
April 341.1 P318.3 258.8 304.6 303.2 321.5 | 507.8 300.5 332.0 233,20
May 339.5 1 323.9 238.7 307.2 303.7 329.7 527.6 318.5 344.0 3L
June 3523.6 XTI § 297.0 307.4 302.6 331.5 538.3 323.8 346.0 3703
Suly 1o340.4 i337.4 256.7 303.5 297.0 333.6 5$51.7 317.0 332.6 TETL2
August ’ 343.3 i 357.9 329.% 305,7 29%9.3 337.7 543.8 340.5 345.5 EM
September T 335.6 i 364.6 332.7 308.7 303.5 344.5 335.4 327.% 337.5 35
Qcrober i 357.9 E 367.6 322.9 308.7 303.0 346.5% 533.1 333.0 350.6 i M
Novenber p367.2 i 372.8 323.8 311.8 305.3 347.1 531.8 346.5 361.2 33%.2
Decenber { 383.3 io36L.1 317.7 310.8 304.2 47.8 531.8 333.6 370.2 3o5.%

!
1979 ! (379.9) (383.4) {341.9) {3242 (320.5) {366.2} (3540.6) (322.4) {365.2 (337.3}
357.8 357.2 313.3 307.0 298.1 348.6 524.7 346.7 381.6 36T
§ 361.8 360.1 315.5 306.4 296.2 349.4 527.4 340.U 383.8 3 N
©O375.5 371.0 316.6 315.7 306.6 355. 9 543.4 341.4 383.8 ATl
©331.2 381.1 324.1 319.0 309.7 361.7 547.8 334.0 356.5 3ex.2
PO3EN.3 Lo3s1.s 325.3 315.8 306.0 302.8 566,8 319.5 37L.6 343,10
June ; 380.1 378.3 327.6 315.2 306.2 364.9 566.9 295.2 347. 304.8
July v 330.4 387.4 332.8 320.7 311.4 370.1 556.6 314.4 350.7 32,3
August P394.0 408.2 367.6 333.7 334.6 372.8 534.9 324.8 359.7 326.%
September i 405.6 4240 388.0 343.6 351.6 377.6 528.7 331.0 363.1 328.3
October PAB0. 2 410.4 41C.4 34b.4 352.9 378.9 535.4 326.5 361.3 333.5
Xovenber HIY: ) 376.2 376.2 341,10 348.2 377.6 536.8 303.1 353.5 31%.7
Decenber s 35%.8 365.3 302.4 328.2 325.4 372.9 517.3 . 282.2 338.8 28%4.0
¥

0§

Source: WU.S. Department of Labor, Bureau of Labor Statstics.
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Softwood stumpage prices, which generally follow trends in
product prices, with some lag, also increased in 1978 and early 1979,
Scattered data indicate that prices may have begun to moderate
somewhat late in 1979.

Thevtotal supply of softwood sawtimber products in 1978 was estimated
at 59.6 billion board feet, some 1.5 biliion above that of 1977 (See Table C-8).
Supplies from domestic forests were 53.4 billion board feet, up about 0.6
billion board feet from 1977. Harvests from the National Forests were 11 billion
board feet--most of the remaining 42.4 billion board feet came from private
land. Net imports of lumber and logs in 1978 totalled 5.1 billion board
feet.

The total supply of softwood sawtimber products in 1879 was estimated
at 58.2 Hllion board feet, some 1.4 billion below that in 1978. Supplies
from domestic forests were 53.5 billion board feet, down about 0.1 billion
board feet. Harvests from the National Forests were 11.0 billion
board feet, the same as in 1978. Most of the remaining 42.5 billion
board feet came fromrprivate lands. Net imports of softwood sawtimber
products dropped about 24 percent to 4.7 billion board feet.

Softwood sawtimber harvests from the National Forests ére expected to
remain at 11.0 billion board feet in 1980. Assuming a continuation of
1979 price levels, potential supply from other domestic sources and

foreign trade are likely to remain about the same.
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Comparisons of estimated potential softwood sawtimber supplies with
demands under both the low and high housing forecasts suggest the
likelihood of some further moderation and decline in product and
stumpage prices in 1980. Despite this shortrun outlook, many analysts
estimate that the high level of household formations resulting from the
large number of births in the 1940's and 50's, and the growing needs for
replacements due in part from the use of mobile homes, will result in a
return to somewhat higher levels of housing demand in the early 1980's.
Continued increases in timber demands in other markets also can be
expected. On the other hand, supplies are likely to increase slowly.
Thus, the longer-run outlook is one of probable continued upward pres-

sures on prices of softwood stumpage and softwood timber products.

e
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Land

The role of land costs in the price of new or existing housing
units can be estimated from four basic statistical data series.
Since 1969, the Bureau of the Census has collected information on
the value of improved lots of new, one-family homes sold in the
United States.gf There are no estimates of the land value for custom
built and rental single family houses or for multifamily buildings.
A new Census series on lot size by location has been developed for
1974 and following years, but the data shown in this report have
not been published by Census. The Federal Housing Administration
has published land cost data for FHA-insured (Section 203) new and
existing single-family properties since 1935. Data on the vaiue of
farm acreage, which is a major source of raw land converted to
suburban development, are released as of March 1 and November 1 each
year by the Economics, Statistics and Cooperatives Service of the
the U.S. Department of Agriculture in a national series extending
back through 1960.

National data representative of the value of improved lots
for new, one-family houses so0ld in the United States during the

years 1969 through 1978 are shown in Table C-10 below.

The data were published annually from 1969 to 1974 in U.S. Bureau
of the Census Construction Reports - Series C25, Characteristics of
New One-Family Homes.
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Table C-10

New One-Family Houses Sold, 1969 - 1978. Average Value
of Improved Lot and Ratioc of Lot Value to Sales Price

Average Value Ratio of lot
of , ~ Value to
Year Improved Lot Sales Price*
1969 $ 5,200 k18.9%
1970 4,800 18.3
1971 5,200 18.3
1972 5,500 18.1
1973 6,200 17.6
1974 6,500 16.9
1975 7,500 = 17.6
1976 8,900 18.5
1977 10,100 18.6
1978 11,600 18.6

* Ratio of average lot value to average sales price of house,
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Year
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978

1879
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The upward movement of lot values has continued through 1978.
Between 1970 and 1978, the average value of improved lots increased
over 142 percent with an increase of nearly 13 percent from 1976
to 1977 and of almost 15 percent from 1977 to 1978. The downward
movement of the ratio of lot value to sales price of house was
reversed in 1975, with the ratio climbing to 18.6 percent in 1977.

Federal Housing Administration data on the characteristics of
one~family housing units insured under Section 203 include information
on lot size and price per square foot of land. This information for

new units is shown in Table C~l11.

Table C-11

New One-Family Housing Units Insured by FHA Under
Section 203: Average Value, Size of Site, Price
Per Square Foot, and Site Value as a Percent of
Total Value 1968 - 1978

Average Site

Market Square Price Per Site Value as Per-
Price Feet Square Foot* cent of Total Value
$4,154 9,274 $0.65 20.7%
4,300 9,299 0.68 20.3%
4,982 8,851 0.84 21.0%
5,176 8,254 1.02 21.2%
5,420 7,616 1.19 21.4%
5,341 7,127 1.32 21.2%
5,482 6,986 1.24 19.9%
6,382 7,852 1.24 19.2%
6,954 7,984 1.24 19.6%
7,335 8,111 1.06 19.5%
7,764 8,006 NA 18.5%
9,459 8,023 1.43 19.3%

* Based on Lots reporting both size and price
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FHA dat» on new units Ao not necessarily report on similar type
units each year. In additon, such factors as FHA mortgage limits and
relative market shares affect lot size and price so that the data do not §
fully reflect price trends. However, several items are worth noting,
particularly the contrast between the periods 1968-74 and 1974-79.
Between 1968 and 1974, average site prices increased almost 32 percent, i
an average annual rate of increase of about 4.7 percent, while prices . .
increased by nearly 73 percent between 1974 and 1979, an average annual”
increase of over 11.5 percent. Meanwhile, average lot size decreased almost
25 percent between 1968 and 1974, and increased almost id percent between
1974 and 1979. For those units where both lot size ahd price are given,
the price per square foot increased more than 90 percent between 1968 %
and 1974. Between 1974 and 1976, the price per square foot remained ;
unchanged at $1.24, but declined to $1.06 in 1977. By 1979, it had increased |
to $1.43. 1In addition, although site value as a peréént of the tbéal -
value of land and improvements reﬁained.siaﬁié between 1970 and ;g?;; tp;g;
ratio has fluctuated at lower levels through 1979, ™ N
The data on FHA-insured existing properties under Section 203
follow the pattern for newly constructed housing, but with lot values
lower, lotvsizes higher, and costs per square foot lower than for
newly constructed Section 203 insured sales,~ (See Tables C-12, C-13,

and c-14),
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Farm real estate values per acre provide some measure of raw land
costs. As reporied by the Department of Agriculture,é/ average acreage
value increased from 1973 through November 1979 at the following rates

{for the preceding 12-month period):

1973 - March 13.6%
November 20.6%
1974 - March 24.7%
November 20.6%
1975 - March 13.9%
November 11.8%
1976 -~ February 13.6%
November 17.1%
1977 - February 16.9%
November 10.9%
1978 - February 8.8%
November 12.2%
1979 February 14.0%
November 15.7%

Although these figures are influenced primarily by economic conditions
in agriculture, they are used here to illustrate trends in the value of
raw land.

The USDA also collects data on expected price changes for farm real
estate in semi-annual surveys of farm real estate brokers, local bankers,
county officials and other persons knowledgeable in the field of farm
sales. These expectations may be an indication of price trends in the
farm sector. The March 1979 survey indicated that 66 percent of
reporters expected land values to increase by 5 percent or more in the

year following March 1979. This is the highest proportion expecting

4/ Economic Statistics and Cooperatives Service, U.S. Department of
Agriculture, Farm Real Estate Market Developments.



Table C-12
Selected Series of Average Values of Land, 1968-1979

Index of Average
Value Per Acre of

Item New Sec. 203 Existing Sec. 203 Farmland (uspa) Y/
(1) (2) (3)

1968 $4,128 $3,617 107

1969 4,277 3,717 113

1970 4,952 3,973 117

1971 5,150 4,021 122

1972 5,420 4,306 132

1973 5,341 3,982 150

1974 5,482 4,519 187

1975 6,382 5,468 213

1976 6,954 5,632 242

1977 7,335 5,828 283 ®

1978 7,764 6,985 ang

1979 9,459 7,954 351

1/ Annual data as of March 1 through 1975, as of February 1 thereafter.

Sources: Reports issued by Departments of Agriculture and HUD



Table C~13 1/
Average Lot 8ize and Value Per Square Foot for l-Family Homes,— 1968-1979

Average Size of Lots in Square Feet Price Per Square Footzf

Year New Sec. 203 Existing Sec. 203 New Sec. 203 Existing Sec. 203

(1) (2) . (3) (4)
1968 9,274 9,358 $ .65 $ .55
1969 9,299 9,317 .68 .57
1970 8,851 9,213 .84 .63
1971 8,254 9,292 1.02 .61
1972 7,616 8,354 1.19 .68
1973 7,127 7,644 1.32 .71
1974 6,986 7,846 1.24 .78
1975 7,852 8,299 1.24 .89
1976 7,984 8,172 1.24 .94
1977 8,111 8,485 1.06 .93
1978 8,006 8,540 "NA’ "NA
1979 8,023 8,698 1.43 1.26

1/ Financed by FHA-insured loans.
2/ Based on lots reporting both size and price.

Sources: Reports issued by department of HUD.

6S
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Table C~14
Site Values as a Percent of Total Value of Land aad Improvements
1968-1979
Year Site Value as a Percent of Total Value
New Sec. 203 Existing Sec. 203
(1) (2)
1968 20.7 22.0
1969 20.3 21.7
1970 21.0 21.5
1971 21.2 20.6
1972 21.4 21.3
1973 21.2 20.4
1974 19.9 20.4
1975 19.2 20.2
1976 19.6 20.5
1977 19.5 19.5
1978 18.5 19.8
1979 19.3 19.8

Source: Department of HUD reports.
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increases since March 1974. The percent of the reporters expecting
increases (5 percent or more) in prices over the next 12 months,
little change (less than 5 percent), or decreases (5 percent or more)

in prices over the next 12 months was as follows since 1973:

Reporting Period Increases Little Change Decreases
1973 ~ March 71; 28 1
October 70 28 2
1974 =~ March .70 28 2
October 42 46 12
1975 ~ March 23 54 23
October 45 49 6
1976 -~ March 47 48 5
October 50 43 7
1977 - March 59 35 6
October 39 44 17
1978 =~ March 47 45 8
October 59 37 3
1979 -~ March 66 32 2
October NA NA NA

Since 1974 the Bureau of the Census has collected information on lot sizes
of houses that were built for sale. Table C-15 presents the median lot size
of completed houses by location, for detached and attached houses combined
and for detached houses only. As seen in the table, median lot size for
both types of single-family house decreased in 1978. Perhaps the most
astonishing aspect of the data in Table C-15 is the disparity among the
regions in median lot size. in the case of detached houses, the median
lot size for homes completed for sale in 1978 was twice as large in the

ostensibly crowded Northeast as in the "open spaces" of the West.



Location
United States
Inside SMSA
Outside SMSA
Northeast
North Central
South

Wesat

Source:

Total Detached and Attached
Median lLot Size {(Square Feet)

Table C~15
Median Lot Sizes of Completed Houses Built for Sale,
By Location-Total and Detached Only, 1974-1978

Detached Only
Median Lot Size (Square Feet)

s Change sChange
1974 1975 1976 1977 1978 177-'78 1974 1975 1976 1977 1978 _'77-'78
10,340 10,537 10,338 10,200 9,891  -3.08 10,606 10,711 10,524 10,500 10,188 ~3.0%
9,969 10,105 9,79% 9,714 9,376 -3.5% 10,273 10,328 10,058 10,097 9,711 -3.8%
li,osz‘ 12,416 12,094 12,976 12,449 -4.1% 12,263 12,413 12,246 13,401 12,742 -4.9%
14,827 14,962 15,626 15,962 15,983  +0.1s 15,451 15,481 16,366 16,583 17,124 - +3.3
10,694 10,996 11,041 10,774 10,820 +0.4% 10,764 11,147 11,200 10,975 10,882 -0.8%
11,575 11,775 10,861 10,923 10,378  -5.0% 12,094 11,971 11,093 11,475 10,776 -6.1%
7,860 7,945 8,166 7,902 8,124  +2.8%  B,017 8,124 8,342 8,117 8,292 +2.2%

U.S. Department of Commwerce, Bureau of the Census
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Appendix D: Availability of Mortgage Funds for Housing

I. INTRODUCTION

This appendix seeks to ascertain the mumber of newly constructed
and previously occupied residential units expected to be financed in
1980, and the volume of mortgage credits required to do so.

The mumber of housing units financed is determined not only by
the demand for housing but also by the availability of mortgage credit.
The volume of residential mortgage financing is determined in competition
with demands from other sectors of the capital market. These other
competitors include the Treasury, state and local gwernmmﬁs, domestic
and foreign corporations and foreign govermments. Consequently, the
estimates must be derived from a model which solves for a solution of
all the credit supply and demand Vforces, given assumptions concerning
exogenous events and conditions.

The method of forecasting used in this appendix consists in
utilizing the quarterly model developed by Data Resources, Inc. (DRI),
with HUD substituting its own assumptions concerning exogenocusly determined
variables. The DRI model generates changes in outstanding mortgage debt
by FNMA and G\MA, the principal federal mortgage investors, and by the
four principal private mortgage investor groups: savings and loan
associations, mutual savings banks, life insurance companies and commercial
banks. These estimated net changes are then extrapolated into gross mortgage
originations, purchases and sales, etc., by type of property, based on past
data taken from HUD's survey of gross mortgage lending. In 1978, the above
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four lender groups accounted for over 75 percent of all net acquisitions of
long term residential mortgage loans and over 85 percent of all residential
mortgage construction loans. Of the nearly 25% remaining long term loan
net acquisitions, 13 percent was in the form of mortgage pools; the other
twelve percent was attributed to state and local credit agencies and
other private investors. Therefore, over 80 percent of the volume of
mortgage credit can be derived from the DRI model.

Once the gross volume of mortgage credit is determined, estimates
are made of expected average loan ammmts by type of property. The
estimated average loan amounts reflect not only expected housing price
changes, but also the impact on loan to value ratios by expected money
market conditions. Estimates of the mmber of residential units financed
can then be derived by dividing the appropriate average loan amounts into
the estimated gross mortgage lending volumes.

The assumptions and @1yses underlying the 1980 projections are
discussed below, followed by a summary of the projected mortgage credit
flows and the rumber of units financed. This section is followed by a
more detailed discussion of the competing credit demands of the various
sectors of the capital market, as well as the contribution of mortgage
funds by the major participants of the mortgage market. Details of the
projections are set forth in tables that appear at the end of this appendix.
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In each table the projections are compared with the actual figures for
each of the years 1976-1978 and-estimates for 1979 based on actual data
for the first ten months.
II. Summary of Assumptions and General Financial Outlook

In an almost identical pattern to 1979, high rates of inflation will
generate' exceptionally large demands for credit in 1980, despite the like-
lihood of an economic contraction. High rates of inflation will persist
in 1980 for several reasons: (1) rising energy costs will contimue to
affect residential heating and utility costs, and affect all consumer
goods through increased fabrication and transportation costs; (2) stronger
wage demands will attempt to recoup real wage losses in 1979 as well as
meet expected future inflation; (3) expectations of price stability in
the long run are extremely unfavorable.

The bulk of the heavy long-term credit demands are expected to be
from the corporate, federal, and municipal sectors. With an economic
slowdown, corporate f:rofits will likely fall, resulting in greater
external financing needs. Moreover, with many corporate liquidity ratios
already well below the secular lows of 1974, many corporations are expected
to restructure their debt composition toward the capital markets. Most
of this will take place later in the year if long-term rates should

be lower.
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Both Federal and State and local government financing will be inflated
by the budgetary effects of gny slowdown in the economy, accompanied by
rising prices and wages. U.S. Treasury financing will be further
aggravated by the need to mild up military forces in response to the
deteriorating international situation. Moreover, the intemational
situation may reduce the use of international markets as a source of
funds for U.S. Treasury financing, further increasing the borrowing
demands on damestic U.S. financial markets, and increasing the dowrmard
pressure on the U.S. dollar in foreign exchange markets. The latter
development would further aggravate domestic U.S. inflation through the
importation of increasingly expensive raw materials.

This diversity of pressures, contiruing inflation in the face of an
economic slowdown and external pressures upon the dollar, will present
enormous problems for gemeral economic policy. There will no doubt be
business community pressure to ease monetary policy in the
face of the economic slowdown. However, any moves toward easier credit
would risk another resurgence of expectational demand which would have to
be fought back with more restrictive measures.

In projecting mortgage activity for 1980 , several key assumptions were
necessary regarding both expected demand and supply of mortgage funds.
While mortgage interest rates reached record heights in 1979, the demand
for mortgage funds remained unusually strong. Demographic changes in the
population in recent years have boosted the underlying demand for housing
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for several years to come. In addition, homeownership has proven to be
an increasingly superior hedge 'against inflation. Home price increases
averaged 10.7 percent since 1970, 15 percent over the last three years-
well above the overall inflation rates for those periods.  The investment
performance of homes as an asset has more than offset the effect of high mortgage
Interest rates of these same years. Moreover, as inflation pushed family |
incomes into higher marginal tax brackets, the tax-saving advantages of
homeownership became more pronounced.

. While the underlying demand for housing due to demographic changes
will continue to provide some floor for housing demand, some of the
inflation hedge advantage of homeownership has deteriored. With home prices
increasing so rapidly in the past few years, fewer first-time home buyers
have been able to save enough for downpayments, undercutting this segment
of home buying demand. Moreover, despite the sizesble increases in hame
values, the rapid increase in home mortgage rates to levels above 12%,
means that homeowners considering trading up to more expensive homes
would incur sizeable capital losses in gix}ing up their considerably
cheaper mortgage on their present homes. The scarcity of mortgage funds
in the fourth quarter of 1979, together with the record high mortgage
commitment rates, cut housing demand to the extent that the average price
of homes sold in the fourth quarter actually dropped, moderating
expectations of future home prices. Therefore, bousing demand is expected
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to be weak at least during the first half of 1980, gradually growing in strength
in the second half should mortgage interest rates recede and credit becomes
more readily available. Home prices are also expected to increase more
rapidly as demand picks up.
| In the past, the supply of mortgage funds depended largely on the
ability of thrift institutions to compete for funds in the money markets.
Only recently, (1978) have thrifts been given greater opportunity to
campete for funds in tight credit periods, using a variety of certificates
of deposit. Time deposits now represent over 75 percent of thrift savings
capital. While the current costs of these certificates relative to thrift
portfolio yields have greatly reduced thrift profit margins, t:he outloock
for lower market r#tes in the second half of 1980 would mean an improvement
in the spread between mortgage yields and the cost of new funds. Under these
assumptions, the availability of mortgage credit should improve at that time.

while thrift institutions are expected to be the primary source of
mortgage funds in 1980, federal credit agencies, through net purchases of
residential mortgages and especially through the guarantee of new issues
of pass~through mortgage-backed securities will play a major role in '
diverting capital into the mortgage markets.

Basic to all of the assumptions above is that Government Policy will be
more successful in combating inflation in 1980 than it was in '1979. o

improvement in interest rates will occur without lower inflation expectationms.
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Without an improvement in interest rates from the current record levels,
mortgage originations will likely be lower than levels forecasted here.
If current interest rate levels persist through 1980, thrift institutions
could reach a point where campetition for funds would no longer be profit-
able, severely cutting off a primary source of mortgage credit. Federal
credit agency net purchases and guarantees of net issues of pass through
mortgage pools would likely pick up part of the slack. However, total
mortgage lending, in such a scenario, would be below the levels forecasted
here.
I1T. Summary Forecast of Housing Finance in 1980

As depicted in Table D-5, the department expects the volume of
residential long-term mortgage loan originations to total $182.8 billion
in 1980, well below the record $199.8 billion that was extended in 1979.
Of the 1980 total, $171.3 billion represents originations of long-term

mortgage loans on 1-4 family homes with §$11.5 billion going for mortgages
on multifamily properties.
A. Lloans for 1-4 Family

As detailed in Table-10, long~term loan originations for new 1-4
family homes are projected to fall fram $59.7 billion in 1979 to $54.8
billion in 1980. While the decline in new mortgage credit appears small,
the decline in the mmber of units financed will be greater given the
increase in average loan amount. The rumber of newly constructed hames



8

financed by mortgage loans is projects to decline from 1,120,000 units
in 1979 to 918,000 units. The average loan per new dwelling is expected
to increase from $53,300 in 1979 to $59,700 in 1980. The proportion of
newly built 1-4 family homes that is financed by mortgage loans is
expected to rise from 79.7 percent in 1979 to 80.0 percent in 1980,
as new home 'canpletims decline from 1.12 million to .92 million
units.

In the case of existing homes, the volume of long-term mortgage
loan originations is expected to fall from $124.6 billion in 1979 to
$116.3 billion in 1980. Because of the increase in the average loan
per dwelling from $43,900 to $48,300 the mumber of existing homes purchases
- that are financed, or existing homes which are refinanced by mortgage
loans is projected to decline. The mumber of mortgages closed on
existing homes is projected to decrease from 2,838,000 in 1979 to 2,408,000
in 1980. As indicated in Table D-10, the volume of sales of existing
homes is expected to decline from 3,742,000 in 1979 to 3,087,000 in 1980.
The proportion of these home purchases that are mortgage financed (includ-
ing some refinancing of previously acquired homes) is projected to rise
from 76.3 percent in 1979 to 78 percent in 1980.%/
B. Multifamily Properties

Long-term mortgage loans for newly constructed multifamily residential
properties, which had declined from $8.7 billion in 1973 to $4.5 billion
in 1976, are projected to total $6.0 billion in 1980, well below the $7.8

17 1hs reﬁﬁonsﬁip should be tempered by the recognition that the
T  mortgage credit data relate to 1-4 family homes, whereas the sales

data relate only to single family.
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billion generated in 1979. (See Table D~7). This amount will finance
substantially fewer new apartment units, 183,000 compared to 257,000
in 1979. The average loan per dwelling unit is expected in increase
from $30,300 in 1979 to $32,700.

The supply of long-term loans for existing multifamily properties
is projected to fall from $7.4 billion in 1979 to $5.5 billion in 1980.
(See Table D~11). The number of units financed will decrease from
211,000 in 1979 to 146,000. The average loan amounts per dwelling
unit are estimated to rise from $35,100 to $37,800.
C. Mobile Home FinancingZ/

Mobile homes have long been a source of cheap housing for low income
families. Because of improvements in quality and amenities, and in

response to the price inflation of conventional housing of the past few
years, demand for mobile homes has increased steadily. Mobile homes are
not financed by mortgage loans. They are generally financed by consumer
loans repayable on.an installment basis over a period considerably shorter
than the maturity for homes mortgage loans, but substantially longer than
the repayment period for automobiles and other durable consumer goods.

The volume of credits required to finance mobile home purchases
decreased from $7.8 billion in 1973 to $4.3 billion in 1975, but has
risen steadily since then, reaching $6.1 billion in both 1978 and 1979.

2/ The ections of mobile home credit are estimated dilferently from

g mrtp:gg: credit. Estimates are obtained from the DRI model for new
mbi%e homes shipments. These estimates are expanded by estimates
average loan amounts based on VA and Federal Reserve Board.
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(See Table D-12). However, inflation and high interest rates and an
expected economic contraction will reduce the demand for mobile homes
and mobile home credit. Mobile home credit extended in 1980 is projected
to total $5.3 billion. Roughly $3.3 billion will be used to finance
purchases of new mobile homes.
IV. Projected Credit Demands in the Security Markets.
A. Treasury Securities

Projections in Table D-1 for the unified budget deficit for calendar
year 1980 depict a deficit of $53.2 billion compared to $27.7 billion in
1979. The forecast utilizes the following assumptions: (1) no tax cut
1980; (2) slower growth in personal taxes combined with refunds and
lower final tax settlements due to 1979 overwithholding; (3) lower social
insurance tax growth; (4) a decline in corporate taxes; (5) increased
defense spending. It is estimated that the $53.2 billion deficit will

require $57.7 billion in new financing. If sales of U.S. securities
in foreign markets decline, approximately $51.8 billion will have to
financed by the private market. This also assumes that the Federal
Reserve will acquire $6.4 billion and U.S. Investment Accounts and federal
agencies purchase a net $7.1 billion.
B. Federally Supported Securities

Most Federal agencies now borrow to finance their needs from the
Federal Financing Bank. The remaining Federally supported securities sold
in the market consist of the debt instruments of the Government sponsored
agencies (Federal National Mortgage Association (FNMA), Federal Home Loan
Banks (FHLB), Federal Intermediate Credit Banks and Banks for Cooperatives),
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and the mortgage-backed securities guaranteed by the Government National
Mortgage Association (QWMA) and FHIMC. Mortgage backed-securities are
also guaranteed by the Farmers Home Administration, but they are now
sold entirely to the Federal Financing Bank. Taken together, the total
net increase in outstanding Federal Government supported market securities
is projected at $49.6 billion in 1980, compared to $48.4 billion in 1979.
Most of this increase will derive from a substantial increase in new issues
federally supported mortgage pools. Because rising prices and high
effective mortgage rates will also eliminate many low-middle income
families who are the primary targets of most of the federally sponsored
programs, this forecast assumes that some subsidized tandem funds will
be earmarked for the coming year.
C. Mmicipal Securities

Ordinarily, most of the long-term mmicipal bonds issued by State
and local governments are used to finance public facilities. In recent
years, "mmicipal" tax-exempt financing has also served to provide funds
for pollution control facilities at privately owned industrial plants,
privately owned hospitals, and industrial plants leased to private
companies. More recently many state and local govermuents took advantage
of federal tax laws to issue tax—exempt mortgage rever:e bonds for single
family and multifamily mortgage financing. Although Congress will likely pass
legislation some time this year in an effért to limit the benefits of such
issues to go only to first time buyers in targeted income groups, such issues

ere 11kely to remain politically popular in the face of current home
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prices and especially because of the spread between tax-exempt bond rates and
near record conventional mortgage interest rates. Tax-exempt mortgage revenue

bonds will likely increase beyond the $29.3 billion issued in 1979.

In the face an expected econamic turndown, contimued inflation and
lower federal grants-in-aid, state and local goverrments are expected to
sharply curtail construction and other purchases. Nevertheless, inflation
in goods and wages will widen some mmicipal deficits as well as increase
the amounts needed to finance needed construction. Gross new long—temm
mmicipal bond issues will rise from the $41.9 billion sold in 1979 to
nearly $46 billion. Reverme bonds which accounted for 70 percent of
mmicipal bonds sold in 1979 will account for 66 percent in 1980. In
addition, the expected economic slowdown should increase the need for
more interim financing. Thus, issues of short-term tax-exempts are
projected to total $20.2 billion in 1980. Allowing for roll-over of
short-term debt, conversions into long-term debt and debt retirements,
total mmicipal debt outstanding is projected to rise by $26.0 billion
in 1980, conpared to §23.8 billion in 1979
D. Corporate and Foreign Bonds

In 1979, $22.5 billion in bonds were issued by non-financial
corporations, $13.6 billion by real estate and financial corporations,
and $5.6 billion by foreign companies and goverrments. Altogether, $41.7
billion in corporate and foreign bonds were publicly sold or Privately
placed in 1979. (See Table D-3).
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In response to the likely business downtumn expected dixring the
first half of 1980, non—-financial corporations are expected to reduce
spending on plant and equipment outlays, as well as reduce their demand
for short-term financing. While there may be less need for capital
expansion in 1980, non—financial corporations are, nevertheless,
expected to issue & greater volume of long~term indebtedness. The
sharp increase in short-term financing for the third year in a row
has siabstmtially reduced the debt maturity ratios (bond debt divided
by loans and short-term paper) of many nonfinancial corporations to
levels below the previcus secular lows of 1974. Many firms need to
restructure their liabilities to reduce balance sheet risk and improve
liquidity.

In view of the above financial problems, nonfinancial corporations
are expected to issue $36.4 billion in long-term bonds in 1980. With
mortgage and consumer installment credit demand likely to decline 1980,
new issues of real estate and finance company bonds are expected to
decline, fram $13.6 billion to $9.4 billion. Finally, because of contirued
currency exchange risks, i.e. fluctuations in dollar exchange rates,
issues of foreign bonds are expected to total $5.2 billion in 1980.
Taken together, nearly $51.0 billion in new issues of corporate and
foreign bonds are projected for 1980. |
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V. Major Mortgage Market Participents

This section reviews in detail the projected mortgage market
activity of four major mortgage investors plus mortgage pools. The
four major groups of mortgage investors considered here are commercial
banks, mutual sav-mgs bmks, savmgs and loan associations, and life
insurance companies. More detailed data can be found for these lender
groups and all of the other idmtifiéble lender groups in Tables D5 to

D23.
A. Commercial Banks

In 1979, commercial banks were a major source of consumer installment

credit and residential mortgage loans. Moreover, in participating more
actively in the mortgage market, many commercial banks began to act more
like mortgage bankers in oriéinat:ing mortgages for sale in secondary markets.
There are several reasons why cammercial banks are likely to remain
a major source of mortgage credit in 1980. First of all, while there
will likely be a temporary increase in short-term nonfinancial corporate
demand to finance increasing inventories with the omset of the economic
downturn, the expected restructuring of corporate debt into long-term
securities should lower overall bank loan demand. Secondly, commercial
banks, because of their more diversified asset and liability structure,
will not endure the deposit losses thrifts are expected to suffer in
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in early 1980. Consequently, cammercial banks should have a more stable
supply of loanable funds, subject, of course to Federal Reserve actions
aimed at controlling bank reserves.

While gross mortgage originations by commerical banks are expected
to _decline in 1980 as demand for credit subsides, commercial banks will
likely remain a major source of mortgége credit. By of the end of 1980,
cammercial banks are projected to hold $272.3 billion in mortgage loans.
(For detailed projections see Table D-15).

B. Mutual Savings Banks

Mitual savings banks invest in a wide variety of loans and sec.irities,
and are the fourth largest mortgage investor group in the U.S. In 1978,
with mortgage interest rates outpécing returns cn other securities, MSBs
increased the share of mortgage holdings in their portfolios relative to
other investments for the first time in eleven years. They accomplished
this despite a marked slowdown in net new savings flows (excluding
interest credited).

In 1979, MSBa: suffered a record $6.9 billion in net deposit out-
flows, substantially greater than the previous record net outflow of
$2.8 billion ir. 1974, While thrift-issued MCs helped most thrift
institutions compete for funds, MSBs located in areas with large
marginal state tax rates, could not campete against either the after-
tax yields of U.S. Treasury issues or the higher yielding money market
fimds centered in their operating areas. Nevertheless, giirem the
relatively high yield of mortgage interest rates relative to returns
on other long-term investments, mutual savings banks still proﬁded
sizeable amounts of residential mortgage credit in 1979.
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The outlook for 1980 is not altogether optimistic. With credit
conditions expected to tighten further this yeér, the sévere competition
for funds is expected to cause further deposit outflows for MSBs. How-
ever, NOW accamts and the various new money market certificates should
be instrumental in curtailing what cwldbesﬁbstantial deposit losses.
Mortgage demand is likely to keep effective mortgage rates well above
competing long-term security yields; Given the expected short supply of
mortgage credit relative to underlying mortgage demand, effective mortgage
yields will likely remain well above competing long-term security yields.
Consequently, mortgage investments will remain attractive to MSBs, however
activity will be below last year's pace. By the end of 1980, mutual
savings banks are forecasted to hold about $104 billion in mortgage loans.
(For more detail, see Table D-14).

C. Savings and Loan Association

As required by their charters, savings and loan associations
generally invest more than 75 percent of ﬁleii: capital in wrtgége
loans. They comprise the most important source of mortgage credit in
the U.S. Consequently, their ability to attract deposits and borrow
funds in the market largely determines the availability of mortgage
credit. |

Following record profits and record volumes of mortgage lending
in 1978, wvhich continued into early 1979, savings and loan associations
were abrubtly shifted to a low volume, low profits pace by the fourth
quarter of 1979. The key to mich of the success of S&L's in 1978 was
the introd_hctim of the six month money market certificate (ML) which
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ga‘}e SiLs a decided-edge in campeting for funds in the money markets.
However, changes in MMC regulations in March, 1979 abolished the
thrift % point differential when rates were in excess of 9 percent,
and prohibited the compounding of interest on MCs severely curtailing
the S&L competitive edge.

S&Ls had $10.3 billion in net savings inflows in the first quarter
before the regulatory changes. Following the changes, S&18 could attract
only an additional $4.9 billion for the rest of the year. S&L profit
levels were severely hurt in the fourth quarter following the Federal
Reserve's credit tightening moves of October 6, which sharply pushed up
both money market and capital interest rates. With short-term rates
climbing to 600-700 basis points above regular pass book account yields,
savers either switched funds to higher yielding MiCs or withdrew funds,
investing the proceeds in money market funds or directly into market
securities. By the end of December, 75 percent of all S&L deposits were
in some form of certificate of deposit. While the use of six month MVCs
and jumbo certificates prevented serious disintermediation, the competition
for funds, and especially the moves to credit restraint have resulted in
a substantially higher cost deposit base and a need for a higher yielding
and more flexible portfolio.

Despite these immense problems S&ls managed to originate $82.5
billion in 1=% family long—term mortgages and increase their holdings of
all mortgages by $42.9 billion. Although gaining only $15.2 billion in
net new savings inflows, S&Ls tapped net losn repayments of $49.7
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billion and $24.2 billion in interest credited as the main sources of
loanable funds in 1978, Additional FHLBB advances of $8.1 billion
plus $4.1 billion in other borrowings and $6.2 billion in net sales
(sales less purchases) of mortgage loans provided the remaining needs.

The outlook for 1980, is that conditions similar to the last two
months of 1979 will prevail through most of 1980, easing somewhat by
the end of the year. Record high interest rates will continue to
suppress housing credit demand as well as force S&Ls to pay premium
dividends in order to maintain their savings capital. Money market
certificates will have their main effect in preventing a major. outflow
of funds. Most of the S&L mortgage lending will be financed through
$50.5 billion in net loen repayments, $25.5 billion in interested credited,
and $8 billion through increased use of secondary mortgage market
transactions. By the end of 1980, S&L mortgage holdings are expected to
total $510.9 billion. |
D. Life Insurance Companies

Life insurance companies invested a record volume of funds in 1979.
While investments in coiporate bonds provided the major cutlet for life
insurance investments, mortgage lending resumed a normal role in invest-
ment operations, improving further on the gains made in 1978. While
the major share of life insurance mortgage lending went for commercial,
industrial, and farm properties, an increasing number of companies
became more active in the residential mortgage market. This renewed
interest in residential mortgages was inspired by the high level of mortgage
yields met of servicing costs, as well as continued improvement with loan

delinquencies and foreclosures.
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In 1979, life insurance companies increased their holdings of
mortgages on multifamily properties, although not by as large a volume
as in 1978. Last year's (1979) acquisitions of $1.7 billion in milti-
family mortgages were off mearly $160 million from 1978's volume, but
substantially above the $1 billion made in 1977. More than half of
the acquisitions were for mortgages on new buildings.

There was a marked change in investment in 14 family home
wortgages by life insurance companies. Life insurance éaxpmies
nearly doubled their net acquisitions of 1-4 family mortgage loans
with originations of $1.8 billion and with net purchases of $1.2
billion. Life insurance holdings of 1-4 fém'.ly, mortgages increased
for the first time since 1966.

In 1980, the same factors which were important to increased
investment in residential mortgages last year will still be present.
While most of the increase in life insurance mortgage lending will
again go for camercial and farm properties, the upward trend in
residential mortgage loan investment should contimue. Life insurance
holdings of all mortgage loans are expected to increase $11.6 billion
by the end of 1980 to $126.8 billion. (See Table D-16 for further
detail).
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E. Mortgage Pools

Introduced in 1970, mortgage-backed pass through securities have
developed into a mejor source of mortgage credit by converting mortgage
loans into more attractive and more liquid investments. Their use as
a countercyclical tool became evident in 1974 when pass—through
securities accounted for six percent of all mortgage loan originations.
In 1979, net issues of federally guaranteed mortgage pools accoamted for
15.5 percent of all long-term residential mortgage originations in 1979.
Moreover, the success of the federally s&pported mortgage pools encouraged
the inauguration of privately insured pools of conventional mortgage
loans, begun in 1977. Last year, privately insured pools provided $2.6
billion in additional mortgage credit.

In 1980, with thrift institutions expected to have even greater
difficulty in attracting net new savings inflows, there will be even
greater reliance on s&:ondary mortgage markets as a source for mortgage
credit. Federally supported mortgage pools are expected to issue a net
volume of $38.6 billion in pools of residential mortgage loans, with
$37.5 billion for 1-4 family mortgages. Privately insured pools are
expected to grow by $4.1 billion. Combined, mortgage pools will finance
nearly 23 percent of all residential mortgage originations in 1980, up
from 16.8 percent in 1979.
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Table D=1

Federal Fiscal and Financing Operations
(dollars in 51II10ns)

Calendar Years
Actual Projected

Federal Budget 1976 1978 1079 1980

1. Receipts $318.5 . $ZBU. 6 .

2. CQutlays L 375. 460.7 508.3 574.8

3. Surplus, or Deficit (=) -56.6 =43.8 -27.7 =53.2

4., Trust Funds . - .9 16.1 10.3 -5

5. Federal Funds -57.5 =59.9 -38.0 = ~49.7

Off Budget lus or Deficit (=)

. eral Fin. A -8.4 -10.2 -13.6 -13.5
70 Oﬁler "409 -lcl 6.5 -505
U.S. Budget Plus Off Budget

. us or 1clt (- -62.3 ~53.0 =45.1 =57.7

financed by »

9. Bcrrouin%bfgmmblic 69.0 53.7 27.2 51.8
10. Cash and tary Assets -5.8 =-1.7 -12.1 1.1
11. Other -1.0 1.0 5.8 4.8
F - t Securities

t in:

Agency Debt 3 7 1.4 9
Sponsored Agency Debt 2.6 23.9 23.7 18.5
Guaranteed Securities E.ZZ 18.3 23.3 30.2

Total . . 8.5 %9.6

Memo Items

Treasury Operating Balance 11.7 16.3 13.9 13.6

F.R. Banks 10.4 4.2 4.0 6.4

Tax and Loar Accoumts 1.3 12.1 9.8 7.1

Other Award Accounts * * * id

* Less than $100 million

Sources: Treasury Bulletin, Federal Reserve Bulletin, Securities and

Cormission, data from individual agencies, and Department of HUD

estimates and projections.
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Bond Issues

General Obligation

Revenue Bonds

Total New Issues
(Refunding)

Bonds Retired

Net Increase

Notes

Maturities
Net Increase

Total Ch in
Mmicipal Debt

Sources: 1976~1979:

1980:

Table D=2
State and local Goverrment Securities
1lI1ons o ars

Calendar Years

Actual Projected
1976 1977 1978 1979 1980

§16.9 §17.9 - §17.9 $12.6 $15.7
16.9 27.2 28.3 29.6 30.1

33.8 45.1 46.2 42.2 45,

3.5 9.6 9.3 1.9 .2
12.1 15.7 16.1 17.5 18.0
24.7 29.4. 29.8 24.4 27.8

21.9 21.3 21.6 20.9 20.2
26.5 21.9 20.0 21.5 22.0
(=4.6) (~.6) .9 -6 -1.8
17.1 28.1 30.7 23.8 26.0
Federal Reserve Board, Weekly Bond Buyer, and estimates
of the Department of HUD.

Department of HUD projections.
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Table D=3

Co ate and Foreign Bonds
EgoIIars in billions)

Calendar Years
Actual Projected

Gross Sales 1976 1977 1978 1979 1980

{ fered §26.5 $7%.1 $T9.8 $26.6 $§35.7

anate y Placed 15.9 17.9 17.1 15.1 15.3

Total 42.4 42.0 36.9 41.7 51.0
Issues Sold by
Industry Group

Non-Financial 27.5 26.0 22.1 22.5 36.4

Fin. & Real Estate 9.5 10.6 9.6 13.6 9.4

Foreign 5.4 5.4 5.2 5.6 5.2

Adjustments & Maturities 10.2 9.5 9.3 10.5 10.9

Estimated Net Change 32.2 - 32.5 27.6 31.2 40.8

Sources: 1976~1979: Securities and Exchange Commission, Bureau of Economic

Analysis, and Department of HUD estimates.

1980: Department of HUD projections.



Table D=4 .
Net Acquisitions of Long-Term Mortgage Loans on
Residential Properties by Indentifiable Lender Groups
(dollars in billions)

Calendar Years

lected

1~4 Family Homes 97 107 1978 1979 m'—-mso
: s & Loan Associations $65.3 $35.5 $85.7 §76.1 $56.9
Mutual Savings Banks 8.1 11.4 12.0 10.8 9.3
Commercial Banks 20.6 32.1 37.0 35.5 30.7
Life Insurance Companies S .6 1.6 3.1 3.0
Non=Insured Pension Funds a/ 3! 4 3 .1
State & Local Retirement Funds 2 N 4 .5 4
State & Local Credit Agencies 1.3 1.3 2.3 3.7 4.7
Mortgage Companies .6 2.4 3.2 6.3 .2
Credxt Unions .7 7 .7 .8 4
Mortgage Investment Trusts .1 1 .1 a/ a/
Federal Credit Agencies 1.4 4.8 14.5 14.8 13.0
Federally Supported Mortgage Pools 15.8 22.1 21.8 28.3 37.5
Privately Insured Mortgage Pools - .2 1.1 2.6 4,1

Total . 162.7 180.3  T8Z.8 170.3
Multifamil rties
Savings & k%r Esocmtlons $ 5.5 $ 6.9 $ 6.2 $ 4.8 $ 3.5
Mutual Savings Banks 1.6 1.8 1.7 1.0 .8
Commercial Banks 2.1 1.7 2.0 1.9 1.6
Life Insurance Companies .8 1.0 1.‘9( 1.{ 1.3
Non-Insured Pension Funds a/ .1 . a
State & Local Retirement Funds 2 .2 <9 .8 7
State & Local Credit Agencies 9 1.2 .7 7 .8
Mortgage Companies a/ .6 .2 .6 (=.3)
Mortgage Investment Trusts 2 .1 1 a/ a/
Federﬂlcredlt; Agencies ) .g %é .9 2. 'g 171
Federally Supported Mortgage Pools . 1 2.2

Total 1786 16.1 IE 5 .

8/ Less than $50 million.



i, ¢

B, - s e,

e

R SN s R A ALt 05K R S A1 6 A N~ R RN ol X s -

B TINEVR PP o

s

Table D=5
Total Originations of Long-Term Mortgage Loans on

Residential Properties by Identifiable Lender Groups
(ﬁoﬁars in 51II:LonsS

Calendar Years
Actual Projected

1~4 Family Homes 1976 1977 1978 T80
Savings & lLoan Associations SG6IL.0 $86.3 $90.0 §75.5
Mutual Savings Banks 6.4 8.7 9.5 7.3
Commercial Banks 24.0 36.2 41.4 34.6
Life Insurance Companies 4 4 .8 1.8
Non—Insured Pension Funds * .1 .2 .1
State & Local Retirement Funds .1 .1 .1 .1
State & Local Credit Agencies 1.0 .8 1.3 2.4
Mortgage Companies 15.7 25.7 3%.4 44,7
Federal Credit Agencies 2.7 3.1 4.8 4.4
Credit Unions 7 o7 .7 4
Mortgage Investment Trusts .1 .1 .1 *

Total 113.0 182.2 |33 17T.3
Multifamily Properties
mﬂﬁa—uﬁ———mmn«m $ 5.1 $ 6.8 $ 6.2 4.8 $ 3.6
Mutual Savings Banks 1.4 1.5 1.4 9 o
Camercial Banks 2.0 1.8 2.1 2.0 1.7
Life Insurance Companies .8 1.0 1.8 1.7 1.6
Non—Insured Pension Funds .1 .1 * .1 *
State & Local Retirement Funds 1 2 A .5 .3
State & Local Credit Agencies 1.0 1.2 9 .6 .7
Mortgage Investment Trusts 2 2 .2 1 *
Mortgage Campanies .6 2.0 1.8 2.1 1.3
Federal Credit Agencies 1.1 1.0 1.7 2.7 1.6

Total ITT" .7 16.5 5

*  Less than $50 milion.



Table D=6

Total Originations of 1-4 Family Long-Term Mortgage Loans
by Identifiable Lender Groups

(dollars i1n billions)

New 1-4 Fanilg Homes |
avings soclations

Mutual Savings Banks

Cammercial Banks

Life Insurance Companies

Non-Insured Pension Funds

State & Local Retirement Funds
State & Local Credit-Agencies
Mortgage Can?mles

Federal Credit Agencies

Credit Unions

Mortgage Investment Trusts

Total a/
Previously Occupied

1-4 Family Homes .
Sevings £ Tom Associations

Mutual Savings Banks
Camnercial Banks

Life Insurance Companies
Non-Insured Pension Funds

State & Local Retirement Funds
State & Local Credlt Agencies
Mortg

Federal Credit Agenc:.es
Credit Unions

Mortgage Investment Trusts

Total a/
* Under $50,000

Calendar Years

Actual Projected
$I7.7 $24.5 $27 7 $27.5 $25.0
1.3 1.6 1.5 1.2
6.2 9.4 10 9 11.3 9.8
.1 .1 2 .8 .6
%* * 2 .2 .1
* * * * %*
02 31 03 ol 03
5.0 8.7 14.0 15.9 15.7
1.5 1.8 2.3 2.0 1.9
2 .2 W2 3 .2
.1 .1 —
32.2 46,5 57.5 59.7 54.8
$44.2 $61.8 $62.2 $54.9 50.5
5.2 ‘7.0 7.8 7.3 6.1
17.8 26.8 30.5 28.2 24.8
‘3 §3 .6 1.0 102
.1 .1 B! .1 *
.8 .8 1.0 1.8 2.1
10.7 17.0 20.4 28.5 28.9
1.2 1.3 2.5 2.3 2.5
05 .5 .5 C4 .2
.1
80.8 115.6 125.7 124.6 116.3

a/ Totals may not equal sum of parts to rounding.



Table D=7 ‘
Total Originations of Mortga%e Loans on Multifamily
Properties by Identifiable lLender Groups
(doliars in billions)

Calendar Years

gl e o
1976 1077 1978 19
New Multifamily Units
Savings & Loan TssocTations $1.2 $1.7 $1.9 $1.8 $1.

6
Mutual Savings Banks 4 2 .3 .2 o2
Commercial Banks 6 A A .8 o7
Life Insurance Campanies 4 5. 9 .9 .8
Nan-Insured Pension Funds 0 0 * *
Mortgage Cm?ames S 1.5 1.1 1.1 oD
State & Local Retirement Funds * * 0 .1 .1
State & Local Credit Agencies 2 3 5 S .6
Federal Credit Agencies 1.0 9 1.6 2.4 1.5
Mortgage Investment Trusts 2 %* %* * *
Total _a./ ' 405 5.5 6-7 7.8 6.0
Previously Occupied Multifamily
Units
vings & Loan Associations $3.9 $5.2 $4.3 $3.1 $2.0
Savings Banks 1.0 1.3 1.2 o7 5
Camxerc:al Banks 1.4 1.4 1.7 1.2 1.0
Life Insurance Companies 3 S5 .9 o7 .8
Non-Insured Pension Funds .1 % , *
Mortg Cangame'é‘ - .1l S .8 1.0 R
Stateagel.oca Retirement Funds .1 -1 4 .3 .2
State & Local Credit Agencies 7 .9 A .1 .1
Federal Credit Agencies .1 d .1 2 .1
Mortgage Investment Trusts .1 .1 1 .1 *
Total a/ 7.8 10.1 9.9 1.4 5.5

* Under $50,000.
a/ Totals may not equal sum of parts due to rounding.



Table D=8

Sources and Uses of Funds of Depository Institutions
{dollars in billions) —

Calendar Years
Actual Projected

Savings and Loan Associations 1976 197
Total Liabilities and Capital T301.9 .2 3523.5° 3§5/0.1
Savings Capital 335.9 386.8 431.0 470.1
FHLB Advances 15.7 19.9 32.0 40.3
Other borrowed money 3.4 7.9 10.9 15.0
Loans in Process 6.8 9.9 10.7 9.5
Other Liabilities 8.1 9.5 9.9 11.6
Net Worth 22.0 25.2 29.1 32.5
Total Assets 391.9 459.2 523.5  579.1
Cash & Investment 35.7 39.2 44.9 46.5
Other Assets 33.2 38.9 45.9 57.0
Mortgages 323.0 381.2 432.8 475.7
Mutual Savings Barks
Total Liabilities & Surplus 134.8 147.3 158.2 163.7
Deposits 123.7 134.0 142.7 145.0
Reserve Accounts and Other liabilities 11.1 13.3 15.5 18.7
Total Assets 134.8 147.3 158.2 163.7
U.S. Gov't & Federal Agency Securities 14.8 " 16.9 18.3 19.5
Mmicipal Securities 2.4 2.8 3.3 3.0
Corporate Stock 4.4 4.7 4.8 4,7
Corporate & Other Securities 20.4 21.6 21.6 20.6
Mortgage Loans 81.6 88.2 95.2 100.5
Cash & Other Assets 11.2 13.1 14.9 15.4
Credit Unions
Total Assets 45.2 54.1 62.6 68.2
Loans Outstanding 3.4 42.1 51.8 59.6
Share Deposits 39.2 46.8 33.0 58.8

Sources: 1976-1979: Federal Home Loan Bank Board,
s Banks, FDIC Call Reports National Credit Union
Acknmmtratwn, coupled with Department of HUD estimates for

1979.

National Association of Mutual



NS P

Table D=9

Sources and Uses of Funds of Other Major Mort Investors
(dollars in billions)

Calendar Years
Actual Projected

Camercial Banks 1975 1976 1077 1978 1979

) serves $Y96I.1  SIOGU.0 SII7h.6 $I768.6 SI356.4
Demand Deposits 325.5 338.7 384.9 399.2 376.0
Time Deposits ) 467.3 506.4 562.2 612.1 657.5
Capital Account & Borrowing 168.3 194.9 229.5 220.3 322.9
Total Loans & Investments 729.6 786.4 871.5 1030.4 1118.2
Treasury Securities 81.6 98.0 97.0 93.1 93.2
Federally supported market

securities 33.8 34.9 36.1 45.0 33.7
Mumicipal securities 101.6 104.5 113.7 121.9 110.5
Real Estate Loans 136.5 151.2 179.0 210.5 247.5
Commercial & Industrial Loans 181.4 185.1 207.3 246.5 296.8
Loans to Individuals 107.3 119.3 141.5 164.9 186.9
Other Loans & Investment 87.4 93.5 9.9 148.5 149.6
Life Insurance Campanies

ota sets 289.3 321.6 351.7 389.9 432.8
U.S. Gov't Securities 4.7 5.4 5.3 4.8 5.2
State & Local Securities 4.5 5.6 6.1 6.4 6.5
Foreign Securities 4.5 7.0 8.2 8.8 9.3
Corporate Bonds 107.3 123.0 141.9 162.6 182.4
Corporate Stocks 28.1 34.3 33.8 3.5 . 39.8
Mortgage Loans 89.2 91.6 96.8 106.2 117.4
Policy Loans 24.5 25.8 27.6 30.1 34.9
Cash and Other Assets 26.6 29.0 32.1 35.5 37.3

Sources: 1976-1979: FDIC Call Reports, Institute of Life Insurance, coupled
with Department of HUD estimates for 1979.



Table D=~10

Means of Financing for 1=~4 Family Homes
(dollars in billions)

Calendar Years
Actual ' Projected
New Homes ]
Yortgage loans closed a/ $32.7 $57.5 $59.7 $54.8

a v S , ,
Average loan per dwelling b/ $35.9 $40.5 $45.9 $53.3 $59.7
(in thousands)

Number of homes financed ¢/ 897 1148 1253 1120 98
(thousands of units)

Construction campletions d/ 1111 1353 1485 1424 1148

Number finsnced/completions 80.7% 84.87% 84.47 78.7% 80.0%

Existing Homes

Mortgage loans closed $80.8  $115.6  $125.7 $124.6  $116.3

Average loan per dwelling §29.1 §$ 34,5 §37.4 $43.9 §48.3
(in thousands) V

Number of homes financed 2777 .3351 3361 2838 2408
(thousands of units) .

Existing home sales 3002 3572 3905 3742 3087
(thousands of units)

Proportion mortgage financed 92.5¢ 93 .&% 86.1% 75.8% 78.0%

Sources ‘

a/ Table D6

b/ Federal Home Loan Bank Board: average loan amounts for conventional loans
¢/ mortgage loans closed divided by average loan amounts

d/ . construction completions reported by Census Bureau, adjusted for condominium
units built as multifamily projects and later financed as individual homes

e/ Yational Association of Realtors: existing single family home sales
Note: 04, 1979 data estimated by HUD; 1980 figures projected by Departnetxt of HID.

[N


http:aao.m.ts

) Table D-11
Means of Financing for Multifamily Projects
(Dollars 1n biliions)

Calendar Years
Actual Projected
1976 1977 1975 1979 1980
New Apartment Units - —
Mortgage Loans closed a/ $ 4.5 $ 5.5 $ 6.7 $ 7.8 $ 6.0
Average loan per wunit $27.0 $25.9 $28.1 $30.3 $32.7
(in thousands)
Number of units financed
(thousands of units) 167 212 238 257 183
Construction Completions d/ 266 304 382 4b4 272
(thousands of units)
Mumber financed/completions 63% 70% 62% 58% 67%
Existing %Erment Units
rtgage loans closed a $7.8 $10.1 $9.9 $ 7.4 $ 5.5
Average loan per unit B/ - $33.3 $29.6 $32.6 $35.1 $37.8
(in thousands)
Number of units financed ¢/ 234 kA 304 211 146
Sources: a/ Table D-7.
b/ Department of HUD: average loan amounts for FHA-insured multifamily
project loans, with same interpolations and adjustments.
¢/ Mortgage loans closed divided by average loan amounts.
d/ Construction completions reported by Census Bureau, adjusted for

condominium units built as multifamily units and later financed
as individual hames.



Table D=12

Financing of Mobile Homes
O r TR T

Calendar Years

) 1976 1977 1978 1979 1980

Loan Requirements
New E-BELLf.e Homes a/ $2.6 $3.1 $3.6 §3.8 $3.3
Used Mobile Homes b/ 2.2 2.3 2.5 2.3 2.0
Total Requirements 4.8 5.4 6.1 6.1 5.3

loans Extended

mercia K 3.1 3.5 3.7 3.6 3.4
Finance Companies .7 .6 9 .8 7
Savings & Loan Associations 9 1.1 1.2 1.5 1.1
Credit Unions .2 .2 .2 .2 .1
4.8 ERA 0.1 o.l Ded

2) New Home shipments, adjusted for case sales, times

loan amounts.

b) Derived used home sales times average loan amounts.

Sources 1976~1979: National Conference of States on Building Codes
and Standards (new home shipments); Veterans
Administration and Federal Reserve Board (average

loan amounts); Federal Reserve Board (loans extended
by commercial banks and finance companies); and HUD
estimates (based on data obtained from Federal Home
Loan Bank Board, National Credit Union Administration

and Veterans Administration).

1980: Department of HUD projections.

* Total many not equal sume of parts due to rounding.

average annual



TABLE D-13

Gross Flows of Mort Loans: ings and Loan Associations
%EIE’E& in §1ﬁ10ns5

Calendar Years
Actual Projected
1976 — 1977 1978 1979 1980
Acquisitions of Construction Loans
14 Family homes $13.0 $18.2 $20.1 $18.5 $14.8
Multifamily properties 1.9 2.5 2.4 2.0 1.6
Non-residential properties 2.1 2.3 2,2 2.1 2.0
Construction Loans Qutstanding  14.1 18.8 21.8 22.7 19.4
Long~Term Loans on 1-4 Family Homes"
Total Qutstanding at year end  253.5 1300.2 343.5 382.2 410.9
Net acquisitions during year 65.3 86.5 85.2 76.1 66.9
Gross acquisitions during year  73.0 99.5 100.2 94.0 85.9
Loan purchases 11.1 13.2 10.3 11.5 10.4
Loan originations, total 61.9 86.3 90.0 82.5 75.5
New properties 17.7 24,5 27.7 27.6 25.0
Existing properties 44.2 61.8 62.2 54.9 50.5
Loan sles : 7.7 13.0 15.0 17.9 18.9
Term Loans on Multifamily
et d 2.6 29.9 32.7 3.0 34.5
1otal outstanding at year en . . . . .
Net acquisitions year 5.5 6.9 6.2 4.8 3.5
Gross acquisitions during year 5.9 7.5 6.6 5.1 3.9
Loan purchases .8 .7 A .3 3
Loan originations, total 5.1 6.8 6.2 4.8 3.6
New properties 1.2 1.7 1.9 1.8 1.6
Existing properties 3.9 5.2 4.3 3.0 2.0
Loan sales A4 .6 4 .3 4
WM
and Farm Properties
Total outstanding at year end 25.8 28.4 0.5 ‘31.9 33.1
Net acquisitions during year 4.4 6.4 5.6 4.6 4.8
Gross acquisitions during year 6.7 6.9 6.0 4.8 5.1
Loan putchases 1.2 .9 3 .3 .2
Loan originations 5.6 6.0 5.4 4.6 4.9
Loan sales 2.3 S b .3 .3
*Under $50,000.
Sources:
1976-1979: HUD New Releases and HUD Estimate &4th Quarter 1979.
T980: Department of Housing and Urban Development Projectioms.
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TABLE D-14

Gross Flows of Mort loans: Mutual ings Banks
(gﬁ%ars in Billioas)

Calendar Years
Actual Projected
976 1977 978 1979 198%
Acquisitions of Construction Loans
1=% Family homes $ .7 $ .9 $ 1.0 $ 1.1 $ .8
Miltifamily properties .2 N .6 ; NA
Non~residential properties .2 A S . 4
Construction Loans Qutstanding 1.0 1.2 1.8 2.0 1.5
Long-Term Loans on 1-4 Family Homes
Total Qutstanding at year end 52.5 57.4 62.7 67.3 70.5
Net acquisitions during year 8.1 11.4 12.0 10.8 9.3
Gross acquisitions during year 8.6 11.6 12.3 11.4 9.5
Loan purchases 2.1 2.9 2.8 2.6 2.0
Loan originations, total 6.4 8.7 9.5 8.8 7.3
New properties 1.3 1.6 1.7 1.5 1.2
Existing properties 5.2 7.0 7.8 7.3 6.1
Loan sales S .2 .3 6 A4
%’I‘eﬁn Loans on Multifamily
rtleimdmg d 13.8 14.6 15.4 15.3 15.1
10 EEE outs at year en . . . . .
Net acquisitions during year 1.6 1.8 1.7 1.0 .8
Gross acquisitions during year 1.6 1.8 1.7 1.0 .8
Loan purchases .3 3 .3 .1 .2
Loan originations, total 1.4 1.5 1.4 .9 .7
New properties 4 2 3 .2 .2
Exlstmg properties 1.0 1.3 1.2 .7 5
Loan sales * * * *
Eﬁ:’l‘erm Loans on Non-Residential
and_Farm Tties
otal outs at year end 14.C 15.1 15.3 15.4 15.6
Net acquisitions during year 1.9 1.8 1.9 1.3 1.4
Gross acquisitions during year 1.9 1.8 2.0 1.3 1.4
Loan purchases .2 .1 .2 .1 .1l
Loan originations 1.7 1.7 1.8 1.2 1.3
Loan sales * C* *
*Under $50,000.
Sources:

1976~-1979: HUD New Releases and HUD Estimate 4th Quarter 1979.
1980:

Department of Housing and Urban Development Projections.
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TABLE D-15

ars in ililions

ég_?% sitions of Construction Loans
amily S

Multifamily properties |
Non-residential properties
Construction Loans Qutstanding

Long=Term Loans on 1-4 Family Homes

Commercial Banks

Total Qutstanding at year end
Net acquisitions during year
Gross acquisitions during year
Loan purchases
Loan originations, total
New properties
Existing properties
Loan sales
%Term Loans on Multifamily
rties
TotaE outstanding at year end
Net acquisitions during year
Gross acquisitions during year
Loan purchases
Loan originations, total
New properties
Existing properties
Loan sales

Term Loans on Non-residential
and Farm rties
otal oustan . at year end

Net acquisitions during year
Gross acquisitions during year
Loan purchases

Loan originations

Loan sales

*Under §50,000.
Sources:

Calendar Years
A T T

1976 1977
$ 6.4 §11.9 $13.9 815.5 $14 0
2.5 3.4 5.4 6.1 4.4
7.8 8.8 15.5 20.1 19.1
16.8 20.9 26.6 3.4 3%.5
77.8 93.9 113.7 132.7 147.0
20.6 32.1 37.0 35.5 30.7
24.9 37.9 42.9 41.5 35.4
.8 1.7 1.5 2.0 .8
24.0 3.2 41.4 39.5 3%.6
6.2 9.4 10.9 11.3 9.8
17.8 26.8 30.5 28.2 24.8
4.3 5.8 5.8 6.0 4.7
4.3 4.8 5.7 6.5 6.9
1.9 1.7 2.0 1.9 1.6
2.0 1.8 2.2 2.0 1.7
* : * * * ’ *
2.0 1.8 2.1 2.0 1.7
.6 4 4 .8 o7
1.4 1.4 1.7 1.2 1.0
.1 .1 .1 .1 .1
46.2 54.1 62.6 68.2 75.5
12.8 19.3 21.3 17.7 20.6
13.3 20.2 22.1 18.8 21.5
.1 .4 '4 ‘2 ‘3
13.2 19.8 21.7 18.6 21.2
.6 9 .8 1.1 .9

1976=1979: HUD News Releases and HUD Estimate 4th Quarter 1979.
T980: Department of Housing and Urban Development Projectioms.
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Gross Flows of Mort Loans: Life Insurance ies
ZET%S in Billions)

TABLE D-16

1976-1979: HUD News Releases and HUD Estimate 4th Quarter 1979.
1080

Calendar Years i
Actual “Projected
1276 1977 19/8 1979 1980
Acquisitions of Construction Loans
1—4Tam1{ § * $ * $ * § * $ *
Multifamily p‘ropertles * * * * %*
Non-residential properties .3 4 .3 .5 .5
Construction Loans Outstanding .4 4 A S .6
Long-Term Loans on 1-4 Family Homes
Total Outstanding at year end 15.5 14.0 13.9 15.3 16.5
Net acquisitions during year 8] .6 1.6 3.1 3.0
Cross acquisitions during year S .6 1.7 3.3 3.1
Loan purchases .1 .2 .8 1.5 1.3
Loan ongmatn.ms, total 4 A .8 1.8 1.8
New properties .1 .1 2 .8 .6
Existing properties .3 .3 .6 1.0 1.2
Loan sales * * * .2 .1
Long-Term Loans on Maltifamily
rties
I%dmg at year end 18.4 17.9 18.2 18.4 18.5
Net acquisitions during year .8 1.0 1.9 1.7 1.6
Gross acquisitions during year .8 1.0 1.9 1.7 1.6
Loan purchases .- .. * * * .1 *
Loan originatiems, ‘t:atal .8 1.0 1.8 '1.6 1.6
New properties - - 4 5 9 9 .8
1 ngtmg properties 8 8] 2 8 8
Term Loans on Non-residential
and Farm Properties -
5 at year end 54.1 61.0 69.8 80.5 90.6
‘Net acquisitions during year 6.2 11.5 13.3 14.7 15.8
Gross acquisitions during year 6.2 11.6 13.3 14.7 15.8
Loan purchases .3 .6 .6 7 N
Loan originations 6.0 11.0 12.7 4.1 15.1
Loan sales * 1 * %k *
*Under $50,000.
Sources

Department of Housing and Urban Development Projections.
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TABLE D-17

Gross Flows of Mortgage loans: Mortgage ies
: Uﬁﬁars in BIIIIORSE

Calendar Years
_Actual Projected
1976 1977 1978 1979 980

Acqz_ulsltl.ms of Construction Loans s1. 4 $1.8 ] :133 %g s 2'3
mltlfanu.l prcpertles o7 . . .
Nm—reslda};tlal properties .8 1.0 1.6 2.4 2.2
Construction Loans Outstandin g 2.7 2.9 3.5 4.0 3.4

Term Iomvs on 1= Family Home
%W 4.2 50 1.3 1.7 8.5
Net acquisitions during year . . . . T
Gross gtcnqulsn.tlms during year 17.6 29.8 38.3 50.3 47.5
Loan purchases 2.2 4.1 3.8 5.9 2.8
Loan originations, total 15.4 25.7 3.4 4b.4 &4;

Peistin propertltles 162 20 0 R
Loan saiet?g . 17.1 27.3 35.0 44,0 47.3
%Term Loans on Multifamily

rties

Tﬁ%mﬁﬁmg at year end 1.2 1.4 1.4 1.7 1.%
Net acquisitions during year * .6 .2 6 (-.3)
Gross acquisitions during year .6 2.0 2.0 2;1 .1
Loan purchases * 1 2 .
Loan originations, total .6 2.0 1.8 2.1 1.3

New properties { 1.2 1.51; 11.(1) g
Loan ?a%:smg propertles .6 175 1.8 1.6 1.6

Term Loans on Non-residential
To%mmmsf year end 7 1.% 1.% 1.8 1.2
Net acquisitions during year .1 . . . .
Gross gqulsltmns during year 1.3 5.2 6.5 6.0 5.0
Loan purchases * .1 * .1 .l
Loan originations 1.3 5.1 6.5 5.9 4.9
Loan sales 1.2 4.7 5.8 5.2 4.7
*nder . $50,000.
Sources

1976~1979: HUD News Releases and HUD Estimate 4th Quarter 1979.
1980:

Department of Housing and Urban Development Projections.
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TABLE D-18

Gross Flows of Mor loans: Federal Credit Agencies
EEIIars in Billions)

Calendar Years

5

Acquisitions of Construction Loans
Iﬁ Family homes $

Multifamily properties
Non-residential properties

Construction Loans Qutstanding

Term Loans on 1-4 Family Homes

I'f‘o% Tutstanding at year eng
Net acquisitions during year
Gross acquisitions :hnng year
Loan purchases
Loan originations, total

New pmpert:l

Existing properties
Loan sales

'I‘?Fg:Tem loans on mltz.familz

operties
16 EE outstanding at year end

Net acquisitions during year
Gross acquisitions during year
Loan purchases
Loan originations, total

New propert:.es

Existing properties
Loan sales

Term Loans on Non-residential
and Farm ties
Total ou g at year end

Net acquisitions during year
Gross acquisitions during year
Loan purchases

Loan originations

Loan sales
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*nder $50,000.
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1976-1979: HUD News Releases and HUD Estimate 4th Quarter 1979.
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TABLE D-19

Gross Flows of Mortgage Loans: Mortgage Poolsé/
A e T PiTio e ooe®

a/ Financed by securities guaranteed by Government National Mortgage Association,
T Federal Home Loan Mortgage Corporation, Farmers Home Administration.

b/ Conventional mrt%gn pass-thmmficates insured by Mortgage Guaranty
Mortgage

Insurance Corp.,

* Less than $50 million

e, VEREX
Mort Insurance, Investors Mortgage Insurance,
The %}.‘gest such poo’l insured was in September, 1977.

Mort,

andg 2

Insurance, PMI
ted Guaranty Corp.

) al Calendar Years
A. Federally Supported Mortgage Pools=" Actual Projects
1976 ~ T978 1979 1980

Long-Term Loans on 1-4 Family Homes )
Total Outstanding at year end $41.5 $60.0 75.5  $98.3 $§129.2
Net acquisitions during year 15.8 22.1 21.8 28.3 37.4
Loan purchases 16.4 23.4 23.2 29.1 38.1
Loan sales .5 1.3 1.4 6 .7
Long~Term Loans on Multifamily

gFrtles .

ota tstanding at year end 1.9 3.1 4.6 7.0 8.4
Net acquisitions during year .7 1.3 2.0 2.6 2.2
Loan purchases .7 1.4 2.0 2.6 2.2
Loan sales ® .1 .1 0 0

Term Loans on Non-residential

) ang Farm g%rues ]

2al outstanding at.year end 3.9 4.4 4.8 5.4 6.3
Net acquisitions during year .3 .6 .5 .7 1.0
’ purchases .8 1.2 1.5 1.2 1.7
Loan sales .3 S5 1.0 .5 .7
B. Privately Insured Mortgage Pools2’

Term Loans on 1-4 Family Homes

%otai Outstanding at year ﬁ - .2 1.3 3.6 7.4
Net acquisitions during year - .2 1.1 2.6 4.1
Loan purchases - .2 1.1 2.6 4.1
Loan sales - 0 0 0 0



TABLE D-20

Gross Flows of Mort Loans: Pension Funds
e Do A e T Ty e

Calendar Years

Actual PTojected
1976

Long-Term Loans on 1-4 Family Homes
Total Cutstanding at year end $ .6 $ 6 § .9 1.1 $ 1.0
Net acquisitions during year * .1 4 3 .1
Gross acquisitions during year * .1 N N o2
Loan purchases * .1 2 2 .1
Loan originations, total * .1 .2 2 .1

New properties * * .2 .2 .1

Existing properties * * * * *
Loan sales * * %* .1 %*
L%;E:Tem Loans on Multifamily
To EE e nding d 5 5 5 S 5

outstan at year ernx . . . . .
Net acquisitions during year * 1 * 1 *
Gross acquisitions during year .1 .2 A 1 *
Loan purchases 0 .1 0 %* 0
Loan originations, total .1 .1 * .1 *

New propertles .1 0 * * *

Existing properties * 1 * * *
Loan sales * .1 .1 * *
Long-Term Loans on Non-residential

les :

‘fotaf outstan%% at year end 1.2 1.3 1.4 1.3 1.2
Net acquisitions during year .2 1 1 .1 .1
Cross acquisitions during year 2 .2 .2 2 2
Loan purchases * * * * *
Loan originations .2 .2 d 2 1
Loan sales * * * 1 *
*Under $50,000.
Sources:

1976-1979: HUD News Releases and HUD Estimate 4th Quarter 1979.
1980:

Department of Housing and Urban Development Projections;



Gross Flows of Mortgap

TABLE D-21
State & Local Credit Agencies

e Loans:

(Dolilars in Billions)

, Calendar Years
Actual Projected
Py 977 1978 1979 1980
Acquisition of Construction Loans
1-4 ram ly homes $ * § * s * $ * s *
M;ltlfam.ly propertles .3 .3 .3 .6 .9
Non-residential properties * 0 0 0 0
Construction Loans Qutstanding 1.7 1.2 1.2 1.5 2.2
’I.‘erm Loans on 1-4 Family Homes
© 8 at year en 4.9 5.2 7.1 10.7 13.6
Net aoqulslnms during year 1.3 1.3 2.3 3.7 4.7
Gross acquisitions during year 1.3 1.3 2.3 3.7 4.7
Loan purchases .3 NA .9 1.7 2.3
Loan originations, total 1.0 .8 1.3 2.0 2.4
New properties 2 .1 .3 .1 .1
Existing properties .8 .7 1.0 1.8 2.3
Loan sales 0 0 * 0 0
ﬁ'rem Loans on Multifamily
rties dmg d
otal ou at year en 5.6 6.3 6.5 7.2 7.8
Net acquisitions during year .9 1.2 .7 .7 .8
Gross acqu:.sulms during year 1.0 1.2 .9 .8 .9
Loan purchases * * .1 .1 .2
Loan originations, total 1.0 1.2 .9 .6 .7
New properties 2 .3 S5 S .6
Existing properties .7 .9 4 .1 .1
lLoan sales .1 * .3 .1 .1
Term Loan on Non-residential
and Farm rties
otal uts at year end 1.9 2.0 2.1 2.3 2.6
Net acquisitions during year .2 .2 .2 4 4
Cross acquisitions during year .2 .2 .2 4 4
Loan purchases 0 0 * * *
Loan originations .2 .2 .2 A4 A
Loan sales 0 0 0 0 0
#inder $50,000.
Scurces:

1976-1979: HUD News Releases and HUD Estimated 4th Quarter 1979.
1980: Department of Housing and Urban Development Projections.



Gross Flows of Mort Loans: State & lLocal Retirement Funds
o %%%E"s in Billions)

TABLE D-22

- Calendar Years
Actual Projected
pL2() 1977 1978 1579 T80
Acquisitions of Construction Loans
14 Family homes § * § * $ O § ¥ $ 0
Multifanily properties * * : * .1 *
Non—res:.dmtml properties .1 Bk * * *
Construction Loans Qutstanding .2 .2 2 2 .2
Long-Term Loans on 1-4 Family Homes
Total Qutstanding at year end 2.8 2.9 2.8 3.0 3.1
Net acquisitions during year .2 4 A 5 4
Gross acquisitions during year 3 3 o3 S S
me purchases 2 3 4 e 4
e a]i }r " "% *
Enstmg properties . .1 * * *
loan sales i * * * *
Term Loans on Multifamil
%ms
cutstanding at year end 2.3 2.2 2.7 3.2 3.4
Net acquisitions during year .2 2 .9 .8 o7
Cross acquisitions during year .2 o3 9 .9 .7
Loan purcahses .1 .1 ] A .3
Loan mgmat:.cns, total .1 2 4 S 2
msmtmg properties 1 1 . '3 3
Loan sales ‘ "i k" T “* *
erm Loans on Non-residential
rties
mﬁ% et St vear ed 24 2.8 2.9 2.9 3.2
Net acquisitions during year .3 oD 3 .2 5
Gross acquisitions during year 3 S .3 .2 5
Loan originaticns -2 ¢ -2 3 ¢
*Under $50,000.

1976-1979: HUD New Releases and HJD Estimate 4th Quarter 1979.
1980:

Department of Housing and Urban Development Projections.
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Gross Flows of

TABLE D-23

age Loans: Real Estate Investment Trusts
Ilars in Billicmsy

Acquisition of Construction Loans
1'% %am.Iy hames $ &4

Multifamily properties
Non-residential propertieés

Construction Loans Qutstanding
Long-Term Loans on 14 F.im".lz Homes

Total Cutstanding st year end
Ret acquisitions during year
Gross acquisitions during year

Term Loens on Multi famil
es
&iﬁ@ tanding et year end
t acquisitions
. it during year
Loan purchases
Loan originations, total
gmﬂ. es
ting properties
Loan sales

Long-Term loans on Non—residential

and Farm S
1 Car at _year end
ggsacquis:} it md..tnng
8 acquisitions year
Loan originations
Loan sales

*nder $50,000.
Sources:

Calendar Years

Actual Projected
19756 1977 19/8 1979 1980
S &4 S 4 $ .3 s .1
. . N .3 .2
hd 05 -8 a6 04
3.5 2.4 2.1 1.3 .8
2 .2 .2 .2 .2
.1 .1 .1 * *
.1 .1l .1 * *
* * * %* 0
Jd .1 .1 * *
.1 .1 * * *
* * * * *
* * * %* 0
1.0 .9 .8 .7 .6
.2 '1 01 * *
.2 .2 .2 .1 *
* * * % 0
.2 .2 .2 ‘1 *
o2 %* * * 0
* .1 .1 .1 *
* * * * *
2.6 2.0 1.9 1.8 1.6
2 (=.1) 2 .1 1
3 3 2 .1 .1
* % * * *
.3 02 .2 .1 .1
.1 .3 * * *

1976-1979: HID News Releases and HUD Estimated 4th Quarter 1979.
1980: Department of Bousing and Urban Development Projections.
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