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Executive Summary

This report uses the American Housing Survey (AHS) to paint a precise picture of what
happened to rental housing between 2009 and 2011. It focuses on the entire rental stock—
occupied rental units, vacant rental units, vacant units offered for sale or rent, and units rented
but not yet occupied—not just renter-occupied units. Because rental dynamics is principally
concerned with affordability, the analysis classifies rental units into eight categories:

e Non-market — Either no cash rent or a subsidized rent.

e Extremely low rent — Affordable to renters with incomes less than or equal to 30 percent
of local area median income.

e Very low rent — Affordable to renters with incomes greater than 30 percent but less than
or equal to 50 percent of local area median income.

e Low rent — Affordable to renters with incomes greater than 50 percent but less than or
equal to 60 percent of local area median income.

e Moderate rent — Affordable to renters with incomes greater than 60 percent but less than
or equal to 80 percent of local area median income.

e High rent — Affordable to renters with incomes greater than 80 percent but less than or
equal to 100 percent of local area median income.

e Very high rent — Affordable to renters with incomes greater than 100 percent but less
than or equal to 120 percent of local area median income.

e Extremely high rent — Affordable to renters with incomes greater than 120 percent of
local area median income.

For each category, “affordable” is defined as a ratio of gross rent to income of 30 percent or less
for the higher of the incomes that define the boundaries for that category.* The categories are
defined relative to local area median income, and therefore the boundaries of the categories will
change as median income change.

In 2009, there were 40,311,000 rental units. Of these, 11,197,000 were either extremely low rent
or very low rent units. In addition, 6,845,000 units were either assisted or offered for no cash
rent.

By 2011, 11.9 percent of all 2009 rental units were no longer rental: 7.1 percent had become part
of the owner stock, 3.4 percent were seasonal, and 1.4 percent had been lost to the housing stock.
Of the 88.1 percent that were still rental, 47.2 percent were in the same affordability category.
Overall, movements up or down in the affordability spectrum were almost equal—20.7 percent
became more affordable between 2009 and 2011 and 20.2 percent became less affordable. (See
Tables 1 through 3.)

! Gross rent is rent plus utilities.




In 2011, there were 43,583,000 rental units. Of these, 11,404,000 units were extremely low rent
or very low rent units. In addition, 7,645,000 units were either assisted or offered for no cash
rent.

Overall, 16.7 percent of the 2011 rental stock had not been rental in 2009. Movement of units out
of the owner sector accounted for 10.0 percent, and movement out of the seasonal sector
accounted for another 4.6 percent. New construction added only 1.4 percent, and other additions
to the stock contributed a miniscule 0.7 percent. Of the 83.3 percent that had also been rental in
2009, 44.6 percent had been in the same affordability category. Movements up or down in the
affordability spectrum were almost equal—19.9 percent became more affordable and 18.7
percent became less affordable. (See Tables 4 through 6.)

Over the 2009-2011 period, the rental stock grew by almost 3.3 million units, and the three most
affordable categories grew by 1.0 million units from 18.0 million to 19.0 million. As a group, the
three most affordable categories represented a slightly lower share of the rental stock in 2011
(43.7 percent versus 44.8 percent) but a slightly higher percentage of the housing stock (13.9
percent versus 14.4 percent). The decline in homeownership explains why the just-cited
percentages moved in opposite directions.

Table 7 shows how the growth in the three most affordable categories came about. Filtration (the
net inflow of rental units from the five least affordable categories) accounted for a negligible
49,000 of the 1.0 million increase. The largest contribution came from the owner and seasonal
sectors from which 695,000 units were added on net. Overall, losses exceeded new construction
and other additions for a net loss of 15,000 units. The remaining 278,000 increase is attributed to
a shift in the weights applied to sample units that were in one of these three categories in both
years. Statistically speaking, these sample units represent more rental units in 2011 than in 2009.

Table 8 compares rental dynamics between 2009 and 2011 to the three preceding periods of
2003-2005, 2005-2007, and 2007—-2009. The 2003-2005 period came before both the financial
crisis and the recession, the 2005-2007 period includes the early part of the financial crisis and
the end of the economic expansion, the 2007—-2009 period falls squarely in both the financial
crisis and the recession, and the 2009-2011 period includes the early expansion.

The rental stock grew throughout the 8 years covered by the four analyses, but the growth was
uneven. When the economy was in high gear between 2003 and 2005, the rental stock grew by a
modest 428,000 units. As the economy began to experience problems, the growth in the rental
stock increased, culminating in a 3,272,000 units increase between 2009 and 2011. Despite slow
growth between 2003 and 2005, new construction and other additions exceeded losses by the
largest amount recorded in the four periods. In fact, net additions in 2003—-2005 were more than
double the number in 2005-2007 and 2007—2009 and almost double the number in 2009-2011.
A strong economy encouraged investment in rental housing.

Flows between the rental sector and the owner and seasonal sectors are particularly interesting

over this time. In the 2003—-2005 period, rental stock was lost to owner and seasonal markets, but
with the sharp rise in foreclosures and below-water mortgages from the financial crisis, the flow
reversed. A modest net gain of 164,000 units in the 2005-2007 period was followed by large net
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