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KEY FINDINGS – ANTICIPATED GROWTH, OWN VS RENT SENTIMENT

Hanley Wood Multifamily Housing Study Sponsored by Freddie Mac 2

Most respondents anticipate the multifamily housing market 
to grow slightly more over the next 3-5 years, while only about 
15% see it slowing down.
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significantly
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Grow slightly / significantly
more

Asked why they expected the multifamily housing market to 
grow, most said they just see a continuing demand for 
Multifamily housing.  Those who said it is slowing mostly said it 
was due to an oversupply on the market.

Of those that said “significantly more growth” / “grow slightly more”

Of those that said “slow down slightly” / “slow down significantly”

Slightly more respondents (38.0%) 
believe the rental market will grow more 
than the homeownership market (36.5%).
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Asked what they felt the current ‘rent vs own’ 
sentiment is, many believe the sentiment is more 
towards renting.

21% said more people are choosing to rent
11% said it is too expensive to buy
5% said it is hard to qualify for a mortgage

17% said they see no change in sentiment

8% said more people are choosing to buy
5% said people still want to own a home
3% said rent is too expensive

60%



KEY FINDINGS – RENTAL HOUSING OPTIMISM, AFFORDABLE 
HOUSING CHALLENGES

Hanley Wood Multifamily Housing Study Sponsored by Freddie Mac 
3

Asked how optimistic they are about the outlook for 
affordable rental housing today compared to last year, slightly 
more respondents are less optimistic overall.
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On average 36% of a respondent’s business deals with affordable 
housing. Most respondent’s business dedicate about 20% (the 
median) to affordable housing.

Percentage of business dealing with affordable housing

Most of the challenges to offering affordable 
housing have to do with cost and financing the 
housing projects.

Top challenges to offering affordable housing

Asked how they respond to these challenges, 
most say they do nothing and carry on, or just try 
to stay out of this industry.
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The opinions expressed in the presentation are 
statements of the speaker's opinion, are intended 
only for informational purposes, and are not formal 
opinions of, nor binding on, the Board of Governors 
of the Federal Reserve System.



The Post-crisis Price Environment



Property Type Prices
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Geographic Prices
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Reason Behind Post-crisis Value Increase
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 Price growth has been supported by
1. Improved property cash flows via an improving economy
2. Increased investor demand

1. “Search-for-yield”
2. “Safe-haven” 



Post-crisis Price – NOI Relationship
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Commercial Real Estate & the Banking System



CRE Debt Source Amount ($M) Percent of Total

Bank and Thrift 1,506,293 46%

Agency CMBS 520,989 16%

Non-agency CMBS 458,860 14%

Insurance 435,816 13%

REITs 66,792 2%

Government 193,104 6%

Pension / Retirement 24,542 1%

Other 63,174 2%

Total 3,269,570

Source: MBA.  Includes construction loans, but not owner-occupied loans.

Commercial Real Estate Debt Universe
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Banking System CRE
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Community Bank Risk
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Large Bank Risk

Public 12



Banking Underwriting Is More Conservative, but . . .

Public 13

Median Origination LTV at Large Banks

Source: Federal Reserve
Note: only includes income producing properties



Is It Enough in the Current Price Environment

Public 14

The median loan made on an income producing property in 2013 (assume a value of $100) resulted in a loan 
of $62.  If that same property were to refinance today it would receive a loan in the amount of approximately 
$90 (lower LTV of 55 percent but the value of the property has increased to $164) – even though the property 
is not materially different.



Exam Evidence

Public 15

As prices and appraised values rise, banks continue to lend at similar LTV levels and structures with 
very little consideration of current price environment 
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HOMEOWNERSHIP
AN APPROACH TO FORECASTING
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THE RESEARCH QUESTIONS

THE U.S. HOMEOWNERSHIP RATE (63.7%) SEEMS TO HAVE STABILIZED 
AFTER DROPPING 5.5 PERCENTAGE POINTS OVER THE PAST 12 YEARS, 
AND FALLING BELOW 63% FOR THE FIRST TIME SINCE 1965. 

1. Is there a relationship between changes in the homeownership rate and 
multifamily performance (i.e. rent growth)?

2. Can we expect a change in homeownership—and can we disentangle the 
drivers of that change?

3. Finally, which markets are most likely to experience changes in 
homeownership, and for what reasons?
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THE EFFECT OF HOMEOWNERSHIP ON RENT, QUANTIFIED

63.0

63.5

64.0

64.5

65.0

t t + 1 t + 2 t + 3 t + 4 t + 5 t + 6 t + 7 t + 8 t + 9

2017q1 2017q2 2017q3 2017q4 2018q1 2018q2 2018q3 2018q4 2019q1 2019q2

1570
1580
1590
1600
1610
1620
1630

t t + 1 t + 2 t + 3 t + 4 t + 5 t + 6 t + 7 t + 8 t + 9

2017q1 2017q2 2017q3 2017q4 2018q1 2018q2 2018q3 2018q4 2019q1 2019q2

FOR A ONE PERCENTAGE POINT PERMANENT INCREASE IN THE HOMEOWNERSHIP RATE… 

…RENT LEVELS ARE PERMANENTLY LOWER BY $32 (2%) OVER A 2-YEAR PERIOD

• BASED ON ECONOMETRIC 
ANALYSIS OF HISTORICAL DATA, 
WE MODELED 
HOMEOWNERSHIP’S 
INTERACTION WITH 
MULTIFAMILY PERFORMANCE. 

• TO DEMONSTRATE THE EFFECT, 
WE USE THE MODEL TO “SHOCK” 
THE NATIONAL APARTMENT 
MARKET, PERMANENTLY 
RAISING THE HOMEOWNERSHIP 
RATE BY ONE PERCENTAGE 
POINT.
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TWO FORCES AT PLAY IN HOMEOWNERSHIP

SHIFTING AGE DEMOGRAPHICS SHIFTING PREFERENCES



How can we help guide 
investment strategy at the 

market level?
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DATA & METHODOLOGY

THE DATA:

1. The Census’ American Housing Survey (AHS) micro-sample data
2. 40+ years of history
3. 12 chosen markets
4. Combined with Moody’s population forecasts
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DATA & METHODOLOGY

THE METHODOLOGY:

1. Algorithmic approach to aggregating complex household-level data

2. Establish headship and homeownership rates over time, across markets and 
across age cohorts

3. Impact of Demographic Shifts: apply today’s headship and homeownership 
rates to Moody’s forecasted populations by age

4. Impact of Preferential Shifts: assume (naively) that headship and 
homeownership will return to LR means
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THE RESULTS
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Source: Moody's, U.S. Bureau of the Census, CBRE Econometric Advisors
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THE WRAP-UP

L.A., PHOENIX & MIAMI

• An aging population & 
mean-reverting 
preferences should 
push homeownership

• All else equal, this 
would dampen 
multifamily demand & 
performance

SEATTLE & DENVER
(HOUSTON, ATLANTA & DETROIT)

• Demographic outlook 
is favorable for 
multifamily…

• But mean reversion 
could raise the 
homeownership rate

BOSTON & NEW YORK
(WASHINGTON D.C. & CHICAGO)

• Demographic outlook 
is favorable for 
multifamily…

• And mean reversion 
could lower the 
homeownership rate



Apartment Demand Through 2030

New Landscape: CBRE Americas Research Conference 2017
Mark Obrinsky, SVP and Chief Economist, NMHC
September 14, 2017



Slowing Population Growth, Greater Dependence on 
Immigration (000s)
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Younger Households Continue to Delay Marriage
(Age at First Marriage)
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Homeownership Rates Lower For Nonwhite Households
(homeownership rate 2016, percent)
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Multifamily Must Cater To Changing Tenant Base
(year-over-year population change)
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Steady and Significant Demand Ahead: 4.6 Million 
Apartments Needed By 2030
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