Why housing matters

ousing is one of

the central aspects
of our communities and
households. It is an essential
sector in the U.S.economy
and a primary land use in
nearly every community.

While housing is a commodity managed
by private individuals, communities rely
on quality affordable housing to meet
the needs of a changing workforce and
aging population, and to generate the tax
revenue that funds utilities and schools.
Housing affects where people live, their
family budgets, the types of jobs available
to them, who their friends and neighbors
are, how they get to work, and the
education their children receive, as well as
other issues related to quality of life.
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Communities can plan for housing

by creating incentives and policies

to either discourage certain land-use
patterns, such as sprawl, or encourage
housing growth in areas with existing
infrastructure. This profile provides an
overview of demographic changes that
will affect community housing needs and
highlights four critical housing issues for
communities and families in Wisconsin:
home construction and sales, the impact
of housing foreclosures, challenges to
housing affordability, and vacancy rates
and second-home ownership.

How our communities
are changing

The aging baby boomer generation

and immigration are probably the most
significant demographic factors that will
affect the Wisconsin and U.S. housing
markets in coming years.The number of
U.S.households with heads between the
ages of 55 and 74 is projected to increase
nationwide by 10.2 million from 2010 to
2020.This new generation of seniors will
drive demand for assisted living facilities,
other senior-friendly housing such as
single-level and elevator-accessible
housing, and housing that is near
amenities such as medical facilities and
transportation.?

While Wisconsin currently has lower
immigration rates than many other states,
the foreign-born population is growing.
The Federation for American Immigration
Reform estimates that between the
census of 2000 and July 2008, Wisconsin’s
population increased by about 58,365
residents from net international migration
(more foreign-born arriving than leaving).
That is an annual average increase of about
7,995 foreign-born residents, representing
more than one-fourth (25.1%) of the
state’s total population increase during
that period.? (Those numbers do not
include the children born to immigrants
after the immigrants' arrival in the United
States.) The rising foreign-born population,
which tends to have a high proportion

of young adults, may affect the demand
for temporary or rental housing and the
household growth rate, especially in urban
areas of the state.

According to data from the 2010 Census:

* Wisconsin’s population increased by
6% since 2000 but declined in 19 rural
counties.

* Wisconsin’s population increased
in the state’s urban centers and
metropolitan fringe. This is in line with
a national shift of the population toward
more metropolitan areas.

¢ Wisconsin’s population is aging. The
state’s median age has risen to 38.5, up
from the median age of 36 in 2000.

* Wisconsin’s estimated percentage
of foreign-born residents is 4.4%
statewide and greater than 6% in
Milwaukee, Dane, and Walworth
Counties.
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Critical issues

Wisconsin’s housing market
slow to recover

Housing is often a leading economic
indicator used to predict changes or
reveal patterns in the broader economy.

It serves as a driver of the economy in
both Wisconsin and the nation, creating
jobs in construction, real estate,and many
affiliated industries. Home sales, building
permits issued, and housing prices are
indicators used to gauge the quality of the
housing market.

Wisconsin's housing market has struggled
in recent years. From 2007 to 2011, total
annual home sales in Wisconsin gradually
declined from 67,397 to 51,512.4 The
number of building permits issued, a
measure of the number of proposed

new homes, dropped significantly from
2005 to 2009 in Wisconsin (-69.8%) and

in the United States (-73.0%). While the

Changes in the housing market

recession appears to have depressed the
average median price of new homes in the
Midwest, home prices rose slightly in the
United States from 2009 to 2010, likely due
to the expiration of homeowner tax credit
programs.This rise in home prices may be
a sign of economic growth, but combined
with increasing unemployment and stricter
standards for obtaining a mortgage, high
prices continue to be a barrier to owning

a home.

Impacts of foreclosures on

communities and families
According to the State of the Nation’s
Housing 2010 report, one in seven home-
owners owed more on their mortgages
than their homes were worth.The
Mortgage Bankers Association estimates
that at least 7.8 million foreclosure
filings were started nationwide since the
recession began in 2007.% In Wisconsin,
foreclosures peaked in 2010 at 28,725—a
340% increase over the previous decade.

2005-10 2009-10 2005-10 2009-10

(%) (%) (%) (%)
Sales of new single-
family homes -78.0 -16.7 -74.8 -13.9
Median price of new
single-family homes -6.8 2.2 -7.9 24
Overall housing
starts -72.6 0.8 -71.6 5.9

State of Wisconsin foreclosure filings 2000-2011

(Duplicate filings removed)
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Recent housing research has explored the
broader effects of vacant and foreclosed
homes on communities, particularly in
metropolitan and suburban areas where
foreclosure rates are highest.These effects
include declines in physical aesthetics of
the community, increased vandalism and
crime in the form of looting and misuse of
abandoned properties, health and safety
issues caused by abandoned homes,
declines in property taxes that pay for
community services and infrastructure,
increased stress on children and families,
and increases in homelessness and
displaced households.® In 2009, 7.2 million
households in the United States reported
at least one abandoned or vandalized
home within 300 feet of their residence.

Since the start of the foreclosure crisis

in 2007, communities and schools in
Wisconsin have expressed particular
concern about the impact of foreclosures
on municipal income.The actual
municipal cost of a foreclosure may
include declines in property tax revenue
caused by declining property values or
abandoned homes, as well as costs for
increased services, such as policing to
deter crime.The actual costs vary widely
by community depending on the state of
the local housing market and how long
the foreclosed home is vacant. Research
in Chicago found that the cost of a single
foreclosed home to a municipality can
range from a few dollars up to as much as
$34,000. A report from the U.S. Conference
of Mayors in 2008 estimated that the
foreclosure crisis could cause a potential
loss of $6.6 billion in tax revenues in ten
states.”



Housing affordability
challenges for homeowners
and renters

Families with a significant “housing
burden,” or percentage of income
devoted to housing costs, are at a greater
risk for poverty and homelessness.®

The Department of Housing and Urban
Development has created a benchmark
that households should pay no more than
30% of their gross household income

to housing costs. From 2007 to 2011,

the average median home sale price in
Wisconsin fell by 19%, from $162,000 to
$131,000. Combined with record-low
interest rates (and lower average monthly
payments), potential homeowners in
Wisconsin can look forward to lower
monthly housing payments.
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However, nearly 30% of Wisconsin’s
residences are occupied by renters.’
While home-ownership rates are falling
nationwide, the number of renter
households jumped by 692,000 annually
on average from 2006 to 2010.This trend
is increasing competition in the rental
housing market and driving up rental
prices.

According to census data from the past 5
years, Wisconsin's renters are dedicating
more of their income to housing than
homeowners. Forty-six percent of
Wisconsin's renters pay 30% or more

of their household income for housing,
compared to 34% of homeowners with
mortgages. The nationwide median
monthly housing cost was $1,413 for
homeowners with a mortgage, $700 for
renters, and $492 for homeowners without

Percentage of occupied units spending 30% or more of household income

on housing

Rental units

Wisconsin| 33.5

Mortgaged units

20 25 30

United States| 46.2

Wisconsin| 43.2

United States| 36.7

35 40 45 50

Annual average unemployment rate 2005-2010

10

United States| 9.6

e United States
9
Wisconsin
g
Wisconsin| 8.3
7
6 United States| 4.6
Wisconsin| 4.8
5 \_
4 } t t } 1
2005 2006 2007 2008 2009

2010

m COOPERATIVE

EXTENSION

amortgage.’ According to the Department
of Housing and Urban Development, the
average fair market rental rate in Wisconsin
is $665 (this number is used to determine
payments for rental voucher programs).

These housing burdens have uneven
impacts on the population in terms of race
and income. Renters are generally more
diverse than homeowner households and
over half of all immigrant households rent.
Nationwide, 36% of children live in rental
households. Still, over half of all renters
nationwide are over the age of 40,and the
majority are white.'®

Even as homebuilding and prices seemed
to improve in 2010, a number of factors
continue to weigh heavily on the housing
market in Wisconsin and in the nation.

In particular, joblessness continues to
contribute to family financial difficulties
as homeowners fall behind on mortgage
payments. Research in Wisconsin counties
found that for every 1% increase in
unemployment, a county can expect
foreclosures to increase by 7.9%."
Between 2005 and 2011, Wisconsin lost
approximately 230,175 full-time jobs. As
of November 2011, Wisconsin'’s statewide
unemployment rate was about 7.3%,
compared to the national unemployment
rate of 8.7%. However, as of mid 2011,
unemployment rates in Iron, Lincoln,
Menominee, and Rusk Counties remained
over 10%, and many counties have rates
above the national average.'?

Vacancy rates and second-
home ownership

Vacancy rates describe the presence of
both abandoned homes and second
homes used occasionally or seasonally
for recreation. While vacancies due to
foreclosures have largely impacted
urban areas of the state, vacancies due
to occasional or seasonal occupancy of
vacation homes can have a significant
impact on rural communities. Vacation
home development is increasing in the
United States and in Wisconsin, particularly
in rural areas and recreation areas with
water resources.
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According to U.S. census data, there are
a total of 2,279,000 vacant housing units
in Wisconsin, an overall housing vacancy
rate of 13% (up from 10% in 2000).In 2010,
vacancy rates around the state ranged
from 5% in La Crosse, Outagamie, and
Waukesha Counties to a high of 62% in
Vilas County. In Burnett, Florence, Forest,
Menominee, Sawyer, and Vilas Counties,
occasional and seasonal use of vacation
properties accounts for over 90% of
vacancies in the county.

Vacancy rates have implications for land
use, the economy, and social services. Many
vacation homes are developed on or near
lakes, waterways, or natural areas, and
increased development of these types of
homes may create environmental concerns
requiring stronger natural resource
management. Demographic research
indicates that people who own vacation
homes are generally wealthy, older,
educated, and employed in white-collar
jobs.They generally come from areas that
are more urban than where their vacation
homes are located. As the baby boomer
generation moves into retirement, many
owners of vacation homes are choosing

to move permanently (or seasonally)

into their vacation homes.This creates
both challenges and opportunities for
rural communities. Communities may
struggle to provide appropriate services
for an aging population, but they may

also benefit from the increased spending
and the skills newcomers bring to the
community. In addition, while rural
communities may depend on the presence
of wealthier seasonal residents for tourism
income, vacation homes may drive up the
price of homes or property taxes for year-
round residents.'3

For more information

To find more UW-Extension housing

resources, visit these websites:

Center for Financial Security
http://cfs.wisc.edu/home.aspx

UW-Extension Housing Blog
http://fyi.uwex.edu/housing/
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