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Good morning. Thank you, Laura for that kind introduction. And thank you to all of you in the
audience who do such important work for families, communities, and the economy. Itis my

distinct honor to be here and | look forward to our conversation.
But before we turn to our dialogue, | thought | would offer some opening remarks.

No matter where | go or who | talk to these days, | hear a similar refrain: “housing, will it get
better?” Concerns span generations, geographies, income levels, and all races and
ethnicities.! Indeed, according to arecent poll by the Cato Institute, 87 percent of Americans
worry about the cost of housing, and nearly 70 percent worry their kids and grandkids won'’t

be able to buy a home?

! Joint Center for Housing Studies (2023, 2024).
2Ekins and Gygi (2022).



Affordable housing shortages are not new. What’s different today is how many people are

affected—a large and growing number, more than at any other time in our living history.

You don’t have to go too far to see this. As people regularly in the field, this is your day to day.
In our travels at the San Francisco Fed, we find it everywhere. In communities that have
struggled for decades, like urban centers and rural areas, to ones newer to the issues like

Boise, Idaho, Salt Lake City, Phoenix, Las Vegas, the list goes on.

This culminates in the sentiment that housing is broken. That it’s falling short of our collective
expectations, not only to provide shelter, but also to support growth, community, and an

economy that works for all.

Today, I will discuss how we got here, and what it will take to change the equation. My
message is clear: collective problems require collective efforts, and it will take all of us—
community development, nonprofits, government, and business—working together to achieve

greater access to housing.

But before | get started, let me remind you that the remarks | make today are mine and do not

necessarily reflect the views of anyone else in the Federal Reserve System.

LONG-STANDING, WORSE NOW

So, why are so many Americans worried about housing costs? The affordability data tell the
story. The figure (Figure 1) shows median home values relative to median family income for the
past six decades. This calculation allows us to track affordability without undue influence of

interest rates or business cycles.
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Figure T: Housing affordability over time

By this measure, housing has become increasingly more expensive. In 1960, the typical home
was worth about 1.7 times the median family’s income.?® By 2022, that ratio had risen to well
over three. Almost double. While the affordability gap has been accumulating for 50 years,

it's widened considerably in the past 20.

Many things contribute to this decline in affordability, but one key variable is supply. Again,
the data tell the story. The next figure (Figure 2) shows housing starts relative to the overall
population.* Focusing on the green line, which smooths through the year-to-year fluctuations
in the series, housing supply has dropped precipitously since the 2008 financial crisis and now

is near its recent historical low.>

3The source for this figure is decennial Census data for 1960-2000 and American Community Survey (ACS) data for
2010, 2020, and 2022. This plotted ratio of median home values relative to median family income provides a
straightforward measure of overall national home affordability. The plot shows that home affordability is the worst
it has beenin atleast 60 years.

4 See Bernstein et al. (2021) for an earlier version of this figure and related analysis.
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Figure 2: Housing supply over time

And this is the root of our problem. With so few homes available to meet demand, the value of

homes has soared.

And this transmits through the economy. Limiting affordability not only for home buyers but for
renters as well. The latest data show that about half of all renter households are experiencing
a cost burden—spending more than 30 percent of theirincome on rent and utilities, a notable

increase over previous years.’

Putting these facts together, it’s no wonder that so many Americans are talking about

housing.’

EVERYONE’S PROBLEM

But this is not a problem just for those who are looking for a home. Whether we know it or not,

it affects our collective well-being. When people are stressed about their housing situation,

5 Joint Center for Housing Studies (2024).
¢ Ekins and Gygi (2022).



https://www.jchs.harvard.edu/sites/default/files/reports/files/Harvard_JCHS_Americas_Rental_Housing_2024.pdf

their health and productivity suffer? It also affects their decision-making, about where to

work, reside, and how to participate in their community.*

This point was brought home to me during a visit to Orange County, California. | was meeting
with a group of local restaurant owners. We were talking about the challenges of finding and
keeping workers. When | asked about housing, the room changed. Everyone had stories of
loss. Loss of longtime employees who couldn’t afford the ever-increasing commute distances,
loss of interested applicants who departed when they found out the cost of housing, and loss
of opportunities to serve their customers and grow their businesses due to lack of staff. To

them, housing was failing, and no one was winning.
This story is not unique. | am sure each of you has heard many. Together, they remind us that
housing is more than a basic need. Itis an essential part of well-being, and well-beingis an

essential part of a thriving community and a healthy economy." If we miss on something so

fundamental, everyone feels it, and we are collectively worse off.

GETTING OUR HOUSING IN ORDER

So, what should we do?

As | said, collective problems call for collective solutions. So, we will all have to participate.

Let’s first start with what the Fed can do.

7 See Singh et al. (2019) regarding impacts of housing disadvantage on mental health, Pribesh and Downey (1999)
regarding impact on schooling outcomes, and Collinson et al. (2024) regarding impacts of evictions.

8 See Blumenberg and Siddiq (2023) regarding impact on commuting decisions, Plantiga et al. (2013) regarding
impact on location decisions.

? See https://www.frbsf.org/research-and-insights/blog/beyond-the-numbers/2022/10/13/beyond-the-numbers-
inflation-concerns-persist-in-federal-reserves-twelfth-district/ for San Francisco Fed example;
http://clevelandfed.org/publications/multimedia-storytelling/storytelling-affordable-housing for Cleveland Fed
example; https://fedcommunities.org/articles/housing/ for Federal Reserve System examples.

See, for example, Ramakrishnan, et al. (2021).



https://www.frbsf.org/research-and-insights/blog/beyond-the-numbers/2022/10/13/beyond-the-numbers-inflation-concerns-persist-in-federal-reserves-twelfth-district/
https://www.frbsf.org/research-and-insights/blog/beyond-the-numbers/2022/10/13/beyond-the-numbers-inflation-concerns-persist-in-federal-reserves-twelfth-district/
http://clevelandfed.org/publications/multimedia-storytelling/storytelling-affordable-housing
https://fedcommunities.org/articles/housing/

One lever that we and other regulatory agencies have is the CRA, which has brought you all
together this week. The CRA has played a significant role in driving investment into low- and

moderate-income communities,” and it is an important tool for ongoing housing solutions.

The Federal Reserve also contributes through our core monetary policy responsibilities, to
create a stable and healthy economy with price stability and full employment.® These goals
were given to us by Congress and are the foundation of a sustainable economy that works for

all.

As you know, we have been missing on our price stability mandate for the past two years.
Rising housing costs have been a key driver of these misses, boosting inflation and worsening
affordability.* This burden has fallen especially harshly on those least able to afford it.® That

is why the Federal Reserve has been so focused and resolute on getting inflation down.

Of course, I recognize that higher interest rates also raise housing costs. But these adjustments
are temporary and needed to bring down inflation. History has taught us that price stability is
the single best mechanism to ensure sustainable growth. Without this condition, the economy,
the labor market, and the housing market all falter. That is why we are committed to finishing
the job.

Ultimately, however, the tools of the Fed are limited. We can create the economic conditions
for housing, but our efforts will not be sufficient to rebalance the housing equation. This will

require other important players in the economy.

Fortunately, many have already taken up the charge. Governments, businesses, and
communities are recognizing the problems, forging partnerships, and creating solutions. Often

taking on third rails of policy to do it.

TAccording to Federal Financial Institutions Examination Council (2023) data, CRA data from banks in 2022 reported
more than $150 billion in community development lending and nearly $284.6 billion in small business lending. These
figures do not reflect all mortgages issued by banks subject to CRA to low- and moderate-income households.

2 https://www.federalreserve.gov/aboutthefed.htm

BHouse price indexes were growing at historically high rates but have since slowed with the increases in interest
rates. See Kmetz, Louie, and Mondragon (2023).
¥ Joint Center for Housing Studies (2024).


https://www.federalreserve.gov/aboutthefed.htm

Take governments. Many are tackling longstanding barriers to development, like land use
rules, zoning laws, and planning policies.® The idea is to change the way space is used, to
allow for more housing, sometimes denser housing, and ultimately create greater affordability.
States as diverse as Oregon, Maine, and Utah and cities like Minneapolis are engaged in

activities like these.”

Businesses and business organizations are also actively working on housing, recognizing that
to grow their businesses, employees need a secure place to live. In my home state of
California, the Santa Rosa Metro Chamber of Commerce is partnering to finance the
construction of more homes.® And just down the road from here, in Donald, Oregon, GK
Machine is building a housing development to support its manufacturing employees.
Importantly, these efforts are not limited to coastal states or urban centers. In Spencer,
Indiana, a town of roughly 2,500 people, a medical device manufacturer is building homes for
employees.” The pointis, challenges are everywhere, and businesses are rising to meet the

occasion.

Finally, there are communities, the ones you've been working with for decades. They're
expanding their partner networks and building alliances across a wide range of sectors
including public, private, and nonprofit. With this new breadth of partners comes the potential

for new scale.

We’re seeing this play out in places like Riverside County, California, where a largely

agricultural community aims to build 10,000 new units of affordable housing over the next 10

> Addressing these barriers allows for greater density and aims to promote greater affordability. See Terner Center
for Housing Innovation (2019) and Minot (2023) for local government examples of local land use policy reforms. See
Maniji et al. (2023) for a review of 144 state laws passed in 20 states over several decades to support housing
production, whether by requiring jurisdictions to plan for new housing, setting state standards for local land use
and planning policies, offering incentives to advance housing-related goals, and/or imposing penalties for failing
to carry out housing-related obligations.

1 See State of Maine (2022) regarding Maine’s 2022 legislation and Treskon et al. (2023) regarding Oregon’s 2019
legislation. See Liang, Staveski, and Horowitz (2024) regarding Minneapolis’ land use reforms adopted in 2020. See
Maniji et al. (2023) regarding Utah’s 2019 legislation requiring cities to show how they will address moderate-income
housing needs in their General Plans. The law also allows the state to withhold funds from its transportation grant
programs if cities fail to do so.

VSanta Rosa Metro Chamber of Commerce (2021).

® Ludden and Pefialoza (2023).



years. They’re doing this through partnerships with many players, importantly led by
community.?® Here in Portland, we already see an outcome of such efforts. Community
partners joined forces to turn a blighted property with no future into a four-story, multifamily,
affordable housing development.?’ These are examples of collective efforts leading to

solutions that scale to the problem.

| see the fact that governments, businesses, and communities are joining with all of you as the
type of focus and scale we need to change the equation on housing. The problems have
gotten bigger than any single action. And none of us will be as strong alone. Good work done

independently is good. Good work done together is great.

HOME TRUTHS

In the end, what we are really talking about is not housing, it’'s home.

The dignity people deserve is a place to call their own and the freedom to choose it. When

these things are constrained, lives are affected.

A few years back, | was driving from Boise, Idaho, to Twin Falls. | pulled into a highway gas
station and found myself in a conversation with a young couple moving across the state. They
were ready, but not excited. They told me they had to move. They were expecting a new
baby and could no longer afford to live where they had grown up. So, they were venturing

away from home and family for more affordable housing.

They will likely make it. Forge a new path. Butis this what we really want?

That’s the conversation we need to have about housing.

¥ In Riverside County, California, the Lift to Rise Housing Catalyst Fund has started to bring together capital from
public, private, and nonprofit partners to create 10,000 additional units of affordable housing over the next four
years.

2 The Las Adelitas project is the public investment in the Portland, Oregon, Cully community. In addition to units of
affordable housing, the development includes a community space and a new outdoor plaza.



https://lifttorise.org/we-lift/
https://www.haciendacdc.org/properties/lasadelitas

And you are the people to carry this forward.

Thank you.
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