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Introduction

IT’S been seven years since the end of the Great 
Recession. The economy has picked up pace, the 
labor market is strong, and the Federal Reserve 

(Fed) is on the verge of raising rates again. Amid 
these positive signs, it may seem odd at first that the 
housing sector is on a slower recovery path. In the 
heyday of 2005–2006, the sector contributed, on 
average, 33.4 percent to nominal fixed investment 
in the economy and 6.3 percent to nominal gross 
domestic product (GDP). Those figures fell sharply 
after 2008 before edging up to 23.3 percent and 3.8 
percent, respectively, this year, still lower than the 
average for the last 35 years. The failure of these fig-
ures to reach pre-recession levels, however, is likely 
due more to the scale of the housing bubble leading 
up to the Great Recession than to an unnaturally 
slow pace of recovery. 

Notwithstanding the housing sector’s declining 
prominence in the economy, key indicators point 
to improvement. Housing starts and permits, for 
example, have been going up, and so has housing-
sector employment. House prices at the national 
level are back to pre-crisis levels, while historically 
low mortgage rates continue to aid demand. 

That said, not everything is going back to the way 
it was. Two trends have emerged that differentiate 
the current situation from the pre-bubble period: 
Homeownership rates remain on the decline, and 
new construction is more heavily weighted toward 
multifamily buildings. If they continue, these trends 
could influence the outcome of important policy 
discussions on topics as diverse as tax reform and 
transportation planning.

The US housing market recovery
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A long road to normalcy

FIGURE 1 shows the buildup of the housing 
bubble in the early to mid-2000s and its subse-
quent bursting in early 2006. Since reaching its 

trough in April 2009, housing starts—an indicator 
of current housing activity—have gone up by 138.9 
percent to 1.14 million units (seasonally adjusted 
annual rate [SAAR]). This figure is still 49.8 percent 
below the January 2006 peak, clearly indicating the 
scale of the bubble. Housing permits, a key indicator 
of future activity in the sector, show a similar trend. 

The problems generated by overbuilding in the 
residential sector pre-2006 were made more severe 
because prices were rising rapidly and a growing 
proportion of buyers was using alternative financ-
ing (including subprime, interest-only, no-doc, and 

adjustable rates with very low teaser rates) to get 
into homes they would not have been able to afford 
otherwise. When unemployment began rising in 
2007, it led to a perfect storm in which many people 
could no longer afford to pay their mortgages or find 
buyers for their homes at prices sufficient to cover 
their mortgages. Prices began to plummet and fore-
closures began to rise (figure 2).

Coming out of the recession, home prices began to 
rise again and foreclosures began to fall as the econ-
omy recovered and mortgage rates remained very 
low. The Standard & Poor’s CoreLogic Case-Shiller 
National Home Price Index is close to its pre-reces-
sion peak, while the Federal Housing Finance Agen-
cy’s (FHFA’s) House Price Index has now surpassed 
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Figure 1. The housing sector is recovering, although the number of housing starts is much lower 
than the 2006 peak.  
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its early 2007 highs.1 On the foreclosure front, the 
number of homes foreclosed per 10,000 has fallen 
to about 0.9 in August 2016, far lower than the 
peak of 10.3 in October 2010.2 Similarly, according 
to New York Fed Credit Panel data, the number of 
consumers with new foreclosures was about 82,840 
in Q2 2016 compared to a peak of 566,180 in Q2 
2009.3 In addition, the loan delinquency rate for all 
residential real estate loans from commercial banks 
is now heading down toward pre-crisis levels from a 
peak of 11.3 percent in Q1 2010.4 

With consumer finances improving and house pric-
es up again, the proportion of homes in negative 
equity has fallen. For example, the share of single-
family homes with mortgages in negative equity has 
fallen from 31.4 percent in Q1 2012 to 12.1 percent 
in Q2 2016.5 This is good news for the housing sec-
tor as well as for household wealth.

But two trends have not reverted back to past pat-
terns. Both steadily declining homeownership and 
a rising demand for multifamily homes represent 
new factors in the housing equation with potentially 
widespread implications. 

Homeownership has 
been going down
Long regarded as the hallmark of the American 
dream, homeownership rose steadily from 1940 
until 2004 before stabilizing. Since then, however, 
it has been faltering.6 After reaching a high of 69.4 
percent in Q2 2004, the homeownership rate de-
creased to 63.1 percent in Q2 2016.7 What is remark-
able is that the homeownership rate has continued 
to decline even as other indicators of economic re-
covery have returned to pre-crisis levels (figure 3). 

A look at homeownership data by age of house-
holder shows that homeownership rates have fallen 
in all age categories, but have fallen the fastest for 
the two youngest cohorts—those where the house-
holder is under 35 years of age, or is 35 to 44 years 
old (figure 4).

The continued decline in homeownership rates 
likely reflects a combination of factors. In the im-
mediate aftermath of the housing crash, residen-
tial real estate went from being an asset that could 

Graphic: Deloitte University Press  |  DUPress.com

12

10

8

6

4

2

0
Jan-98 Jan-00 Jan-02 Jan-04 Jan-06 Jan-08 Jan-10 Jan-12 Jan-14 Jan-16

Note: The gray bars indicate recessions. 
Source: Federal Housing Finance Agency and Zillow (extracted using Haver Analytics), Deloitte Services LP economic analysis.

260

240

220

200

180

160

140

120

100

Homes foreclosed (per 10,000 homes, NSA, left axis)

FHFA Home Price Index (Jan 1991=100, SA, right axis)

Figure 2. Home prices have recovered, while foreclosures have gone down.
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be relied upon to constantly increase in value to a 
more risky, speculative venture. The security of the 
American Dream transformed into the nightmare of 
foreclosure for many (figure 2). For example, by Q2 
2009, the number of consumers with new foreclo-
sures had shot up to 566,180, the highest on record 
and about 3.2 times the corresponding figure three 
years prior to that.8 

Even as foreclosures put a brake on homeownership 
dreams for many post the housing bubble, rising 
home prices of late have not helped either. Accord-
ing to data from the National Association of Real-
tors (NAR), median sale prices of existing homes—
both total and single-family—started reversing their 
downward trend in 2012–2013.9 As of August 2016, 
prices for both are now at their respective peaks. 
With prices going up, affordability has gone down. 
The Housing Composite Affordability Index10 has 
been declining from its peak in early 2013 and was 
at an eight-year low in June 2016 before going up 
slightly in July.11 

A slower pace of household formation is also likely 
impacting homeownership, as homeowners are a 
subset of householders. Between 2005 and 2015, 
for example, the total number of households in the 
country grew at an average annual rate of 1.0 per-
cent, lower than the 1.4 percent rise between 1995 
and 2005. The trend is similar for younger cohorts, 
especially among households headed by those un-
der 35 years of age. This is likely due to the Great 
Recession’s disproportionate impact on young peo-
ple, in many cases compounded by high levels of 
student debt.12 With household formation slowing 
down and homeownership declining among those 
under 35, an increasing number of them are now 
opting to live with their parents (figure 5). 

As homeownership declines, 
renting has increased
Given the declining affordability of a new home—
which was also an issue back in 2005–2006 due to 
high house prices—and reduced confidence in the 

Graphic: Deloitte University Press  |  DUPress.com

70

69

68

67

66

65

64

63

62

61

60

59

Jan-80 Jan-84 Jan-88 Jan-92 Jan-96 Jan-00 Jan-04 Jan-08 Jan-12 Jan-16

Note: The gray bars indicate recessions. The data are seasonally adjusted.
Source: US Census Bureau (extracted using Haver Analytics), Deloitte Services LP economic analysis.

Homeownership rate, percent

Figure 3. The homeownership rate has continued to decline despite the economic and housing 
recovery.  
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financial return of homeownership, it is perhaps not 
surprising to see more people renting rather than 
buying. In the 10 years prior to Q2 2016, for exam-
ple, the number of renter-occupied housing units in-
creased by 26.8 percent. In contrast, the number of 
owner-occupied units fell by 2.0 percent (figure 6). 
As a result, the share of renter-occupied homes in to-
tal occupied homes went up by 5.8 percentage points 
during this period to 37.1 percent, close to the highs 
of 1965 (when records started).13 Along with this 
trend of increasing demand for rental housing has 
come a decline in rental vacancy rates. For example, 
between their respective peaks in 2008–2009 and 
now, the rental vacancy rate has gone down by 4.4 
percentage points, while the homeowner vacancy 
rate is lower by just 1.2 percentage points.14

Increasing demand for rental homes, in turn, has 
forced rents up. Since Q1 2013, the median asking 
rent has gone up by about 21.9 percent.15 Interest-
ingly, the data also reveal that the median asking 
rent for multifamily homes has gone up by more 
than the asking rent for single-family homes in 
recent years, unlike in previous periods (figure 7). 

This perhaps suggests that the demand for multi-
family homes is growing faster than the demand for 
single-family units among renters. A quick analysis 
of the pace of decline in rental vacancy rates for 
both single- and multifamily homes also hints at the 
same (figure 8).

Given rising rents, one may wonder as to why peo-
ple are not opting to buy their own home instead 
of renting. One answer may lie in the strong pace 
of growth in home prices. Between 2011 and now, 
median home value inflation has outpaced median 
rent inflation (except during a small period in 2015), 
thereby denting home affordability.16 

Multifamily homes are 
more in demand
As demand for multifamily homes rises among rent-
ers, the segment is making a comeback in the hous-
ing market. In 2005, when permits for single-family 
homes had reached their peak, they accounted for 
about 78.0 percent of all new building permits. That 
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fell to 63.9 percent this year as demand for multi-
family homes has risen over the last few years (fig-
ure 9). The growing demand for multifamily homes 
is also evident from the value of private construc-
tion put in place. Between December 2010 and Au-

gust 2016, for example, the value of construction 
put in place for multifamily homes went up by 353.4 
percent, much higher than the corresponding figure 
for single-family homes (120.3 percent).17
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ONE explanation for an increase in multi-
family homes could be an increased move-
ment of people from suburbs or rural areas 

into cities. At first glance, this seems unlikely: At 
the national level, central cities continue to expe-
rience net outflows of people and suburbs net in-
flows, although the pace for both has slowed down 
since 1999 (figure 10). But the national-level data 
masks some important trends, as it combines data 
from cities losing population with data from cities 
gaining population. 

An examination of the cities that are experienc-
ing population gains provides a fuller explanation 
of housing trends at the national level—declining 
homeownership, growth in renting, and the rise 
of multifamily homes. In this section, we consider 
housing trends in the 15 cities in the United States 
with the largest absolute increases in population be-
tween July 1, 2014 and July 1, 2015.18

Housing metrics within these cities show some in-
teresting similarities to the national averages. For 
example, in many of these cities, house prices and 

Declining homeownership and 
rise in multifamily homes: 
Evidence from the cities 
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rents have risen in a manner similar to the pattern 
at the national level between 2012 and 2016, as 
measured by Zillow’s Home Value and Rental In-
dexes (table 1). In all 15 cities, except New York and 
Charlotte, house prices have outpaced rent inflation, 
like the national average. 

A look at housing prices across the 15 cities reveals 
that these cities fall into two broad groups. In cit-
ies like Phoenix, Los Angeles, and San Francisco, 
home prices rose quickly in 2012–2016 only after 

a prolonged period of slump due to large housing 
bubbles. That is to say, a key reason for fast home 
price growth in these cities is a relatively lower 
price base after the bursting of the housing bubble. 
In contrast, cities like Houston, Austin, Dallas, Fort 
Worth, and San Antonio (all in Texas) and Denver 
(in Colorado) were not affected much by the bubble 
to start with (figure 11). It is likely that home prices 
in these latter cities have continued to surge mainly 
due to rising population and a growing economy. 
This, in turn, has raised rental demand, thereby 

Table 1. Growth (percent) in Zillow’s Home Value Index and Zillow’s Rent Index (both indicate median 
values)

December 2012 to June 2016 Prices Rent

New York 11.9 20.5

Houston 34.6 16.4

Los Angeles/Long Beach/Anaheim 39.0 17.0

San Antonio 20.9 12.8

Phoenix 38.6 11.2

Dallas-Fort Worth 36.5 16.1

Austin 39.0 20.3

Denver 46.8 34.3

Charlotte 17.7 12.7

Seattle 41.5 29.5

Jacksonville 30.8 9.2

San Diego 36.4 17.2

Washington 14.6 6.9

San Francisco 54.4 42.3

United States 20.0 12.2

Source: Zillow (extracted using Haver Analytics), Deloitte Services LP economic analysis.
Deloitte University Press  |  dupress.deloitte.com
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pushing up median rents as well, though not as 
much as home prices. 

A growing population and high house prices have 
dented homeownership in many of the above cities. 
For example, in all but 2 of the 15 cities, the home-
ownership rate is below the national average (San 
Antonio and the Washington-Arlington-Alexandria 
metropolitan area are the two exceptions). Home-
ownership has also declined by more than the na-
tional average in many of these cities as well (table 
2). And in keeping with the average trend for the 
United States, rental vacancy rates in these cities 
have fallen faster than the homeowner vacancy rate, 
highlighting that more people have been preferring 
to rent than buy over the past few years.19

Trends in these 15 cities—declining homeowner-
ship coupled with a greater rise in median house 
prices than in rental prices—also help us under-
stand the growing demand for multifamily homes. 
However, the monthly data on building permits for 
these cities are non-seasonally adjusted and, hence, 
volatile. Looking at annual data instead, we find 

that the number of permits for multifamily homes 
has risen faster than for single-family ones in many 
of these cities during 2012–2015, with the New 
York-Newark-Jersey City metropolitan area stand-
ing out in this regard. However, there are notable 
exceptions. For example, key metropolitan areas 
in Texas, like San Antonio and Austin-Round Rock, 
have witnessed declines in permits for multifamily 
homes during the above period, thereby bucking 
the national trend. This could be because, despite 
declining affordability, people may be opting to 
buy single-family homes due to better economic 
prospects. But there is also likely a correction fac-
tor involved during this period. For example, in 
Austin-Round Rock, the decline in permits for 
multifamily homes in 2012–2015 comes after a 
huge surge in multifamily home permits in the 
previous two years (584.3 percent in 2010–2012). 
The same holds true for Denver-Aurora-Lakewood, 
Charlotte-Gastonia-Concord, Jacksonville, and 
Washington-Arlington-Alexandria. 
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Table 3. Rate of change (percent) in building 
permits for single- and multifamily homes

2012 to 2016
Single- 
family 
homes

Multi- 
family 
homes

New York/Newark/
Jersey City 63.9 274.5

Houston/The 
Woodlands/Sugar Land 28.5 37.2

Los Angeles/Long 
Beach/Santa Ana N/A N/A

San Antonio 27.0 -53.6

Phoenix/Messa/
Scottsdale 39.3 43.2

Dallas/Fort Worth/
Arlington 60.5 65.8

Austin/Round Rock* 50.6 -0.5

Denver/Aurora/
Lakewood 66.3 10.4

Charlotte/Gastonia/
Concord 84.8 29.0

Seattle/Tacoma/
Bellevue 7.4 70.1

Jacksonville 58.4 -6.5

San Diego/Carlsbad 46.7 92.0

Washington/Arlington/
Alex* 12.1 -0.2

San Francisco/
Oakland?Hayward 55.2 41.4

United States 33.7 56.3

*For Austin and Washington DC, we take the sum of all 
the months of 2012 to arrive at annual figures; adequate 
time series is not available for LA. 

Source: US Census Bureau (extracted using Haver 
Analytics), Deloitte Services LP economic analysis.
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Table 2. Homeownership rate (percent) and 
change in rates (percentage points)

2012 to 2016
Home-
owner-

ship rate

Change in 
the rate 
(2012-15)

New York/Newark/
Jersey City* 49.9 -1.6

Houston/The 
Woodlands/Sugar Land 60.3 -1.8

Los Angeles/Long 
Beach/Santa Ana 49.1 N/A

San Antonio 66.0 -1.5

Phoenix/Messa/
Scottsdale 61.0 -2.1

Dallas/Fort Worth/
Arlington 57.8 -4.0

Austin/Round Rock 57.5 -2.6

Denver/Aurora/
Lakewood 61.6 -0.2

Charlotte/Gastonia/
Concord 62.3 4.0

Seattle/Tacoma/
Bellevue* 59.5 -0.9

Jacksonville 62.5 -4.1

San Diego/Carlsbad 51.8 -3.6

Washington/Arlington/
Alex 64.6 -2.3

San Francisco/
Oakland?Hayward 56.3 3.1

United States 63.7 -1.8

*For New York and Seattle, we take the average for 
the four quarters of 2012 to arrive at annual figures; 
adequate time series is not available for LA. 

Source: US Census Bureau (extracted using Haver 
Analytics), Deloitte Services LP economic analysis.
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Policy implications

THE choices we make as to where and in what 
circumstances we live have important im-
plications for many aspects of American life, 

covering everything from public policy decisions to 
individual retirement planning, as well as impact-
ing other sectors that rely on household demand. 
As a nation, we invest a significant amount to sup-
port the American dream of home ownership. Tax 
expenditures from the mortgage interest deduc-
tion are the fourth-largest category of expenditures 
($75.3 billion in 2015), following the exclusion of 
employer contributions for medical insurance and 
care, capital gains, and the exclusion of net imputed 
rental income.20 As fewer people choose or are able 
to purchase a home, this deduction might come un-
der increased scrutiny in tax reform discussions. 

The decline in homeownership also has implica-
tions for household wealth. A house often com-
prises a large share of household wealth, especially 
among middle-class households.21 While not hold-
ing a mortgage may reduce risk in the near term for 
households, this important asset, which underpins 

many current retirees’ economic security, may be 
missing from the portfolios of a growing number of 
future retirees. Furthermore, with the shift to more 
multifamily homes and more renters, producers of 
goods and services relating to housing will likely be 
impacted, including everything from insurance to 
appliances and lawn equipment and even the de-
mand for personal automobiles.

On a more local basis, communities need to assess 
how their localities are evolving. Areas such as Seat-
tle and San Diego may need to consider how to serve 
the increased density that comes with large increas-
es in multifamily homes, while communities such 
as Charlotte, Jacksonville, and Austin may need to 
continue to deal with fast-growing single-home de-
velopments. As people are increasingly looking to 
work, live, and play within their communities, local 
policymakers and planners should carefully weigh 
the types of amenities they need to provide in order 
to attract the businesses and people needed to keep 
their communities vibrant. 

The US housing market recovery

14



1. Standard & Poor’s and Federal Housing Finance Agency, extracted using Haver Analytics, September 2016. Both 
indexes measure price trends for existing single-family homes. 

2. Zillow, extracted using Haver Analytics, September 2016. 

3. Federal Reserve Bank of New York, extracted using Haver Analytics, September 2016. 

4. Ibid. The delinquency rate is defined as delinquent loans as a percent of end-of-period loan balance. Delinquent 
loans include those past due 30 days or more and still accruing interest, as well as those on nonaccrual status. 

5. Zillow (negative equity reports), extracted using Haver Analytics, September 2016. 

6. US Census Bureau, “Historical census of housing tables,” https://www.census.gov/hhes/www/housing/census/
historic/owner.html, accessed October 10, 2016. 

7. US Census Bureau, extracted using Haver Analytics, September 2016. The homeownership rate is defined as 
owner-occupied housing units divided by total occupied housing units. 

8. New York Fed Credit Panel, extracted using Haver Analytics, September 2016. 

9. National Association of Realtors, extracted using Haver Analytics, September 2016. The data are not 
seasonally adjusted. 

10. On the Housing Composite Affordability Index, a value of 100 indicates that a median family income qualifies for 
an 80 percent mortgage on a median-priced existing single-family home.

11. National Association of Realtors, extracted using Haver Analytics, September 2016. The index is not seasonally 
adjusted and a rising index implies higher affordability. 

12. Patricia Buckley, Peter Viechnicki, and Akrur Barua, A new understanding of Millennials: Generational differ-
ences reexamined, Deloitte University Press, October 16, 2015, http://dupress.com/articles/understanding- 
millennials-generational-differences/.

13. US Census Bureau, extracted using Haver Analytics, September 2016. The data series starts in Q1 1965. 

14. Ibid. 

15. US Census Bureau (Housing Vacancy Survey), extracted using Haver Analytics, September 2016. The rise in me-
dian asking rent is calculated over the period Q1 2008 to Q2 2016. 

16. Zillow, extracted using Haver Analytics, September 2016. Median rent inflation is calculated from the Zillow Rent 
Index, while median home value inflation is calculated from the Zillow Home Value Index. Both inflation figures 
are year-over-year. 

17. US Census Bureau, extracted using Haver Analytics, September 2016. 

18. US Census Bureau, “Five of the nation’s eleven fastest-growing cities are in Texas,” May 19, 2016, http://www.
census.gov/newsroom/press-releases/2016/cb16-81.html. 

19. US Census Bureau, extracted using Haver Analytics, September 2016. We are referring to the annual series. 
However, for New York and Seattle, we have taken the average of four quarters to arrive at annual figures for 
2010 and 2012. 

20. Tax Policy Center, “The Tax Policy Center’s briefing book,” http://www.taxpolicycenter.org/briefing-book/what-
are-largest-tax-expenditures, accessed October 10, 2016. 

21. Pew Research Center, The American middle class is losing ground, December 9, 2015, http://www.pewsocialtrends.
org/2015/12/09/the-american-middle-class-is-losing-ground/. 

ENDNOTES

The past is not prologue

15



DR. PATRICIA BUCKLEY

Dr. Patricia Buckley started at Deloitte in September 2012 as the director for economic policy and 
analysis with responsibility for researching, framing, and developing the external strategic messaging 
for Deloitte’s US CEO. Buckley is an expert in critically assessing and synthesizing complex data for the 
purpose of informing public policy debates at the highest levels of government and business.

AKRUR BARUA

Akrur Barua is an economist and a manager at Deloitte Research, Deloitte Services LP.

ABOUT THE AUTHORS

CONTACTS

Dr. Patricia Buckley
Managing director
Deloitte Services LP
Tel.: +1 571 814 6508 
E-mail: pabuckley@deloitte.com

Akrur Barua
Manager
Deloitte Services LP 
Tel: +1 678 299 9766
E-mail: abarua@deloitte.com

The authors would like to thank Jim Eckenrode, managing director of the Deloitte Center for Financial 
Services, for his contributions to the report. 

ACKNOWLEDGEMENTS

The US housing market recovery

16





About Deloitte University Press 
Deloitte University Press publishes original articles, reports and periodicals that provide insights for businesses, the public 
sector and NGOs. Our goal is to draw upon research and experience from throughout our professional services organization, 
and that of coauthors in academia and business, to advance the conversation on a broad spectrum of topics of interest to 
executives and government leaders.

Deloitte University Press is an imprint of Deloitte Development LLC. 

About this publication  
This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or its 
and their affiliates are, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or other 
professional advice or services. This publication is not a substitute for such professional advice or services, nor should it 
be used as a basis for any decision or action that may affect your finances or your business. Before making any decision or 
taking any action that may affect your finances or your business, you should consult a qualified professional adviser.

None of Deloitte Touche Tohmatsu Limited, its member firms, or its and their respective affiliates shall be responsible for any 
loss whatsoever sustained by any person who relies on this publication.

About Deloitte 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its 
network of member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/about 
for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms. Please see www.
deloitte.com/us/about for a detailed description of the legal structure of Deloitte LLP and its subsidiaries. Certain services 
may not be available to attest clients under the rules and regulations of public accounting.

Copyright © 2016 Deloitte Development LLC. All rights reserved. 
Member of Deloitte Touche Tohmatsu Limited

  Follow @DU_Press

Sign up for Deloitte University Press updates at DUPress.com.


