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Four More Years? No Quick End 
In Sight For The U.S. Housing 
Shortage 

 
Lawrence Yun ,   

 CONTRIBUTOR 

I monitor and look for unique developments in the real estate market.   

Opinions expressed by Forbes Contributors are their own. 

The inventory of homes for sale continues to shrink. There 
were 2.02 million homes listed for sale at the end of 
October, representing only 4.3 months’ supply. A balanced 
market would be closer to 6-to-7 months’ supply. From a 
year ago, the raw inventory count was down 4%, which 
marked nearly two straight years of decline. 

This shortage of housing inventory is the principal reason 
why home prices have been outpacing people’s income 
growth for the past five consecutive years. From 2011 to 
2016, the median home price will have risen by 42% 
compared to the median household income gain of only 17%. 
Such disparity hurts affordability and is unsustainable over 
the long haul. The only way to lessen home price growth is 
to bring in more supply. It cannot be a simple case of 
existing homeowners listing their home. Keep in mind that 
nearly all home sellers are also home buyers, and thereby 
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not truly providing a net increase to the inventory. The same 
logic applies to underwater homeowners who come above 
water after home price gains. What is needed is for 
homebuilders to boost construction and/or for investors 
who bought for the purpose of renting to unload those rental 
properties onto the market soon. There is no indication of 
the second occurring because of nice rental income flows. 
The only way to bring additional supply, therefore, is for 
homebuilders to get really busy. 

Economic logic says that about 1.1 to 1.2 million net new 
households are formed each year. So that is the number of 
new homes needed to be built just to accommodate this rise 
in housing demand. In addition, 300,000 to 400,000 old, 
uninhabitable homes are demolished. Therefore, additional 
new homes of the same amount are needed just to replace 
the demolished ones. That puts the logical need for new 
home construction at right around 1.5 million per year. 

In fact, the 50-year annual average for housing starts, up to 
the year 2000, was 1.51 million units. Quite comforting to 
know logic and the long-term statistical average matches up. 
But from 2001 to 2006, which covers the early years of the 
housing bubble to the peak, housing starts averaged 1.8 
million per year – an oversupply. From 2007 to 2016, from 
the crash and subsequent recovery, the average new home 
construction clocked in at only 870,000 per year. Over the 
total big cycle from 2001 to 2016, the average is 1.25 million, 
and not the prior historical average of 1.5 million. 

But as said above, an average of 870,000 new units per year 
over the past decade imply 8.7 million cumulative new units, 
when 15 million units would have been needed. Taking the 



difference between the two figures, the country is short by 
8.3 million housing units. Part of this shortage has been 
absorbed from people moving in to what had been empty 
buildings and hence falling vacancy rates. But as evidenced 
by fast-rising rents and fast-rising home prices, we cannot 
expect a further fall in vacancy rates to handle the ongoing 
and growing housing shortage gaps. 

The bottom line is that we need a few years of above-normal 
construction activity, say 1.7 million housing starts per year. 
Only then will we see a slight rise in vacancy rates to help 
lessen the rent growth pressure and bring the inventory of 
homes for sale to a more balanced market. However, based 
on various economists’ consensus projections of housing 
starts of 1.3 million in 2017 and at best 1.4 million in 2018, if 
proven true, then we are in for a housing shortage for at 
least four more years. 
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Surveying the American Dream: Housing 
Optimism Swings Post-Election 

 
 

Attitudes toward housing have swung since the outcome of the election, with consumers 
expressing opposing expectations of the market to come, according to Trulia’s recently 
released 2017 Housing Outlook Report. Post-election, the report shows, Republicans 
felt positive toward the market next year, anticipating better buying conditions; 
Democrats, however, felt less positive. 
“While it’s still too soon to tell how President-Elect Trump’s surprising presidential 
victory will affect the housing market, Republicans are feeling a renewed sense of 
confidence about all things housing in 2017, while Democrats are feeling down,” says 
Trulia Chief Economist Ralph McLaughlin. “If these contrasts lead to noticeable 
changes in housing market activity, we think they’ll help close the geographic divide in 
home price appreciation. 
“Gradually rising inventory in supply-constrained markets may cause homes to be more 
affordable, but supply is only half of the story,” McLaughlin says. “The combination of a 
healthy economy and new policies under the Trump Administration could boost 
demand, driving up the pace of appreciation yet again.” 

 
The outcome of the election has also impacted the value of the American Dream of 
homeownership. According to the report, the proportion of Americans who perceive 
homeownership as a necessary component of the American Dream dropped 3 
percentage points to 72 percent—a dip most pronounced among millennials, even 
though many reported planning to buy a home by 2018, at the earliest. 
Trulia’s report, in addition, ranked the top housing markets of 2017, weighing 
Republican households, as well as affordability and employment opportunity, as factors: 
 

1. Jacksonville, Fla. 
2. Cape Coral-Fort Meyers, Fla. 
3. Deltona-Daytona Beach-Ormond Beach, Fla. 
4. Grand Rapids, Mich. 

http://www.trulia.com/blog/trends/2017-housing-outlook


5. Tampa-St. Petersburg, Fla. 
6. Colorado Springs, Colo. 
7. Charleston, S.C. 
8. San Antonio, Texas 
9. Phoenix, Ariz. 
10. North Port-Sarasota-Bradenton, Fla. 

Source: Trulia 
 

http://www.trulia.com/


Realtor.com® Forecasts Post-Election Economy to Result in 
Higher Mortgage Rates While Housing Delivers Slower Gains in 
2017 
Phoenix housing market predicted to be No. 1 out of 100 local metro forecasts 
NEWS PROVIDED BY 
realtor.com  
Nov 30, 2016, 00:01 ET 

SANTA CLARA, Calif., Nov. 30, 2016 /PRNewswire/ -- The 2017 housing market will be a 
year of slowing, yet moderate growth, set against the backdrop of a changing composition of 
home buyers and a post-election interest rate jump that could potentially price some first-timers 
out of the market, according to the realtor.com® 2017 housing forecast released today. 

The report also predicts the top five housing trends of 2017, as well as home prices and sales for 
the 100 largest metros in the U.S. Realtor.com® is a leading online real estate destination 
operated by News Corp [NASDAQ: NWS, NWSA]; [ASX: NWS, NWSLV] subsidiary Move, 
Inc. 

 
 

Realtor.com's 2017 housing forecast 

2017 national housing forecast  
The 2017 national real estate market is predicted 
to slow compared to the last two years, across the 
majority of economic indicators. Home prices are 
anticipated to increase 3.9 percent and existing 
home sales are forecasted to increase 1.9 percent 
to 5.46 million homes. Interest rates are expected 
to reach 4.5 percent due to higher expectations for 
inflationary pressure in the year ahead. 

Realtor.com® is forecasting the homeownership 
rate will stabilize at 63.5 percent after bottoming 
at 62.9 percent in 2016. New home sales are 
expected to grow 10 percent, while new home 
starts are expected to increase 3 percent. The 
forecast is based on GDP growth of 2.1 percent, a 
2.5 percent increase in the consumer price index 

http://www.prnewswire.com/news/realtor.com
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and unemployment declining to 4.7 percent by the end of the year.  

Prior to this month's election, demographics and an improving economy were laying the 
foundation for a substantial increase in first-time buyers in 2017, but due to mortgage rate 
increases over the last few weeks realtor.com® predicts first timers will face new hurdles as they 
navigate the qualification and buying process. These higher rates are associated with anticipation 
of stronger economic and wage growth next year, both of which favor buyers. However, higher 
rates will make qualifying for a mortgage and finding affordable inventory more challenging. 

"We don't expect the outcome of the election to have a direct impact on the health of the housing 
market or economy as we close out 2016. However, the 40 basis points increase in rates in the 
days following the election has caused us to increase our interest rate prediction for next year," 
said Jonathan Smoke, chief economist for realtor.com®. "With more than 95 percent of first-time 
home buyers dependent on financing their home purchase, and a majority of first-time buyers 
reporting one or more financial challenges, the uptick we've already seen may price some first-
timers out of the market." 

Top Housing Trends for 2017 
Next year's predicted slowing price and sales growth, increasing interest rates and changing 
buyer demographics are setting the stage for five key housing trends: 

1. Millennials and boomers will dominate the market –– Next year, the 
housing market will be in the middle of two massive demographic waves, 
millennials and baby boomers – that will power demand for at least the next 
10 years. Although increasing interest rates have prompted realtor.com® to 
lower its prediction of millennial market share to 33 percent of the buyer 
pool; millennials and baby boomers will still comprise the majority of the 
market. Baby boomers are expected to make up 30 percent of buyers in 2017 
and given they're less dependent on financing, they are anticipated to be 
more successful when it comes to closing. 

2. Midwestern cities will continue to be hotbeds for millennials – 
Midwestern cities are anticipated to continue to beat the national average in 
millennial purchase market share in 2017 with Madison, Wis.; Columbus, 
Ohio; Omaha, Neb.; Des Moines, Iowa; and Minneapolis, leading the pack. 
This year, average millennial market share in these markets is 42 percent, far 
higher than the U.S. average of 38 percent. With strong affordability in 15 of 
the 19 largest Midwestern markets, realtor.com® expects this trend to 
continue in 2017 even as interest rates increase.   

3. Slowing price appreciation – Nationally, home prices are forecast to slow 
to 3.9 percent growth year over year, from an estimated 4.9 percent in 2016. 
Of the top 100 largest metros in the country, 26 markets are expected to see 
price acceleration of 1 percent point or more with Greensboro-High Point, 
N.C.; Akron, Ohio; and Baltimore-Columbia-Towson, Md., experiencing the 

http://news.move.com/2016-10-19-Realtor-com-Consumer-Survey-Reveals-First-Look-into-2017-Home-Buying-Season


largest gains.  Likewise, 46 markets are expected to see a slowdown in price 
growth of 1 percent or more with Lakeland-Winter Haven, Fla., Durham-
Chapel Hill, N.C.; and Jackson, Miss., undergoing the biggest shift to slower 
price appreciation. 

4. Fewer homes on the market and fast moving markets – Inventory is 
currently down an average of 11 percent in the top 100 metros in the U.S. 
The conditions that are limiting home supply are not expected to change in 
2017. Median age of inventory is currently 68 days in the top 100 metros, 
which is 14 percent – or 11 days – faster than U.S. overall. 

5. Western cities will continue to lead the nation in prices and sales – 
Western metros in the U.S. are forecast to see a price increase of 5.8 percent 
and sales increase of 4.7 percent, much higher than the U.S. overall. These 
markets also dominate the ranking of the realtor.com® 2017 top housing 
markets, making up five of the top 10 markets on the list (Los 
Angeles, Sacramento and Riverside, Calif., Tucson, Ariz., and Portland, 
Ore.) and 11 of the top 25 (Colorado Springs, Colo.; San Diego; Salt Lake 
City; Provo-Orem, Utah; Seattle. and Oxnard-Thousand Oaks-Ventura, 
Calif.) 

Top 2017 housing markets 
Despite a more moderate housing market overall in 2017, strong local economies and population 
growth will continue to fuel the nation's top markets. The realtor.com® 2017 top 10 housing 
markets based on price and sales gains are: 1. Phoenix-Mesa-Scottsdale, Ariz.; 2. Los Angeles-
Long Beach-Anaheim, Calif.; 3. Boston-Cambridge-Newton, Mass.-N.H.; 4. Sacramento--
Roseville--Arden-Arcade, Calif.; 5. Riverside-San Bernardino-Ontario, Calif.; 6. Jacksonville, 
Fla.; 7. Orlando-Kissimmee-Sanford, Fla.; 8. Raleigh, N.C.; 9. Tucson, Ariz.; and 10. Portland-
Vancouver-Hillsboro, Ore.-Wash. 

These top 10 markets are forecast to see average price gains of 5.8 percent and sales growth of 
6.3 percent, exceeding next year's anticipated national growth of 3.9 percent and 1.9 percent, 
respectively. But when compared to last year, prices in eight of the top 10 markets are expected 
to decelerate with only Los Angeles and Tucson, Ariz. showing stronger growth than last year. 
Other commonalities among the top 10 housing markets include: relatively affordable rental 
prices, low unemployment, large populations of millennials and baby boomers, as well as a high 
number of listing views on realtor.com®. See Table 1 for the ranking of the top 100 largest 
metros in the U.S., as well as their price and sales forecasts. 

 

 

 



 

Table 1: Realtor.com®'s 2017 Housing Forecast – Top 100 Metros 

 Rank MSA Price Sales Rank MSA Price Sales 
1. Phoenix-Mesa-Scottsdale, Ariz. 5.9% 7.2% 51. Greensboro-High Point, N.C. 5.5% 3.6% 

2. 
Los Angeles-Long Beach-Anaheim, 

Calif. 6.9% 6.0% 52. Scranton--Wilkes-Barre--Hazleton, Pa. 2.4% 6.6% 

3. 
Boston-Cambridge-Newton, Mass.-

N.H. 6.1% 6.3% 53. Tulsa, Okla. 4.9% 4.0% 

4. 
Sacramento--Roseville--Arden-

Arcade, Calif. 7.2% 4.9% 54. Augusta-Richmond County, Ga.-S.C. 4.3% 4.6% 

5. 
Riverside-San Bernardino-Ontario, 

Calif. 5.0% 6.9% 55. Spokane-Spokane Valley, Wash. 4.8% 4.0% 
6. Jacksonville, Fla. 4.8% 7.0% 56. Indianapolis-Carmel-Anderson, Ind. 3.7% 5.0% 
7. Orlando-Kissimmee-Sanford, Fla. 5.7% 6.1% 57. McAllen-Edinburg-Mission, Texas 3.6% 5.1% 
8. Raleigh, N.C. 4.2% 7.6% 58. Greenville-Anderson-Mauldin, S.C. 5.0% 3.6% 

9. Tucson, Ariz. 6.1% 5.5% 59. 
Philadelphia-Camden-Wilmington, Pa.-

N.J.-Del.-Md. 5.5% 3.1% 

10. 
Portland-Vancouver-Hillsboro, Ore.-

Wash. 6.6% 5.0% 60. Atlanta-Sandy Springs-Roswell, Ga. 5.9% 2.7% 
11. Durham-Chapel Hill, N.C. 2.6% 9.0% 61. Birmingham-Hoover, Ala. 4.2% 4.3% 

12. Colorado Springs, Colo. 4.8% 6.7% 62. 
Washington-Arlington-Alexandria, D.C.-

Va.-Md.-W.Va. 3.9% 4.6% 
13. Jackson, Miss. 2.0% 9.4% 63. Worcester, Mass.-Conn. 3.5% 5.0% 
14. Detroit-Warren-Dearborn, Mich. 5.2% 6.2% 64. Baton Rouge, La. 2.9% 5.5% 
15. San Diego-Carlsbad, Calif. 6.5% 4.9% 65. Omaha-Council Bluffs, Neb,-Iowa 3.7% 4.6% 
16. Salt Lake City, Utah 6.7% 4.7% 66. Cape Coral-Fort Myers, Fla. 2.9% 5.4% 

17. 
Deltona-Daytona Beach-Ormond 

Beach, Fla. 3.1% 8.2% 67. Urban Honolulu, Hawaii 4.6% 3.8% 
18. Provo-Orem, Utah 5.2% 5.8% 68. Oklahoma City, Okla. 4.1% 4.2% 
19. Austin-Round Rock, Texas 3.5% 7.4% 69. Cleveland-Elyria, Ohio 3.6% 4.7% 

20. Seattle-Tacoma-Bellevue, Wash. 7.4% 3.4% 70. 
Virginia Beach-Norfolk-Newport News, 

Va.-N.C. 4.4% 3.8% 

21. 
Charlotte-Concord-Gastonia, N.C.-

S.C. 4.3% 6.3% 71. 
Miami-Fort Lauderdale-West Palm 

Beach, Fla. 4.0% 4.2% 

22. 
Oxnard-Thousand Oaks-Ventura, 

Calif. 5.2% 5.4% 72. Memphis, Tenn.-Miss.-Ark. 3.8% 4.2% 

23. 
New York-Newark-Jersey City, NY-

N.J.-Pa. 4.0% 6.5% 73. Harrisburg-Carlisle, Pa. 4.9% 3.1% 
24. Providence-Warwick, R.I.-Mass. 6.3% 4.1% 74. Palm Bay-Melbourne-Titusville, Fla. 4.8% 3.1% 
25. North Port-Sarasota-Bradenton, Fla. 5.0% 5.4% 75. Ogden-Clearfield, Utah 3.9% 4.0% 
26. Denver-Aurora-Lakewood, Colo. 6.4% 4.0% 76. Louisville/Jefferson County, K.-Ind. 3.2% 4.7% 
27. Pittsburgh, Pa. 4.1% 6.1% 77. St. Louis, Mo.-Ill. 3.5% 4.4% 
28. Stockton-Lodi, Calif. 6.1% 4.0% 78. Albuquerque, N.M. 3.6% 4.1% 

29. 
Houston-The Woodlands-Sugar 

Land, Texas 4.0% 6.1% 79. Richmond, Va. 5.2% 2.6% 
30. Boise City, Idaho 4.8% 5.3% 80. Winston-Salem, N.C. 2.7% 5.1% 

31. 
Tampa-St. Petersburg-Clearwater, 

Fla. 4.8% 5.1% 81. 
Minneapolis-St. Paul-Bloomington, 

Minn.-Wis. 4.1% 3.6% 
32. Grand Rapids-Wyoming, Mich. 5.8% 4.2% 82. Des Moines-West Des Moines, Iowa 2.9% 4.3% 
33. New Orleans-Metairie, La. 4.0% 5.9% 83. Kansas City, Mo.-Kan. 4.4% 2.7% 
34. Springfield, Mass. 4.7% 5.1% 84. New Haven-Milford, Conn. 4.4% 2.6% 
35. Bakersfield, Calif. 5.3% 4.5% 85. Columbia, S.C. 3.4% 3.6% 

36. 
Las Vegas-Henderson-Paradise, 

Nev. 5.1% 4.6% 86. Toledo, Ohio 4.7% 2.1% 

37. 
San Francisco-Oakland-Hayward, 

Calif. 8.4% 1.2% 87. El Paso, Texas 3.9% 2.9% 
38. Cincinnati, OH-KY-IN 3.2% 6.4% 88. Akron, Ohio 4.8% 1.9% 

39. 
San Jose-Sunnyvale-Santa Clara, 

Calif. 8.3% 1.3% 89. 
Youngstown-Warren-Boardman, Ohio-

Pa 4.8% 1.9% 

http://www.realtor.com/local/Phoenix_AZ
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40. Lakeland-Winter Haven, Fla. 4.6% 4.9% 90. 
Little Rock-North Little Rock-Conway, 

Ark. 3.0% 3.6% 
41. San Antonio-New Braunfels, Texas 3.3% 6.2% 91. Dayton, Ohio 4.3% 2.2% 
42. Columbus, Ohio 3.8% 5.7% 92. Wichita, Kan. 3.9% 2.5% 
43. Fresno, Calif. 3.7% 5.8% 93. Allentown-Bethlehem-Easton, Pa.-N.J. 3.1% 3.0% 
44. Knoxville, Tenn. 3.1% 6.3% 94. Syracuse, N.Y. 3.4% 2.6% 
45. Rochester, N.Y. 3.1% 6.3% 95. Baltimore-Columbia-Towson, Md. 3.0% 2.9% 

46. Charleston-North Charleston, S.C. 3.3% 6.1% 96. 
Buffalo-Cheektowaga-Niagara Falls, 

N.Y. 3.4% 2.1% 

47. 
Nashville-Davidson--Murfreesboro--

Franklin, Tenn. 4.9% 4.4% 97. Albany-Schenectady-Troy, N.Y. 1.8% 3.5% 

48. Dallas-Fort Worth-Arlington, Texas 4.1% 5.1% 98. 
Hartford-West Hartford-East Hartford, 

Conn. 4.7% 0.4% 

49. 
Milwaukee-Waukesha-West Allis, 

Wis. 4.7% 4.5% 99. Bridgeport-Stamford-Norwalk, Conn. 1.9% 2.6% 
50. Madison, Wis. 3.8% 5.4% 100. Chicago-Naperville-Elgin, Ill.-Ind.-Wis. 2.0% 2.3% 
Forward-Looking Statements 

This document contains certain "forward-looking statements" within the meaning of the Private 
Securities Litigation Reform Act of 1995. These statements are based on management's views 
and assumptions regarding future events and business performance as of the time the statements 
are made. Actual results may differ materially from these expectations due to changes in global 
economic, business, competitive market and regulatory and other factors. More detailed 
information about these and other factors that could affect future results is contained in News 
Corp's filings with the Securities and Exchange Commission. The "forward-looking statements" 
included in this document are made only as of the date of this document and we do not have any 
obligation to publicly update any "forward-looking statements" to reflect subsequent events or 
circumstances, except as required by law. 

About realtor.com® 

Realtor.com® is the trusted resource for home buyers, sellers and dreamers, offering the most 
comprehensive source of for-sale properties, among competing national sites, and the 
information, tools and professional expertise to help people move confidently through every step 
of their home journey. It pioneered the world of digital real estate 20 years ago, and today helps 
make all things home simple, efficient and enjoyable. Realtor.com® is operated by News Corp 
[NASDAQ: NWS, NWSA] [ASX: NWS, NWSLV] subsidiary Move, Inc. under a perpetual 
license from the National Association of REALTORS®. For more information, visit realtor.com®. 

Media Contact: 

Realtor.com® 

Lexie Puckett Holbert – lexie.puckett@move.com 

Photo - http://photos.prnewswire.com/prnh/20161129/443963-INFO 
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