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SUMMARY
The four quarters of 1994 saw housing production
return to levels not seen for several years. Total
housing permits for 1994 numbered 1,362,800 units,
14 percent over 1993 and the highest level since
1988. Total housing starts numbered 1,453,100
units, 13 percent over 1993 and also the highest
since 1988. Single-family permits at 1,060,500 units
were the highest since 1986, and single-family starts
at 1,195,600 units were the highest since 1978.
Multifamily permits and starts were 51 and 67
percent, respectively, above 1993 and both were the
highest since 1990. New home sales at 670,000
units and existing home sales at 3,967,000 were the
highest since 1978. Toward the end of 1994, ship-
ments of manufactured (mobile) homes to dealers
were at the highest levels in over 20 years.

The effects of rising interest rates became more
pronounced in the fourth quarter of 1994, especially
when compared with the fourth quarter a year
earlier. Mortgage rates were 50 to 65 basis points
above the previous quarter and about 200 basis
points above year earlier rates. FHA, VA, and PMI
mortgage activity was down significantly from both
the third quarter and the fourth quarter of 1993, and
not due only to a fall-off in refinancing activity.
While housing production was little changed from
the third to fourth quarter, it was down noticeably
for the interest-sensitive single-family sector from
the fourth quarter a year earlier; the less interest-
sensitive multifamily housing production continued
to improve. New home sales were unchanged in the
fourth quarter but were down 14 percent from a year
earlier, while builders’ unsold inventory, relative to
the sales rate, was up 18 percent from the third
quarter and up 49 percent from the previous year.
Builders reported significant declines in buyer traffic
and future sales expectations. Existing home sales
declined somewhat but the number of homes
offered for sale also declined, suggesting a commen-
surate decline in the turnover rate.

Some additional interesting aspects of the latest
housing market trends are offered below:

■ Housing affordability showed a slight improve-
ment in the fourth quarter. More surprising is that
the declines of 13 percent in the fixed-rate index and
11 percent in the adjustable-rate index from a year
earlier were not more severe; interest rate increases
were ameliorated by stable housing prices and offset
to some extent by income growth.

■ The number of new apartments completed
continued to increase, rising 17 percent from the
previous quarter and 52 percent from the same
quarter the previous year. New, unsubsidized
apartments were rented at a brisk 82-percent rate
within 3 months, unchanged from the previous
quarter but 8 percent above the same quarter the
previous year.

■ While FHA’s market share of single-family
mortgage originations increased slightly in the
fourth quarter, it was substantially higher than the
prior year’s level. A further discussion of FHA’s
single-family programs is this quarter’s feature
topic.
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Regional Perspective
Housing market conditions remained strong
through the fourth quarter in most areas of the
country. The substantial increases in residential
construction in 1994 led to shortages of skilled
labor in a number of the major markets in the
Southeast and Southwest regions and in Arizona
and Nevada.

Multifamily activity and rental markets boomed in
1994 except in New England, New York/New
Jersey, and the Mid-Atlantic. All other regions
reported significant increases in apartment con-
struction. The number of multifamily units permit-
ted more than doubled in 11 States. The second half
of the year was especially strong in the Midwest,
Great Plains, Rocky Mountain, and Pacific regions.
The Southeast and Southwest continued to show
strong activity for most of the year, but had slowed
by the end of the year.

HUD economists report that amenity-rich projects
with high rents comprise a significant part of the
new rental housing in the Southeast, Southwest,
Rocky Mountain, and Northwest regions. Large,
two-bedroom, two-bath units with washers and
dryers, extensive recreation facilities, and garages
are typical of this new housing.

Single-family home construction and sales were
above 1993 levels in much of the country. Although
rising mortgage interest rates caused slowdowns in
sales in the second half of the year, the increased
popularity of adjustable-rate mortgages (ARMs) has
mitigated the impact. By year-end, ARMs were
accounting for 90 percent of the loans in some
markets of the Rocky Mountain region. All the
other regions reported the use of ARMs at year-end
made up 20 to 50 percent of the market. Builders
have cut back on construction in response to
growing inventories in some markets, but there is
no sign yet of widespread use of concessions or
buydowns.

FHA SERVES THE
UNDERSERVED
The Administration, Congress, and members of the
housing industry are once again considering the
future of HUD’s Federal Housing Administration
(FHA) single-family mortgage insurance programs.1

Among the options being discussed are restructuring
FHA so that it can perform more efficiently, deter-
mining whether FHA is still needed in light of
recent affordability initiatives in the private market,
and privatizing FHA. HUD has proposed restructur-
ing FHA as a Government-owned corporation under
the direction of the Secretary of HUD.

In this issue, U.S. Housing Market Conditions
examines the role that FHA currently plays in the
market for home mortgage finance. The report uses
newly available data on mortgage lending in 1993
that lenders submitted to the Federal Government
under the Home Mortgage Disclosure Act (HMDA).2

Because only lenders making loans in metropolitan
areas are required to report under HMDA, lending
activity for nonmetropolitan areas is not available
from this source. Metropolitan areas account for
over 85␣percent of FHA-insured mortgages.

The HMDA data and other information presented in
this report show that FHA single-family insurance
plays a valuable role in today’s mortgage market.
Borrowers and lenders use FHA insurance as the
instrument of choice to extend home mortgage
credit to underserved groups and markets.

FHA Single-Family Insurance
Is Alive and Well
Whether measured in terms of volume of business,
market share, or profitability, FHA single-family
insurance is an active and self-sustaining govern-
ment business.

Table 14 in the Historical Data section shows how
the number of endorsed FHA single-family insur-
ance contracts has fluctuated since 1968. Table 16
presents similar information in terms of the dollar
value of the mortgages underwritten. In terms of
either mortgage insurance contracts or the value of
mortgages underwritten, 1993 and 1994 were strong
years for FHA. In both years, FHA insured over 1
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million insurance contracts. Refinancings were
important in both years, but FHA insured 686,487
purchase mortgages in 1994, the third highest
number in FHA’s history.

Since 1980, FHA has insured between 6 and 15␣per-
cent of the dollar volume of all mortgages originated
(based on data from Table 16). A lender will gener-
ally not require mortgage insurance if borrowers
have sufficient equity in the property to protect the
lender’s interests. Therefore, the ratio of FHA-
insured mortgages to all insured mortgages (FHA,
VA, or privately insured) provides a better sense of
FHA’s market share. Since 1980, FHA has insured
between 19␣percent and 58␣percent of all insured
mortgages (based on data from Table 14).

Three points stand out from comparing FHA and
other insurers in Table 14. First, FHA’s share of
total insured business increased during the 1980s.
FHA had a share above 50 percent between 1986 and
1991 compared with slightly over 30 percent
between 1980 and 1985. Second, both FHA’s volume
and its share of the insured market increased during
the refinancing waves of 1986 to 1987 and 1993.
This most likely reflects borrower preferences for
fixed-rate mortgages during periods of low interest
rates. Most of FHA’s underwriting involves fixed-
rate mortgages as opposed to adjustable rate mort-
gages for which private mortgage insurers (PMIs)
historically claim a higher market share than FHA.
In addition, many homeowners who refinance have
built enough equity to drop private mortgage
insurance. In addition, FHA’s market share in the
1986 to 1987 period probably benefited from the
weakness in the private mortgage insurance busi-
ness following heavy financial losses in the
mid-1980s.

Third, FHA’s market share declined after the
financial reforms in 1991 that were intended to
restore the financial strength of FHA’s Mutual
Mortgage Insurance (MMI) Fund, which also suf-
fered losses in the 1980s. To increase FHA’s capital
reserves, premium charges were raised; to lower
insurance claim costs, requirements for borrower
equity were increased. Immediately after implemen-
tation of these measures, FHA lost some of its
market share to conventional market lenders using
private mortgage insurance. Its market share of all
insured loans, including VA loans, fell to 36␣percent
in 1992 but rose to 40␣percent in 1993 and 42␣per-
cent in 1994.

Most FHA single-family insurance is underwritten
for the MMI Fund. Since 1934, when FHA was
established, the MMI Fund has operated on a self-
sustaining basis; that is, premium collections have
been sufficient to cover insurance losses and
operating expenses. In the late 1980s, there was
growing evidence that FHA’s most recent business
was not actuarially sound and that FHA had insuffi-
cient reserves to cover anticipated future losses. In
1990 Congress amended the FHA statute to raise
the premium and increase the equity requirement as
discussed in the preceding paragraph. At the same
time, Congress set a capital reserve target for the
year 2000 of 2␣percent of insurance in force. The
most recent independent audit of the MMI Fund
estimates that it will have a capital reserve of
3.4␣percent in the year 2000, more than one and
one-half times the target rate.

Despite the high level of single-family underwriting
and the financial soundness of the MMI Fund,
problems still exist with HUD’s FHA single-family
insurance program. Since FHA raised its mortgage
insurance premiums in 1991, the proportion of its
new business consisting of the riskier, high loan-to-
value ratio loans has increased steadily. In 1991
56␣percent of the loans FHA insured had loan-to-
value ratios over 95␣percent; by 1994 that proportion
had risen to 61␣percent. 3 During the same period,
new FHA business with loan-to-value ratios below
90␣percent had dropped from 21 to 16␣percent. FHA
lowered its premium charges in 1994, making it
more competitive with private mortgage insurance.
Although FHA’s premiums are still above their pre-
1991 level, this change may lead to a better balance
between high and low loan-to-value ratio mortgages.

Also HUD’s ability to operate the FHA single-
family insurance program to best serve the needs of
the mortgage market is hindered by a lack of
flexibility. Because the essential features of all the
FHA insurance programs are prescribed in legisla-
tion, HUD cannot easily modify its programs to
meet the evolving needs of the market. Moreover,
HUD’s ability to marshall resources to deal with
particular problems is limited by hiring and con-
tracting rules designed for Government activities of
a nonbusiness type.
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FHA and the Underserved
From a Federal Government perspective, the
importance of FHA single-family insurance rests
more on whom FHA serves than on how many FHA
serves. Using HMDA and other data, this section
shows that lenders use FHA insurance to provide
housing credit to first-time homebuyers, minorities,
and low-income families, and to homebuyers
purchasing in central cities and in minority or low-
income neighborhoods.

FHA particularly stands out as an insurer of low
downpayment mortgages for first-time homebuyers.
In 1993 roughly two-thirds of FHA’s home purchase
mortgages were for first-time homebuyers and about
85 percent of its purchase mortgages had loan-to-
value ratios over 90 percent.

Table A presents 1993 HMDA data on how fre-
quently borrowers and lenders use FHA insurance
for groups and areas that are considered to have
limited access to mortgage credit. The term
“underserved” is often applied to these groups and
areas.

The following qualifications apply to the data
reported in Tables A through C. Only mortgages
used to purchase a home are included; refinancings
are not included. As noted earlier, HMDA data
cover only metropolitan areas. Mortgages guaran-
teed by the Department of Veterans Affairs or
insured by the Farmers Home Administration
(FmHA) are excluded from these comparisons
because these programs serve specialized markets.
Jumbo loans, that is, mortgages exceeding $203,150,
are also omitted.4

The first column of Table A shows the percentages
of all loans, FHA and conventional, that are made to
these underserved groups and areas. The second
column shows the percentage of FHA loans, and the
last column indicates the number of FHA loans
made in 1993. The percentages in Table A add up to
more than 100␣percent because of overlap among
the groups and areas.

Blacks and Hispanics use FHA insurance at a rate
approximately twice their share of all purchase
mortgage originations. Similarly, FHA insurance is
chosen disproportionately by lower income families

FHA
Only

Distribution of Home
Purchase Loans

FHA Plus
Conforming

Conventional

Number of
FHA Loans

All loans 100% 100% 487,896

Blacks 5% 11% 52,658

Hispanics 6% 10% 50,057

Less than 60% of median income 12% 18% 84,295

Less than 80% of median income 28%  42% 198,982

In central cities 40% 46% 226,409

In low-income census tracts 11% 17% 82,701

In minority census tracts 15% 23% 110,525

Source: HUD/Office of Policy Development and Research analysis of 1993 HMDA data.

Table A. Metropolitan Home Purchase Loans in 1993
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and families choosing to purchase homes in central
cities or in low- income or minority census tracts.5

For purposes of these comparisons, low-income
census tracts are census tracts where median family
income is less than 80␣percent of median family
income for the metropolitan area; and minority
census tracts are census tracts where at least 30
percent of the population are in a minority group.

FHA Versus Conventional
Financing
The principal alternatives to an FHA-insured
mortgage are an uninsured conventional mortgage,
typically requiring a loan-to-value ratio of 80␣per-
cent or less, or a privately insured conventional
mortgage.6 This section examines how well conven-
tional mortgages, both insured and uninsured, serve
these same groups and areas. Lenders using FHA
insurance outperform conventional sources of
mortgage finance in providing home financing to
underserved groups and areas, particularly to black
and Hispanic homebuyers.

As reported in the previous section, two-thirds of
FHA’s home purchase mortgages were used by first-
time homebuyers in 1993. Comparable information
on conventional mortgages is available only for
those conventional mortgages purchased or
securitized by the two Government-sponsored
enterprises (GSEs), Fannie Mae and Freddie Mac. In
1993 first-time homebuyers represented 31 percent
of Freddie Mac’s and 24 percent of Fannie Mae’s
business. In fact, FHA helped roughly the same
number of first-time homebuyers as the GSEs
(398,400 compared with a combined total of
404,300).7

Table B compares the use of FHA-insured mortgages
or conventional mortgages by underserved groups
and areas. The FHA column in Table B is the same
as the FHA percentage column in Table A. Because
FHA’s local maximum mortgage limits focus FHA
business on the lower half of the market, Table B
limits its analysis of conventional financing to
those mortgages that would be eligible for FHA
insurance, that is, the “FHA-eligible” portion of the
conforming conventional market.8 This restriction
makes the comparison fairer to conventional
financing because higher valued mortgages are
less likely to fit into any of the “underserved”
categories.

Eligible
ConventionalFHA

Blacks 11% 4%

Hispanics 10% 5%

Less than 60% of median income 18% 16%

Less than 80% of median income 42% 35%

In central cities 46% 38%

In low-income census tracts 17% 13%

In minority census tracts 23% 14%

Source: HUD/Office of Policy Development and Research analysis of 1993 HMDA data.

Table B.Percentage Distribution of Metropolitan Home Purchase Loans: FHA and
FHA-Eligible Conventional Loans
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All loans 32% 23%

Blacks 54% 47%

Hispanics 49% 41%

Less than 60% of median income 34% 34%

Less than 80% of median income 36% 35%

In central cities 36% 28%

In low-income census tracts 39% 35%

In minority census tracts 43% 35%

FHA-insured mortgages are more likely to be used
to provide credit for underserved groups and areas
than are conventional mortgages. This statement
is true for all the groups and areas identified in
Table B and is particularly the case for blacks,
Hispanics, and homebuyers locating in minority
neighborhoods.

There are at least three possible explanations for
this fact. Some lenders may specialize in serving
these underserved groups and areas and these
lenders may prefer FHA insurance. Alternatively,
lenders who serve a broad array of borrowers and
markets may tend to reserve FHA insurance for use
with these underserved groups and areas. Finally,
underserved borrowers may need the high loan-to-
value ratios possible with FHA mortgages. In any
case, FHA insurance appears to be the preferred
instrument for extending credit to the underserved.

Specialized use of FHA insurance for the
underserved does not mean FHA is alone in serving
these groups and areas. Because of the greater
volume of conventional lending, conventional
mortgages also play an important role in serving
these groups and areas.9

Table C compares market shares of FHA and
conventional financing for each of these
underserved groups and areas. The first column
restricts the comparison, as in Table B, to mort-
gages that are eligible for FHA mortgage insurance.
The second column gives FHA’s market share for

all loans less than $203,150, that is, for all conform-
ing loans. The conventional share is always the
difference between 100␣percent and the FHA
share. For example, among blacks obtaining mort-
gages eligible for FHA insurance, 54␣percent use
FHA mortgages and 46␣percent (100 – 54) use
conventional mortgages, with or without private
insurance.

In 1993 FHA insured 32␣percent of eligible mort-
gages in metropolitan areas. The remaining 68␣per-
cent of the eligible mortgages were conventionally
financed, with or without private insurance. FHA’s
share of the market for every underserved group and
area is greater than one-third. In some cases, FHA’s
market share is only marginally greater than its
overall share of the metropolitan market, but the
differences become substantial once race enters the
analysis. FHA’s share of the market for black and
Hispanic borrowers and for borrowers purchasing in
minority neighborhoods is substantially greater
than one-third. In fact, FHA insured over half of the
eligible mortgages issued to blacks and Hispanics in
metropolitan areas even though it insured only one-
third of all eligible mortgages.

The pattern is the same for FHA’s share of the
conforming loan market with one exception. For
borrowers with incomes less than 60␣percent of the
median income, FHA’s share is substantially greater
than its overall share of the conforming market.

FHA’s Share of
Conforming Market

FHA’s Share of
Eligible Market

Source: HUD/Office of Policy Development and Research analysis of 1993 HMDA data.

Table C.FHA's Market Shares of Metropolitan Home Purchase Mortgages: Eligible and
Conforming Conventional Markets
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One reason for the larger share of minority borrow-
ers is FHA’s lower denial rate for minorities com-
pared to denial rates of conventional loans. In 1993
denial rates for blacks applying for FHA mortgages
was 20␣percent compared to 27␣percent for conven-
tional loans eligible for FHA insurance. Denial rates
for Hispanics applying for FHA mortgages was
14␣percent compared to 23␣percent for conventional
loans eligible for FHA insurance. Denial rates for
whites were substantially lower than the denial
rates for blacks and Hispanics for both FHA and
conventional mortgages, 10␣percent compared to
13␣percent.

Summary
FHA is an important component of today’s mort-
gage finance system. FHA insured over 1 million
mortgages in 1994, including 686,487 mortgages to
purchase homes. Lenders use FHA insurance more
consistently than other options to provide mortgage
credit to first-time homebuyers, minorities, low-
income families, and homebuyers purchasing in
central cities and in minority or low-income
neighborhoods. First-time homebuyers particularly
make use of FHA insurance. Also, the ability of
blacks and Hispanics to purchase homes seems
linked in an essential way to the availability of FHA
insurance.

1 Previous examinations include HUD’s Future Role of FHA
(1977), The Report of the President’s Commission on Housing
(1982), President’s Private Sector Survey on Cost Control:
Report on Financial Asset Management (1983), and
Privatization: Toward More Efficient Government (1988) by
the President’s Commission on Privatization.

2 Congress enacted HMDA in 1975 in response to concerns
that depository institutions were not adequately serving low-
income and minority neighborhoods. HMDA, as amended,

requires almost all lenders to report annually their mortgage
activity by borrower characteristics and census tract location
so that the public can assess whether lenders are adequately
serving their communities. HMDA data cover mortgages on
single-family properties with one to four units and include
information on applications, originations, and rejections for
all depository lenders and their subsidiaries and for all
mortgage companies with at least 100 or more home purchase
loans in the preceding year.

3 This estimate excludes those refinancings for which a new
appraisal was not available.

4 Mortgages larger than this amount, called the conforming
limit, are not eligible for purchase by Fannie Mae or Freddie
Mac.

5 Separate analysis of American Housing Survey data going
back, at 2-year intervals, to 1985 document the same lending
patterns for FHA-insured single-family mortgages.

6 Private mortgage insurance differs from FHA insurance in
several important ways. FHA insures the entire mortgage
balance; PMIs typically insure only up to a quarter of the
mortgage balance. If losses exceed the insured percentage of
the mortgage balance, the lender or the entity guaranteeing
the mortgage-backed security must bear the additional loss.
Federal Government backing for FHA-insured mortgages
provides a stronger sense of security than the reserves set
aside by PMIs. Most importantly, FHA mortgages generally
allow higher loan-to-value ratios, making it easier for
borrowers to finance a home purchase. In recent years, some
PMIs have developed demonstration programs providing high
loan-to-value mortgages similar to FHA’s programs.

7 The data on conventional mortgages purchased or
securitized by Fannie Mae and Freddie Mac comes from
information submitted to HUD by these institutions in
compliance with HUD regulations.

8 FHA cannot insure mortgages above a locally determined
maximum mortgage amount. In 1993 the maximum mortgage
amount varied between $67,500 and $151,725.

9 FHA’s share of the home purchase market varies substan-
tially across metropolitan areas. The average across all
metropolitan areas is 23.4␣percent of the conforming market,
and 31.9 percent of the FHA-eligible market.
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HOUSING PRODUCTION

National Data

Permits*

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

TOTAL  1,394  1,372  1,378 + 2  + 1

ONE UNIT   1,058   1,044  1,130      + 1  - 6

TWO TO FOUR 64   63   57  + 2**  + 14

FIVE PLUS 272  265   191  + 3  + 42

  * Components may not add to totals because of rounding. Units in thousands.
Source: Bureau of the Census, Department of Commerce
** This change is not statistically significant.

Permits for the construction of new housing units rose 2 percent in the fourth quarter of 1994 to a seasonally
adjusted annual rate of 1,394,000 units, and were 1 percent higher than in the fourth quarter of 1993. One-unit
permits, at 1,058,000 units, were up 1 percent from the previous quarter, but down 6 percent from a year earlier.
Multifamily permits (5 or more units in structure), at 272,000 units, were 3 percent higher than the third
quarter, and 42 percent over the same quarter last year.
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Starts*

Under Construction*

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

TOTAL  791  766  699 + 3  + 13

ONE UNIT   591   587   563 + 1**  + 5

TWO TO FOUR 22   18   19 + 22 + 16

FIVE PLUS 178   161   117  + 11 + 52

* Components may not add to totals because of rounding. Units in thousands.
** This change is not statistically significant.

Sources: Bureau of the Census, Department of Commerce; and Office of Policy Development and Research,
Department of Housing and Urban Development

Construction starts of new housing units in the fourth quarter of 1994 totalled 1,503,000 units at a seasonally
adjusted annual rate, a statistically insignificant increase from both the previous quarter and the fourth quarter
of 1993. Single-family starts at 1,191,000 units were statistically unchanged from the previous quarter, but were
8 percent below the year earlier rate. Multifamily starts totalled 265,000 units, 19 percent higher than the
previous quarter, and 65 percent over the same quarter last year.

Housing units under construction at the end of the fourth quarter of 1994 increased to a seasonally adjusted
annual rate of 791,000 units, 3 percent over the previous quarter and 13 percent above the fourth quarter of
1993. Single-family units under construction, at 591,000 units, were a statistically insignificant 1 percent above
the previous quarter, and 5 percent higher than the year earlier rate. Multifamily units, at 178,000 units, were
11 percent higher than the previous quarter and 52 percent above the same quarter last year.

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

TOTAL  1,503  1,470  1,476 + 2** + 2**

ONE UNIT   1,191   1,210   1,287 - 2**  - 8

TWO TO FOUR 47   38   27 + 26  + 73

FIVE PLUS 265   223   161 + 19  + 65

* Components may not add to totals because of rounding. Units in thousands.
** This change is not statistically significant.

Source: Bureau of the Census, Department of Commerce
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Manufactured (Mobile)
Home Shipments*

Certificate

of

Occupancy Completions*

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

MANUFACTURERS’ 292 291 249 –  + 17
SHIPMENTS

* Components may not add to totals because of rounding. Units in thousands. These are HUD-code homes only, and do
not include manufactured housing units built to meet local building codes, which are included in housing starts figures.
Source: National Conference of States on Building Codes and Standards

Housing units completed in the fourth quarter of 1994, at a seasonally adjusted annual rate of 1,362,000 units,
were a statistically insignificant 2 percent above the previous quarter, and 8 percent higher than the same
quarter last year. Single-family completions, at 1,146,000 units, were a statistically insignificant 1 percent
below the previous quarter, but 3 percent higher than the year earlier rate. Multifamily completions, at 186,000
units, were up 17 percent from the previous quarter and 51 percent above the same quarter last year.

Shipments of new manufactured (mobile) homes to dealers were at a seasonally adjusted annual rate of
292,000 units in the third quarter of 1994, unchanged from the previous quarter but 17 percent over the rate a
year earlier.

Certificate

of

Occupancy
Latest

Quarter
Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

TOTAL  1,362  1,341  1,262 + 2** + 8

ONE UNIT   1,146   1,154   1,109 - 1**  + 3

TWO TO FOUR 30   29   29  + 3**  + 3**

FIVE PLUS 186   159   123 + 17  + 51

* Components may not add to totals because of rounding. Units in thousands.
** This change is not statistically significant.

Sources: Bureau of the Census, Department of Commerce; and Office of Policy Development and Research,
Department of Housing and Urban Development
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Home Sales*

HOUSING MARKETING
SOLD

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

SOLD

New  Homes

NEW HOMES 662  665  769 – - 14
SOLD

FOR  SALE  347   328   294 + 6  + 18

MONTHS’ 6.7   5.7   4.5  + 18 + 49
SUPPLY

Existing  Homes

*  Units in thousands.
Sources: New: Bureau of the Census, Department of Commerce; and Office of Policy Development and Research,
Department of Housing and Urban Development
Existing: NATIONAL ASSOCIATION OF REALTORS®

EXISTING 3,870  3,930  4,170 - 1 - 7
HOMES SOLD

FOR SALE 1,430  1,680  1,520 - 15  - 6

MONTHS’  4.4   5.2   4.0 - 16 + 10
SUPPLY

Latest
Quarter

Sales of new single-family homes totalled 662,000 units at a seasonally adjusted annual rate (SAAR) in the
fourth quarter of 1994, unchanged from the previous quarter, but 14 percent below the fourth quarter of 1993.
The number of new homes for sale at the end of the fourth quarter numbered 347,000 units, an increase of 6
percent over the last quarter and 18 percent over the same quarter last year. At the end of the quarter, invento-
ries represented a 6.7 months’ supply at the current sales rates, 18 percent higher than the previous quarter and
49 percent higher than the fourth quarter of 1993.

Sales of existing single-family homes reported by the NATIONAL ASSOCIATION OF REALTORS® for the
fourth quarter of 1994 totalled 3,870,000 SAAR, down 1 percent from the third quarter’s level, and 7 percent
below the fourth quarter of 1993. The number of units for sale at the end of the fourth quarter fell to 1,430,000,
dropping 15 percent from the previous quarter and 6 percent from the fourth quarter of 1993. At the end of the
fourth quarter, there was a 4.4 months’ supply of units, 16 percent below the previous quarter, but 10 percent
above the fourth quarter of 1993.
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Home Pricess

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year
s

Same Quarter
Previous

Year

MEDIAN  $130,000  $129,000  $127,000 + 1* + 2*

AVERAGE  $154,400  $152,800  $148,300 + 1* + 4

CONSTANT   $155,500  $153,600  $146,600 + 1*  + 6
QUALITY HOUSE1

MEDIAN $107,900  $110,800  $107,000 - 3 + 1

AVERAGE $133,800  $138,400  $133,300 - 3 –

New  Homes

Existing Homes

* This change is not statistically significant.
1 A constant quality house has the same physical characteristics from year to year and its price is
estimated using statistical models.
Sources: New: Bureau of the Census, Department of Commerce; and Office of Policy Development and Research,
Department of Housing and Urban Development
Existing: NATIONAL ASSOCIATION OF REALTORS®

The median price of a new home during the fourth quarter of 1994 was $130,000, virtually unchanged from
the previous quarter and 2 percent above the fourth quarter of 1993. (These changes are statistically insignifi-
cant.) The average price of a new home in the fourth quarter was $154,400, up a statistically insignificant 1
percent from the previous quarter, and up a statistically significant 4 percent from the same quarter last year.
The price adjusted to represent a constant quality home, $155,500, was up an insignificant 1 percent from the
previous quarter, and up 6 percent from the same quarter last year.

The median price of existing single-family homes in the fourth quarter of 1994 was $107,900, 3 percent below
the third quarter and 1 percent above the fourth quarter of 1993 according to the NATIONAL ASSOCIATION
OF REALTORS®. The average price of $133,800 was also 3 percent below the third quarter value but the same
as in the fourth quarter of 1993.
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APARTMENTS 31.5  24.7  22.1  + 28  + 43
COMPLETED*

PERCENT 82   83   76 - 1** + 8
ABSORBED
NEXT
QUARTER

MEDIAN RENT   $597   $577   $560 + 3** + 7

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

* Units in thousands.
** This change is not statistically significant.

Sources: Bureau of the Census, Department of Commerce; and Office of Policy Development and Research,
Department of Housing and Urban Development

Apartment Absorptions

Housing affordability is the ratio of median family income to the income needed to purchase the median-
priced home based on current interest rates and underwriting standards, expressed as an index. The NA-
TIONAL ASSOCIATION OF REALTORS® composite index value for the fourth quarter of 1994 shows that the
family earning the median income had 131.3 percent of the income needed to purchase the median-priced
existing home. This is 3 percent above the third quarter of 1994, but down 7 percent from the fourth quarter of
1993. This improvement in affordability is attributable to a 3-percent decline in median home price and a 1-
percent rise in median family incomes, more than offsetting the 10-basis point increase in the composite
interest rate used in the index. The fixed-rate index improved by 1 percent from the third quarter of 1994, but
fell by 13 percent from the fourth quarter last year. The adjustable-rate index also improved by 1 percent from
the previous quarter, but was 11 percent below the rate 1 year ago.

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year
s

Same Quarter
Previous

Year

Source: NATIONAL ASSOCIATION OF REALTORS®

COMPOSITE 131.3  127.8  141.5 + 3  - 7
INDEX

FIXED-RATE 118.3  117.7  136.4 + 1  - 13
INDEX

ADJUSTABLE-  145.4  143.7  163.9 + 1  - 11
RATE INDEX

There were 31,500 new, unsubsidized, unfurnished, multifamily (5 or more units in structure), rental apart-
ments completed in the third quarter of 1994, up 28 percent from the previous quarter and 43 percent above the
third quarter of 1993. Of the apartments completed in the third quarter of 1994, 82 percent were rented within
3 months (the absorption rate). This absorption rate was unchanged from the previous quarter, but 8 percent
above the same quarter of 1993. The median asking rent for apartments completed in the third quarter was
$597, not statistically different from the second quarter, but 7 percent higher than the year earlier rents.

Housing Affordabilitys
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FOR
SALE

Builders’ Views of Housing
Market Activity

The National Association of Home Builders conducts a monthly survey focusing on the level of sales activity
experienced by builders and their expectations for the near future. At the end of the fourth quarter, builders
viewed the level of current sales activity for single-family detached homes as worse than at the end of the
previous quarter. The percentage reporting “good to excellent” fell from 32 to 24 while those reporting “poor”
increased from 19 to 27. The decline from the end of the fourth quarter of 1993 was more pronounced with
“good to excellent” falling from 63 to 24 percent and “poor” increasing from 10 to 27 percent. The level of
activity for attached single-family homes can also be viewed as worsening although there is a mixed message.
Builders reporting “good to excellent” rose from 10 to 13 percent while there was a worsening in those rating
sales activity as “poor” from 38 to 48 percent. A clearer pattern of decline emerges when comparing views with
the fourth quarter a year ago—worsening in the “good to excellent” category from 22 to 13 percent and in the
“poor” rating from 40 to 48 percent.

Prospective buyer traffic in the fourth quarter of 1994 also declined from the third quarter of 1994. Builders
rating traffic as “high to very high” fell from 16 to 11 percent with the percentage reporting “low to very low”
increasing from 41 to 50 percent. The change from the fourth quarter of 1993 was much more pronounced with
“high to very high” falling from 48 to 11 percent and “low to very low” increasing from 23 to 50 percent.

Manufactured (Mobile)
Home Placements

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

PLACEMENTS*  283  288  259  - 2  + 9

ON DEALER  74   71   57  + 4  + 30
LOTS*

AVERAGE SALES  $33,500  $32,630  $30,870 + 3  + 9
PRICE

Same Quarter
Previous

Year

* Units in thousands. These are HUD-code homes only, and do not include manufactured housing units built to meet local building
codes, which are included in housing completions figures.
Sources: Bureau of the Census, Department of Commerce; and Office of Policy Development and Research,
Department of Housing and Urban Development

Homes placed on site ready for occupancy in the third quarter of 1994 totalled 283,000 at a seasonally ad-
justed annual rate, down 2 percent from the previous quarter, but up 9 percent from the third quarter of 1993.
The number of homes for sale on dealers’ lots at the end of the third quarter totalled 74,000 units, 4 percent
above the previous quarter and 30 percent above the same quarter of 1993. The average sales price of the units
sold in the third quarter was $33,500, up 3 percent from the previous quarter, and 9 percent higher than the year
earlier price.
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GOOD TO EXCELLENT  24   32   63  - 25   - 62

POOR 27   19   10 + 42   + 170

GOOD TO EXCELLENT 13  10  22   + 30  - 41

POOR 48 38 40 + 26 + 20

HIGH TO VERY HIGH 11   16   48   - 31   - 77

LOW TO VERY LOW 50 41 23 + 22 + 117

GOOD TO EXCELLENT 18 27 62 - 33 - 71

POOR 24 13 6 + 85 + 300

GOOD TO EXCELLENT 7 10 23 - 30 - 70

POOR 46 36 35 + 28 + 31

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

Current Sales Activity—Single-Family Detached

FOR
SALE

Future Sales Expectations—Single-Family Attached

Future Sales Expectations—Single-Family Detached

Prospective Buyer Traffic

Current Sales Activity—Single-Family Attached

Source: National Association of Home Builders, Builders Economic Council Survey

Builders’ views concerning future sales expectations for single-family detached units worsened in the fourth
quarter of 1994 with those rating expectations as “good to excellent” falling 9 percentage points from 27 to 18,
and those reporting “poor” increasing from 13 to 24 percent. This worsening is even more marked when
compared to the fourth quarter of 1993 when those reporting “good to excellent” stood at 62 percent and those
reporting “poor” were only 6 percent. Future sales expectations for single-family attached homes also worsened
from both the third quarter of 1994 and the fourth quarter of 1993; however, future sales expectations for
attached homes were generally lower than for detached homes.
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HOUSING FINANCE

Mortgage Interest Rates%

CONVENTIONAL  9.10   8.59   7.05  + 6   + 29
FIXED-RATE
30-YEAR

CONVENTIONAL 6.18   5.53   4.24   + 12   + 46
ARMS

CONVENTIONAL 8.61   8.09   6.58   + 7   + 31
FIXED-RATE
15-YEAR

FHA 9.17   8.67   7.17   + 6   + 28
FIXED-RATE
30-YEAR

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year%

Sources: Federal Home Loan Mortgage Corporation; and Office of Housing, Department of Housing and Urban Development

Mortgage interest rates increased moderately during the quarter in contrast to dramatic increases from last
year. The contract mortgage interest rate for 30-year, fixed-rate, conventional mortgages reported by Freddie
Mac was 9.10 percent in the fourth quarter, 51 basis points higher than the previous quarter and 205 basis
points higher than the same quarter a year ago. Adjustable-rate mortgages (ARMs) in the fourth quarter were
going for 6.18 percent, 65 basis points above the previous quarter and 194 basis points above the same quarter a
year ago. Fixed-rate, 15-year mortgages, at 8.61 percent, were up 52 basis points from last quarter and 203 basis
points above the same quarter a year ago. The FHA rate tracks the conventional rate very closely.
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TOTAL PMI  242.7   287.5   353.8 - 16  - 31
CERTIFICATES

TOTAL VA   82.5    140.6   147.8  - 41  - 44
GUARANTIES

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

* Thousands of loans.
Sources: PMI-Mortgage Insurance Companies of America; VA-Department of Veterans Affairs

Applications for FHA mortgage insurance on 1–4 family homes were received for 139,600 (not seasonally
adjusted) properties in the fourth quarter of 1994, down 27 percent from the previous quarter and down 70
percent from the fourth quarter of 1993. Endorsements or insurance policies issued totalled 168,900, down 38
percent from the third quarter of 1994 and down 42 percent from the fourth quarter of 1993. The 26-percent
drop in purchase endorsements was more than matched by the 65-percent drop in refinancing in the fourth
quarter of 1994.

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Loans Same Quarter
Previous

Year

APPLICATIONS 139.6 190.8  463.8  - 27  - 70
RECEIVED

TOTAL   168.9  272.4 291.5 - 38  - 42
ENDORSEMENTS

PURCHASE  140.0  189.3  138.2 - 26  + 1
ENDORSEMENTS

REFINANCING   28.9  83.1 153.3  - 65  - 81

* Thousands of properties.
Source: Office of Housing, Department of Housing and Urban Development

Private mortgage insurers reported issuing 242,700 policies or certificates of insurance on conventional
mortgage loans during the fourth quarter of 1994, down 16 percent from the third quarter and down 31 percent
from the fourth quarter of 1993; these numbers are not seasonally adjusted. The Department of Veterans Affairs
reported the issuance of mortgage loan guaranties for 82,500 single-family properties in the fourth quarter of
1994, down 41 percent from the third quarter and down 44 percent from the fourth quarter of 1993.

Loans FHA 1–4 Family Mortgage Insurance*

PMI and VA Activity*
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Mortgage Originations by Loan
Type, 1–4 Family Units

s
Loans

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

s
Loans

Dollar Volume ($Billions)

FHA INSURED 22.3 29.2 25.1 - 24 - 11

VA GUARANTEED 12.8 13.6 11.2 - 6 + 14

PRIVATE 32.5 36.2 38.9 - 10 - 16
INSURANCE

NOT INSURED* 90.4 135.1 211.5 - 33 - 57

TOTAL 157.9 214.0 286.7 - 26 - 45

FHA INSURED 14.1 13.6 8.8 + 4 + 61

VA GUARANTEED 8.1 6.4 3.9 + 28 + 108

PRIVATE 20.6 16.9 13.6 + 22 + 52
INSURANCE

NOT INSURED 57.3 63.1 73.8 - 9 - 22

Percentage of Market Shares**

* Includes Farmers Home Administration Loans.
**Market shares and percentages are computed from unrounded data.
Source: Mortgage Insurance Companies of America and HUD Survey of Mortgage Lending Activity

The total value of mortgage originations for 1–4 family homes was $157.9 billion in the third quarter of 1994,
down 26 percent from the second quarter of 1994 and down 45 percent from the third quarter of 1993. The
value for privately insured mortgages fell by 10 percent, and mortgages without insurance dropped by 33
percent. FHA- and VA-guaranteed mortgages decreased in volume by 24 and 6 percent, respectively. Compared
to the third quarter of 1993, three out of the four categories decreased leading to an overall decline of 45
percent: 11 percent for FHA, 16 percent for privately insured, and 57 percent for uninsured mortgages. VA-
guaranteed loans rose 14 percent in value. The market shares for FHA, VA, and privately insured mortgages
increased in the quarter to 14.1, 8.1, and 20.6 percent, respectively. Uninsured mortgages continue to dominate
the market with 57.3 percent despite their declining market share.
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Loans

Residential Mortgage Originations
by Building Type*

Residential mortgage originations totalled $165.3 billion in the third quarter of 1994, down 26 percent from
the second quarter of 1994 and down 44 percent from the third quarter of 1993. Nearly identical patterns exist
for single-family mortgages. The financing volume for multifamily units (5+) totalled $7.4 billion in the third
quarter, down 24 percent from the previous quarter and 14 percent from the third quarter of last year.

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

ONE TO 157.9 214.0 286.7 - 26 - 45
FOUR UNITS

FIVE PLUS 7.4 9.7 8.6 - 24 - 14

TOTAL 165.3 223.8 295.3 - 26 - 44

* Billions of dollars.
Source:  HUD Survey of Mortgage Lending Activity

Loans
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Mortgage Originations by Lender
Type, 1–4 Family Units

BANK

s

COMMERCIAL 43.3 55.5 69.9 - 22 - 38
BANKS

MUTUAL 6.4 7.8 10.4 - 18 - 38
SAVINGS BANKS

SAVINGS 27.8 34.4 46.8 - 19 - 41
AND LOANS

MORTGAGE 78.1 114.4 157.8 - 32 - 51
COMPANIES

OTHER LENDERS 2.5 1.9 1.8 + 32 + 39

TOTAL 157.9 214.0 286.7 - 26 - 45

COMMERCIAL 27.4 25.9 24.4 + 6 + 12
BANKS

MUTUAL 4.1 3.6 3.6 + 11 + 12
SAVINGS BANKS

SAVINGS 17.6 16.1 16.3 + 10 + 8
AND LOANS

MORTGAGE 49.5 53.5 55.0 - 7 - 10
COMPANIES

OTHER LENDERS 1.6 0.9 0.6 + 78 + 152

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

Dollar Volume ($Billions)

BANK

s

Percentage of Market Shares

Source: HUD Survey of Mortgage Lending Activity

Third quarter data indicate increasing shares for savings and loans, commercial banks, and mutual savings
banks at the expense of the still dominant mortgage companies. Almost all classes of lenders experienced a
declining volume of originations. The volume of mortgage originations handled by commercial banks in the
third quarter dropped to $43.3 billion, 22 percent lower than the second quarter of 1994. Savings and loans
made $27.8 billion in loans, down 19 percent for the quarter. Mutual savings banks wrote $6.4 billion, down 18
percent from the previous quarter. Even though they experienced a 32-percent drop from the second quarter,
mortgage companies continue their dominance of the market with $78.1 billion in new originations. Mortgage
companies decreased their share to 49.5 percent, commercial banks’ share rose to 27.4 percent, mutual savings
banks’ share rose to 4.1 percent, and savings and loans’ share increased to 17.6 percent. “Other lenders” repre-
sent less than 2 percent of the market.
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Delinquencies and ForeclosuresBANK

TOTAL PAST  3.90   4.21   4.19 - 7  - 7
DUE (%)

90 DAYS   0.74    0.82   0.77  - 10  - 4
PAST DUE (%)

FORECLOSURES   0.35    0.35   0.31 – + 13
STARTED (%)

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

BANK

Source: National Delinquency Survey, Mortgage Bankers Association

Total delinquencies were 3.90 percent at the end of the third quarter of 1994, down 7 percent from both the
second quarter of 1994 and the third quarter of 1993. Ninety-day delinquencies were at 0.74 percent, down 10
percent from the second quarter of 1994 and 4 percent from the 1993 third quarter level. During the third
quarter of 1994, 0.35 percent of loans entered foreclosure, the same as in the previous quarter, but 13 percent
above the third quarter of 1993.
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HOUSING INVESTMENT

Residential Fixed Investment
and Gross Domestic Product*

GDP

 %

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

GDP

 %

GDP  6,891.1   6,791.7   6,478.1 + 1 + 6

RFI  285.1    283.4   267.2 + 1 + 7

RFI/GDP (%)   4.1    4.2 4.1 - 1 –

* Billions of dollars.
Source: Bureau of Economic Analysis, Department of Commerce

Residential Fixed Investment for the fourth quarter of 1994 was $285.1 billion, up 1 percent from the third
quarter of 1994 and up 7 percent from the fourth quarter of 1993. As a percent of Gross Domestic Product,
Residential Fixed Investment was 4.1 percent, down from 4.2 percent last quarter and the same as in the fourth
quarter of 1993.
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HOUSING INVENTORY

Housing Stock*

The estimate of the total housing stock as of the fourth quarter of 1994, 111,806,000 units, shows a 0.5-
percent increase from the third quarter of 1994. The number of occupied units increased by 0.7 percent. Owned
units increased by 0.9 percent while rented units increased by a statistically insignificant amount. Vacant units
decreased by 1.0 percent, though this is statistically insignificant. Comparisons with the 1993 fourth quarter
estimates may be heavily influenced by the introduction of new estimation weights based on 1990 census
counts.

* Components may not add to totals because of rounding. Units in thousands.
** This change is not statistically significant.

Source: Bureau of the Census, Department of Commerce

ALL HOUSING 111,806  111,266  110,351 + 0.5  + 1.3
UNITS

OCCUPIED  99,593   98,927   98,487 + 0.7  + 1.1
UNITS

OWNERS   63,947   63,391   63,647 + 0.9  + 0.5

RENTERS   35,646   35,536   34,840  + 0.3**  + 2.3

VACANT   12,213   12,339   11,864 - 1.0** + 2.9
UNITS

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year
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Vacancy RatesFOR
RENT

Homeownership Rates

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year
FOR

RENT

Same Quarter
Previous

Year

HOMEOWNER  1.6   1.4   1.4 + 14 + 14
RATE1

RENTAL RATE1  7.4  7.2   6.9 + 3* + 7

1 Major changes related to the survey effective with 1994 first quarter data.
* This change is not statistically significant.
Source: Bureau of the Census, Department of Commerce

The national rental vacancy rate in the fourth quarter of 1994 rose to 7.4 percent, 3 percent higher than the
third quarter of 1994 and 7 percent above the fourth quarter of 1993. The homeowner vacancy rate, at 1.6
percent, was up 14 percent from both the previous quarter and year earlier levels.

The national homeownership rate was 64.2 percent in the fourth quarter of 1994, up a statistically insignifi-
cant 0.2 percent from the third quarter and unchanged from the fourth quarter of 1993. It should be noted that
the Census Bureau introduced 1990 census counts into the estimation of the quarterly homeownership rate
series for 1993 and 1994. The new estimates of the homeownership rates are about 0.5 below estimates based
on 1980 census weights.

Latest
Quarter

Previous
Quarter

% Change
From Previous

Quarter

% Change
From

 Last Year

Same Quarter
Previous

Year

HOMEOWNER 64.2 64.1   64.2 + 0.2* –
RATE

* This change is not statistically significant.
Source: Bureau of the Census, Department of Commerce


