


Acknowledgments

The authors are grateful to the HUD staff who have provided useful guidance and valuable feedback
throughout the project. In particular, we are indebted to the efforts of William Reeder for his careful
review of multiple drafts at the design and final report stages. In addition, we appreciate the
comments from Mike Hollar, Theresa DiVenti, and Mark Shroder at HUD and Jill Khadduri at Abt
Associates. We would also like to acknowledge the careful programming and analysis work of
Bulbul Kaul at Abt Associates. The authors take responsibility for any remaining errors.

The contents of this report are the views of the contractor and do not necessarily reflect the views or
policies of the U.S. Department of Housing and Urban Development or the U.S. Government.


























http:Economy.com


















http://pages.prodigy.net/michael_collins/Indices.pdf
http://www.realtor.org/Research.nsf/Pages/EHSdata









http://www.ofheo.gov/house/
http://www.freddiemac.com/finance/cmhpi/faq.htm




































http://www.realtor.org/Research.nsf/Pages/HAmeth






http://www.housingzone.com/topics/hz/economics/hz02fa606.asp



















€€

Exhibit 16. Effect of Expected Capital Gains on Owner Costs by CMSA, Los Angeles

1985
1987
1989
1991
1993
1995
1997
1999
2001
2003

1985
1987
1989
1991
1993
1995
1997
1999
2001
2003

Calculating monthly mortgage payment for Step 3

Monthly mortgage
Current yearly interest| Real Monthly interest pmt after 5%
all owners new owners after 5% downpaid rates rates downpaid
exp(pred all new all new all new
pred val [exp(pred val) |pred val val) all owners | new owners| owners | owners | owners | owners | owners | owners
12.1844 195,714 | 12.04846 170,836 185,928 162,294 9.91%| 11.52% 0.53% 0.66% 1,156 1,186
12.1973 198,249 | 12.11477 182,548 188,337 173,421 9.41% 9.59% 0.48% 0.50% 1,100 1,034
12.4884 265,232 12.4016 243,190 251,970 231,031 9.66% 9.93% 0.40% 0.43% 1,329 1,255
12.4599 257,777 | 12.30231 220,204 244,888 209,194 9.58% 9.60% 0.45% 0.45% 1,371 1,173
12.3173 223,530 | 12.16519 191,988 212,353 182,389 8.52% 7.89% 0.46% 0.41% 1,210 967
12.2873 216,930 | 12.14896 188,898 206,084 179,453 8.37% 8.27% 0.46% 0.45% 1,174 1,012
12.1215 183,772 | 12.02761 167,311 174,583 158,946 8.12% 8.03% 0.49% 0.48% 1,027 926
12.1512 189,312 | 12.04832 170,812 179,846 162,272 7.68% 7.44% 0.46% 0.44% 1,018 894
12.2586 210,786 | 12.18477 195,785 200,247 185,995 7.60% 7.64% 0.40% 0.40% 1,045 976
12.5539 283,200 | 12.46406 258,864 269,040 245,921 6.60% 6.28% 0.36% 0.33% 1,335 1,174
Step 1 Step 2 Step 3 Step 4

Future capital gain
applying the same
growth rate to the next 8

Current value of future
gain (discounted by 10

Expected Capital Gain per

User cost of Capital =
(monthly mortg pmt -
expected K gain per

monthly household

User Cost to Income

years year treasury note) month month) income Ratio
all new all new |all new all new

owners | new owners |all owners| owners | all owners |new owners| owners | owners |owners |owners Jowners [owners
34,747 30,330 20,261 17,686 211 184 945 1,002 6,214 6,362 15.2% 15.8%
29,017 26,718 19,998 18,414 208 192 892 842 6,760 6,194 13.2% 13.6%
130,248 119,424 97,891 89,756 1,020 935 309 321 6,721 6,194 4.6% 5.2%
123,570 105,558 93,254 79,662 971 830 400 344 6,481 5,890 6.2% 5.8%
64,151 55,099 51,240 44,009 534 458 676 509 5,790 5,530 11.7% 9.2%
- - - - - - 1,174 1,012 5,853 5,345 20.1% 18.9%
- - - - - - 1,027 926 6,054 5,032 17.0% 18.4%
- - - - - - 1,018 894 6,994 6,292 14.6% 14.2%
13,656 12,684 11,545 10,723 120 112 925 864 8,004 6,532 11.6% 13.2%
160,100 146,342 | 139,699 127,695 1,455 1,330 (121) (156) 7,208 5,857 -1.7% -2.7%
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