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About This Report

The Arbor Realty Trust Affordable Housing Trends Report, developed in
partnership with Chandan Economics, provides insight and analysis of the
affordable and workforce housing sectors. It is designed to help industry
stakeholders gain a deeper understanding of market dynamics, policy decisions,
and economic opportunities with its comprehensive coverage of the multifamily
real estate sector where federally supported initiatives — such as the

Low-Income Housing Tax Credit (LIHTC) and Housing Choice Vouchers
(HCV), zoning measures, naturally occurring affordable housing
(NOAH), and rent control regulations — remain in flux.

- The direction of federal affordable housing policy is yet to be determined as new
leadership is set to assume control in Washington, DC.,, in January 2025.

- California voters rejected a ballot measure in the November 2024 election that would
have implemented statewide rent controls.

- The Republican Party's full-year 2025 budget proposal shows that the incoming
administration is in favor of expanding the Housing Choice Voucher program.

- Annual affordable housing completions have been forecasted to peak next year at
more than 70,000 units and then drop considerably over the next several years.
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Following the results of the 2024
general election, new political
leaders will be charged with
tackling a persistent affordable
housing deficit. Increasingly, the

magnitude of the national housing
crisis has been capturing public
attention. The Pew Research
Center reported that 69% of
Americans “express a high degree

of concern” with the state of

CHART 1

affordability in the U.S. Additionally,
nearly half of all rental households
pay more than 30% of their

income towards housing costs,
highlighting a mounting need for
more affordable housing.

While public and private efforts

to close the affordability gap

have made significant progress,
the creation and preservation of
affordable housing units have
been forecasted to peak in 2025.
Fully affordable housing deliveries
have consistently risen since 2014,
according to Yardi Matrix (Chart ).

Yardi Matrix Estimate of Fully Affordable Housing Deliveries

Measured in Thousands, Through 2023

Source: Yardi Matrix
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https://nlihc.org/gap
https://nlihc.org/gap
https://www.pewresearch.org/politics/2024/09/09/economic-ratings-and-concerns/#top-economic-concerns-food-and-consumer-prices-housing-costs
https://www.pewresearch.org/politics/2024/09/09/economic-ratings-and-concerns/#top-economic-concerns-food-and-consumer-prices-housing-costs
https://arbor.com/research/reports/affordable-housing-trends-report-spring-2024/?utm_content=2024-2025_winter&utm_medium=web&utm_source=year_season_pdf&utm_campaign=chandan_affordable_housing_report&utm_term=na&rdnaLabel=chandan_affordable_housing_report
https://www.yardimatrix.com/publications/download/File/6229-MatrixResearchBulletin-Affordable-October2024

Next year, 70,590 fully affordable
units will reach the market,
representing a 261% increase in
10 years. However, the delivery

of fully affordable units could

be cut in half by 2027, to 34,832
units, further weakening housing
affordability nationally.

At year-end, the affordable and
workforce housing sectors sit at

a crossroads. Under the Biden
administration, federal funding for
several key programs expanded,
albeit gradually. However, in a
second Trump administration,

a market-based approach to
housing policy will likely shake

up long-standing programs

and initiatives that incentivize
affordable housing development.
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The Low-Income Housing Tax
Credit (LIHTC) program, the
single-largest supply-side
affordable housing resource in
the U.S. supported approximately
2.6 million rental units in 2023.

It comes in two forms: a 9%

tax credit to incentivize new
development and a 4% tax credit
for rehabilitating and preserving
existing properties.

CHART 2

In anticipation of the 2017 Tax
Cuts and Jobs Act, LIHTC equity
prices dropped in value by about
10% as a result of decreased tax
liabilities (Chart 2). Since 2021,

9% LIHTC equity prices have
stabilized between $0.87 and
$0.89 per credit, according to
CohnReznick's Housing Tax Credit
Monitor. As developers commonly
sell these credits to finance their
projects, the pricing drop-off has
exacerbated funding shortfalls
and made it less advantageous

LIHTC Equity Prices and Share of LIHTC Mortgages Using 4% Tax

Credits or Tax-Exempt Bonds

Through Q3 2024, 4% Tax Credit Utilization Measured as a 4-Quarter Moving

Average

Sources: CohnReznick; Novogradac; U.S. Department of Housing and Urban Development;

Chandan Economics
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https://preservationdatabase.org/reports/preservation-profiles/
https://docs.house.gov/billsthisweek/20171218/CRPT-115HRPT-466.pdf?
https://docs.house.gov/billsthisweek/20171218/CRPT-115HRPT-466.pdf?
https://www.cohnreznick.com/insights/housing-tax-credit-monitor
https://www.cohnreznick.com/insights/housing-tax-credit-monitor

to use the 9% LIHTC. However,

state and local governments are
increasingly finding new ways to

fill the gap. For example, in North
Carolina, local housing authorities
have been tapping into the U.S.
Department of Housing and Urban
Development (HUD)'s HOME
Investment Partnerships Program,
which provides grants to states and
localities that communities use to
fund affordable housing. In May
2024, the Biden administration
announced an additional

$5.5 billion in funding for more than
2,400 grants to states, counties, and
localities — generating increased
financial support for innovative
policy solutions.

The rehabilitation tax credit has
also become more appealing since
the December 2020 passage of the
Consolidated Appropriations Act
established a minimum 4% floor
on the applicable federal tax credit
rate for tax-exempt multifamily
housing Private Activity Bonds. The
minimum floor made the 4% tax
credit more valuable and increased
how much funding developers

can raise to finance construction.
As a result, the 4% LIHTC tax credit
for rehabilitation became more
attractive than the ground-up

development 9% credit, leading

to it receiving a greater share of
rehabilitation activity. Over the year
ending in the third quarter of 2024,
the 4% credit accounted for nearly
two-thirds (64.4%) of newly
HUD-insured LIHTC mortgages.

While LIHTC's complexity and
incremental funding expansions
have challenged the program'’s
ability to keep pace with the
growing national need for new
housing, minor improvements
have occurred. In early 2024, the
Tax Relief for American Families
Act passed with an overwhelming
bipartisan majority. The legislation
secured funding increases of
12.5% through 2025 and aims to
support the development of an
additional 200,000 affordable
units. Additionally, 2024 marks
the deadline for property owners
and managers to comply with the
Housing Opportunities Through
Modernization Act (HOTMA) of
2016, which standardized the
LIHTC tenant qualification process.
As part of a set of rule changes,
HOTMA introduced impactful
income-averaging provisions that
allow for greater flexibility in the
leasing process.



https://ced.sog.unc.edu/2024/08/how-local-governments-are-closing-the-financial-gap-for-affordable-housing-developments/
https://ced.sog.unc.edu/2024/08/how-local-governments-are-closing-the-financial-gap-for-affordable-housing-developments/
https://www.hud.gov/program_offices/comm_planning/home
https://www.hud.gov/program_offices/comm_planning/home
https://www.hud.gov/press/press_releases_media_advisories/hud_no_24_103
https://www.congress.gov/116/plaws/publ260/PLAW-116publ260.pdf
https://www.novoco.com/notes-from-novogradac/four-percent-floor-could-finance-nearly-126000-additional-affordable-rental-homes-over-2020-29
https://www.novoco.com/notes-from-novogradac/four-percent-floor-could-finance-nearly-126000-additional-affordable-rental-homes-over-2020-29
https://www.urban.org/urban-wire/lihtc-provides-much-needed-affordable-housing-not-enough-address-todays-market-demands
https://www.urban.org/urban-wire/lihtc-provides-much-needed-affordable-housing-not-enough-address-todays-market-demands
https://www.finance.senate.gov/imo/media/doc/the_tax_relief_for_american_families_and_workers_act_of_2024_technical_summary.pdf
https://www.finance.senate.gov/imo/media/doc/the_tax_relief_for_american_families_and_workers_act_of_2024_technical_summary.pdf
https://www.finance.senate.gov/imo/media/doc/the_tax_relief_for_american_families_and_workers_act_of_2024_technical_summary.pdf
https://www.housingfinance.com/policy-legislation/house-passes-tax-package-with-lihtc-improvements_o?utm_source=chatgpt.com
https://www.novoco.com/periodicals/novogradac-journal-tax-credits-volume-15-issue-2/hotma-implementation-brings-four-major-changes-to-lihtc-tenant-qualification
https://www.novoco.com/periodicals/novogradac-journal-tax-credits-volume-15-issue-2/hotma-implementation-brings-four-major-changes-to-lihtc-tenant-qualification
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It accounted for nearly 2.8 million
units or 53.7% of all federally
subsidized rental units!, climbing
59 basis points (bps) in 2023

The Housing Choice Voucher (HCV)  (Chart 3). The next largest program

program is the largest affordable by unit count, Project-Based

from this analysis.).

CHART 3
Federally Subsidized Rental Units by Program
Through 2023

Sources: U.S. Department of Housing and Urban Development; Chandan Economics

Other
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(17.3%)
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Section 8
(25.6%)
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One-Year Change One-Year % Change in One-Year Change in HCV HUD
in HCV Units HCV Units Affordable Market Share

+34,267 +1.3% +39 bps

"Total is based on data retrieved from HUD's Office of Policy Development and Research; data are through 2023.


https://www.hud.gov/program_offices/public_indian_housing/programs/hcv/about
https://www.hud.gov/program_offices/public_indian_housing/programs/hcv/about

The HCV program is primarily a
form of tenant-based housing
assistance in which renters spend
30% of their adjusted monthly
income on rent, and the balance is
covered through a subsidy — much
like in the PBRA program. However,
the HCV program allows tenants

to move to a new location and
mMaintain their voucher, a provision
that promotes housing mobility and
access to economic opportunities
among a group of renters who
have an average annual household
income of $17,835.

CHART 4

Unlike rent control, which places
the subsidy burden on the

landlord, HCVs interact openly in

a market setting. As a result, HCV
has remained popular on Capitol
Hill among both major political
parties, even though it has not seen
significant expansion in recent
years. Its allocation grew by less
than 2% in four of the past five years,
including in 2023 (+1.3%) (Chart 4).
While HCV funding received a more
sizeable 71% boost in 2024, future
funding levels remain less clear.

Rental Units Supported by Housing Choice Voucher

Measured in Millions, Through 2023

Sources: U.S. Department of Housing and Urban Development; Chandan Economics
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https://www.hud.gov/press/press_releases_media_advisories/hud_no_24_112
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Although the previous Trump
administration proposed cutting
funding to HUD by more than 13%,
the Republican Study Committee's
2025 FY Budget Proposal has called

for re-purposing federal funds
earmarked for other affordable

housing programs to use in the
HCV program. If the incoming
Congress adopts a similar
approach, it could mean a larger
HCV program alongside a smaller
federal government footprint.



https://trumpwhitehouse.archives.gov/sites/whitehouse.gov/files/omb/budget/fy2018/budget.pdf
https://hern.house.gov/uploadedfiles/final_budget_including_letter_word_doc-final_as_of_march_25.pdf
https://hern.house.gov/uploadedfiles/final_budget_including_letter_word_doc-final_as_of_march_25.pdf
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Zoning law reforms remain a
favored strategy among housing
advocates looking to alleviate
today's supply constraints. One
approach to land use reform, often
referred to as up-zoning, focuses on
increasing housing density through
expanding property air rights,
eliminating parking requirements,
and lifting regulations prohibiting
certain accessory units. According
to data tracked by the University

of California-Berkeley, 105 separate
state or municipal-level up-zoning
reforms were passed nationwide
between the beginning of 2020
and the end of 2023. In the four
preceding years, only 35 of these
types of laws were passed.

While calls for zoning reform have
grown louder, state-level efforts
have only gradually been gaining
momentum. Since 2007, the state of
Washington has led the nation in
up-zoning legislation, with 15
adopted or ongoing reforms.
California follows closely behind, with
14 adopted or ongoing, while North
Carolina, Minnesota, and Michigan
round out the top five.

However, zoning reforms have yet

to emerge as a legislative priority
nationally. Although the federal
government doesn't have jurisdiction
over zoning, any political consensus

has been elusive as some leaders
believe zoning laws will weaken
affordability. Several bills have been
proposed by members of both
parties aimed at addressing zoning
laws. While most remain in legislative
limbo, President Biden appeared to
embrace zoning reforms in March
2024 as a potential solution for
housing needs, demonstrating it
has support at the federal level.

Since the 2022 omnibus spending
bill, Congress has funded grants to
incentivize and provide resources
for local zoning overhauls through
HUD. Dubbed the Yes in My Back
Yard (YIMBY) initiative, the program's
initial $85 million appropriation in FY
2023 was increased to $100 million in
the 2024 federal budget. Next year's
budget has not been passed as the
federal government is currently
operating on a continuing resolution
set to expire on December 20, 2024.
As a result, YIMBY's funding remains
at FY 2024 levels.

A new budget is unlikely until after
the January inauguration — when
the realities of a new Congress and

a new administration will determine
what mandate, if any, zoning
reformers have. Early indications

are that the incoming Trump
administration does not favor
zoning reform. Still, pressure from
middle-of-the-aisle members of
Congress could keep the issue in the
national spotlight.



https://belonging.berkeley.edu/zoning-reform-tracker
https://belonging.berkeley.edu/zoning-reform-tracker
https://www.bloomberg.com/news/articles/2024-06-25/-yimby-zoning-reform-is-finding-fans-at-the-federal-level
https://www.bloomberg.com/news/articles/2024-06-25/-yimby-zoning-reform-is-finding-fans-at-the-federal-level
https://www.whitehouse.gov/briefing-room/statements-releases/2024/03/07/fact-sheet-president-biden-announces-plan-to-lower-housing-costs-for-working-families/
https://www.whitehouse.gov/briefing-room/statements-releases/2024/03/07/fact-sheet-president-biden-announces-plan-to-lower-housing-costs-for-working-families/
https://www.yesinmybackyard.org/
https://www.yesinmybackyard.org/
https://www.forbes.com/sites/rogervaldez/2024/11/04/why-the-next-president-might-reform-zoning-for-affordable-housing/
https://www.forbes.com/sites/rogervaldez/2024/11/04/why-the-next-president-might-reform-zoning-for-affordable-housing/

While public attention often centers
on regulation and policy, naturally
occurring affordable housing
(NOAH) is responsible for a much

CHART 5

larger share of the total affordable
supply. According to McKinsey,
NOAH outnumbers
regulatory-supported units
four-to-one. Freddie Mac lending
data shows a similar proportional
split. Through the first three quarters
of 2024, NOAH properties accounted
for more than 77% of multifamily
originations of units affordable at
80% or below the local area median
income (AMI) (Chart 5) 2.

Naturally Occurring Affordable Housing

as a Share of Affordable Housing Units
Measured in Freddie Mac K-Deals, Through Q3 2024

Sources: Freddie Mac; Chandan Economics
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2 According to a Chandan Economics analysis of Freddie Mac K-Deals.


https://www.mckinsey.com/industries/public-sector/our-insights/preserving-the-largest-and-most-at-risk-supply-of-affordable-housing
https://mf.freddiemac.com/investors/performance-lookup
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In 2025, the Federal Housing
Finance Agency (FHFA) will allow
Fannie Mae and Freddie Mac

each to have an annual $73 billion
multifamily lending cap, up from
$70 billion in 2024. However, FHFA
maintained its direction that at least
50% of the Government-Sponsored
Enterprises’ (GSE) loan volume
needs to be mission-driven lending,

such as supporting the creation and
preservation of affordable housing.
Loans classified as supporting
workforce housing properties are
exempt from the volume caps,
which has generated more

liquidity within the workforce
housing segment.

The incoming presidential
administration has signaled that

it intends to use deregulation to
encourage construction, which
could mean that NOAH's role in the
affordable housing ecosystem may
soon expand. But, whether

the privatization of the GSEs is

a policy priority, as it was during
the first Trump administration, is
another open question. If it is, the
affordable financing deck would
certainly shuffle.



https://www.fhfa.gov/news/news-release/fhfa-enables-fannie-mae-and-freddie-mac-to-expand-support-for-rental-housing
https://www.fhfa.gov/AboutUs/Reports/Pages/2023-Scorecard-for-Fannie-Freddie-and-CSS.aspx

Rent regulations, which have
recently gained traction in political
circles, remain a contentious issue.
While rent price restrictions benefit
existing tenants of price-restricted
housing units, they can ultimately
negatively impact housing
availability and undermine

renters more broadly.

A 2024 review of rent regulations
by the Federal Reserve Bank of
St. Louis found that following rent

control implementation, rental
stock typically declines as landlords
and developers pivot towards
owner-occupied properties.
Declines in the availability of
affordable rentals in low-income
areas can drive up prices due to
changes in supply and demand,

displacing low-income families and
fueling gentrification.

One of the most noteworthy state-
level rent regulation bills this year
was California's Proposition 33,
which proposed lifting the state's
restrictions on cities' and counties'
ability to impose rent caps while
prohibiting the state from imposing
such limits in the future. California

voters rejected Proposition 33 on
November 5, the third such defeat
for rent control reform since 2018.
Meanwhile, in New York City,
affordable housing advocates
received welcome news from the
Supreme Court on November 12,
2024, when it declined to hear

a case that challenged current
rent control regulations that limit
price increases and make it more
difficult for landlords to evict
non-paying tenants.

Trump's reelection and an
incoming Republican majority

in Congress will likely limit rent
control debate at the federal

level for the foreseeable future.

In the outgoing Congress, LIHTC
has been the primary avenue
where debate over rent control
has occurred nationally. In early
2024, HUD lowered the maximum
allowable rental increase for
property units receiving LIHTCs
from 14.7% to 10.0%. Industry
groups, such as the National
Association of Home Builders,
have long called for the expansion

of LIHTC, which stands to hold a
prominent place in any affordable
housing discussions within the
incoming administration.
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https://www.stlouisfed.org/on-the-economy/2024/feb/what-are-long-run-trade-offs-rent-control-policies
https://www.networkforphl.org/wp-content/uploads/2021/11/Fact-Sheet-Rent-Control-and-Stabilization.pdf
https://www.latimes.com/california/story/2024-11-05/california-election-night-proposition-33-and-proposition-34
https://www.reuters.com/legal/us-supreme-court-wont-hear-clash-over-new-york-rent-stabilization-laws-2024-11-12/
https://www.law.com/newyorklawjournal/2024/11/12/us-supreme-court-justices-pass-on-landlord-challenge-to-ny-rent-stabilization/?slreturn=20241122100357
https://www.law.com/newyorklawjournal/2024/11/12/us-supreme-court-justices-pass-on-landlord-challenge-to-ny-rent-stabilization/?slreturn=20241122100357
https://www.novoco.com/periodicals/articles/huds-change-in-formula-for-income-limits-cap-means-lower-maximums-for-2024
https://www.nahb.org/blog/2024/06/importance-of-expanding-lihtc
https://www.nahb.org/blog/2024/06/importance-of-expanding-lihtc

2025 could usher in big changes

to affordable housing. Unified
Republican control of the White
House and both chambers of
Congress will likely pivot policy
toward more market-based
approaches. In the same vein,
federally-directed affordable housing
policy will likely shift away fromm HUD
initiatives, but the big outstanding
question is: by how much?

As part of the Heritage
Foundation's Project 2025,

a policy blueprint of GOP

priorities, President-elect Trump's
previous HUD Secretary, Dr. Ben
Carson, proposed sweeping
overhauls, including tighter
financial controls, strengthened
work-readiness requirements,

and many other initiatives that
would altogether “reset” HUD

and offer a “broad reversal of the
Biden administration's” program
expansions. While the HUD

policy direction of the incoming
administration remains to be seen,
if its actions follow Carson’s outline,

a dramatic shift could occur in the
federal government’s role in the
affordable housing sector.

Beyond changes afoot at HUD,
the Republican Party's 2024
platform proposed leasing federal
lands for new home construction
and tax incentives for first-time
home-buyers. Vice President Harris
endorsed similar proposals during
her campaign, suggesting that
such initiatives could be palatable
to moderate Democrats whose
support Republicans may need.

Nevertheless, tight margins in the
House and Senate will influence
the extent of any cuts and could
open the door for bipartisan
compromise. Given the traction
housing affordability has with
voters, the issue may be able to
unite members of both parties.
While supply shortages in the

U.S. remain acute, governmental
programs and initiatives have
proven effective thus far in
creating and preserving affordable
housing. All that may be needed
now is a fresh perspective on how
to close the gap.



https://static.project2025.org/2025_MandateForLeadership_FULL.pdf
https://www.nmhc.org/news/nmhc-news/2024/harris-vs.-trump-where-the-2024-presidential-candidates-stand-on-key-housing-issues/
https://www.pewresearch.org/short-reads/2024/10/25/a-look-at-the-state-of-affordable-housing-in-the-us/
https://www.pewresearch.org/short-reads/2024/10/25/a-look-at-the-state-of-affordable-housing-in-the-us/
https://www.pewresearch.org/short-reads/2024/10/25/a-look-at-the-state-of-affordable-housing-in-the-us/

Glossary

Terms Definitions

Affordable Housing Affordable housing broadly refers to housing that costs less than 30% of a
household’s income. Affordable housing includes units that are naturally
occurring without any policy intervention, as well as government-supported
units that are made affordable to income-constrained renters through a
subsidy or a tax incentive.

Affordability Housing affordability is measured as spending up to 30% of a renter
household's income on rent plus utilities.

Naturally Occurring Units that do not receive subsidies, but are affordable to low- and
Affordable Housing moderate-income renters. In this analysis, a NOAH unit is defined as
(NOAH) one where a renter household earning at most 80% of the area median

income would spend less than 30% of its income on rent plus utilities.

Housing Choice The federal government's major program for assisting low-income renters
Voucher (HCV) in the private market. A subsidy is paid to the landlord and the occupant pays
the difference between the rent charged and the subsidy.

Low-Income Housing Tax credits provided for the acquisition, construction, and rehabilitation of

Tax Credit (LIHTC) affordable rental housing for low- and moderate-income tenants.
U.S. Department of A U.S. government agency that supports community development and home
Housing and Urban ownership. The Agency oversees many affordable housing programs including

Development (HUD) the HCV and LIHTC.

Sources: U.S. Department of Housing and Urban Development; Tax Policy Center; Chandan Economics

Disclaimer

This report is intended for general guidance and information purposes only. This report is under no circumstances intended

to be used or considered as financial or investment advice, a recommendation or an offer to sell, or a solicitation of any offer to
buy any securities or other form of financial asset. Please note that this is not an offer document. The report is not to be consid-
ered as investment research or an objective or independent explanation of the matters contained herein and is not prepared
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affiliated or related entities, nor any person involved in the creation, production and distribution of the content make any war-
ranties, express or implied. The Companies do not make any representations or warranties, express or implied, as to the reliabil-
ity, usefulness, completeness, accuracy, currency nor represent that use of any information provided herein would not infringe
on other third-party rights. The Companies shall not be liable for any direct, indirect or consequential damages to the reader or
a third party arising from the use of the information contained herein. There may have been changes in matters which affect
the content contained herein and/or the Companies subsequent to the date of this report. Neither the issue nor delivery of
this report shall under any circumstance create any implication that the information contained herein is correct as of any time
subsequent to the date hereof or that the affairs of the Companies have not since changed. The Companies do not intend, and
do not assume any obligation to update or correct the information included in this report. The contents of this report are not
to be construed as legal, business, investment or tax advice. Each recipient should consult with its legal, business, investment
and tax advisors as to legal, business, investment and tax advice. The information contained herein may be subject to changes
without prior notice. This report is only intended for the recipients, and should not be copied or otherwise distributed, in whole
or in part, to any other person.
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