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On this tenth anniversary of the financial crisis, there have been many retrospectives on the US 

government’s response to that catastrophe, with more to come. The commentary to date has largely 

focused on the extraordinary measures taken to prevent a much deeper collapse of the American and 

global economies.  Measures were implemented to address the immediate crisis and reduce the likelihood 

of a repeat event. Both had a significant impact.  But in examining the crisis and its responses, it is critical 

to remember that it was triggered and substantially driven by a dysfunctional housing market.  The 

immediate assistance reduced the depth of the housing market collapse. The subsequent regulatory 

safeguards and consumer protections have made today’s housing market much safer and 

resilient.  However, more could have been done to aid homeowners in the crisis and work remains to 

provide families with sufficient affordable, sustainable housing for today and in the coming years.  As the 

responses to the crisis are examined, the key role that housing plays in both family financial health and 

the health of the national economy must be one of the central lessons.  Proposals to adjust or roll back the 

post-crisis reforms are being made, and it is essential to preserve the core advances that have been 

implemented.  Most importantly, critical issues remain pending, and they provide major opportunities to 

advance a sustainable and affordable housing market that supports families, communities and the overall 

economy. 

Four key issues are highlighted for discussion below. How they are addressed will significantly impact 

the future of housing in America. Before turning to those four, a recap of the role of housing in causing 

the crisis and policy makers’ responses (and lack of responses) in addressing problems in the housing 

market. 
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Housing Failures Trigger and Prolong the Crisis 

Unsustainable home mortgages were at the heart of the crisis, coupled with general undercapitalization 

and insufficient safeguards in the financial system. Despite the pre-crisis perception that United States 

national housing prices only increased, in fact, the housing market in the US has been a story of home 

prices moving up and down. Real home prices rose and declined on a national basis by more than ten 

percent at various periods during the 1980’s and 90’s. However, inflation masked most of the downward 

impact on nominal home prices in those corrections.  In the 2000’s, though, the level of appreciation was 

far greater than in previous cycles; real home prices increased nationally by over 60% (Figure 1).  This 

was fueled by an explosion of products pushed by mortgage brokers and lenders that artificially lowered 

the initial monthly payments on mortgages.  It started with interest-only loans, and then expanded into 

teaser payments and negative amortization loans, with the borrower being evaluated only on the ability to 

make the initial starting payment, and often without documentation to even establish that.  These loans 

greatly lowered initial mortgage payments, but this structure only worked when mortgages could be 

refinanced before full amortizing payments came due. 

Figure 1. Market value of median-priced homes, adjusted for inflation, 1970 to 2014 

 

Source: jparsons.net/housingbubble 

The ability to refinance depended on continued, unsustainable home appreciation. Eventually, home price 

growth slowed, and the delinquencies and foreclosures started to pile up. Home prices then plunged 

dramatically, pulling the entire economy into a deep recession.  This exposed weaknesses in capitalization 

and oversight of financial institutions, threatening a full economic collapse.  The aftermath of falling 

home prices spread through highly-leveraged securitizations that had amplified profits and now amplified 

losses.  The boom of rising home prices had also funded massive withdrawals of home equity that were 

funding consumers’ spending past their income capacity. The availability of these cash-out refinances 

dried up overnight, markedly reducing consumer spending – the largest portion of the economy (Figure 

2). 
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Figure 2. Home equity withdrawals in dollars and as a percent of disposal income 

 

Source: calculatedrisk.blogspot.com 

The Response to the Crisis 

The officials charged with responding to the financial crisis faced a daunting task. The economy was in 

free fall, the regulatory framework had been inadequate to prevent the crisis, and it also failed to provide 

the necessary tools to contain it.  Politically, regulators faced the unpopular task of preventing the 

collapse of major institutions, many of which had contributed to the crisis.  While telling Americans that 

the economy was at risk of a cataclysmic collapse might have increased support for drastic interventions, 

it would also elevate the risk of families and companies exacerbating a collapse by further withdrawing 

from economic activity.  The regulators needed to take drastic action while simultaneously reassuring the 

public that a depression was not about to occur and that depositors should not withdraw their savings 

from their banks. The risk of a bank run was real. 

Under these circumstances, the successes of the interventions are commendable. Further financial 

collapse was averted, and the financial system remained functional.  Moreover, as has been often pointed 

out, the government was fully repaid the assistance it provided, plus a return on that assistance.  Yet, the 

Troubled Asset Relief Program (TARP), more commonly referred to as “the bailout,” was, and remains, 

deeply unpopular with the public.[1]  Some of this disapproval reflects the challenges described above. 

Also, notwithstanding the interventions and their impact, the public still experienced deep pain, including 

8.7 million jobs lost[2 ]over 8 million homes foreclosed, and over 500 community banks 

shuttered.[3 ]  Even those not directly hit were harmed: an estimated 95 million households lost home 

equity because of neighbors’ foreclosures.[4]  The recovery has been consistent, but it has often been slow, 
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and the bulk of the gains in wages and wealth have gone to the top households.[5]  Regulators’ messaging 

about the crisis, such as not castigating the financial companies and their leaders, much less pursuing 

them with criminal accountability, further aggravated the public assessment. 

The responses directed to the housing market maintained a functioning market for the best-qualified 

borrowers and provided substantial, but insufficient, aid for families facing foreclosures.  First, the 

Federal Housing Administration (FHA) and the Government-Sponsored Enterprises (GSEs) stepped in 

with government support to provide a supply of new mortgage funding when private label security 

funding evaporated.  Without this essential FHA and GSE home funding, the crisis would have been 

much deeper and longer and the recovery much slower. The Home Affordable Refinance Program 

(HARP) program further helped millions of families refinance their loans to lower interest rates and 

monthly payments.  For the millions of families facing foreclosure, the Home Affordable Modification 

Program (HAMP) aided loan modifications, and so-called proprietary mortgage modifications, outside of 

HAMP but in part spurred on by it, reached millions more families. 

These programs, though, faced external and internal challenges. First, the loan servicing industry had 

been designed as a high-volume, low touch system to collect payments, rather than a system to fix 

troubled loans.  Loan servicing operations were overwhelmed with the volume and nature of the needed 

services.   Reports of nonresponsive loan servicers and repeatedly lost modification applications 

abounded.[6]  Conflicts of interest were common, with servicers often not holding the credit risk on the 

loan and modifications costing servicers more than foreclosing.  These factors resulted in many homes 

being foreclosed on when a modification would have been better for the borrower and the lender bearing 

the loss. 

The provisions and design of homeowner assistance also limited its effectiveness. Funds for assistance to 

homeowners and hardest hit communities were included in the $750 billion package Congress created in 

the TARP program. But two key elements were missing: a requirement making participation in 

homeowner assistance programs mandatory– at least for banks receiving TARP assistance — and 

provisions enabling homeowners to restructure their mortgages in bankruptcy. 

This contributed to a pattern of supplying banks with hundreds of billions of dollars for capital, which 

was needed to keep our economy afloat while failing to place a corresponding reciprocal obligation on the 

banks.  HAMP provided important relief, but it was restricted by the fact that it was a voluntary program. 

The program lived under the constant threat that if it was too much trouble for the banks, then they could 

walk away. As a result, while providing important assistance to many homeowners, HAMP fell 

substantially short of its goals.[7] 

The federal response to the crisis also did not provide any support for families to restructure their 

mortgages in bankruptcy. While businesses can avail themselves of this key procedure for their mortgages 

and other debt, homeowners are barred from using this procedure. Advocates urged that this restructuring 

option be tied to one of the must-pass bills moving through Congress with relief that banks were 

receiving, such as the bill substantially increasing the amount of deposits covered by the Federal Deposit 

Insurance Corporation.[8]   If homeowners had this tool, it would have given lenders further incentive to 

consider loan workouts before foreclosing.  Ultimately, the measure was instead brought up as a stand-

alone bill, unconnected from bank assistance, and it was defeated through a filibuster in the Senate.[9] 

In contrast to the federal government’s voluntary approach, in 2008 and early 2009, California passed 

laws with mandatory requirements for lenders and servicers.  A recent study shows that these 

requirements achieved substantial additional benefits beyond the voluntary HAMP program.  California’s 

laws required lenders to make reasonable efforts to modify loans before they could begin foreclosure 
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proceedings. The study found that these provisions reduced foreclosures by 16 percent, preventing an 

additional 124,000 foreclosures from occurring.[10 ]  Since foreclosures further push down home prices, 

this reduction in foreclosures also preserved over $310 billion in housing wealth in California.[11] 

During the crisis, there were calls for more assistance to homeowners and for making assistance to 

homeowners a requirement of the financial industry. Sheila Bair, Chair of the Federal Deposit Insurance 

Corporation, repeatedly raised the concerns of homeowners. Additionally, she pioneered streamlined loan 

modifications to break through the impenetrable obstacles that homeowners faced when working to keep 

their homes.[12]  She also called for more reciprocal responsibility from the large banks and financial 

companies that were receiving government assistance. 

The lasting damage of the housing crisis includes a US homeownership rate that has plunged to the lowest 

levels in many decades, far lower than other developed countries.[13]  Additionally, the Great Recession 

exacerbated the already large racial homeownership gap, with black homeownership rates falling to levels 

that predate the passage of the Fair Housing Act more than 50 years ago.[14]  Lenders during the subprime 

boom targeted borrowers of color, and subsequent foreclosures hit neighborhoods where homeowners of 

color were concentrated the hardest. This damage has had lasting effects. The current homeownership rate 

for black families is only 41.6%, as compared to 72.9% for white families.[15] 

Overall, home loans today are challenging for many families with sound credit histories to obtain, with 

average credit scores for FHA loans and GSE loans far above historical norms. The Urban Institute 

estimates that compared to normal housing markets going back to 2000, before the boom, millions fewer 

quality mortgages, primarily to lower credit borrowers, have been made since the crisis.[16]  In addition, 

the single-family housing construction market has been slow to recover from the crisis.[17]  While new 

home construction immediately prior to the crisis was at unsustainably high levels, the construction 

market effectively collapsed and is only now beginning to approach normal production levels. Usually, 

housing, which is 20% of the total economy, leads the economy out of the recession. In this case, it was a 

drag on the overall economic recovery. 

The market for more modestly priced starter homes for first-time homebuyers is especially tight.  One 

factor aggravating this scarcity of modest homes is the distressed asset sales begun by FHA and the GSEs 

during the crisis.  These entities accrued large numbers of loans facing foreclosure. Rather than selling 

them individually as a local bank would do, they auctioned them off in large pools.  While this helped 

FHA and the GSEs increase their reserves and capital more quickly, hedge funds – the largest buyers of 

these pools –converted many of the ultimately foreclosed loans into rental properties.  This reduced the 

supply of modest homes for purchase by individuals and altered the character of neighborhoods where the 

percentage of homeowners declined.  The sale of these distressed pools has continued, and hedge funds 

have announced plans to expand their conversion programs.[18]  This, along with other factors limiting 

new starter home construction, including labor and materials shortages and increased costs of both, 

created a shortage of these starter homes and a substantial barrier to families trying to enter home 

ownership.[19] 

Affordable rental housing faces a similar crisis. Since 2008, the shortage of affordable housing has grown, 

the percentage of families burdened by the cost of rent remains high, and the problem is remaining dire 

today.  Even in the housing boom years, many families were struggling with unaffordable rent.  The 

percentage of cost-burdened renters, those paying more than 30% of their income for rent, grew from 

40% in 2001 to 46% in 2007.[20]  Since then, this increased to 50%, before reducing somewhat to 47% 

today.  Even more troubling, vulnerable households are often severely rent burdened, paying over half of 

their income just for rent.  More than half of families making less than $30,000 per year and over half of 

families age 65 and older that rent are severely rent burdened today.  And, more than 30% of all black 
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renters and 28% of all Hispanic renters pay over half of their incomes for rent.[21]  Following the crisis, 

construction of multifamily housing increased, but this was primarily the construction of higher-end rental 

housing.  Overall, the stock of affordable housing has declined since the crisis, with more units becoming 

unavailable or being priced unaffordably.   Federal support for affordable housing has been far below 

needed levels for many years, and it is falling further behind. Available housing subsidies only reach a 

small portion of families who are rent burdened.  Looking forward, the major funding source for 

affordable housing, the Low Income Housing Tax Credit, faces challenges resulting from the recent tax 

changes.  The reduction in the corporate tax rate has reduced the value of the housing tax credit.  In order 

to start making progress, support for affordable rental housing must dramatically increase. 

There is a Catch-22 problem here that must be broken. Low-wealth families today face a crisis in both 

affordable homeownership and rental housing, but access to these assets is essential to building wealth 

and financial stability for renting or buying. Even in today’s increasingly-expensive housing market, 

home purchases remain relatively affordable compared to previous markets.  This is largely due to still 

historically low mortgage interest rates.  Moreover, housing costs of homeownership are often lower than 

rental costs for a family.  However, the strain of high rents hampers many families from qualifying for 

mortgages, especially the ability to save for substantial down payments. 

Four Key Issues that Will Determine the Future of the Housing Market 

Numerous housing issues are being reviewed today or were not resolved in the aftermath of the crisis. 

How these are decided will greatly determine the future of housing for American families.  First, many of 

the regulatory provisions put in place after the crisis are under review, with the Administration seeking to 

reduce regulations. Mortgage lending rules are among these.  The ability to repay provisions and fair 

lending rules, put in place after the crash, are fundamental in making the housing market safer and more 

equitable and should not be repealed.  Second, the shortage of affordable homes for sale must be 

addressed.  Finally, for housing finance, two additional issues were not resolved after the housing crisis 

and are now up for determination: False Claims Act liability, and the federal support for the secondary 

home mortgage market, including the GSEs.  How these four issues are decided will profoundly affect the 

future of housing in the country and will also have broad impacts on the overall economy and society. 

1. Ability to Repay and Fair Lending Rules 

Two pillars of a sustainable and inclusive housing structure are the Ability to Repay/Qualified Mortgage 

(QM) rule and Fair Lending rules, including Affirmatively Furthering Fair Housing and Disparate Impact 

lending standards. As discussed above, home loans with unaffordable payments were the driving force of 

the crisis.  The ensuing home price correction not only took away unrealistic home appreciation, but it 

also took away borrowers’ ability to continually refinance into new teaser rate loans and avoid facing 

unaffordable, fully amortizing payments.  The most important reform to the housing market was the 

requirement that lenders determine and document a borrower’s ability to repay the loan, based on a fully 

amortizing payment. This provision protects borrowers, who rely heavily on lenders and brokers for 

advice on what they can afford for a monthly mortgage payment.  Equally important, it restores the 

essential check on housing bubbles with unsustainable house price increases, as resulting increasing 

mortgage payments will dampen demand and bring the market back into a sustainable price trend.  The 

current period of housing price growth has been long and steep, fueled in large part by historically low 

mortgage interest rates.  Recent data, though, indicate that rising mortgage rates and higher house prices 

are starting to dampen demand, which should occur in a properly functioning market.[22  ]The ability to 

repay rule ensures that these necessary market corrections are not disrupted by mortgages that artificially 

lower buyers’ initial mortgage payments but are unsustainable over the longer term. 
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The most important reform to the housing market was the requirement that lenders 

determine and document a borrower’s ability to repay the loan, based on a fully amortizing 

payment. 

There are efforts, including some already implemented, to weaken this essential protection.[23]  Arguments 

are being repeated about why lenders will naturally want to determine affordability, and thus, some 

contend, a rule is unnecessary.  But these arguments ignore the history of the crisis and the nature of the 

mortgage market.  First, lenders do not set standards in isolation. In order to stay competitive, lenders 

must meet the offers of other companies and borrowers still focus heavily on initial monthly payments to 

decide on a mortgage.  This can result in a race to the bottom – as occurred in the run-up to the crisis; 

lenders competed to provide the lowest initial monthly payments, sacrificing longer-term 

sustainability.  Second, loan originators in the mortgage market often sell the loan without bearing the 

risk of its loss.  This encourages pushing the envelope to qualify borrowers.  Finally, many loans are 

refinances with substantial borrower equity. With these loans, lenders are protected by the borrowers’ 

equity in the event the loan defaults. 

While, like all rules, refinements can be made as experience is developed, the Ability to Repay rule has 

performed well, and it is the foundation of a sustainable home market.   Studies repeatedly show that 

loans meeting QM standards performed far better in the crisis, reducing losses by half or more.[24 ] These 

safeguards are the foundation of a sustainable housing market, and efforts to significantly weaken them 

must be rejected. 

The second pillar of a strong housing market – inclusiveness – depends on efforts to overcome the history 

of racism in America. Housing in America reflects many decades of unequal access and segregation.  For 

example, after World War II, FHA lifted millions of white families into the middle class with affordable 

home loans.  At the same time, black borrowers and neighborhoods were literally redlined out of these 

loans, with FHA manuals and maps designating these communities as ineligible for FHA loans.  Today’s 

housing market, while much more inclusive, still carries the legacy of these practices, with families of 

color having far less wealth for down payments and financial cushions, and still facing discrimination in 

the market.  Also, housing remains extremely segregated.[25] 

These circumstances called for the Department of Housing and Urban Development (HUD) to issue its 

long overdue, and statutorily established, Affirmatively Furthering Fair Housing Rule, requiring local 

communities to develop plans to alleviate segregation. The rule was issued in 2015 after years of 

development and review.  In August 2018 HUD announced that it is revisiting this rule, and there are 

even calls to repeal it.[26  ]But weakening the rule would be a major step backward and would delay 

community unification and equity.  Similarly, there are calls to hobble or even repeal the use of disparate 

impact analysis and enforcement in lending.[27]  This analysis provides that when a practice produces a 

disparate negative impact on groups, it should continue only if there is a business need for the practice 

and an alternative approach is unavailable.  Continuing this approach is especially important given the 

exponential growth occurring in the use of artificial intelligence in decision making, including loan 

eligibility.  Machine learning holds much promise, but it also can bring in discriminatory and unnecessary 

factors. Disparate impact analysis encourages creative approaches that both increase effectiveness and 

inclusiveness.  This process and the value of disparate impact analysis was recently pointed out, and 

endorsed by, the largest personal loan company in the country, Lending Club, in its responses to requests 

for input by the CFPB.[28]  Taking care to reach rapidly-growing markets of borrowers of color when 

structuring business practices is good business.  And it is a false choice that inclusiveness is incompatible 

with growth and efficiency. 
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2. Housing Supply 

Providing sustainable credit for home lending is only half of the equation of a healthy housing market: 

there also must be an adequate supply of housing to be financed. In the starter home market, as discussed 

above, there has been a major shortage of homes.  Structural obstacles prevent the shortage from being 

corrected, particularly in growing markets, and several factors depress the number of affordable modest 

homes.  The largest factor is the unmet need for additional new homes to keep up with the growing 

number of households and the natural obsolescence of homes no longer being usable.  Overall, the 

housing construction market recovered very slowly from the recession, with volumes only now 

approaching normal levels that predated the housing boom and crisis.  Builders are focusing, though, on 

larger homes that are more profitable.  Indeed, average new home sizes continue to grow to record 

levels.  First, this reflects the substantial fixed costs in developing and building a new house, which 

proportionately are a greater burden on smaller homes.[29]  Second, it has been challenging for builders to 

secure land and permits for new construction, and especially for higher-density construction.  This has led 

California to enact new limits on the power of local communities to block additional housing.  Further 

efforts are needed to encourage and facilitate new construction to meet the increasing demand for 

affordable houses.  Most of this reform must occur at the state and local level.  A second factor, discussed 

above that reduces the supply of modest homes for sale is the substantial number of – often modest – 

homes pulled out of the ownership market through bulk distressed loan sales by FHA and the GSEs. 

While crisis era pressures may have justified these measures to more quickly restore the financial stability 

of these entities, today these public interest entities should recycle ownership properties back into the 

ownership market to both preserve that market and the communities where the houses are located. 

3. False Claims Act 

The False Claims Act (FCA), a Civil War-era statute, provides treble penalties for those who submit 

fraudulent claims to the government for payment, including payment for claims on government-provided 

insurance.  Following the crisis, investigations showed that many mortgages that were sold or guaranteed 

in the secondary market were poorly underwritten.  Legally, they failed to meet the representations and 

warranties provided when the loans were sold or guaranteed.  Much litigation ensued by private parties, 

the GSEs, and for FHA loans through the False Claims Act. To be clear, there were many negligent, 

reckless and even fraudulent loans originated and passed on to others, and these actions deprived private 

and governmental parties of their legal right to receive loans that met the promises of the 

seller.  Recoveries are appropriate to those injured by these practices.   In the case of the FHA and the 

False Claims Act, however, an overly broad scope of liability and potentially catastrophic damages have 

chased many large lenders largely or completely out of the FHA market.  Reform is crucial to restoring 

proportionality and balance to this enforcement mechanism.[30] 

In the FHA context, lenders are required to make certifications when they submit loans to FHA for 

insurance. These include statements that the loan complies with the FHA eligibility standards, which are 

quite extensive and leave little room for even clerical mistakes.  The FCA does not require an intent to 

defraud, so these errors generate potential liability, even when they have little or no impact on the safety 

of the loan.  And that potential liability is huge.  For example, for a $100,000 FHA-insured loan that goes 

into foreclosure, the amount recovered from the foreclosure is around $50,000, or half the value of the 

loan.  Under the False Claims Act, if there was an error in the underwriting or papers submitted, the 

lender could be liable for three times the amount of the insurance- or in this case $300,000, less the 

$50,000 recovered in foreclosure, for a net penalty of $250,000.  When this is applied to lenders who 

submit thousands of loans each year to FHA, the potential liability with even a low error rate is 

catastrophic. 
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Lenders have paid billions of dollars to settle these claims brought by the Justice Department.  As a result, 

lenders have taken several steps to avoid this liability.  Some major lenders have exited FHA lending 

entirely.  Many have added “credit overlays”- not making loans to lower credit score families, even 

though the loans are sound loans because they still have a higher risk of default and FCA liability only 

comes when a loan defaults.  Others have added additional fees to the loans to try to offset the cost of this 

liability. 

The underlying problem is that FHA badly needs additional resources to update antiquated technology 

and add key staffing.[31]  It has developed a so-called defect taxonomy that categorizes different errors and 

provides appropriate, proportional remedies, but it has not had the resources to operate this system.  This 

targeted quality control is more effective for providing high-quality loans than the FCA catastrophic 

penalty, which is an all or nothing approach.  Fortunately, the authority to correct this problem lies with 

FHA, which can change the certification and implement a rational set of remedies.  This should be paired 

with additional congressionally approved funding for FHA, potentially recouped through a modest fee per 

loan that has been proposed for FHA loans, so that an effective and fair quality control system can be 

operated. 

4. Housing Secondary Market Finance 

Finally, the issue that will have the largest impact on the housing market is the future design of the federal 

support for housing finance through its purchases and guarantees of loans in the secondary mortgage 

market. The two GSEs are nearing the tenth anniversary of their placement in conservatorship, an interim 

status that none intended or expected to last this long.  There are substantial efforts underway to resolve 

this status, through administrative action, legislative action, or a combination of the two.  Key issues 

include whether the GSEs should continue and if so, in what form and role.  Through the crisis and in 

milder downturns, private secondary market funds have become scarce and expensive.  The GSEs and 

FHA provided essential funding in the last crisis when it was largely unavailable or unaffordable from the 

private label securities market.  This countercyclical role is critical for the housing market and for overall 

economic stability.  At the same time, there are concerns that the GSEs have in the past, and may in the 

future, look to increase their business by expanding into areas that are well served by private entities.  For 

these reasons, many, including the Center for Responsible Lending, have called for the GSEs to continue, 

but with substantial reform, including structuring them as public utilities, with a regulated rate of return 

and the required approval of new products and services.  This preserves the efficiencies and the key 

countercyclical role they play while protecting private entities from unfair competition.  It also builds on 

the substantial GSE reform that has occurred through the passage of a strong oversight statute, the 

Housing and Economic Recovery Act, enacted in 2008, and subsequent administrative reforms that have 

eliminated past risky practices.[32] 

One of the most challenging issues in the housing finance debate has been how to ensure that the GSEs 

support a broad housing market, and not just serve the wealthiest and most profitable borrowers. This is 

done presently through several mechanisms, including more level pricing of the guarantee fee the GSEs 

charge, an explicit duty to serve underserved markets, and affordable housing metrics and goals.[33]  A 

healthy housing market, especially in the upcoming years, requires that this strong focus on affordable 

housing continues.  As shown by the current market, more modest home loans are harder to serve because 

they come with substantial fixed costs and less wealthy borrowers that may require additional work to 

underwrite. Looking forward, the housing market is increasingly comprised of more families without as 

much intergenerational wealth.  Households of color – especially Latino families – account for the largest 

growth in households today, making it increasingly important that they are served. 
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Another key role of the GSEs is financing affordable rental housing. They are the largest provider of 

funding for multi-family housing, and this support is particularly vital in the current rental housing 

crisis.  There have been calls to constrict or eliminate this support but doing so would aggravate an 

already dire rental housing market and further stress families struggling to secure a decent place to live. 

Equally important for affordable housing, there have been calls to scale back the scope of FHA. FHA 

provides a large share of first time home purchase loans, and the majority of these loans for borrowers of 

color, so reductions in this support would significantly impact affordable lending.[34]  Serving these 

borrowers is important both for the impact on these families and the role these loans play in the overall 

market.  Also, FHA, like the GSEs, provided essential funding for home mortgages in the crisis and in 

prior downturns.  For the sake of its borrowers and the economy, the FHA must continue as a steady 

source of affordable housing financing.  Starter homes are both an entry point for new homeowners and a 

rung in the ladder to those moving to a subsequent home.  Without available financing, both parts of the 

market are stymied and drag down the overall market.  In summary, the determination of the role of the 

GSEs and FHA will be a major determinant in whether our housing finance system serves the broad 

group of qualified families who seek to become homeowners.[35] 

There must be broad, inclusive and sustainable homeownership opportunities in order for there to 

be substantial progress in addressing the country’s extreme racial wealth gap. 

Finally, homeownership continues to have a profound impact on wealth building for families moving into 

the middle class, and this is particularly the case for families of color.   It is an opportunity to both obtain 

stable housing and gradually build equity.  Research shows that it is the primary means by which most 

families build wealth, and that was true even through the catastrophic financial crisis.  It was a successful 

strategy for the overwhelming bulk of families who became homeowners in the years preceding the crisis, 

with the overwhelming majority of these families having substantial gains from homeownership even 

with the severe reduction in home prices that occurred.[36]  For families of color, the majority of their 

wealth comes from their home equity, and often it is the only substantial asset.[37]  Today black families 

average less than fifteen percent of the wealth of white families, and Hispanic families have twenty 

percent of white wealth.[38]  Increased homeownership will not by itself close the large racial wealth gap, 

it will take multiple strategies, but it is one of the most effective measures to address it.  There must be 

broad, inclusive, and sustainable homeownership opportunities in order for there to be substantial 

progress in addressing the country’s extreme racial wealth gap. 

Conclusion 

As the analyses and reviews of the crisis continue, housing and its central role must be highlighted. A 

clear lesson of the financial crisis is that a stable supply of sustainable, affordable home loans and an 

inclusive market are essential to the financial health of families and the broad economy.  The failure to 

provide more support to assist homeowners during the crisis reduced the effectiveness and public support 

of the overall emergency interventions that were implemented.  Going forward, we must preserve the 

measures adopted after the crisis that have supported this housing, and, most importantly, the additional 

decisions to be made about how homes and home loans are provided must further the goal of fully serving 

American families and providing a stable home market and the overall economy. 

The author did not receive financial support from any firm or person for this article or from any firm or 

person with a financial or political interest in this article. Neither is currently an officer, director, or 

board member of any organization with a financial or political interest in this article. 
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