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Who Could Afford to
Buy a House in 19917

For an ever-increasing share of
families, buying a house is a dif-
ficult goal to achieve. In spring
1991, 51 percent of families
couldn’t afford a median-priced
house in the area where they
lived, using conventional, fixed-
rate, 30-year financing with a
5-percent down payment. Just 3
years earlier, the figure was 49
percent. The percentage of un-
related individuals unable to af-
ford a median-priced house re-
mained at 76 percent.

This Brief uses data collected by
the Survey of Income and Pro-
gram Participation (SIPP) to ex-
amine which families were most
likely to be unable to afford a
median-priced home, why they
couldn’t buy one, what homes
they could afford, and more.
Some data are provided for all
householders, rather than for
just families.

Who can buy and who can’t?

= Family type — The percent of
families unable to afford a
median-priced home in 1991
varied from 34 percent of
married couples without chil-
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dren to 92 percent of female
householders with children.

Race and Hispanic origin —
While 47 percent of White
families couldn’t afford a
median-priced home, 78 per-
cent of Black and a similar
percent of Hispanic families
(79 percent) were unable

to buy.

Age — The chances of being
able to buy a home improved
with age — 97 percent of
families with a householder
under age 25 couldn’t afford
to buy; for families with an el-
derly householder, the figure
was 31 percent.

Tenure — As the graph be-
low shows, renter families
had an extraordinarily difficult
time affording a home — 91
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percent couldn’t afford a me-
dian-priced house, compared
with 36 percent of families
who already owned a home.

= Income — Not surprisingly,
the likelihood of being able
to buy a house improves with
rising income. While 95 per-
cent of families without in-
come couldn’t buy one, 15
percent whose income was
$60,000 or more could not.

Why can’t families afford one?

The most common single rea-
son owner families couldn’t buy
a median-priced house was be-
cause they couldn’t afford the
monthly mortgage payments (42
percent). For 12 percent of own-
ers, excessive consumer debts
were the only reason. Not hav-
ing enough cash for the down

Renters Have a Hard Time

Affording a House at Any Price

Percent of families who couldn’t afford to buy a house
in their area, by type of home and tenure: 1991
(Using conventional, fixed-rate, 30-year financing)
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payment was the only factor for
8 percent of owners. For 38 per-
cent of owners, it was a com-
bination of the above reasons
that kept them from buying.
Almost all renters (82 percent)
could not afford to buy a
median-priced house because
of a combination of factors.
(See graph at bottom right.)

Which price is right?

The median highest-priced
home owner families could af-
ford in 1991 cost $121,500, far
higher than the median of
$72,400 for non-family owners.
For renters, the median was un-
der $20,000. For all of these
household types, the median
affordability deficit (the differ-
ence between a median-priced
home in the area and the maxi-
mum price a householder could
afford) was more than $40,000.

Aiming for a less expensive
house helps.

Just because a family can'’t af-
ford a median-priced home
doesn’t mean it can’t buy a
house. Although slightly more
than half of families couldn’t af-
ford a median-priced home, just
42 percent were unable to buy a
“modestly” priced home — one
priced lower than three-quarters
of all houses in the area. Fewer
(37 percent) couldn’t afford a
“low”-priced house — one
priced lower than 90 percent

in the area.

Locale makes a difference.

Of all householders, 60 per-
cent nationwide couldn’t afford
a median-priced house; 51 per-
cent weren’t able to buy a mod-
estly priced one.

But where they lived made a

big difference. Housing was
most affordable in the Midwest,
where 53 percent couldn’t afford
a median-priced home and 46
percent couldn’t buy a modestly
priced one. On the other hand,
the Pacific Division (California,

Oregon, Washington, Alaska,
and Hawaii) was the least
affordable area — the respective
figures there were 69 and 57
percent.

What if .....

Just over 42 million household-
ers could afford a median-priced
house in their area in 1991, us-
ing a conventional mortgage
with 5 percent down. Under dif-
ferent financial scenarios, how-
ever, more could have joined
them:

= |f the average interest rate on
a conventional mortgage be-
tween February and May
1991 had been 8.5 percent
rather than 9.5 percent,
about 900,000 more house-
holders would have qualified.
Two million more could have
bought at 7.5 percent, 3 mil-
lion more at 6.5 percent.

= [f each householder had
been given a down payment
subsidy of $5,000, an addi-
tional 3.7 million would have
been able to afford a house.
Reducing the down payment
to zero would have permitted
1.2 million more to buy.

More information:

Who Can Afford to Buy a House
in 1991? Current Housing Re-
ports, Series H121/93-3.
Contact Customer Services
(301-763-4100) for ordering
information.
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This Brief is one of a series that
presents information of current
policy interest. It may include
data from businesses, house-
holds, or other sources. All sta-
tistics are subject to sampling
variability, as well as survey de-
sign flaws, respondent classifi-
cation errors, and data process-
ing mistakes. The Census Bu-
reau has taken steps to minimize
errors, and analytical statements
have been tested and meet sta-
tistical standards. However, be-
cause of methodological differ-
ences, use caution when
comparing these data with data
from other sources.

Debt level
too high only

Can't afford
down payment only

Can’t afford
monthly payments only

Debt level too high and can’t
afford monthly payments

Can afford neither down pay-
ment nor monthly payments

Why Families Can’t Afford a House

Percent breakdown of families who couldn’t afford to buy a median-
priced house in their area, by reason(s) and tenure: 1991
(Using conventional, fixed-rate, 30-year financing)
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