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Fed Monetary Policy- Too Hot, Too Cold or Just Right
"Real" Unemployment & Inflation (Adjusted for Fed Targets) 
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Not Too Hot, Not Too Cold
Federal Funds Rate, Long-Term Netural Rate of Interest, %

Recessions Federal Funds Rate Long-Term Neutral Rate of Interest

Source: Federal Reserve Bank of New York, FRED, Q3 2019 
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Risking the Upside Down
10-Year Constant Maturity Minus 2-Year Constant Maturity Yields (%, NSA)

Recessions 10Y-2Y Yield Spread
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Not too Cold, Not too Hot, Just Right GDP Growth
Real & Potential GDP Year-Over-Year (SAAR, Chained 2009 $)
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Labor Force Expansion Drives Economic Growth
Percent Change from a Year Ago (SA)

Recessions Prime-Age Labor Force (25-54 Years Old)
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Labor Force – Underemployed, Educating or Aging? 
Unemployment Rates and Labor Force Participation (%,SA)

Recessions Unemployed (LHS) Natural Rate (LHS) Working Age Participation
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Household Income Stagnating for Decades
Median Household Income ($ Thousands, Annual)

Recessions 2018 Current Dollars Nominal
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“It ain’t what you don’t 

know that gets you 

into trouble. It’s what 

you know for sure that 

just ain’t so.”

- Mark Twain 
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Homeownership Demand Resurgent
Homeownership Rate (%)
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The Tenure Choice Transition is On Again
Household Formation by Occupancy Type (Year-Over-Year Inventory Growth, %)

Recession Rented Owned Rented Three Year Moving Average
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Gen Why? Why Own a Home?
Homeownership Rate for Households Under 35
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But is It (Education) Worth it?

Source: IPUMS CPS, 2018
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Source: AEI International Center on Housing Risk , Aug. 2019
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Wait For it….
Cumulative Net New Owner-Occupied Households (17-35 Yrs. Old in 2015, Millions)
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Builders’ Woes

The Challenges of 

Building More Homes
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a new home during development

Average cost of regulation in the price of
a new home during construction
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• Local and state pressure groups are much more likely to be involved in the 

regulatory process in the more highly regulated places.

• More than 50% of the highly regulated communities have a 1 acre minimum lot 

size rule in at least one neighborhood, whereas less than 5% of lightly regulated 

communities have such a rule. 

• The average delay time between application and approval for a standard project 

in the highly regulated communities is three times longer than in the lightly 

regulated communities (10.2 months vs. 3.2 months, respectively)

• The WRLURI is the strong positive correlation across its component indexes. 

Essentially, if a community is rated as highly regulated on one dimension, it is 

likely to be highly regulated along other dimensions. 

What is “Normal”  Regulation?
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Supply or Demand 

Restricted?

A Supply Restricted 

Market Drives up 

Prices
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When It Comes to Affordability, Place Matters
Median Renter: Share of Sold Homes

Source: DataTree by First American, Standard & Poor's, Freddie Mac, Census, Q3 2019 
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Detroit, Michigan

The median renter in Detroit 

had the house-buying power to 

afford 63% of homes on the 

market in Q3 2019

San Francisco, 

California

The median renter in San 

Francisco had the house-buying 

power to afford 11% of homes 

on the market in Q3 2019

80/50

→The 80th
percentile renter in Los Angeles can only afford 51% 

of homes for sale, with a house buying power of 654,179 and 

an income of 105,080

→ This same renter could afford 98% of homes for sale in 

Detroit, Cleveland, and Oklahoma City
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