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The Takeaway

A shortage of homes, particularly in the lower 
price ranges, has constrained affordability, espe-
cially for lower-income households. The financial 
pressures the pandemic has imposed on these 
households have further diminished their home-
buying potential.

Harold D. Hunt and Clare Losey
March 1, 2021

COVID-19’s effects on the nation’s labor market 
have bled over into the housing market, impact-
ing not only current homeowners, but potential 

buyers as well. 

According to the Congressional Research Service, 
young workers, women, workers with low educational 
attainment, part-time workers, and racial and ethnic 
minorities were hit especially hard by the pandemic. 
Workers in industries that provide in-person services 
have also faced disparately high unemployment rates. 
As a result, their home-purchasing power has likely been 
diminished despite historically low mortgage interest 
rates. These groups comprise a significant share of tradi-
tional first-time buyers seeking affordable homes.

Most assessments of owner-occupied housing afford-
ability focus singularly on estimating the demand for 
homeownership. For instance, the Housing Afford-
ability Index produced by the National Association of 
Realtors measures the ability of a family earning the 
median income to afford the median-priced home with 

a conventional loan. However, by failing to consider the 
availability of housing in the buyer’s price range, it offers 
an incomplete assessment of purchase affordability. 
Without the availability of affordable homes, demand 
matters little.

For this study, American Community Survey data were 
used to measure the proportion of renter households 
in each income category in Texas’ major Metropolitan 
Statistical Areas (MSAs). CoreLogic appraisal data, 
combined with estimates of the maximum home price 
affordable to households by income and loan type 
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(conventional or Federal Housing Administration 
[FHA]), were used to quantify the supply of homes af-
fordable to each income category. This analysis presents 
several limitations. CoreLogic data reflect the total 
supply of homes within each “price” range (where prices 
reflect appraisal district values), rather than the number 
of homes actually for sale within each price range (Table 
1). Likewise, the demand figures reflect the total number 
of renter households in each income cohort (Table 2), 
as opposed to only those households looking to become 
homeowners. All data reflect 2019 figures; 2020 Census 
data will not be published until late 2021.

Results Reveal Shortages

Subject to these limitations, the under or oversupply of 
homes that renter households would have had sufficient 
income to purchase in 2019 in Texas’ major MSAs is 
shown in Table 3. Numbers are shown for both conven-
tional and FHA financing. For example, in Austin-Round 

Rock, there was a shortage of 66,394 homes for renter 
households earning $35,000-$49,999 who were using 
conventional financing. For similar households using 
FHA financing, there was a shortage of 29,044 homes. 

Several patterns are evident. The most prominent shows 
that, across all four MSAs, the shortage of homes is 
much more pronounced among lower-income house-
holds with conventional loans rather than FHA loans. 
Government-sponsored mortgages generally offer more 
relaxed borrowing constraints than conventional mort-
gages (FHA loans do not require the same wealth and 
income—loan-to-value and debt-to-income ratios—as 
conventional loans). Furthermore, regardless of the type 
of loan, affordability is most constrained for lowest-
income households, particularly those earning less than 
$50,000 annually. First-time buyers, who tend to be 
younger than repeat buyers, are more likely to fall in the 
lower-income cohorts. 

Table 1. Number of Homes Affordable with Financing  
by Price Range, MSA (2019)

Maximum Home  
Price Range 

Austin- 
Round Rock 

Dallas- 
Fort Worth- 
Arlington 

Houston- 
The Woodlands-

Sugar Land
San Antonio- 

New Braunfels 

Conventional Financing

0 to $12,441 306 876 2,453 779
$12,442 to $24,882 722 2,976 5,696 2,312
$24,883 to $37,323 1,078 8,870 12,278 4,900
$37,324 to $49,764 1,488 16,011 20,822 9,432
$49,765 to $62,205 1,897 23,320 29,672 14,717
$62,206 to $87,087 5,063 65,203 75,764 41,964
$87,088 to $124,410 9,189 136,506 162,215 82,415
$124,411 to $186,615 35,754 359,598 448,807 168,656
$186,616 to $248,821 106,758 377,306 342,417 128,486
$248,822 to $373,231 168,776 442,371 309,557 112,553
$373,232 and above 161,247 334,903 229,027 69,143

492,278 1,767,940 1,638,708 635,357

FHA Financing 

0 to $19,083 641 2,068 5,118 1,887
$19,084 to $39,606 1,716 13,044 18,434 7,486
$39,607 to $59,409 2,655 30,942 39,979 18,936
$59,410 to $79,212 3,895 48,046 57,058 30,751
$79,213 to $99,016 4,451 61,149 70,014 39,930
$99,017 to $138,622 10,510 166,053 211,360 94,045
$138,623 to $198,031 46,539 366,167 433,194 161,257
$198,032 to $297,047 170,925 523,776 423,234 159,264
$297,048 to $396,062 108,211 269,053 181,195 63,256
$396,063 to $594,093 88,534 195,392 118,760 41,338
$594,094 and above 54,201 92,255 80,362 17,207

492,278 1,767,940 1,638,708 635,357

Sources: CoreLogic and Texas Real Estate Research Center at Texas A&M University
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Table 2. Demand/Supply Comparison for Renter Households with Financing (2019)

Renter Household 
Income

Austin- 
Round Rock 

Dallas-Fort Worth- 
Arlington 

Houston-The Woodlands- 
Sugar Land 

San Antonio- 
New Braunfels 

% of Renter 
Households

% of Owner- 
Occupied 

Units  
Affordable

% of Renter 
Households

% of Owner- 
Occupied 

Units  
Affordable

% of Renter 
Households

% of Owner- 
Occupied 

Units  
Affordable

% of Renter 
Households

% of Owner- 
Occupied 

Units  
Affordable

Conventional Financing

Less than $5,000 5.0% 0.1% 4.4% 0.0% 5.0% 0.1% 5.9% 0.1%
$5,000 to $9,999 3.3% 0.1% 3.6% 0.2% 4.4% 0.3% 5.2% 0.4%
$10,000 to $14,999 4.8% 0.2% 4.8% 0.5% 5.5% 0.7% 6.1% 0.8%
$15,000 to $19,999 4.3% 0.3% 5.3% 0.9% 6.5% 1.3% 6.6% 1.5%
$20,000 to $24,999 4.7% 0.4% 5.7% 1.3% 6.4% 1.8% 6.9% 2.3%
$25,000 to $34,999 10.6% 1.0% 12.2% 3.7% 12.8% 4.6% 13.4% 6.6%
$35,000 to $49,999 15.4% 1.9% 16.3% 7.7% 15.6% 9.9% 16.1% 13.0%
$50,000 to $74,999 20.2% 7.3% 20.4% 20.3% 18.5% 27.4% 19.0% 26.5%
$75,000 to $99,999 11.7% 21.7% 12.0% 21.3% 10.2% 20.9% 9.8% 20.2%
$100,000 to $149,999 12.4% 34.3% 10.1% 25.0% 9.3% 18.9% 7.6% 17.7%
$150,000 or more 7.6% 32.8% 5.3% 18.9% 5.7% 14.0% 3.5% 10.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

FHA Financing

Less than $5,000 5.0% 0.1% 4.4% 0.1% 5.0% 0.3% 5.9% 0.3%
$5,000 to $9,999 3.3% 0.3% 3.6% 0.7% 4.4% 1.1% 5.2% 1.2%
$10,000 to $14,999 4.8% 0.5% 4.8% 1.8% 5.5% 2.4% 6.1% 3.0%
$15,000 to $19,999 4.3% 0.8% 5.3% 2.7% 6.5% 3.5% 6.6% 4.8%
$20,000 to $24,999 4.7% 0.9% 5.7% 3.5% 6.4% 4.3% 6.9% 6.3%
$25,000 to $34,999 10.6% 2.1% 12.2% 9.4% 12.8% 12.9% 13.4% 14.8%
$35,000 to $49,999 15.4% 9.5% 16.3% 20.7% 15.6% 26.4% 16.1% 25.4%
$50,000 to $74,999 20.2% 34.7% 20.4% 29.6% 18.5% 25.8% 19.0% 25.1%
$75,000 to $99,999 11.7% 22.0% 12.0% 15.2% 10.2% 11.1% 9.8% 10.0%
$100,000 to $149,999 12.4% 18.0% 10.1% 11.1% 9.3% 7.2% 7.6% 6.5%
$150,000 or more 7.6% 11.0% 5.3% 5.2% 5.7% 4.9% 3.5% 2.7%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Sources: CoreLogic and Texas Real Estate Research Center at Texas A&M University

Table 3. (Under)/Oversupply of Homes for Households Using Financing  
by Income Cohort, Price Range (2019)

Renter Household 
Income

Maximum Home  
Price Range

Austin- 
Round Rock

Dallas-Fort Worth- 
Arlington

Houston-The Woodlands- 
Sugar Land

San Antonio- 
New Braunfels

Conventional FHA Conventional FHA Conventional FHA Conventional FHA

Less than $5,000 0 to $12,441  (24,230)  (23,895)  (76,456)  (75,264)  (79,143)  (76,478)  (36,436)  (35,328)
$5,000 to $9,999 $12,442 to $24,882  (15,456)  (14,462)  (60,549)  (50,481)  (66,074)  (53,336)  (30,451)  (25,277)
$10,000 to $14,999 $24,883 to $37,323  (22,361)  (20,784)  (75,748)  (53,676)  (78,571)  (50,870)  (33,761)  (19,725)
$15,000 to $19,999 $37,324 to $49,764  (19,516)  (17,109)  (77,185)  (45,150)  (86,467)  (50,231)  (32,233)  (10,914)

$20,000 to $24,999 $49,765 to $62,205  (21,412)  (18,858)  (78,191)  (40,362)  (75,368)  (35,026)  (29,377)  (4,164)
$25,000 to $34,999 $62,206 to $87,087  (47,113)  (41,666)  (150,443)  (49,594)  (133,590)  2,006  (43,226)  8,855 
$35,000 to $49,999 $87,088 to $124,410  (66,394)  (29,044)  (152,551)  77,109  (93,657)  177,322  (19,814)  59,028 
$50,000 to $74,999 $124,411 to $186,615  (63,879)  71,292  (443)  163,734  145,058  119,485  47,676  38,284 
$75,000 to $99,999 $186,616 to $248,821  49,164  50,617  166,001  57,748  175,133  13,911  66,376  1,146 
$100,000 to $149,999 $248,822 to $373,231  107,593  27,351  264,130  17,150  157,359  (33,438)  64,143  (7,072)
$150,000 or more $373,232 and above  123,604  16,558  241,435  (1,213)  135,320  (13,345)  47,103  (4,833)

Sources: CoreLogic, U.S. Census Bureau, and Texas Real Estate Research Center at Texas A&M University
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Housing affordability generally describes the 
relationship between household income and 
housing costs. In the realm of homeownership, 

affordability is typically measured separately for existing 
homeowners and would-be homebuyers (particularly 
first-time homebuyers). The former refers to repayment 
affordability, which is the ability of the borrower (i.e., 
existing homeowner) to repay his/her mortgage. The latter 
denotes purchase affordability, or the household’s ability 
to obtain mortgage financing and buy a home.

In a separate article (“Downsized: Pandemic 
Diminishes Homebuying Ability”), homeownership 
demand is quantified for two types of mortgage 
loans: conventional and FHA. A standard measure of 
homeownership demand is the estimation of maximum 
home price that is affordable to a particular household. 
This is generally a function of the characteristics of the 
borrower (income, wealth, and credit score) and the 
loan as well as the mortgage interest rate, and additional 
costs of homeownership, including property taxes and 
insurance, and points and fees on the loan. The vast 
majority of homebuyers in Texas—87 percent—used 
mortgage financing in 2020.

The table establishes the maximum affordable home 
price for borrowers of varying incomes seeking either a 
conventional or FHA mortgage. For example, in 2019, 
the median family income in Austin-Round Rock was 
just over $95,000. The maximum affordable home price 
would be $236,380 for a conventional borrower and 
$365,614 for an FHA borrower. 

Understanding Owner-Occupied  
Housing Affordability

Maximum Home Purchase Price

Income

Home Price Affordable

Conventional Loan FHA Loan

$150,000 $373,231 $577,285 
$145,000 $360,790 $558,042 
$140,000 $348,349 $538,799 
$135,000 $335,908 $519,556 
$130,000 $323,467 $500,313 
$125,000 $311,026 $481,071 
$120,000 $298,585 $461,828 
$115,000 $286,144 $442,585 
$110,000 $273,703 $423,342 
$105,000 $261,262 $404,099 
$100,000 $248,821 $384,857 

$95,000 $236,380 $365,614 
$90,000 $223,939 $346,371 
$85,000 $211,498 $327,128 
$80,000 $199,056 $307,885 
$75,000 $186,615 $288,642 
$70,000 $174,174 $269,400 
$65,000 $161,733 $250,157 
$60,000 $149,292 $230,914 
$55,000 $136,851 $211,671 
$50,000 $124,410 $192,428 
$45,000 $111,969 $173,185 
$40,000 $99,528 $153,943 
$35,000 $87,087 $134,700 
$30,000 $74,646 $115,457 
$25,000 $62,205 $96,214 
$20,000 $49,764 $76,971 
$15,000 $37,323 $57,728 
$10,000 $24,882 $38,486 

$5,000 $12,441 $19,243 

Source: Texas Real Estate Research Center at Texas A&M University

The table shows homeownership is generally out of 
reach for the lowest-income cohorts. The supply of 
homes in their price range is simply insufficient. FHA’s 
more relaxed qualifying standards certainly enhance 
purchase affordability, but FHA financing generally 
remains unattainable for the lowest-income buyers, who 
lack both income and wealth (even without considering 
potential credit constraints).

Shortages in homes for highest-income households 
using FHA financing cause these households to “buy 
down.” In other words, they purchase homes that are 
priced lower than what is reasonably affordable to them. 
Consequently, they dip into the supply that is affordable 
to moderate and high-income cohorts.

Pandemic Puts on the Pressure

Texas’ housing market already faced a variety of chal-
lenges before the pandemic, including supply constraints 
and a decline in purchase affordability following the 
Great Recession. In 2019, the months of inventory—the 
supply of homes listed for sale relative to the number 
of homes purchased—measured a mere three months 
for the state. Generally, 6.5 months indicates a balanced 
market—that is, sufficient supply to meet household 
demand.

Supply is typically more constrained in larger markets 
because of strong population growth and greater short-
ages of developable land. Meanwhile, the widening gap 
between household income and home prices generally 
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signals increased difficulty in meeting the qualifying 
standards for mortgage financing, particularly for house-
holds on the margin. 

Assuming it takes longer for low-income and minority 
households to recover economically, purchasing a home 
may prove difficult for first-time buyers as they strive to 
recover lost wages. 

However, the government could relax qualifying stan-
dards for mortgages insured or guaranteed by federal 
entities. Furthermore, a potential swath of foreclosures 
could actually enhance purchase affordability for lower-

© 2021. Texas Real Estate Research Center. All rights reserved.

income households. That will depend on the duration of 
the foreclosure moratorium and the speed of households’ 
economic recovery.

For more on how the pandemic has made it more dif-
ficult for some Texas households to purchase a home, 
read “Downsized: Pandemic Diminishes Homebuying 
Ability.”
___________________
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