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2018 White Paper on Future Housing Product Type
Demand and Preference
Prepared by the Sacramento Area Council of Governments (SACOG)
For the 2020 Metropolitan Transportation Plan/Sustainable Communities Strategies Update

I. Introduction
SACOG is updating the Metropolitan Transportation Plan/Sustainable Communities Strategy
(MTP/SCS), scheduled for adoption in 2020. The MTP/SCS forecasts and plans the transportation
system in the six-county SACOG region for the next 20 years. As part of every MTP/SCS update,
SACOG creates a growth projection for how many people, homes, and jobs there will be, as well as a
land use forecast that estimates where that growth is likely to occur. The projected growth is then
used to forecast the region’s future transportation system.
A key component of the land use forecast is the type and location of future housing development. In
developing the forecast, SACOG considers a number of policy, regulatory and market factors. This
paper looks at national, state, and regional trends that may impact the housing market in coming
years, and how they are likely to shape and affect demand in the SACOG region. The paper examines
current research regarding trends in housing demand and preference. It is intended to be a working
document which may be revised over time as new information and data becomes available.

II. Trends Overview
In the six-county Sacramento region, housing supply has not been keeping pace with growth and
demand. This was the conclusion of the “State of Housing” staff report presented to SACOG’s Board
in February 2018 . i The paper found that:
•

During the 2012-2016/17-time frame, the region added 127,000 new jobs but only 22,000 new
homes. Historically, the ideal has been one new housing unit built for every two jobs created.
SACOG’s rate is currently 1: 5.8.

•

The MTP/SCS projects 45% of new housing growth to be attached products. Between 20122017 only 16% were multi-family units.

•

SACOG’s projections do not take into account the prior deficit in housing supply.

•

The mismatch between supply and demand for housing has resulted in an increasingly

•

Because household incomes have not kept pace with the rapid increase in housing costs,

higher priced market for both owners and renters.
more than half of the region’s renter households at all income levels and nearly a third of
owners with a mortgage are cost-burdened, paying more than 30% of their income for
housing.
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This prior paper showed clearly that the SACOG region is falling behind in meeting people’s needs
for housing. Housing is being developed at a much slower rate than almost any time since the early
1980s. In information provided by Greg Paquin of the Gregory Group, building permits in the sixcounty Sacramento region averaged less than 3,500 per year between 2009 and 2014. In the last
three years, 2015-2017, the rate of production has increased, but it still lags behind previous decades.
The inventory of unsold new homes has also been consistently lower than in the early to mid-2000s,
and was less than 1,000 homes at the end of 2017. Multifamily development is increasing, but despite
rental demands, it comprised 28% of building permits in 2017 compared with 72% for single family
homes. ii According to ULI, “the past five years have shown that the market is not necessarily capable
of building as much housing as is demanded by growth, a condition that has kept prices high for the
limited supply. iii
Based on the research in this paper, what is less clear is that the new homes being developed and
purchased truly reflect consumer preferences or are simply a reflection of what is available and
affordable in the market today. The majority of the region’s housing stock was built between 1950
and 1990,and is fairly homogeneous. As of 2016, over 75% of the region’s housing is single family
detached. Approximately 60% of the region’s stock are single-family homes on large lots (lots greater
than 5500 square feet), and 12% single-family on small lots (lots less than 5500 square feet). Only 28%
are attached homes, including other single-family options such as duplexes and townhomes, and
multi-family rental apartments.
Because the existing housing stock is largely single family homes on large lots, new supply will need
to include more diverse for-sale and rental product types at more price points in more locations to
meet the breadth of demand and preferences in the region. The research led to the following 11
findings, with more detailed sections to follow.
1.

As the largest generation, Millennials are and will continue to be a major driver of demand for

2.

Older adults are becoming a larger proportion of the SACOG region’s population and increasingly

both for-sale homes and rentals.
want to age in place or, if they move, seek a diversity of housing choices.
3.

Demand exists for housing across city, suburban, and rural/small town locations.

4.

Research shows preferences for locations close to work that enable short commutes.

5.

The research identifies preferences for walkability and access to shopping, services, and transit.

6.

Like the nation, Sacramento is largely suburban, but there is demand for a mix of housing types
and attached products in suburbs.

7.

Many Millennials face challenges that point to a need for more housing diversity and affordability.

8.

Rentals continue to be an important part of the housing market across generations.

9.

One in every five U.S. residents lives in a multigenerational household, creating demand for new
housing products.

10. Small households are increasing, creating a market for smaller and lower priced homes.
11. Financial and real estate advisors point to the need for greater market diversity.
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III. Housing Research: Trends and Preferences
Generational Trends
Finding #1: As the largest generation, Millennials are and will continue to be a major driver of
demand for both for-sale homes and rentals.
•

Millennials, or Generation Y, are those born between 1980 and 2000. They are the biggest
generation nationally, and include over 696,000 Millennials in the SACOG region. iv

•

Nearly two-thirds of Millennials (65%) see homeownership as part of the American dream. v

•

Millennials are the largest group of current home buyers, making up 30% to over 40% of all
buyers nationwide, and about two-thirds (66%) of first-time buyers. vi, vii

•

Several surveys found about 80% of Millennial renters say they would like to buy a home. viii

•

One-third of Millennials expect to buy a home in the next 3-5 years, and another quarter five
years or later. ix

•

Despite their aspirations, Millennials face numerous challenges to buying a home, including rent
burdens, student debt, limited housing supply, and high housing prices, that drive demand for
more rentals and diversity of products in the market. (See Finding #7 for greater detail)

Finding #2: Older adults are becoming a larger proportion of the SACOG region’s population and
increasingly want to age in place or, if they move, seek a diversity of housing choices.
•

Those age 65 and over are expected to comprise 55% of total population growth in the SACOG
region between 2010 and 2030. By 2040, Sacramento, Sutter, Yolo and Yuba counties are
projected to have about 1 in 5 residents aged 65 or older, with El Dorado and Placer counties
nearing 1 in 3 and 1 in 4, respectively.

•

The 2015 United States of Aging Survey of adults age 60+ found that 75 percent said they
planned to live out their lives in their current home. x

•

A California Association of Realtors (CAR) baby boomer survey in 2016 found that 71% of
Californians aged 55+ had not moved since 1999, and 64 percent did not plan to sell their home
when they retired. xi

•

A Freddie Mac survey in 2016 of homeowners age 55+ found 59 percent were very satisfied with
their current community, and 64 percent with their current home or apartment. Comparing
preferences between homeowners and renters, as shown in Table 1, Freddie Mac’s survey found
older and retired homeowners and renters the most likely to want to stay in place. xii

3

April 26, 2018 Version

Table 1. Prefer to stay in current residence over moving one more time
Homeowners

Single Family
Renters

Multifamily
Renters

All 55+

63%

43%

42%

Silent Generation

75%

53%

Older Boomers

63%

42%

Younger Boomers

50%

34%

Retired

70%

55%

49%

Still Employed

52%

29%

30%

Source: Freddie Mac

Table 2. Factors Rated “Very Important” in Deciding Whether to Move/Where to Live
Homeowners

Single-Family
Renters

Multifamily
Renters

Affordability

46%

59%

59%

Amenities for retirement years

44%

42%

47%

Less home maintenance

41%

39%

39%

Reduced property maintenance

30%

39%

44%

Proximity to family

31%

33%

24%

Walkable community

28%

39%

45%

Abundant age-related services

25%

29%

36%

Public transportation

17%

26%

43%

Warmer climate

19%

24%

24%

Downsizing

19%

18%

10%

Source: Freddie Mac

•

According to real estate builders and developers, older adults are looking for choices
representing the diversity of their circumstances and preferences. If they move, they seek a
variety of options including:
o

Age-restricted or age-targeted communities, including active 55+ resort style retirement
communities

o

Downtown/centrally-located urban apartments and condos near diverse cultural

o

Suburban or rural locations that offer experiences on site

o

Affordable senior or multigenerational apartments

o

Independent or assisted living communities with some level of services

amenities and transportation options
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Preferences for Location
Finding #3: Demand exists for housing across city, suburban and rural/small town locations
•

A 2015 survey by the Urban Land Institute found over 46% of Millennials (owners and renters)
living in cities. xiii

•

ULI’s 2015 survey showed the strongest preference for city locations among Millennials,
Latinos and African-Americans; with an increased preference for suburban locations among
other Millennials and African-Americans; and an increasing preference for more rural/small
town locations among Gen Xers, older adults, and Latinos. xiv
Table 3. Current and Desired Location, by Race/Ethnicity and Generation xv
Cities

Total
Race/ethnicity

Generation

•

Suburbs

Rural/Small Towns

Current

Desired

Current

Desired

Current

Desired

All Adults

36%

29%

26%

27%

37%

42%

White

30%

23%

27%

26%

42%

48%

African American

47%

42%

25%

34%

28%

22%

Latino

56%

44%

24%

24%

19%

30%

Millennials

46%

37%

24%

29%

30%

32%

Gen Xers

36%

28%

25%

25%

38%

44%

Baby Boomers

30%

22%

30%

24%

39%

51%

Silent

24%

23%

27%

28%

49%

46%

A national survey conducted by the Demand Institute identified the most demand for moving to
the suburbs rather than to rural areas, as shown in Table 4. Of movers, 18% expressed a desire to
be closer to the city than currently, and 59% the same distance, suggesting only a small portion
would consider moving further out. xvi
Table 4. Current and Next Home Location of Movers
Urban

•

Suburban

Rural

Current

Next Move

Current

Next Move

Current

Next Move

30%

27%

47%

50%

23%

23%

UC Davis research found an inclination toward suburban location is highest for those from
Generation X who already live in suburban areas, and lower for Millennials living in urban
neighborhoods compared with their cohorts in suburban or rural areas. xvii

•

However, the UC Davis research also found that many Millennials see themselves living in a
suburban area in the long term. The researchers posit that this could indicate that urban living
may be a transition stage for some of this generation., and that it will be important to understand
“the different patterns in lifestyles and behaviors among the various segments of the
heterogeneous population of millennials.” xviii
5
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Finding #4: Research shows preferences for locations close to work that enable short commutes.
•

Valley Vision and the Sacramento State Institute for Social Research conducted a scientific
regional poll on attitudes towards transportation in the SACOG region. The survey contained
several questions related to housing and neighborhood preference. As shown in Table 5, over
60% of respondents said they would trade a short commute for a smaller house and
backyard, xix
Table 5. 2017 Regional Survey Responses
All things being equal, proportion of respondents who would rather:

%

Have a short commute to work and live in a smaller house with a smaller backyard

61%

Have a long commute to work and live in a larger home with a larger backyard

39%

Source: Valley Vision/ Sacramento State Institute for Social Research (ISR)

•

65% of Millennials say that a location close to work is the most important factor in choosing a
location. xx

•

According to research conducted at UC Davis, including the SACOG region, mode choice is
shifting, with Millennials commuting less by solo driving than their Gen X counterparts (68.7%
vs. 74.6%) and biking, walking, taking transit, and carpooling in greater proportions, as shown in
Figure X. The UC Davis research found about 30% of Millennials and about a quarter of Gen
Xers said they would prefer to live close to transit “even if it means I’ll have a smaller home and
live in a more crowded area.” xxi

Preferences for Neighborhood Features and Housing Type
Finding #5: The research identifies preferences for walkability and access to shopping, services,
and transit
•

A number of surveys in the 2000s indicated preferences for features that are more “urban” –
walkability, nearby shopping, grocery stores, pharmacies, parks, and access to medical care and
public transit. Table 6 compares newer survey results concerning community features that are
similar high priorities for different groups., Proximity to parks/green space and healthy food rank
highest across the board, while access to retail, health care, and public transit are all priorities as
well.
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Grocery store/
Healthy food

Parks/
Green Space

Walkbility

Health care

Shopping/retail,
entertainment

Convenient
public transit

Table 6. Percentage of respondents indicating priority for various community attributes xxii, xxiii, xxiv

73%

55%

50%

50%

42%

32%

Millennials

71%

56%

54%

50%

44%

39%

Gen Xers

71%

55%

45%

40%

36%

25%

Baby Boomers

77%

54%

49%

52%

43%

29%

Silent Generation

73%

52%

51%

65%

49%

33%

71%

55%

51%

50%

44%

34%

85%

75%

39%

72%

69%

25%

63%

61%

64%

38%

Attribute

Source
All Adults
Generation
ULI Terwilliger
Center

Movers
Very/somewhat likely
Demand Institute
NAHB

•

Survey Respondents
All Adults/Movers (ital)
Recent/Prospective
Homebuyers
Baby Boomers

ULI’s America in 2015 survey found that 63% of Millennials prefer living in a “car-optional”
neighborhood. xxv

•

The Valley Vision/Sacramento State regional survey found 49% prefer a walkable
neighborhood with access to transit, schools, work and shopping. xxvi
Table 7. 2017 Regional Survey Responses
All things being equal, proportion of respondents who would rather:

%

Live in a neighborhood where the homes are closer together and it is convenient to walk or
use public transit to go to schools, work, and shopping

49%

Live in a neighborhood where the homes are further apart from one another and you have
to drive to schools, work, and shopping

51%

Source: Valley Vision/ Sacramento State Institute for Social Research (ISR)

•

The 2015 ULI Survey found neighborhoods with a diversity of ages and backgrounds important
across the generations. xxvii
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Table 8. % Preferring to Live in Diverse Community
Variety of
ages

Different
cultures/
backgrounds

78%

66%

Millennials

75%

76%

Gen Xers

82%

72%

Baby boomers

81%

61%

Silent

73%

44%

76%

69%

All adults
Generation

Movers
Very/somewhat likely

Finding #6: Like the nation, Sacramento is largely suburban, but there is demand for a mix of
housing types and attached products in suburbs
•

A recent Nationwide Mortgages found 50% of Millennial homeowners living in suburban areas,
and 25% in urban areas. xxviii

•

Recent research by RCLCO and the ULI Terwilliger Center developed a new definition of
suburbs. Using this definition, they classified most of the four-county Sacramento area as
suburban, finding the various generations (Gen Z, Millennials, Generation X, Baby Boomers,
Silent Generation) fairly consistently distributed across the variety of suburb types.

•

Their research found 83% of minority households, 82% of high-income Millennial households
(incomes $75K+) and 75% of lower income Millennial households living in the suburbs. Using
their classification, Millennials showed a slightly higher concentration in urban areas (14%). xxix

•

In the Valley Vision/Sacramento State poll, 38% of respondents said that, all things being equal,
they would rather live in a neighborhood with a “mix of housing types such as single family
homes, condos, townhouses, and apartments” over a predominantly single family area. xxx

•

The National Association of Realtors’ national survey in 2015 found over half of Millennials and
over 40% of other generations with a preference for an attached home with a shorter commute
and walkability. xxxi

•

As shown in Table 9, among likely Millennial movers, Nationwide found 38% expecting to move
into an attached product or apartment. xxxii

Table 9. Current and Future Housing Types for Millennials:
Among Millennial likely movers
Current

Future

Single Family

48%

59%

Duplex/Rowhouse/Townhouse

18%

25%

Apartment

28%

13%

Source: Nationwide
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Finding #7: Many Millennials face challenges that point to a need for more housing diversity and
affordability
•

Millennials face rent burdens. The largest cohort of Millennials is turning 30. With rents rising,
even adjusting for inflation, a national study found single Millennials by age 30 will have paid over
$90,000 in rent, a much larger share of their income and a higher rent burden compared with
previous generations (see Tables X and X). Paying a high proportion of income on rent makes
saving for a down-payment a challenge, particularly if the renter also has student loans to repay.
Table 10. Rent paid by each generation (2017 dollars)
Age in 2017

Total rent paid in 8 years
(ages 22-30)

70

$66,900

60

$72,800

Generation X

50

$81,400

Older Millennials/Gen X

40

$85,800

Younger Millennials

30

$93,400

Generation Z (forecasted)

20

$102,100

Generation
Baby Boomers

Table 11. Rent Burden or
% of 8-Year Income Spent on Rent, by Generation
Baby Boomers

36%

Generation X

41%

Age 22-40

45%

Older Millennials/Gen X (now 30-40)
Younger Millennials (now 22-29)
•

44%
47%

Between 2006 and 2016, student loan debt increased from about $480 billion to nearly $1.4
trillion. xxxiii As of quarter 2 of 2015, average real debt per borrower rose from about $19,000 to
$27,000. xxxiv
o

The 2016 National Association of Realtors annual HOME Survey found 47% of respondents
age 34 and under, 32% of those ages 35-44, and 37% of renters with student loan debt. xxxv

o

Per an analysis conducted by Fannie Mae of renters aged 25-44 (the age of most remaining
student debt), “Renters with student loans are 28 percent less likely to say they will buy,
rather than rent, their next home than those without student loans, when controlling for
differences in age, income, and marital status.” xxxvi

•

Current housing prices make it harder to afford a home. A 2015 ULI survey found only 52% of
Millennials were confident in their ability to afford the home they desired. xxxvii 55% of nonowners cited “can’t afford to buy a home” as the main reason they are not currently
homeowners. xxxviii By far, the biggest obstacle has been affordability, with 77 percent saying
that is their biggest barrier to ownership. xxxix
9
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•

Even if they can buy, 48% of Millennials say they want a new home because they lack the extra
money for renovations. xl

•

There is limited supply of starter home products. An analysis by realtor.com found nationally
that in the five-year period between 2013 and 2017, the supply of starter single family homes
declined at 17% year-over-year, with smaller homes (750-1,500 sf) decreasing from 29% of all
inventory in 2013 to 24% in 2017. xli

•

Many Baby Boomers are aging in place, reducing turnover of their properties to younger
households. As Javier Vivas, Director of Economic Research for realtor.com notes, “Boomers
indeed hold the key to those homes the market desperately needs, both in the urban condo
and the detached suburban home segment. But with a strong economy and rising home prices,
there’s really no reason for established homeowners to sell in the short term. Although downsizing might be on the minds of boomers, they face the same inventory shortages and price
increases plaguing millennials.” xlii

•

Mortgage data firm Ellie Mae found Millennials are moving to smaller towns in the central U.S.
to find lower cost rents and opportunities to save for a down payment and purchase a home
they can afford. xliii

•

According to a Harvard housing study of demographic change, Millennials’ decisions to buy a
home are driven more by affordability than location and amenities. An analysis found a 5%
difference in Millennial homeownership rates where house prices were 20% below or above the
national median. xliv

These trends point to a need for a broader array of housing options, including more starter homes,
rental opportunities, and lower cost options to meet the market demand of Millennials, and to
encourage them to locate and stay in the region.

Finding #8: Rentals continue to be an important part of the housing market across generations.
•

A survey conducted by the Harris Poll for Freddie Mac found 58% of renters with the belief that
“renting fits my current lifestyle” including 63% of younger Millennials and Baby Boomers.
Affordability drove renting for 41% of respondents, while 33% said purchasing a home was not a
priority at the moment. xlv

•

SACOG’s February 2018 housing status paper found that, during the 2012-2017 period, median
monthly rents for a 2-bedroom, adjusted for inflation, increased less than for-sale homes, but
rose 33% in the Sacramento Metro area (from $1,180 to $1,596 per month) and 11% in the Yuba
City Metro area (from $1,009 to $1,083). Notes ULI, “The comparative pace of the economic
recovery has been slower in Sacramento, but the economy now appears to be on a positive
growth trend. The medical service sector is adding better-paying jobs, which is spurring demand
for housing. Sacramento homeowners hurt by the single-family housing bust have been slow to
return to the market, and a number have chosen to be renters rather than take on the risk of
ownership. This has kept upward pressure on rental market rents.” xlvi
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•

A national study by ULI found that multifamily rentals are fairly evenly distributed across age
groups. But while families comprise 49% of renters of single family homes, middle age and older
households without children comprise nearly 65% of all single-family homeowners. xlvii

•

ULI’s 2017 outlook for real estate projected increased demand for rentals, stating, “Housing rental
rates will surge over the long term. The sharing economy’s de-emphasis on ownership will be
reflected in soaring demand for rental units. Well over half of the 12.5 million net new households
created over the next decade will rent, including those who have never owned, and those
making the switch from owning to renting as they age.” xlviii

Finding #9: One in every 5 U.S. residents lives in a multigenerational household, creating demand
for new housing products
•

Between 2012 and 2014, the population living in households with two adult generations
increased 8.8%, from 27.3 to 29.7 million people, and those living with three or more generations
increased 4.5%, from 26.5 million to 27.7 million. xlix

•

Per the Pew Foundation, in 2016, 20% of Americans lived in a household with at least two adult
generations, or grandparents and grandchildren below the age of 25 -- back up to nearly the
same rate as in 1950. l
Figure 1. Proportion of Population in Multigenerational Households

Source: Pew Research Center

•

As of 2016, 31% or nearly 1 in 3 of adults aged 18 to 34 lived with their parents, compared with
26% or 1 in 4 in 1975. li
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•

In 2016, 29% of Asians, 27% of Hispanics, 26% of blacks, and 16% of whites lived in
multigenerational households. Greater rates of immigration and population growth are likely
factors in the higher rates of Asians and Hispanics living with several generations of family. lii

•

In a 2016 survey of over 20,000 home shoppers by John Burns Real Estate Consulting, 44% said
they would like to accommodate older parents and 42% adult children in their next home. liii

•

Large homebuilders such as Lennar and Pardee are now including plans that bring together
older and younger

•

generations in the same house or property but offer separate spaces for some privacy. liv

Finding #10: Small households are increasing, creating a market for smaller and lower priced
homes.
•

The SACOG region has seen growth in single person households. Statewide the proportion
dropped (28% to 24%), but increased in the SACOG region (25.8% to 27.5%). During the same time
period, single person households made up a significant proportion of all new households: 26.6%
in California, but 30.2% in the SACOG region. lv This could be due in part to the region’s being
somewhat more affordable than the other major population centers like the Bay Area and
Southern California.

•

Younger adults are delaying many of the milestones considered common to adulthood, including
marriage and children. In the 1970s, 8 in 10 people had married by the time they turned 30.
Today, not until the age of 45 have 8 in 10 people ever married. By age 30 in 1976, 75% of women
had had a child, compared with about 32% in 2014. By age 44 (when fertility begins to wane), only
7% of women in 1976 had not had a child, compared with 20% in 2014. lvi

•

Nearly 75% of all households in the region have three or fewer people. As shown in Table 12, over
58% of households in the region have 1-2 people, and 74% have three or fewer members. These
small households also make up the vast majority of the growth in households region-wide.

Table 12. % of households with 1, 2, or 3 people, 2000-2016

Geography
California

SACOG region

YEAR

1 person
hh

≤2
person
hh

≤3
person
hh

2000

23.5%

53.2%

69.2%

2010

24.2%

53.9%

70.0%

2016

23.9%

54.1%

70.8%

2000

24.8%

57.5%

73.9%

2010

25.9%

58.6%

73.5%

2016

25.8%

58.3%

74.3%

% of 2000-2016
household
growth with 1-3
persons
83.8%

76.2%
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•

While some of these small households may want and be able to afford more traditional large lot
single family homes with many bedrooms and bathrooms, smaller home sizes at lower price
points are also needed to meet this market demand, providing opportunities for more infill, rental,
small lot and attached homes.

Finding #11: Financial and real estate advisors point to the need for greater market diversity.
•

RCLCO notes, “Instead of targeting the meat of the market… high land costs, flat income growth,
and a shrinking middle class are leading builders to target fewer but more affluent buyers. New
for-s lviiale homes are therefore getting bigger and more expensive; prices are rising faster than
incomes; and household formation is outpacing single-family starts. In addition to limiting the
affordability of new supply, conventional new detached homes may also be overlooking lifestyle
preferences for more walkable, compact communities. As a result, key buyer segments are
currently underserved.” lviii

•

ULI notes, “Given that a high percentage of the housing built in U.S. suburbs has not been in
walkable areas, there is likely a deficit of homes in walkable neighborhoods. For demographic
and preference reasons, combined with the relative scarcity of walkable neighborhoods in the
suburbs, there will probably be more demand than has been exhibited in the past for suburban
housing in a range of types and prices that is in walkable neighborhoods or at least accessible to
such areas (e.g., mixed-use town centers and traditional neighborhood development and its
variations).” lix

•

Per the Demand Institute, “There is tremendous diversity across U.S. communities in terms of
features and benefits. This diversity will likely persist going forward, given that these differences
reflect divergent consumer needs and preferences. Some prefer and will opt for more density
and its attendant benefits, while others will opt for benefits more typical of the suburbs. Indeed,
this diversity across communities and locations is a good thing, providing consumers with options
consistent with their life stage and preferences.” lx

•

"’It may be overhyped,’ says Adam Ducker, managing director at RCLCO of the potential wave of
millennials moving to the suburbs. "But it’s still important. In a country of 350 million people, if 3 or
4 percent do something different, that’s vitally important. … The real problem here is that nobody
in the homebuilding industry is giving them a product they want." lxi

•

Svenja Gudell, Chief Economist at Zillow, notes, “Buying conditions, in theory, are great right now:
Jobs and incomes are growing, and rock-bottom mortgage interest rates are helping keep
financing costs low. What's missing from the equation is a lack of homes actually available to buy
at a price point that's reasonable for most buyers.” lxii

•

RCLCO/ULI research for Sacramento points to the need for housing development geared to
young families and first-time buyers, empty nesters, and low and middle-income renters, and
that fills in the “missing middle” in the market, with small lot and attached product types,
including two to four plexes, townhomes, row houses, multiplexes, courtyard housing, live/work
space, etc. lxiii
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April 26, 2018 Version

IV. Implications for the MTP/SCS and Local Jurisdictions
One of the key conclusions of this white paper is that there is a strong demand and need for a
diversity of housing product types in more areas of the region. The housing research is as diverse as
the households, preferences, economic situations, and lifestyles in our region. However, the region’s
existing stock of housing heavily favors single family homes, and large-lot single family homes in
particular. This means that new supply will need to include other product types, like small-lot single
family and attached products, for the region’s future stock to more accurately meet demand.
In all, the region will have to examine and work on a number of the issues this paper raises to help
meet housing demand in the six-county Sacramento region. Local governments control the
regulatory framework by which housing is planned and approved. That framework has played a large
role in shaping the housing stock that is in place today. If the region is going to meaningfully shift the
type and location of new housing, it may require changes to the regulatory framework in some areas.
Local governments could do this through more flexible zoning, both in developing and existing
communities, to facilitate more small-lot and attached housing products, including “missing middle”
housing. The “missing middle” refers to a range of multi-unit or clustered housing types compatible in
scale with single-family homes that can help meet the growing demand for walkability, in urban,
suburban, and rural small town settings. Adding more housing types such as duplexes, fourplexes,
and bungalow courts would support more walkable communities, locally-serving retail, and public
transportation options. Jurisdictions could re-evaluate parking requirements, which significantly add
to the cost of housing and limit the feasibility of many product types and projects. Fees could also be
examined to incentivize more housing production, especially smaller, more affordable units.
Other parties have roles, too, in meeting the region’s housing demand and preferences. Private
sector housing developers have stated the need for more construction industry job training and
lowering of local fees assessed on new housing as a means of encouraging more production.
SACOG also has a role as the regional transportation planning agency charged with developing the
MTP/SCS. SACOG will continue to reflect in the MTP/SCS the unmet and projected need for small
lot and multi-family attached housing products throughout the Sacramento region. As a council of
governments, SACOG can also play a coordinating, convening, and supporting role for jurisdictions in
implementing the MTP/SCS. SACOG is planning implementation assistance in the form of:
•

A housing policy toolkit that provides a menu of options for local governments to help
implement the Blueprint principles and housing outcomes called for in the MTP/SCS

•

Support to understand recent housing legislation and requirements for local governments

•

Housing-related education and outreach materials

•

A potential shared housing “circuit rider” – a housing planning specialist, who would help
local jurisdictions with their housing issues at a regionally subsidized billing rate

All of these potential solutions will be examined by SACOG as part of the MTP/SCS update.

14

SOURCES

i

“State of Housing” February 15, 2018 staff report was,formerly known as “Housing Bakcground
for SACOG Board Panel on Overcoming Low Housing Production”, https://bit.ly/2HsprsJ
ii
Greg Paquin, from presentation to ULI Sacramento April 13, 2018,
https://sacramento.uli.org/wp-content/uploads/sites/45/2018/04/GPaquin_ULIApril3.pdf
iii
ULI, RCLCO, ULI Terwilliger Center, Housing in the Evolving American Suburb, 2016,
https://uli.org/wp-content/uploads/ULI-Documents/Housing-in-the-Evolving-American-Suburb.pdf
iv
v

US Census
Nationwide Mortgages, How Millennials are Changing the Housing Market,

https://www.nationwidemortgages.net/millennials-housing-market.html,
vi

Ibid.

vii

Realtor Mag. “5 Housing Trends to Watch for 2018.” Daily Real Estate News, Nov. 29, 2017.
http://realtormag.realtor.org/daily-news/2017/11/29/5-housing-trends-watch-for-2018

viii

Wes Moss, How Millennials are Impacting the Housing Market, January 4, 2018,

https://www.thebalance.com/how-millennials-impact-housing-market-4129463,
ix
x

Nationwide Mortgages, How Millennials are Changing the Housing Market
National Council on Aging, 2015 Housing Survey, https://www.ncoa.org/news/resources-for-

reporters/usoa-survey/2015-results/
xi
Home in Retirement: More Freedom, New Choices, A Merrill Lynch Retirement Study conducted
in partnership with Age Wave, 2016, https://www.ml.com/articles/age-wave-survey.html
xii
Freddie Mac/GfK Public Affairs and Corporate Communications, Americans 55+ Assess Current and
Future Housing Options: Homeowners Data, June 2016
xiii

Patrick Phillips and Cherly Cummins, et al. "America in 2015: A ULI Survey of Views on Housing,
Transportation, and Community." ULI Terwilliger Center for Housing and ULI Building Healthy
Placers Initiative, June 2015, http://uli.org/wp-content/uploads/ULI-Documents/America-in2015.pdf
xiv
Ibid.
xv

Ibid.

xvi

Jeremy Burbank and Louise Keely, Location Matters: Where America is Moving, Demand Institute,
January 28, 2015, http://demandinstitute.org/location-matters/
xvii
Giovanni Circella (Dr.), “Will Car-less Millennials Start Owning Cars Anytime Soon?” (presented at the
Evanston, IL, Feb 23, 2017). http://www.transportation.northwestern.edu/documents/2017/seminarcircella.pdf
xviii

Giovanni Circella (Dr.) et al, What Affect Millennials’ Mobility? Part II: The Impact of Residential Location, Individual
Preferences and Lifestyles on Young Adults’ Travel Behavior in California, National Center for Sustainable Transportation
and UC Davis Institute of Transportation Studies: UC Davis, March 2017, p. 40 https://itspubs.ucdavis.edu/wpcontent/themes/ucdavis/pubs/download_pdf.php?id=2729
xix

Valley Vision, Regional Attitudes about Transportation, January 2018,
https://valleyvision.org/research-report/regional-attitudes-transportation/
xx
White, John, July 17 2017, https://www.inc.com/john-white/how-millennials-are-changing-the-housingmarket.html
xxi

Giovanni Circella (Dr.), “Will Car-less Millennials Start Owning Cars Anytime Soon?”

15

xxii

Patrick Phillips and Cherly Cummins, et al., America in 2015: A ULI Survey of Views on Housing,
Transportation, and Community
xxiii
Jeremy Burbank and Louise Keely, Location Matters: Where America is Moving
xxiv

National Association of Home Builders. NAHB Study Reveals the Housing Preference of the Boomer Generation,
February 2016, https://www.nahb.org/en/news-and-publications/Press-Releases/2016/02/nahb-study-reveals-thehousing-preferences-of-the-boomer-generation.aspx
xxv

Patrick Phillips and Cherly Cummins, et al., America in 2015: A ULI Survey of Views on Housing,
Transportation, and Community
xxvi
Valley Vision, Regional Attitudes about Transportation
xxvii
Patrick Phillips and Cherly Cummins, et al., America in 2015: A ULI Survey of Views on Housing,
Transportation, and Community
xxviii
Nationwide Mortgages, How Millennials are Changing the Housing Market
xxix
RCLCO, ULI Terwilliger Center, Housing in the Evolving American Suburb: The Sacramento Story,
April 3, 2018, https://sacramento.uli.org/wp-content/uploads/sites/45/2018/04/Housing-in-the-EvolvingSuburb_Final.pdf
xxx

Valley Vision, Regional Attitudes about Transportation
National Association of Realtors, Homeownership Opportunities and Market Experience
(HOME) Survey, https://www.nar.realtor/research-and-statistics/researchreports/homeownership-opportunities-and-market-experience-survey
xxxii
Nationwide Mortgages, How Millennials are Changing the Housing Market
xxxiii
https://www.federalreserve.gov/releases/g19/HIST/cc_hist_memo_levels.html
xxxi

xxxiv

Mezza, Alvaro, Daniel R. Ringo, Shane M. Sherlund, and Kamila Sommer (2016). “On
the Effect of Student Loans on Access to Homeownership,” Finance and Economics Discussion
Series 2016-010. Washington: Board of Governors of the Federal Reserve System,
http://dx.doi.org/10.17016/FEDS.2016.010.
xxxv
National Association of Realtors, HOME survey, Housing Opportunities and Market Experience, July 2016
xxxvi

Quiang Cai and Sarah Shahdad, Student Debt: Whose Homeownership Rate Does it Hurt the
Most, July 18, 2016, http://www.fanniemae.com/portal/research-insights/perspectives/072816cai-shahdad.html
xxxvii
Patrick Phillips and Cherly Cummins, et al., America in 2015: A ULI Survey of Views on
Housing, Transportation, and Community
xxxviii
Kramer, Sara and Trainer, Mark, ”Looking Beyond the Luxuary Market-Are Homebuilders
Builders More for You and Me? April 20 2017, http://www.rclco.com/advisory-for-sale-housingtrends-2017-04-20
xxxix
Moss, Wes, “How Millennials Are Impacting the Housing Market” April 19 2018,
https://www.thebalance.com/how-millennials-impact-housing-market-4129463
xl
Nationwide Mortgages, How Millennials are Changing the Housing Market
xli
Realtor.com, The Housing Shortage Part II: Starter Homes Disappear, August 10, 2017.
https://www.realtor.com/research/housingshortage_starterhomes/
xlii
Realtor.com, The Housing Shortage Part I: Boomers Holding Onto Inventory, August 10, 2017.
https://www.realtor.com/research/housing-shortage-boomers/
xliii
Sullivan Bob. “Where are Millennials moving? The Answer May Surprise You.” USA Today, Oct
7,2017. https://www.usatoday.com/story/money/personalfinance/2017/10/07/wheremillennials-moving-answer-may-surprise-you/734212001/
xliv
Joint Center for Housing Studies of Harvard University, Improving America’s Housing 2017:
Demographic Change and the Remodeling Outlook,
http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/harvard_jchs_2017_remodeling_repor
t.pdf
xlv
Freddie Mac, Renters see Affordability in Apartment Living, November 3,2017,
http://www.freddiemac.com/research/consumerresearch/20171103_affordability_in_apartment_living.html
xlvi

Urban Land Institute, Emerging Trends in Real Estate® 2017: United States and Canada 2017, p. 41,

https://uli.org/wp-content/uploads/ULI-Documents/ET17.pdf
16

xlvii

Patrick Phillips and Cherly Cummins, et al., America in 2015: A ULI Survey of Views on Housing,
Transportation, and Community, p. 33

xlviii

Urban Land Institute, Emerging Trends in Real Estate® 2017: United States and Canada 2017, p. 17

xlix

Pew Research Center
l
Pew Research Center, A record 64 million Americans live in multigenerational households, April
5,2018. http://www.pewresearch.org/fact-tank/2018/04/05/a-record-64-million-americanslive-in-multigenerational-households/
li
US Census
lii
Ibid.
liii

https://www.cnbc.com/2016/02/08/under-one-roof-multigenerational-housing-big-for-builders.html

liv

Ibid.
US Census April 2017

lv

lvi
US Census Bureau, 1976 and 2014 Current Population Survey Annual Social and Economic Supplement
for ever married; 1976 and 2014 Current Population Survey, June Supplement for fertility.
lviii

Todd LaRue and Clare Healy, Meet Me in the Middle: Supply Trends, Factors, and Product
Considerations Impacting Homeownership Affordability Today, February 25, 2016,
http://www.rclco.com/advisory-affordability
lix
RCLCO, ULI Terwilliger Center, Housing in the Evolving American Suburb: The Sacramento Story, p. 22
lx
Jeremy Burbank and Louise Keely, Location Matters: Where America is Moving, p. 12
lxi
Patrick Sisson, Millennials Look to the Suburbs, Not Cities, for First Homes, June 21,2016,
https://www.curbed.com/2016/6/21/11956516/millennial-first-time-home-trends-suburbs
lxii

Quoted in CNBC report, https://www.cnbc.com/2017/09/26/stop-sugarcoating-the-housingmarket-economist-warns-that-buyers-face-increasing-troubles.html
lxiii
RCLCO, ULI Terwilliger Center, Housing in the Evolving American Suburb: The Sacramento Story, p.
30

17

