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ABOUT COMMON SENSE INSTITUTE

Common Sense Institute is a non-partisan research organization dedicated to the protection and
promotion of Colorado’s economy. CSl is at the forefront of important discussions concerning the future of
free enterprise and aims to have an impact on the issues that matter most to Coloradans. CSlI's mission is to
examine the fiscal impacts of policies, initiatives, and proposed laws so that Coloradoans are educated and
informed on issues impacting their lives. CSI employs rigorous research techniques and dynamic modeling
to evaluate the potential impact of these measures on the economy and individual opportunity.

TEAMS & FELLOWS STATEMENT

CSl is committed to independent, in-depth research that examines the impacts of policies, initiatives,
and proposed laws so that Coloradans are educated and informed on issues impacting their lives.
CSl'scommitment toinstitutional independence is rooted in the individual independence of our researchers,
economists, and fellows. At the core of CSI's mission is a belief in the power of the free enterprise system.
Our work explores ideas that protect and promote jobs and the economy, and the CSI team and fellows
take part in this pursuit with academic freedom. Our team’s work is informed by data-driven research and
evidence. The views and opinions of fellows do not reflect the institutional views of CSI. CSI operates
independently of any political party and does not take positions.
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INTRODUCTION

Since 2010, the median value of owner-occupied
housing in Colorado has increased 132.4%. Over
the same period median household income has
increased 65.2%. The difference between the
change in the value of owner-occupied homes
and households’ median income has produced

a massive increase in the mismatch between the
mortgage capacity of households and the value
of owner-occupied housing.

A 0% mismatch between mortgage capacity and
housing stock would mean all households are
able to afford all existing housing stock. A 100%
mismatch would mean none are. In 2010, the
mismatch was 46.8%, in 2022 the mismatch was
60.2%, meaning the share of households unable
to affordably purchase the existing housing stock
is rising.

The mortgage capacity for the median household
was $344,468 in 2022, while the median home
value was $549,900. The mortgage capacity for
the average household was $459,679, while the
average priced home was $712,426. The more
than $205,000 to $252,000 gap between what
the median and average household can afford

is reflective of the gap seen across the income
spectrum.

This report details household mortgage capacity
and owner-occupied housing values and provides
an estimate of the mismatch between household
mortgage capacity and owner-occupied housing
values for the state and the following metropolitan
statistical areas: Colorado Springs, Denver, Fort
Collins, Grand Junction, and Pueblo. These are
shown in the appendix.

Mortgage capacity is determined under the
following parameters: a 30-year, fixed-rate
mortgage, households spend no more than 30%
of their household income on payments, and
households are buying as much house as they

can afford under that 30% threshold. Capacity
does not include down payments. A home valued
above mortgage capacity is deemed unaffordable
to the specified income level for purpose of the
analysis. In reality, households choose to spend a
larger share of their income on housing or have
access to larger down payments, allowing them to
own a home deemed unaffordable by this analysis.

This analysis does not consider the added cost of
home ownership insurance and property taxes.
What is known is that homeowner insurance rates
have increased nearly 51.7% since January 2019.'
Property values have increased dramatically as the
average home price increased 37% over 2022 and
2023. The net result is that the mismatch between
household mortgage capacity and home values

is greater than shown in this report.

To alleviate increasing home prices, the housing
shortage, estimated to be between 45K and 115K
in the Denver metro area alone and an additional
21K to 49K combined units for El Paso, Larimer,
Mesa, Pueblo, and Weld counties, needs to be
reduced by building more housing. Policy at
both the state and local levels needs to increase
what can legally and economically be built. This
will entail a combination of zoning reforms and
addressing the large risk-premium of developing
condominiums under current law.
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KEY FINDINGS

= More Coloradans have the capacity to afford
more expensive owner-occupied housing
in 2022 than in 2010. However, the market
is oversupplying higher ranges of owner-
occupied housing.

> 44% of Colorado households can afford
mortgage payments on a home priced
above $500,000, yet those homes make
up 54% of housing stock.

> 42% of households cannot afford a
home above $300,000, yet only 16% of
homes are valued at $300,000 or less. In
2010, 65% could not afford a home over
$300,000 yet 66% of homes were under
$300,000.

= The mismatch in household mortgage capacity
and the value of owner -occupied housing has
grown from 46.8% in 2010 to 60.2% in 2022.
There are too few lower priced homes, and too
many higher priced homes based on the share
of households that have the mortgage capacity
to purchase them.

= In 2010, Colorado was ranked 20th in the
nation for the size of the mismatch between
household mortgage capacity and the value of
owner-occupied housing. Colorado’s ranking
rose to 11th highest, tied with California.
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COLORADO HOUSEHOLD MORTGAGE
CAPACITY - 2010 VS. 2022

Figure 1 shows the share of the Households Mortgage Capacity in 2010 and 2022. The distribution
changed dramatically as household income changed from 2010 to 2022. For household mortgage
capacity of:

= Less than $50,000 - The share of household mortgage capacity in this range in 2010 was
6.8% and fell to 41% in 2022.

= Between $150,000 and $99,999 - The share of household mortgage capacity in this range in
2010 was 15.4% and fell to 7.9% in 2022.

= Between $100,000 and $149,999 - The share of the household mortgage capacity in this range in
2010 was 10.1% and fell to 5.8% in 2022.

= Between $150,000 and $199,999 - The share of household mortgage capacity in this range in
2010 was 14% and fell to 9.2% in 2022.

= Between $200,000 and $299,999 - The share of household mortgage capacity in this range in
2010 was 18% and fell to 15.1% in 2022.

= Between $300,000 and $499,999 - The share of the household mortgage capacity in this range in
2010 was 12.7% and increased to 13.4% in 2022.

= Between $500,000 and FIGURE 1 - HOUSEHOLD MORTGAGE CAPACITY 2010 VS. 2022

$999,999 - The share

of household mortgage Colorado - Household Mortgage Capacity 2010 vs. 2022

@ Colorado - Share of Households Mortgage Capacity in 2010

Ca pacity in this range @ Colorado - Share of Households Mortgage Capacity in 2022
in 2010 was 18.4% and $1,000,000 or more
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$500,000 to $999,999
2022.

= More than $1,000,000 -
The share of household
mortgage capacity in this
range in 2010 was 4.3%
and increased to 14.7%
in 2022.
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COLORADO SHARE OF THE VALUE OF
OWNER-OCCUPIED HOUSING - 2010 VS. 2022

Figure 2 shows the share of the value of owner-occupied housing stock in 2010 and 2022.
The distribution changed dramatically as the value of housing skyrocketed from 2010 to 2022.
For housing valued at:

= Less than $50,000 - The share of the housing stock valued in this range in 2010 was 5.1% and
fell to 31% in 2022.

= Between $150,000 and $99,999 - The share of the housing stock valued in this range in 2010 was
5% and fell to 2.1% in 2022.

= Between $100,000 and $ $149,999 - The share of the housing stock valued in this range in 2010 was
11.2% and fell to 1.4% in 2022.

= Between $150,000 and $ $199,999 - The share of the housing stock valued in this range in 2010 was
16.8% and fell to 2.3% in 2022.

= Between $200,000 and $ $299,999 - The share of the housing stock valued in this range in 2010 was
28.2% and fell to 7.3% in 2022.

= Between $300,000 and $ $499,999 - The share of the housing stock valued in this range in 2010 was
22.4% and increased to

30% in 2022. FIGURE 2 - SHARE OF THE VALUE OF OWNER-OCCUPIED

HOUSING 2010 VS. 2022

= Between $500,000 and $
Colorado - Share of the Value of Housing Stock 2010 vs. 2022

$999,999 - The share of
the housing stock valued
in this range in 2010 was
9.3% and increased to
43.2% in 2022.

More than $1,000,000 -
The share of the housing
stock valued in this range
in 2010 was 2.1% and
increased to 10.5% in
2022.

) Colorado - Share of the Value of Owner-Qccupied Units in 2010
@ Colorado - Share of the Value of Owner-Occupled Units in 2022
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Figure 3 shows the mismatch in the share of the value of owner-occupied housing stock and household
mortgage capacity in 2010 and 2022. For mismatches in the range of:

Less than $50,000 - The mismatch in this range in 2010 was 1.7% and fell to 1% in 2022

Between $50,000 and $99,999 - The mismatch in this range in 2010 was 10.4% and fell to
5.8% in 2022.

Between $100,000 and $149,999 - The mismatch in this range in 2010 was 11% and rose to
4.4% in 2022.

Between $150,000 and $199,999 - The mismatch in the range in 2010 was 2.8% and rose to
6.9% in 2022.

Between $200,000 and $299,999 - The mismatch in this range in 2010 was 9.8% and fell to
7.8% in 2022.

Between $300,000 and $499,999 - The mismatch in this range in 2010 was 9.7% and rose to
16.6% in 2022.

Between $500,000 and FIGURE 3 - COLORADO MISMATCH IN THE SHARE OF THE VALUE OF
. OWNER-OCCUPIED HOUSING STOCK AND THE SHARE OF HOUSEHOLD
$999,999 - The mismatch

. . . MORTGAGE CAPACITY
in this range in 2010 was

91% and rose to 13.5% Colorado Value of Housing Stock vs. Household Mortgage Capacity 2010 vs.
in 2022 2022- Household Mortgage Capacity 2010 vs. 2022

@ Mismatch in Household Mortgage Capacity vs. Value of Owner-Occupied Housing Colorado 2022
@ Mismatch in Household Mortgage Capacity vs. Value of Owner-Occupied Housing Colorado 2010

More than $1,000,000

- The mismatch in this
range in 2010 was 2.2%
and rose to 4.2% in 2022.
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COLORADO RANKING VERSUS ALL STATES
AND THE DISTRICT OF COLUMBIA -

2010 VS. 2022

Colorado’s total mismatch
was 0.468 in 2010, ranked
20th nationally. Hawaii was
ranked 1st with a mismatch
of 0.749, and Florida had the
smallest mismatch with a
value of 0.216 ranking them
51st nationally.

Colorado's total mismatch
increased from 0.468 in
2010t0 0.602in 2022, a
28.6% increase, and ranked
11th nationally in a tie with
California. Rhode Island was
ranked 1st with a mismatch
of 0.711 and New York had
the smallest mismatch with a
value of 0.261 ranking them
51st nationally.

FIGURE 4 - MISMATCH IN THE VALUE OF OWNER-OCCUPIED HOUSING
VS. HOUSEHOLD MORTGAGE CAPACITY FOR ALL STATES AND THE
DISTRICT OF COLUMBIA 2010
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FIGURE 5- MISMATCH IN THE VALUE OF OWNER-OCCUPIED HOUSING
VS. HOUSEHOLD MORTGAGE CAPACITY FOR ALL STATES AND THE
DISTRICT OF COLUMBIA 2022
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APPENDIX

FIGURE 6 - COLORADO SPRINGS MSA MISMATCH IN THE SHARE OF THE
VALUE OF OWNER-OCCUPIED HOUSING STOCK AND THE SHARE OF
HOUSEHOLD MORTGAGE CAPACITY

Mismatch Between the Value of Housing Stock vs. Household Mortgage
Capacity 2022 - Colorado Springs MSA

? Percent Mismatch Between Value of Owner-Occupied Housing and Household Mortgage Capacily in Colorado Springs
MSA - 2022

All Houisi

51,000,000 or more
o

5

Z Wz
=] =}
=1 =
=} =]
=1 =]
=] =]
Pt =4
o 53
£ El2
B e
g 8
B I}

$200,000 to $299,999
9.2%

5150,000 to $199,999

6.5%

o oy
B i
(=] [=]
K =]
2 Bio
s g
=3 -
& o
o wr B2
= ;f
-]
= 8
w

Less than $50,000
| EE3

Source: U.S. Census

FIGURE 7- DENVER MSA MISMATCH IN THE SHARE OF THE VALUE OF
OWNER-OCCUPIED HOUSING STOCK AND THE SHARE OF HOUSEHOLD
MORTGAGE CAPACITY
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Mismatch Between the Value of Housing Stock vs. Household Mortgage
Capacity 2022 - Denver MSA

@ Percent Mismatch Between Value of Owner-Occupied Housing and Household Mortgage Capacity in Denver MSA - 2022
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FIGURE 8 - FORT COLLINS MSA MISMATCH IN THE SHARE OF THE
VALUE OF OWNER-OCCUPIED HOUSING STOCK AND THE SHARE OF
HOUSEHOLD MORTGAGE CAPACITY

Mismatch Between the Value of Housing Stock vs. Household Mortgage
Capacity 2022 - Fort Collins MSA

? Percent Mismatch Between Value of Owner-Occupied Housing and Household Mortgage Capacity in Fort Collins MSA -

2022
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FIGURE 9 - GRAND JUNCTION MSA MISMATCH IN THE SHARE OF THE
VALUE OF OWNER-OCCUPIED HOUSING STOCK AND THE SHARE OF
HOUSEHOLD MORTGAGE CAPACITY

Mismatch Between the Value of Housing Stock vs. Household Mortgage
Capacity 2022 - Grand Junction MSA
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Percent Mismatch Between Value of Owner-Occupied Housing and Household Mortgage Capacity in Grand Junction MSA
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FIGURE 10 - PUEBLO MSA MISMATCH IN THE SHARE OF THE VALUE OF
OWNER-OCCUPIED HOUSING STOCK AND THE SHARE OF HOUSEHOLD
MORTGAGE CAPACITY

Mismatch Between the Value of Housing Stock vs. Household Mortgage
Capacity 2022 - Pueblo MSA

(@ Percent Mismatch Between Value of Owner-Occupied Housing and Household Mortgage Capacity in Pueblo MSA - 2022
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FIGURE 11 - INCOME DISTRIBUTION

Estimated Household
Household Monthl Mortgage Capacit
AnnularII(I:-::::::ehold Income Househo)id (6.9‘9/0,930% I;f GI?(
Distribution Income 30-Year Fixed Rate
(ACS) Mortgage)
$10,000 410% $916.67 ($38,971.55)
$15,000 2.50% $1,375.00 ($58,457.32)
$25,000 5.40% $2,291.67 ($97428.87)
$35,000 5.80% $3,208.33 ($136,400.42)
$50,000 9.20% $4,583.33 ($194,85774)
$75,000 1510% $6,875.00 ($292,286.61)
$100,000 13.40% $9,166.67 ($389,715.48)
$150,000 19.00% $13,750.00 ($584,573.22)
$200,000 10.70% $18,333.33 ($779,430.96)
$300,000 14.70% $27500.00 ($1169,146.44)
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FIGURE 12 - DISTRIBUTION OF THE VALUE OF OWNER-OCCUPIED

HOUSING UNITS

2022 Distribution of the Value of Owner-Occupied
Housing Units

Value of Owner-Occupied Units Estlngz::pl?:;:;b::;?:goér(])i:: ner-
Less than $50,000 310%
$50,000 to $99,999 210%
$100,000 to $149,999 1.40%
$150,000 to $199,999 2.30%
$200,000 to $299,999 730%
$300,000 to $499,999 30.00%
$500,000 to $999,999 43.20%
$1,000,000 or more 10.50%
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