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Are there causal mechanisms that link*
homeownership to reduced psychological
distress?

A Homeownership = greater sense of control
& trust in neighbors

A Sense of control = less psychological
distress

A Trust = not significant predictor of distress
A No independent effect of homeownership




Contributions

V4

ack boxo of

AWhat are the underlying mechanisms that cause
observed outcomes?

ALink between structure and psychological state

Debates about homeownership

AUnique concerns of loweincome families
AFinancial and social aspects
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Social Disorganization Theory

Instability Lack of trust
Psychological
distress
: Lack of
Economic
o regulatory
deprivation :
capacity
\ J \ J
| |
_ : Shaw & McKay, 1942
Qharacterlstlc of S.OCIal o Sampson & Groves, 1989
disadvantaged urban disorganization

: Sampson, 1991
neighborhoods Sampson & Raudenbush, 1999
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Social Disorganization Theory

Instability
sychological
istress
Economic
deprivation :
capacity

If this relationship is
di srupted?é

ecan this rel
can be avoided?

a
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Where Does Homeownership Fit?

Perce pt| ons A Residential stability

A Financial motivation to

of trust form ties with others

A Actual control over

Sense of ohysical space
control A Normative nature of

homeownership
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Hypotheses

Greater sense of
control

Reduced incidence
Homeownership of psychological
distress

Reported trust in
neighbors
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Prior Research
(Rossi and Weber 1996)

Is homeownership linked to
psychological well-being?
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The Community Advantage Program

(CAR

Good mortgages to risky
borrowers

—~] Assetbuilding potential
for lowerincome families

Soclal impacts of
homeownership
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How CAP Worked

Mortgages sold by

Lenders make lender to financial
conventional community
mortgages to fAriskyo development agency
borrowers Ford Foundation +

Fannie Mae

underwrite risk
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CAP Loand999-2003

$80,985 median loan

28.491 loans

$30,972
median
Income

35% low
Income tract

681 credit | 42% female
score headed




Community Advantage Panel Study

(CAPS)

Homeowners <

Renters <

A3743 CAP homeowners
AAnnual surveys began in 2003
ARotating topic modules

A 1530 renters
ASurveys began in 2004
AMatched by income and location

13
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CAPS Sample Size

4,414 in 2004

4,074 in 2005
—

3 427 In 2006

2 982 In 2007

3 360 in 2008
\ 3,073 In ) )
2009
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Sample for this Study

4,414 in 2004
4,074 in 2005
3 427 In 2006

2 ,982 In 2007

3 360 in 2008
\ 3,073 In > )
2009
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Generalizability

Comparison to CPS

Alncome restricted sample of Current Population Survey
AMay, 2003 and baseline CAPS sample

CAP Homeowners

AYounger, more educated, more likely employed, South
overrepresented

CAP Renters

A Older, black, female, more likely to be looking for work,
South overrepresented
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Variables
Independent Mediating variables Dependent variable
variables
A Homeownership A Sense of control A Psychological
A Age via Coheno: distressooDur i n.
A Education Perceived Stress the past four
: Scale weeks, have you
ﬁI\E/IarltlaI statuts AoOHow much accomplished less
mploymen trust your than you would like
A Race neighborsa a lot, to as a result of
A Children in the some. or any emotional

home
A Dwelling type

problems, such as
feeling depressed

or anxil ous'’
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Methods
7~ T\

W (AAl )
e OLS regressio so matched
(Awithincaliper ) sample

one-to-one match

APredicting trust

AUsing matched ASecond model

sample predicting mental
APredicting sense | | health problems

W Propensity - J Logistic
score m regression [

18
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Propensity Score Model

Age 1.009 1.61
Some college 1.226 1.6
2-year degree 1.495** 2.82
4-year degree 1.543** 2.88
Advanced degree 2.155*** 4,54
Divorced/separated 0.555*** 4.54
Widowed 0.368*** -4.07
Single 0.455*** 5.93
0.535++* 3.41
0.605*** 3.27
Retired 0.279*** 6.03
AP 5.54
0.228+** -10.18
0.483*** 6.59
0.566** 3.94

Other race 0.588* 2.17

1.187 1.5

0.194+ 15.42

0.357** 5.64

1457.41 19

N 3073
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Predicting Sense of ContrelCoefficients

Homeownershi
+0.586

Employed part
time -0.838

Not in labor
force-1.103

Advanced
degree +0.950

Unemployed
1.562

Hispanic-0.736

R2 =0.079

Not significant at p<0.05:
A Age

A Male

A Some college

A 2-year degree

A 4-year degree

A Marital status (all)
A Retired

A Black

A Other race

A Children in home
A Dwelling type (all)
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Predicting Trust in Neighbor8 Odds Ratios

Homeownershipg® 2-year degree Advanced
1.495 degree 1.836

Unemployed Other race
0.629 Black 0.574 0.484

Not significant at p<0.05:

Multi-family A Age A Employed part-time
housing 0.566 FEE-WYEI: A Retired
A Some college A Not in labor force
A 4-year degree A Hispanic
A Marital status (all) A Children in home

A Other dwelling type
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Predicting Psychological Distres$ Odds
Ratios

Sense of Divorced or Not significant at p<0.05:

control separated ﬁ ;I;)emeownershlp

1.461 1.652 o\ nde
A Education (all)
: A Widowed
Retired Unemployec -SEsi
3.174 3.578 A Cohabiting

A Employed part-time
A Black
A Other race

Not in labor Hispanic A Children in the home
force 6.497 1.939 A Dwelling type (all)
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Results Summary

Homeownership

Greater sense of
control

Reported trust in
neighbors

Reduced incidence
of psychological
distress

23
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Conclusions

Homeownership reduces psychological
distress via increased sense of control

Homeowners experience greater trust in
their neighbors, but this is not correlated
with declines is psychological distress

Employment has a significant impact on
trust, sense of control, and psychological
distress

24
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Limitations

Generalizability

A Favorablemortgage terms
AEquity returns through 2010
A Lower foreclosure risk

Possible selection bias

Alternative measures

25
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Next Steps

A Longer lease options
[alslelilaleRg=tilale] A Rent control
A Tenant rights and associations

Unpacking A Where does the sense of control
Al EIE)IN come from?

\[=elilsleiinesie A Compare perceptions of disorder
effects with objective measures

26
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Questions?

manturuk@email.unc.edu

27



A . e}
” I [ ]lq CENTER for COMMUNITY CAPITAL
LIS COLLEGE OF

ARTS & SCIENCES

The User Cost of LodncomeHomeownership:
2003-2010

Sarah Riley and HongYu Ru

Research supported by the Ford Foundation

Center for Community Capital
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Is homeownership more or less costly
than renting for lowincome households?

A User Costconcept provides comprehensive measure of
costs involved (e.g., Shelton 1968). Known drivers are
appreciation, timing, location, mortgage terms, household
Income.

A Can be compared with pooletenure hedonic estimates of
Equivalent RenfLinneman1980; Linnemanand Voith
1991; Crone, Nakamura, and/oith2009).

A Most prior user cost studies of lovincome households
Involved simulations or proxies: limited by data availability
(Dudaand Belsky2002).

29
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Summary ofresults

A House price appreciatiorprimarydriver of whether
owningmore or less costly than renting.

A At the median, annuakppreciation of at least2%
needed for owning to be less costlthan renting.

A On a cumulative basis at the median, owning was less
costly than renting for the entire period of 20022010.

A On annual basis at the median, owningas less costly
than renting during 20032007 and was more costly

thereafter.
30
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Samplesoverview
A Renterssample (142) A Ownerssample (620)
0 18% singlefamily 0 86% singlefamily
0 Surveyed all years 0 Surveyed all years
o Never moved o Never moved
0 $14K median income 0 $33K median income
0 16% married 0 39% married

0 69% South 0 71% South

31
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Owners sample geographic distribution
(620)

Midwest
148

West
290

Mortheast
19

South
424

32
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Measuring the user cost of capital

UCy = My +r(1 — 1) Ey + Ky + diViy — [T + AV

33
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Measuringequivalent rent

In(Yi) = —In(Cy) Dy 4 7 Xip +

I/it: if DD =1
Vi =

R.;. otherwise
Ra’t — Otvit

34
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Estimates (medians)

Year Annual UC Annual ER Total UC Total ER CapRate

2003 $3,143 $4,876 $3,143 $4,876 5.8
2004 $2,972 $5,059 $5,954 $9,975 5.8
2005 $168 $4,977 $6,169  $15,061 5.5
2006 $1,753 $4,986 $8,263  $20,098 5.2
2007 $4,679 $4,817  $11,766  $24,809 4.9
2008 $8,829 $5,292  $19,382 $30,176 5.6
2009 $10,170 $5,531  $29,143  $35,750 6.2
2010 $7,078 $5,649  $35,674  $41,408 6.2

35
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Median annual usercost by surveyear
All Owners (620)

$12,000
$10,UDU-E
$B,UDU—5
$E,UUU-E
$4,UUU-5
52,000

2003 2004 2005 2006 2007 2008 2009 2010

SURVEY YEAR

—&@- liedian Annual User Cost
—@- lMedian Annual Equivalent Rent (from household-invariant cap rate)
—@- lMedian Annual Equivalent Rent (from household-specific cap rate)
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National house price indices
compared to CAP house prices

EIIEI'—_

20—

| | | | | | |
01JANZOOD 01JANZOOZ2 01JANZOOS 01JANZO00G 01JANZ00E 01JANZO010 01JANZO012

Date

— FHFA HMational HPI % Change owver Previous 4 Quarters

— FHFA HMational Purchase-0Onhy HPI % Change over Previous 4 Quarters
— Ca=e-Shiller Compozgite 10 % Change owver Previous 4 Quarters

— Ca=e-Shiller Compozgite 20 % Change owver Previous 4 Quarters

— CAP Sample (N=259K} RPS Prices % Change over Previous 4 Quarters
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Mediantotal user cost by surveyyear
All Owners (620)

$50,000-
$40,000-
$30,000-
$20,000-

$10,000-
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@ Median Cumulative Equivalent Rent (from household-invariant cap rate)
—@- Median Cumulative Equivalent Rent (from household-specific cap rate)
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South (424)
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Midwest(148)
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West(29)
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Sand States(30)

$60,000
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$20,000-
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$-20,000]
$-40,000-
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A Main Finding:At the median, homeownership cost
effective for CAP borrowers between 2003 and 2010.

A Implication:Homeownership can be less costly than
renting for lowincome households over long term.

A Usual Caveats:
1 Appreciation rate is key; at least 2% at the median
I Also timing, location, income, and mortgage type
A Limitations:
I Small sample; focus on South and Midwest

| Potential biases: tax deductions; sustained tenure

I Housing quality imperfectly observed; maintenance N
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sfr@email.unc.edu
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Low-income homeownership and wealth
growth: Evidence from a propensity score

analysis
Clinton Key
Michal GrinsteitWeiss
ShenyanGuo
YeongYeo
KristaHolub

Delivered at the Urban Affairs Association Conference
New Orleans
17 March 2011

UNC
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Research guestion

A Does homeownership contribute to financiat well
being for lonincome households?
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The top 1% of households hold 28%6 of wealth
(KopczukandSaez2004; Wolff, 2007)

Gap may be increasing

Next MNext 4t ) Bottom

323.0 1,001.9 154.8
376.7 1,8224 243.6
% change . 78.5 81.9 57.3

% of gain" 35. 13.8 89.1 9.6

Source: Wolff, 2007



Table 1. Evolution of Homeownership Rates by Income Quintile, 1994-2006
Overall Quntile
Year 3
1994
2000
2006
Percent change
1994-2000 5.1 12.2
2000-2006 -1.1 3.7 3.8
1994-2006 10.3 11.1 12.9 10.8

Lh | ld | =
o |lon |

Source: Current Population Survey, March Supplements for 1994, 2000, and 2006

Source: Bostic and Lee, 2009



Concerns about lowncome homeowners

High initial Inflexible Unexpected The housing
outlay monthly expenses Crisis
COsts
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30 seconds t hat ar enoc

A Let us not forget that a home is not just another
iInvestment

A Non-economic benefits of homeownership

A Efficacy and the livdd environment

i UNC HE
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Data

A Community Advantage Program Panel
A Owners (N=995)
A Renters (N=663)

A 2005 and 2008 Wealth Modules
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Outcome variables

A Wealthoperationalizeds net worth
A Total assets

A Total debts

A Liquid assets

A Non-housing net worth

A Analysis Difference in differences
A Y5-Y2=constant +B*HO+B*X

UN | UNC
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ARTS & SCIENCES
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A. Total Networth B. Total Assets

200 400 600 800
Frequency

1 11 1418 5861 211 2 1111 152 b 59433 1 2 1 1
=) T T T T = T T T T T
-1,000,000 1,000,000 2,000,000 3,000,000 -1,000,000 1,000,000 2,000,000 3,000,000 4,000,000
Networth Changes ($) Assets Changes ($)

C. Total Debts D. Total Liquid Assets
981

1000

23

Frequency
200 400 600 800

=3
S
=)
=3
=
©
=3
S
<
=3
S
59

1 1 11618 331071521 3 111 3111179 $31e576132 11 1 1
T 1 T T T 1 T
-500,000 500,000 1,000,000 1,500,000 -500,000 [¢} 500,000 1,000,000
Debts Changes ($) Liquid Assets Changes ($)

E. Total Non-Housing Networth

2 3B 3931111 1 1
i T T T T T T
-1,000,000 o 1,000,000 2,000,000 3,000,000 4,000,000
Non-Housing Networth Changes ($)

UNC
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Net worth | i Liquid Asset i Non-housing

i Networth

Min / Max i -$950,317/ i -$979,070/ i -$577,048/ i -$231,536/ i -$598,248 /
i $3,822,329 | 54,254,680 i $1,268,490 i $933,168 : $3,822,329

Group Mean :
Owners 15,082 20,214 5,132 9,319 12,692

:  (130,037) | (158,270) | (83,240) | (51,732) | (108,669)
Renters it 10,789 i 15,295 i 4,506 5,659 9,656 (6,010)
i (158,113) | (175,147) | (35,112) i (51,984) i
Difference i 4293 i 4919 i 626 ! 3660 | 3,036




A selection problem
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Ways renters differ from owners in analytic sample

A Age A Employment status
A Gender A Income

A Race A Change in income
A Education A Housing cost as a
A Marital status fraction of income

A Number of children A Tract level

A Number of adults inth A Disadvantage
household A Median housing cost
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How to address the selection problem?

A Ordinary least squares regression
A Kernelbased matching

A Matching estimators

A Propensity score weighting
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After matching, balanced panels
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Min / Max

Group Mean
Owners

Renters
Difference

DID Estimate
OLS

Kernel-based

matching
Matching

Estimators
Propensity

Score weighting

Net worth

-$113,324/

$168,908

11,272
(45,714)

© 740 (21,970) |

10,532%**

4,171
13,160***

11,427 %*

14,904 % **

-$119,144/

$264,399

11,294
(55,075)
5,899
(31,697)
5,395

-6,444*
8,639

10,196***

10,679*

i Liquid Asset

-599,537 /
$142,209

| 897 (40,040) |

2,923
(19,206)
2,027

-5,180*
-2,502

-879

-1,939

-$43,198 /
$102,338

5,778
(19,330)
2,459
(12,940)
3,319%**

1,437
4,294* %%

5,292

4,047%**

i Non-housing

Net worth
-§73,249 /
$162,860

6,375
(33,909)

| 947 (20,667)

5,427***

-2,333
8,489 **

6,937 ***

10,102°%**




Conclusions

A LMI homeownership is a good investment in the
shortrun

A Homeownership not associated with excess debt

A No evidence of substitution, opposite actually look:
more likely

A Potential measurement issues
A Convergence of methods
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Questions?

cckey@email.unc.edu
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Crimme and Disorder
in the Neighborhood:

Collective Efficacy Mediates Homeownership

Mark Lindblad, Kim Manturuk, Roberto Quercia
Urban Affairs Association 4% Conference, New Orleans

March 2011

Center for Community Capital
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Overview

A Disorder & Disadvantage in Neighborhoods

A4

| Homeownership?
I Social Cohesion/Action?

A Data & Analysis
A Findings:

A4

| Homeownership Reduces Disorder (Indirectly)



Order in Neighborhoods

A Clean, welimaintained, peaceful, lawful
A Residents feel safe, watch out for each other

A Social Control
I Formal ’

A4

| Informal
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Neighborhood Disorder is Physical
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But, Disorder isSocial & Perceived

Residents
must view
physical
& social
markers as a
neighborhood
problem



