
• ..,. I J / : I I -- / .1 ,.,~-r-o1.. 

L/ . 
·-~· ) .. .- r ~ ... ~ ... ,"~ ITEM FILE 
__ , .; f \ ··::; 

BUREAU OF THE CENSUS 
.• ':!1 v t::RSITV OF MICHlcl'\• , 

LIBRARIES UNlV. of IV\1v11 , 

SEP 2 0 1991 SEP 2 o 1991 ~-.. ......... ...-.~ .......... .-.....~-..... 

DEPOSITED BY eenter 
I JNITED STATES OF AMERIC ......... 

l 
-tlf Who Can Afford to Buy a House? 

In Spring 1988, 43 percent of 
the Nation's 100.6 million fami
lies and unrelated Individuals 
could qualify to buy a median
priced home in the region where 
they lived, using a conventional 
mortgage with a 5 percent 
down payment. 

This Brief focuses on the 
demographic characteristics 
of families and individuals trying 
to buy homes. Does FHA financ
ing help? What is the highest
priced home they can afford? 
Can they afford new houses? 
These are the questions this 
Brief tries to answer. The data 
were collected by the Survey of 
Income and Program Participa
tion (SIPP). 

Who can afford to buy and 
who can't? 

• Family type: While 69 percent 
of married-couple families 
without children could afford a 
median-priced home, only 13 
percent of female household
ers with children could. 

• Race and Hispanic origin: 
Black families were less likely 
than Whites to be able to af
ford a home (23 versus 57 
percent). Those of Hispanic 
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origin were also less likely to 
be able to afford a home than 
those who were non-Hispanic 
(26 versus 54 percent). 

• Tenure: Only 1 o percent 
of renter families could afford 
a median-priced home, com
pared with 69 percent of 
families who already owned 
a home. 

• Age: Very young families 
were much less likely to quali
fy for a home purchase than 

older ones. While 73 percent 
of families with householders 
aged 55-64 years could af
ford a home, only 6 percent of 
those with householders un
der age 25 could. 

What priced home can families 
qualify for? 

The median highest-priced 
house that married-couple own
ers could afford was $126,400; 
for married-couple renters, the 
figure was below $20,000. The 

Why Famllles Can't Afford a House 
Factors preventing purchase of a median- priced home for 
families (using conventional, fixed-rate, 30-year financing), 
by tenure: 1988 
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comparable figures for nonfamily 
householders were $66,500 and 
below $20,000, respectively. 

Interest rate changes affect 
owners' ablllty to afford a home 
but not renters. 

Nationally, the average Interest 
rate on a conventional mortgage 
between February and May 1988 
was 9.8 percent. At a rate of 9.8 
percent, 69 percent of owner fam
ilies qualified to buy a median
priced house; at a rate of 7.8 per
cent, 71 percent of owner 
families qualified to buy; while 67 
percent qualified at a rate of 11 .8 
percent. Fewer non-family own
ers qualified: 49 percent at a rate 
of 7.8 percent, 44 percent at an 
11.8 percent rate. 

Changes in interest rates have 
relatively little effect on the ability 
of renter families to buy since 
most renters are so far from qual
ifying that even considerable 
drops in Interest rates don't 
benefit them. Regardless of in
terest rate, only 10 percent of 
renter families could afford to 
buy. For non-family renters, 9 
percent qualified at a rate of 7.8 
percent; 7 percent qualified at a 
rate of 11.8 percent. 

STATISTICAL BRIEF 

The majority can afford a mod
estly priced house; fewer can 
afford a new home. 

If at least three in four houses 
in a home's region are more ex
pensive than a given house, that 
house can be considered mod
estly priced. About 52 percent of 
families and unrelated individuals 
could afford to buy such a 
house - 9.1 million more than 
could afford a median-priced 
one. Fewer, though, could afford 
a median-priced new home: only 
31 percent. 

FHA financing Improves the 
ablllty to buy a house. 

With FHA financing, an additional 
2.0 million families and unrelated 
individuals were able to qualify 
for a median-priced home. 
While 45 percent could afford a 
median-priced home using FHA 
financing, only 43 percent could 
with conventional mortgages. 
FHA financing also improved 
the ability to buy a modestly 
priced house: it enabled an 
additional 2.9 million families 
and unrelated individuals to 
buy one. Fifty-five percent 
could afford a modestly priced 
home using FHA financing, com-
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pared to 52 percent using con
ventional mortgages. 

More Information: Who Can 
Afford to Buy A House?, Current 
Housing Reports, Serles 
H121/91, No. 1. For sale by Cus
tomer Services at the Census Bu
reau (301-763-4100). $2.50. 
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This Brief is one of a series that 
presents information of current 
policy interest. It may include data 
from businesses, households, or 
other sources. All statistics are sub
ject to sampling variability as well as 
suNey design flaws, respondent 
classification and reporting errors, 
and data processing mistakes. The 
Census Bureau has taken steps to 
minimize errors, and analytical state
ments have been tested and meet 
statistical standards. However, be
cause of methodological differ
ences, caution should be exercised 
when comparing these data with 
data from other sources. 

Change In number of famllles and unrelated Individuals who can afford a home at 
different Interest rates, by tenure: 1988 
(in thousands) 
(Using conventional, fixed-rate, 30-year financing) 

Note: There were 62.9 million owners and 37.7 
million renters in 1988. 
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