Housing finance agency bodsts market

hi’-'lth Alnska Housing
nance Corporation

fon e Teitadra Thmes

In good economic times and in bad,
Aluska Housing Finance Corp. s pro
grams boost Alaska's housing nairket,
a recent study found.

The study also found that in the
19805, AHFC has done just what the
Alaskn Legislamre infended ot o do:
make housing affordahle for most
Alaskans.

The study was conducted by Mut
thew Berman and Lee Husky of the
University of Aluska’s Institute of
Social and Economic Rescurch

In the stody., completed n
December, the team researched the ef
fect AHFC's programs had on the
howsing marker frmm 1980 10 present

AHFC was created m 1971 by the
shte 1o provide Alaskans with low
vt mortgage Ninancing, AHFC, a
sl supporting public corporation, s
dosecondury purchaser of morgages
Although AHFC s metivilies now con:
stitute a signihcant porten of  the
Albiskan restdentil housing murket,
AHEFC does ot leod Tumds directly
Rather, AHFC purchases morgage
Tovans Troen privane inanc il instinmons
OF T EARE Ccompamies operating m
Adlaski

The nigoriny of Tunds vsed 1w put
vhase mongage kans are genceralcd
theough the ssuance of taxable and
X -cxempt Bl

AHEFC 15 the mujer secondiry mae
tage lender i the state, On June W),
AHFC s portloho contamed 53121
loans totalling 34,6 billion.

Accondimg to the study. i the irst
half of the 19805, AHFC mongage
loan programs mude it possible Tor
thomsands ol Alaskians 10 buy houses

The study

done just what the Alaska L

also found that in the 1980s, AHFC has

egislature intended it to

do: make housing affordable for most Alaskans.

rathier than rent. Also, more Aluskans
were able to buy bigger and better
houses us o resull of AHFC's
PrOR Fms

“But contrary o popular behiet, "’
the study states, ““AHFC's subsidiz -
ed mortgage interest rates and other
program leatures had Hittle lasting ef-
tect on housing prices. Prices did go
up after AHFC began subsidizing
morigage rates in FO80, but those in-
creases stimualined new construction —
and the Increased supply of housing
subsequently  held down  price
increnses.

Thee stucly wlsi found:

*The higgest eflects of AHFC s
programs have been on the nuimber
and qualuy of howses sold vather than
on prices: AHFC s programs meant
that Aluskans bought more and better
homes, About B percent — roughly
RODD — more Alaska  households
were able 1o buy homes rather than
rent because of AHFC's progroms.
Households that probably would have
bought homes anyway spent about 15
to 20 percent more buying & bigger
and better house than they otherwise

wiuld have because of AHFC s reduc-
¢d interest rates and other benefits.
*Sales of just single-family houses
were 40 percent higher in the first hall
of the 19805 as o result of AHFC's
programs. Those increased sales were
due in large part to AHFC policies that
wllowed a substantial number ol
Alaskuns who would otherwise have
bought  condominiums  or  mobile
homes o buy single-family houses
e AHFC's programs have hud little
listing ¢ ffects on prices: they ingreas-
ed prices by nbout 3 percent above
what they would otherwise have heen
in the Fiest half of the 1980s, because
thase subsicies rapidly increased de
mand. But highér prices stimulated
new construction that rupulf}' InCTens-
eid the supply of housing and held
divwn subsequent price increases
*The high conventional n'rmngafu:
rates prevailing ar the stant of the
1980s might have reduced the shire
of Alaska houscholds owning homes
by as much as {2 percent if AHFC hod
not subsidized rates.
*Homeowners tend 1o default on
their mortgages when prices of their

homes fall below what they still owe
on the propriies. The overall housing
hoom of the early 1980% and AHFC's
programs sharply increased the
mumber of Alaskans owning their own
homes — so that many more °
households were ut risk when the
ecomomic downtum brought down
housing pnees.

sHomeowners with little equity in
their properties are more likely 1o
default on their, morgages than are
others with similar fumily and finan-
cial characteristics. AHFC has been
harder hit by defuulis than other
lenders because many AHFC mor-
ignge holders have litle equity in their
properties, AHFC made about BO per-
cent of new morngage loans in the past
few yvears — 5o thousands of AHFC
borrowers have had little time to build
up eguity.

* AHFC borrowers with morigiges
on condominiums and mobile homes
huve been more likely o delaul
becanse prices of condommums and
mobile homes have fallen more — in
percentages — than have prices of
single-family houses. When Housing
prices are fllimg, siogle-famuly houses
tend to hold thier value better than do
condomimums or mobile  homes,
because buyery genenlly prefer single-
Famuly houses amd are better able w
alford them when prices are down.

*AHFC programs, by continuing (o
offer the lowest availible interest mies
arkl other benefits, are still — even
the current economic slump -
stimlating more demund for housing
then would exist without the
PrORCEmS,

The ISER team also predicts that
prives of housing and the demand for
new AHFC llIurI%;llgl.'.! will decling
slightly through 1988,
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