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Eakinomics: The Housing Boom

One of the signatures of the COVID-19 recession is its unevenness across sectors of the economy. While the
services sector, especially leisure and hospitality, was flat on its back, other sectors have prospered. Among the
most notable has been the residential housing boom in the United States. According to house price indices based
on mortgage purchases by Fannie Mae and Freddie Mac, house prices rose 5.3 percent between March 2019 and
March 2020. In sharp contrast, over the year from March 2020 to March 2021 the growth in house prices more
than doubled to 12.9 percent. The values reflect a sharp rise in the pace of new home sales; sales growth was
66.8 percent from March 2020 to March of thisyear, in contrast to a decline of 12.6 percent during the previous
March-to-March period. Finally, this demand has trandated into additional construction (and upward pressure
on construction costs). Housing starts rose 5.5 percent from March 2019 to March 2020; the most recent March-
to-March growth is 37 percent.

The last time the United States had a housing boom — the go-go years of the early 2000s — house price
appreciation was largely concentrated in the so-called “sandy states” such as California, Nevada, Arizona,
Florida, and others. The interior states had a boom in the origination of subprime mortgages, but it was not
accompanied by avibrant housing market.

Asistherulefor al things pandemic, the 2021 housing market looks very different. Asshown inthetable
below, house price appreciation between 2020 (March-to-March) and 2021 (March-to-March) accelerated in
every state. The smallest increase — 0.9 percentage points — occurred in Washington DC, while the largest
increase — 14.4 percentage points —took place in Connecticut. Close behind Connecticut is Idaho, up 14.1
percentage points to a stunning growth rate of 26.4 percent. More generaly, the |daho-Montana-Utah region
stands out for its house price appreciation.

Table: State-by-State House Price Appreciation
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http://www.freddiemac.com/research/indices/house-price-index.page

State 2020 2021 State 2020 2021
AK 1.6% 7.4% MT 6.9% 18.6%
AL 5.4% 10.9% NC 6.4% 14.3%
AR 3.1% 12.3% ND 0.5% 5.6%
AZ 9.2% 19.5% NE 5.4% 9.2%
CA 4.5% 13.0% NH 6.1% 17.9%
CO 5.0% 13.8% NJ 4.3% 14.3%
CT 2.4% 16.8% NM 6.7% 12.5%
DC 3.8% 4.7% NV 5.1% 12.6%
DE 4.0% 11.8% NY 4.8% 10.2%
FL 6.3% 12.5% OH 6.4% 13.5%
GA 6.9% 13.6% OK 4.0% 10.9%
HI 3.0% 7.0% OR 5.1% 15.3%
1A 3.6% 8.1% PA 5.9% 11.2%
ID 12.3% 26.4% RI 6.1% 14.2%
IL 1.9% 9.1% SC 5.7% 11.9%
IN 6.9% 13.2% SD 4.6% 13.1%
KS 4.8% 11.8% TN 7.8% 15.1%
KY 5.2% 11.5% X 4.5% 11.9%
LA 3.3% 5.0% uT 8.3% 21.4%
MA 5.4% 12.5% VA 5.1% 11.1%
MD 3.9% 12.8% VT 4.9% 11.8%
ME 5.7% 17.6% WA 7.9% 15.4%
MI 4.8% 13.5% Wi 5.4% 12.0%
MN 5.4% 10.5% WV -0.3% 11.4%
MO 6.3% 13.4% WY 5.9% 8.4%
MS 3.2% 7.5%
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