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What is frictional vacancy?

The space needed to service market friction. Prices can't normalize and supply & demand can’t

balance when there is insufficient frictional vacancy.

Hauser & Jaffe coin the term Freddie Mac’s benchmark The end of the housing market
: : as we knew it

1947 13% 2021

Hauser & Jaffe noted Needed to keep pace with The year our failure to
“continuous turnover in household formation, identify & react to
housing occupancy replace existing units, demographic trends blew
necessitates a minimum : accommodate 29 home : up in our faces.
number of vacant units.”? demand, & maintain year-

round & seasonal vacancy.?



Indianapolis MSA calculations based on counties within current MSA definition.

3.00%

2.50%

2.00%

1.50%

1.00%

0.50%

0.00%

Populationgrowth rates vs household formationrates 2011-2024

Massive break-up of multi-generational
households with Millennial children
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Total FrictionalVacancy

Vacant Units + Permitted New Units

Market achieves FUBAR status

Market dynamics changing

Absorbing excess units from 2000s
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Insufficient frictional vacancy =

Upward pressure on prices and costs




Indianapolis-Carmel-Greenwood, IN
Homeownership Cost as a Percent Share of Median Income - vs US (Black Line)

Share Greater than 30% = Unaffordable
Source: Federal Reserve Bank of Atlanta

The obvious impact: affordability . Lack of frictional vacancy
impacts buying habits,
incites buying frenzies,

& keeps prices elevated.

Indianapolis MSA
IS housing cost burdened.

Share of Income

30% of households
make $50,000 or
9 A . [ MAn less; cannot afford
V\AA VIS —V 20 median home

| SV price.l
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From Federal Reserve Bank of Atlanta Home Ownership Affordability Monitor B United States
https://www.atlantafed.org/research-and-data/data/home-ownership-affordability-monitor#panel=2 1Per PolicyMap & my calculations



Your barista cannot afford their own home

% of Households by Income Bracket - Indianapolis MSA

$150,000 0r more
16%

$100,000t0 $149,999
17%

$75,000 to $99,999
14%

Less than $25,000
15%

$25,000t0$34,999
8%

$35,000 to $49,999
12%

$50,000 t0 $74,999
18%

18%
employed
In
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or retail,
earning
average
of $40,000
to $60,000
per year
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% of Households by Price Range They Can Afford - Indianapolis MSA

Less than $124,000
13%

$742,000 or more
22%

$124,000t0 $173,000
6%

$173,000to0 $247,000
11%

$494,000to0 $742,000

18% $310.000
median
$404,945 home price!
median new $247,000to $371,000
. o 17%
construction
. 1 $371,000to $494,000
home price 13%

IPer MIBOR March 2026 Market Insights



% of Households by Price Range They Can Afford - Indianapolis MSA

Less than $124,000

13%
$742,000 or more

22%

326,085 households
out of

842,765

cannot afford
median home price

$124,000t0 $173,000
6%

$173,000t0 $247,000
11%

39% cannot
afford
median

home pricel

$247,000to $371,000
17%

$494,000to0 $742,000
18%

$371,000to $494,000
13%

IPer my calculations assuming an 80% down payment, 6.50% interest rate, and a 30-year conventional mortgage



% of Households by Price Range They Can Afford - Indianapolis MSA

Less than $124,000

13%
$742,000 or more

22%

427,414 households
out of

842,765

cannot afford
median new
construction

home price

$124,000t0 $173,000
6%

$173,000t0 $247,000
11%

$494,000t0 $742,000
18%

51% cannot afford
median new
construction

$247,000to $371,000
17%

.1 $371,000t0 $494,000
home price 13%

IPer my calculations assuming an 80% down payment, 6.50% interest rate, and a 30-year conventional mortgage



% of Households by Price Range They Can Afford - Indianapolis MSA

Less than $124,000

13%
$742,000 or more

22%

$124,000t0 $173,000
6%

$173,000to0 $247,000
11%

$494,000to0 $742,000

18% Zero new homes
being constructed

under $225,000

$247,000to $371,000
17%

$371,000to0 $494,000
13%

1Per BAGI 2026 Forecast



What else lies ahead?

Watch out for the Silver Tsunami.
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Household Formationfor Prime Homeownership Age, 25-54
Atypical growth

Return to stagnation
A relative mixed bag, but overall negative trajectory
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US 25-54 household growth through 2035 = projected at 0.25% per year on average

2012 2013 2014 2015 2016 2017 2018 2019 2021* 2022 2023

B US25-54 MWIN25-54 M Indpls MSA "Big 7" 25-54 Note no data for 2020



6.00%

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

-1.00%

-2.00%

-3.00%

| 5
\

Household Formationfor "Senior" Households, 55+

The Silver Tsunami:
5+ households will grow at 4x the rate of 25-54 households over next decade
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Overwhelmingly positive growth = aging population
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2014

m US55+

Still growing, but pales Onthe
beside 25-54 change rise again

US 55+ household growth through 2035 = projected at 1.04% per year on average
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https://www.ibrc.indiana.edu/realestateoutlook/index.htmi

From the Kelley Real Estate Outlook, Fall 2024

Indiana Households by Tenure & Age
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Source: MMA, Inc. 2023-2024 Analysis of Age-Restricted Housing Supply and Demand — State of Indiana (2024), 31



From the Kelley Real Estate Outlook, Spring 2026, arriving April 27, 2026

https://www.ibrc.indiana.edu/realestateoutlook/index.htmi

Percent of Affordable Homes Underused by Baby Boomers Living Alone or as Couples

In Indianapolis, releasing “boomer housing” is only part of the solution

Where Baby Boomers Live in Underused Homes vs. Where Young Families Need Them
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About
3% of affordable
homes are
underused by
baby boomer-aged
households.

By Isaac Hacamo, Indiana University Kelley School of Business



https://www.ibrc.indiana.edu/realestateoutlook/index.htmi

From the Kelley Real Estate Outlook, Fall 2024

Existing & Needed Senior Rental Housing Units
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Subsidized 2023

The extreme
shortage of
55+ rental housing
IS keeping more people
homeowners, further
limiting frictional
vacancy.

Subsidized 2028

LIHTC 2023

LIHTC 2028

Market Rate 2023

Market Rate 2028

Note: The dark-colored bars show existing units, while the lighter bars show the unmet demand.
Source: MMA, Inc. 2023-2024 Analysis of Age-Restricted Housing Supply and Demand — State of Indiana (2024), 45



From INContext by the Indiana Business Center, Sept-Oct 2024

https://www.incontext.indiana.edu/2024/sept-oct/article2.asp
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Indianapolis MSA School Enrollment Change 2020-2050

Brown

Hamilton

enrollments will

from 2020-2050.

Indiana school

decline 5.40%

MSA families with school age children

will effectively consolidate into 5 counties,
putting additional pressure on their housing markets.

Hancock Hendricks Johnson
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Morgan

Shelby

Tipton



Moral of the story:
You can’t stop demographics.

The need for solutions for workforce &
affordable senior housing is clear.
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