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Two Housing Conversations



Housing prices must fall.

Housing prices cannot be allowed to fall.



Pre-Great Depression Housing

ÅLocal Banks

Å50% Down Payment

ÅInterest Only Loan

Å5-year Term w/ Balloon Payment

Home Value

Mortgage Amount





Great Depression Home Value Decline

Home Value

Mortgage Amount

New Home Value

New Mortgage Amount



Great Depression Home Value Decline

What you owe.
What the bank will 

lend you.



Great Depression Home Value Decline

You need this much cash! 





New Deal Housing 
Initiatives

ÅGovernment purchase of mortgages in 
default

ÅRefinancing over 20 years

ÅLower interest rates

ÅPrinciple + Interest

ÅCreate a secondary market for 30-year 
mortgages (Fannie Mae)

ÅLower down payments to 20%

ÅProvide mortgage insurance



ñWere the war to end suddenlyé.there 
would be ushered in the greatest period of 
unemployment and industrial dislocation 
which any economy has ever faced.ò

-Paul Samuelson





Make it easier for more people to 
borrow more money to pay more

for housing.



This was wildly successful!
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This was wildly successful!
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Case Shiller Home Price Index
January 1945 to December 2007

S&L Bubble

Second Inflation Bubble

Subprime Bubble

First Inflation Bubble



These are Financial Products
(secondarily, they serve as shelter)



What is the product?



Who is the product?
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Case Shiller Home Price Index
January 1945 to December 2022

S&L Bubble

SecondInflation Bubble

Subprime Bubble

Housing Recovery?

FirstInflation Bubble



Making it easier for more people to 
borrow more money to pay more 

for housing is not the answer.



Making it easier for more people to 
borrow more money to pay more 

for housing is not the answer.



Making it easier for more people to 
borrow more money to pay more 

for housing is not the answer.



Making it easier for more people to 
borrow more money to pay more

for housing is not the answer.





These are Financial Products
(secondarily, they serve as shelter)



Distribution of Investment Capital for Housing



Accessory Apartment



Backyard Cottage
(Not an ADU)



Starter House
(Not a Tiny House)



How to Escape the 
Housing Trap

1. Code Reform

2. Incremental Developers

3. Localize Finance

















Housing Reform
The most boring revolution.




