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HOUSING AFFORDABILITY

There are two types of housing tenure, homeownership and rental. A single family house may be used
as a home by either the owner or rented to another household. This section provides an overview of
data and analysis for housing affordability, by tenure.

At the most basic level, housing is affordable when a family pays no more than 30% of their gross
income toward their rent or mortgage - including taxes and insurance. The analysis is done from the
perspective as a homeowner or renter. Households paying over 30% of their income toward their
housing costs are cost burdened and those paying over 50% are severely cost burdened.

Homeownership

The median sales price for a home sold in Westchester County in 2018 was $650,000, according to the
Hudson Gateway Multiple Listing Service (HGMLS). Certain assumptions must be made and standard
mortgage underwriting must be used to establish affordability for homeownership. The current
interest rate for a 30-year, fixed rate mortgage is 4.75%. The underwriting is also based on a 5% down
payment and a housing debt to income ratio of 28% and total debt to income ratio of 43%. Real estate,
school, county, tax and village tax rates are the most difficult element of the analysis. For purposes of
the county tax rate, this analysis uses the “all-in” tax rate published by the New York State Office of
Real Property Services, which is $29.76 per $1,000 of home value.

The underwriting and analysis begins with the median household income of Westchester County,
which is $89,968. A median valued home of $650,000 would have an annual tax bill of approximately
$19,345. Utilizing standard underwriting criteria a homebuyer would need an annual income of
approximately $235,000 to purchase a $650,000 home. A household earning the median income of
$89,968 has the financial capacity to purchase a home of $245,000, leaving a gap of $405,000.
According to the HGMLS, there were approximately 3,000 single-family homes active on the MLS in
February 2019, of which only 50 were priced at $245,000 or less. The availability of homes, which a
household earning the median income can afford, is staggeringly below the demand.

Westchester County Affordable Housing Needs Assessment Page 69 of 160



Archived File - May Not Be ADA Compliant

Countywide Affordability Matrix

Table 37 - Underwriting Scenario Single Family Homes

HUD Area Median Income ACS 2017
80% 100% Median
Annual Income $93,650 $117,100 $89,968
Monthly Income $7,804 $9,758 $7,497
Percentage of Income toward Housing Debt 28% 28% 28%
Affordable Housing Payment $2,185 $2,732 $2,099
Estimated Home and Private Mortgage Insurance 3278 $325 S271
Estimated Average Real Estate Taxes per Month $635 $635 $611
Affordable Mortgage Payment (30 yrs @ 4.75%) $1,264 $1,601 $1,214
Affordable Home Price Level $255,000 $323,000 $245,000
Down Payment of 5% $12,750 $16,150 $12,250
Affordable Home Mortgage $242,250 $306,850 $232,750
Median Price $650,000 $650,000 $650,000
Affordable Housing Price GAP (after 5% down) -$395,000 -$327,000 -$405,000

Annual Income needed for the purchase of a Median Priced Home = $235,000

The Actual Purchase: The homeowner affordability matrix above is underwritten with a 5% down
payment from the buyer. The underwriting also includes a monthly cost of Private Mortgage Insurance
(PMI), which is standard when the loan to value ratio is over 80%. Once the loan to value ratio falls
below 80%, PMI is removed. The more traditional mortgage is underwritten with a 20% down
payment. It is critical to understand that the out-of-pocket costs to purchase a home is a barrier in
itself to homeownership, especially in high price communities.

For example, the buyer of a median priced home of $650,000 would need $130,000 ($650,000 x 20%)
for the down payment if applying for a traditional loan. Additionally, the typical costs to close on a
home in New York State is approximately 6% of the purchase price. Therefore, the buyer of a $650,000
home would need an additional $39,000 ($650,000 x 6%) for closing costs. These underwriting
standards result in a total of $159,000 ($120,000 + $39,000) needed to purchase a median priced
home.

Under the scenario of a 5% down mortgage product — the buyer would need $32,500 ($650,000 x 5%)
plus the estimated closing costs of $39,000 for a total of $71,500. This is still a very large sum of
money, but is substantially lower than $159,000 needed with a 20% down payment.

Alternately, townhomes, condominiums and cooperatives offer some relief in sale price and may be
considered an affordable option for first-time buyers. These types of homes are typically far less
expensive to maintain and the taxes are much lower than a single family home. However, these types
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of housing units typically come with a monthly maintenance and/or homeowners’ association fee and
common charges. These are all elements of underwriting and an affordability analysis must be taken
into consideration before purchasing a home.

Finally, the purchase of a home also requires an analysis of other recurring debt such as a car loans,
personal loans, credit cards and of course student debt, which may have been incurred by either the
student or the parent. When accounting for other monthly debt, a typical lender allows no more than
43% of borrower’s gross income to be used to cover all housing costs (Principal, Interest, Taxes,
Insurances; PITI) and all other recurring debt.

Challenges to Home Ownership

There are additional challenges to homeownership beyond high median prices, high taxes and having
sufficient cash to close on a loan for the purchase of a home. A buyer must also have a solid credit
history to produce a credit score sufficient to be bankable. Today’s lenders are typically looking for a
credit score of at least 640.

The availability or inventory of homes is another part of the home buying equation. Currently the
inventory of homes for sale is very low and realtors are classifying today’s real estate market as a
“seller’s market”, which indicates there is less than 6 months’ worth of inventory. A “seller’s market”
places upward pressure on pricing, which results in difficulties for marginal buyers to purchase a home
as the competition is high and buyers must be ready to bid and close on the purchase very quickly.

An additional data set related to housing demand comes from The Housing Action Council (HAC), a
regional not-for-profit, community based organization that provides technical assistance to small
developers of affordable housing. Additionally, HAC develops affordable housing and provides
comprehensive home ownership. The HAC also has the responsibility of marketing the homes and
rental units and managing the lottery system to meet the requirements of the County’s Affirmative
Fair Housing Marketing Plan. Their data on housing demand is represented in the following graphic:

Persons applied after Total of lottery and
lottery (waiting list): waiting list:

961 2,221

Persons in the lottery:
1,260

Total number of appicants Total number of units in
reached to fill units: projects:

1,847 161

Average ration of applicants Average ratio of applicants
reviewed- number of units: reviewed- number of units:

(new construction projects with 3 or less (new construction projects with
units and existing properties) 4 or more units)

17:1 11:1
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