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Introduction

Across the nation, and particularly in Connecticut, many residents are feeling the
effects of the housing affordability crisis. Connecticut ranks among the top ten
states with the highest median income." It has one of the highest incomes per
capita in the country, and it is among the top five states for income inequality.? This
unequal distribution of wealth has made it more difficult for many residents to
keep up with rising home prices and rents, particularly for those on the lower end
of the income spectrum. Since the pandemicg, rising housing costs have made it
increasingly difficult for both homeowners and renters to afford adequate housing,
contributing to a decline in overall housing affordability.3

The cost burden rate is often used to evaluate housing affordability by illustrating
the relationship between how much a household earns and how much of its
income is spent on housing.* Housing is generally considered affordable when
occupants spend no more than 30 percent of their gross income on housing,
including utilities. In addition to home prices, other factors such as mortgage
interest rates and inadequate housing supply also contribute to the decline in
overall housing affordability in Connecticut.

The United Way's Asset Limited, Income Constrained, Employed (ALICE) report
defines cost of living as the minimum cost of achieving a given standard of living
over a given period, relative to the minimum cost of achieving the same standard
during a base period.> According to the report, housing costs in Connecticut
increased by up to 76% between 2007 and 2023, placing a growing financial strain
on households.® It also estimates that a family of four requires over $100K to cover
basic living costs, and that renters need to earn $35 an hour to afford a two-
bedroom apartment.” This highlights the growing affordability challenges
Connecticut residents face in maintaining a standard of living comparable to
previous decades.

As the cost of living continues to rise, many look back on previous decades with
nostalgia, believing life was much more affordable then. Gen Z and Millennials, in
particular, often express frustration over the difficulty of affording housing
compared to Baby Boomers, who were able to purchase homes at significantly
lower prices.® Although both home prices and median household incomes have
increased over the past several decades, it is not always clear to what extent these
patterns of growth kept pace with each other. By examining historical and current
housing affordability, this analysis seeks to better understand why obtaining
affordable housing has become increasingly difficult.
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Housing Affordability Through the Decades
1980s-1990s

Examining earlier decades provides important context for understanding how
housing affordability trends have evolved. The 1980s, in particular, were marked by
significant economic challenges that affected housing affordability. In 1980,
nationally, the median housing price was $68,000, the median income was $21,020,
and mortgage interest rates were exceptionally high, reaching nearly 19%.° In
addition, Connecticut had one of the highest homeownership price-to-income
ratios in the country at 2.9.'° Renters in 1980 also faced significant affordability
pressures, as the cost burden rate reached 35%, with more than half of these
experiencing severe cost burdens.'” The cost of living increased throughout the
1980s and continued to fluctuate for households. Despite high interest rates, it is
estimated that in 1980, Connecticut households spent 22.2% of their income on
housing.?

By the 1990s, Connecticut's median income had risen to approximately $49,547,
making it one of the highest in the nation compared to the national average."
During this period, rents in Connecticut averaged $764, while the median home
price in 1992 was $164,635.'* Nationally, the average mortgage interest rate was
around 7.44%."> Between 1990 and 2000, rental costs remained generally below
30% of household income, as only 36% of renter households in Connecticut were
considered cost-burdened.’® Nationally, during the 80s and 90s, an average of 38%
of renters were cost-burdened, and approximately 19% were severely cost-
burdened, spending more than 50% of their income on housing, according to the
Joint Center for Housing Studies.!”

Overall, the 1980s were characterized by substantial affordability challenges driven
by high mortgage interest rates, relatively low median incomes, and elevated price-
to-income ratios, which strained both homeowners and renters. Despite
comparatively lower home prices, high financing costs, and rising living expenses,
these factors contributed to widespread cost burdens, particularly among renters.
However, the 1990s experienced improved housing affordability as median
incomes rose, mortgage interest rates declined, and inflation stabilized. Although
home prices and rents continued to increase during this period, the combination of
higher earnings and lower borrowing costs allowed many households to better
manage housing costs.
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Early 2000s-2008

The early 2000s benefited from the economic stability of the 1990s, which helped
make housing more affordable. Nationally, homeownership increased from 64
percent in 1994 to 69 percent in 2004, driven by economic growth, comparatively
low interest rates, and expanded access to mortgage credit.'® In Connecticut, the
median household income was $55,100 in 2004, while the median home price was
$236,559, and the median gross rent was $811.'° Together, these conditions reflect
a period in which housing costs, while substantial, were generally attainable for a
broad share of households, helping to expand access to homeownership and
maintain relative rental stability. However, during the 2000s, the vast majority of
Americans saw their wages either stagnate or decline after inflation adjustment.?
Income stagnation during this period reflected widening income inequality and
persistently weak wage growth, even before the 2008 economic downturn.?!

In 2008, the housing market crash led to a significant decline in home values
nationwide, largely driven by risky mortgage lending practices, including subprime
loans. Private lenders issued subprime loans to borrowers with low credit scores
and a higher risk of default.?? These loans carried higher interest rates and fees to
compensate lenders for the increased risk. Many borrowers received loans despite
having credit profiles and income levels that would have classified them as high-
risk. 2% In addition, many existing homeowners refinanced their mortgages,
believing they were benefiting from lower interest rates. However, these
refinancing practices became unsustainable as economic conditions shifted. As
interest rates began to rise and the housing market slowed in the mid-2000s, the
2008 Financial Crisis ensued.?*

As households began to default on their loans and foreclosures increased,
residential construction declined, and the housing market entered a downturn as
the U.S. economy moved into a recession commonly referred to as the Great
Recession.?®> While the Great Recession was not caused solely by the housing
market, its collapse exposed underlying financial vulnerabilities. The recession’s
impact on the housing market led to higher cost burden rates and worsened access
to affordable housing.?®

By 2008, 28.8% of homeowners with a mortgage were cost-burdened, reflecting a
marked increase from the previous decade.?’ Renters faced even greater strain,
with 47% experiencing cost burdens by 2008, up from 38% in the 1990s.28 As
housing costs consumed a larger share of household income, many families were
unable to withstand these economic pressures, contributing to widespread wealth
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losses. Nearly a quarter of American families lost at least 75% of their wealth, while
more than half lost at least 25%, making this one of the most devastating financial
periods in modern history.?° High housing costs, combined with wealth losses and
broader economic stress, left a significant share of households in prolonged
financial instability in the aftermath of the 2008 financial crisis. Income growth for
many households stalled, and wage recovery remained slow.*

Household wealth showed a limited recovery following the Great Recession, with
losses persisting through 2011 and falling most heavily among lower-wealth
households, which contributed to a sharp rise in wealth inequality.3' This unequal
distribution of wealth further intensified housing affordability pressures, as income
stagnation left a growing number of households unable to keep pace with rising
living costs.

Recovery 2010-2019

The housing market began to slowly recover as the federal government
implemented regulations targeting risky lending practices. By 2016, home purchase
lending had begun to rebound. In that year, the median purchase price for a single-
family home was 214,000, and the median fixed mortgage rate was approximately
3.61%.32In 2016, the median monthly housing cost for homeowners in Connecticut
decreased from $2,068 in 2010 to $1,997.3% While monthly costs declined, the
combination of high home prices and the lingering economic effects of the Great
Recession suggests that homeownership remained a significant financial
commitment, even as affordability improved modestly compared to earlier years.3*

Declining homeowner costs and lower interest rates contributed to a reduction in
the share of homeowners experiencing housing cost burdens. However, the
proportion of cost-burdened renters did not decline. Prior to the Great Recession,
renter household incomes were already decreasing, particularly among low-income
earners, while median rent increased from $992 to $1,115.3> During this period,
51% of renters in Connecticut spent 30% or more of their household income on
housing, compared to 30.7% of homeowners. 3¢

In the years following the Great Recession, the share of renter households
experiencing housing cost burdens increased and remained significantly higher
than the share of cost-burdened homeowners nationwide.?” This persistent gap
reflects ongoing affordability challenges for renters relative to homeowners,
particularly given that renter household incomes were declining prior to the Great
Recession.3® To put this disparity in perspective, in 2017, homeowners in the
Hartford metro area earned an average of $72,600, while renters earned about half
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as much, at $36,600.%° As a result, while homeownership showed signs of recovery,
renters continued to face rising rents, and renter cost-burden rates remained
persistently high across Connecticut over the past decade.

2020-Present

Less than a decade after the housing market recovered from the 2008 crash, the
COVID-19 pandemic struck, bringing the world to a standstill. Efforts to curb the
virus led to widespread school and business closures, resulting in the loss of nearly
23 million jobs and triggering a recession from early 2020 through the end of
2022.40

The pandemic had a profound impact on Connecticut's housing market, fueling
demand as more people sought to buy homes. With limited inventory and rising
demand, home sales surged. In 2021, approximately 61,000 single-family homes
were sold, the highest number since 2008, according to the Connecticut Housing
Finance Authority.*" Additionally, the median sales price rose from $234,500 in 2019
to $310,000 in 2022, marking a 32% increase. Even as national housing markets
began to cool, Connecticut’'s home prices remained above the national average.

In the post-pandemic period, median household income rose to over $90,000, and
by July 2023, the median home price climbed to $430,000.%? This period was also
characterized by higher inflation than in 2020. In 2020, median household income
was estimated at $79,430, while the 2024 estimate reached $99,240.434

Although median household incomes have increased substantially since the
pandemic, home prices have risen much faster, widening the gap between earnings
and the cost of homeownership. The sharp escalation in home prices, combined
with higher inflation and elevated interest rates in the post-pandemic period, has
increased monthly housing costs, even for households with higher nominal
incomes.
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Data Overview

This section uses data from the American Community Survey to examine changes
in housing affordability trends. Because data prior to 2000 is limited, this analysis
uses reference points from 2003, 2015, and 2023 to examine changes in housing

costs for renters and homeowners with a mortgage. By comparing these changes
to median housing values, median incomes, and housing cost burdens over time,
the analysis provides a clearer picture of housing affordability in Connecticut.

Tracking changes in rent and mortgage costs reveals how quickly housing costs and
earnings are growing relative to one another. Because affordability depends on
whether income growth keeps pace with housing cost increases, examining
percentage change highlights whether households are gaining or losing purchasing
power in the housing market. Examining housing cost burden highlights how many
residents feel the impact of the housing affordability crisis, including those who
need a home but are stretched beyond their means. While these metrics provide a
snapshot of the housing landscape and offer deeper insights into Connecticut’s
housing affordability challenges, they do not, in totality, encapsulate all the other
factors that affect affordability, such as childcare, transportation, healthcare, and
education.

Figure 1: Median Rent in Connecticut
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The pattern shown in Figure 1 illustrates rising rents over a 20-year period. What
begins as a relatively moderate baseline evolves into a steep escalation over two
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decades. Rent rose 91% from 2003 to 2023; this steep upward trend suggests rents
were rising, making housing increasingly unaffordable.

Figure 2: Median Monthly Housing Cost for Connecticut Homeowners with a
Mortgage
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As shown in Figure 2, homeownership expenses rose over the two decades
examined, with monthly costs increasing noticeably by the mid-2010s and
continuing to climb thereafter. By 2015, these expenses were substantially higher
than in the early 2000s, and by 2023, they had increased by nearly 50 percent
relative to their initial level. Although household incomes grew over the same
period and helped absorb part of this increase, rising ownership costs may have
still placed financial strain on a segment of homeowners.
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Figure 3: Median Home Values in Connecticut
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Data on home values in Connecticut signal a steady increase in the financial
threshold for homeownership. As shown in Figure 3, prices climbed in the mid-
2010s and continued to accelerate in the years that followed, reaching roughly two-
thirds higher by 2023 than in the early 2000s. This upward trajectory suggests that
purchasing a home has become increasingly expensive over time. This could be
influenced in part by broader market conditions such as constrained housing
supply and rising prices across the economy.
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Figure 4: Median Household Income in Connecticut
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Household earnings in Connecticut increased gradually over the two decades
examined, as shown in Figure 4, rising through the mid-2010s and continuing
upward into the early 2020s. By 2023, incomes among homeowners with a
mortgage were substantially higher than in the early 2000s, reflecting growth of
more than 50 percent over the period. While these income gains helped offset
rising mortgage costs for homeowners, renters’ earnings did not increase at a pace
commensurate with the sharp rise in rents. As a result, renters faced growing
affordability pressures as housing costs absorbed a larger share of their income.
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Figure 5: Share of Connecticut Households Who Are Cost-Burdened
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The share of households experiencing housing cost burdens changed unevenly
across tenure types between 2015 and 2023. As shown in Figure 5, over this period,
the proportion of homeowners allocating more than 30 percent of their income to
housing declined, falling from 36 percent to 30 percent, indicating some
improvement in affordability relative to income. In contrast, the share of renters
facing cost burdens showed no comparable change, remaining at 53 percent
throughout the period. This persistence suggests that renters continued to
experience substantial financial pressure from housing costs, even as affordability
improved modestly for homeowners.
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Discussion
Income Stagnation vs Increasing Housing Costs (Examining the Data Charts)

A closer examination of changes in income and monthly housing costs across
Connecticut shows that the rate of increase in housing costs exceeds that of
income. Figure 6 below illustrates how housing costs in Connecticut have increased
far more rapidly than household income since 2003. While median household
income rose modestly, both rental costs and home values increased at substantially
faster rates. This reflects how the post-recession affordability slowdown became
apparent in the housing market by 2015, as median home values began to rebound
from the post-recession crash and even exceeded pre-recession levels. As shown in
Figure 4, while the median household income has increased over the decades, it did
not increase at the same rate as housing costs; it remained stagnant. As seen in
Figure 6, median home values in Connecticut rose nearly twice as much as median
income since 2003, reflecting the rising cost burden on homeowners and
prospective homebuyers.

Figure 6: Percent Change in Income vs Housing Cost from 2003
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These trends mirror broader national patterns, in which income growth for renter
households has trailed rent growth. Between 2001 and 2018, inflation-adjusted
rental costs increased by 13%, while renters’ income grew by less than 1%.4” In
Connecticut, as shown in Figure 6, median rent has increased nearly three times as
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fast as median household income since 2003, worsening housing affordability.
About a third of Connecticut residents rent, and of those, about half are cost-
burdened.®® Renters have faced rent increases nearly twice the rate of median
income growth. Although Connecticut maintains a relatively high minimum wage
compared to national averages, many lower-income households still struggle to
afford housing. Households would need to earn nearly twice the Connecticut
minimum wage to afford a standard two-bedroom apartment.*

Over time, the divergence between income and housing prices reinforces
affordability challenges and helps explain why rising income alone has not been
sufficient to improve housing access across the state. The housing affordability
challenges of today reflect a cumulative effect, which can help explain why median
rent and median home values did not increase at a consistent rate over time.

Renters

Connecticut's average rent exceeds the national average, making it one of the most
challenging states for renters and ranking 42nd among the 50 states.*® Across the
state, renters are increasingly feeling the effects of worsening affordability as
landlords continue to raise rents at accelerated rates. Nearly 34% of Connecticut
residents are renters, many of whom have experienced steep rent increases, with
reports of monthly rents rising from approximately $900 to $1,450 over just three
years, reflecting substantial financial strain.>' At its peak, rent growth in Connecticut
reached approximately 6 percent year over year, with areas such as the Norwich
metropolitan area experiencing rent increases of nearly 10 percent annually.
Although rent growth has recently slowed to around 3.1 percent, rental costs
remain elevated and continue to place pressure on renter households.>?

Rising rental costs have contributed to increasing housing insecurity and a growing
number of unhoused residents.> Prior to the pandemic, Connecticut experienced
declining rates of residents experiencing homelessness; however, these gains
reversed, with homelessness increasing by 13 percent in 2023 compared to 2021.>*

As housing insecurity has worsened, state-level interventions have become
increasingly critical in preventing further displacement and homelessness.
Connecticut’'s Rental Assistance Program (RAP) is the state’s primary housing
subsidy program for very-low-income households, providing financial assistance to
help eligible families afford housing.> RAP is a tenant-based assistance program in
which households must earn no more than 50 percent of the Area Median Income
to qualify. Participants may live anywhere in Connecticut, provided the housing unit
meets state and federal standards.
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Rental affordability remains constrained, in part, by the limited supply of low-cost
rental housing units. Nationally, nearly half of renter households live in multifamily
housing, underscoring the importance of this housing type in the rental market.>® In
Connecticut, the shortage of affordable multifamily housing is largely driven by
restrictive zoning policies, including widespread limitations on as-of-right land-use
regulations, which are frequently cited as major barriers to affordable housing
development. As-of-right zoning in Connecticut allows single-family homes to be
constructed without special approval from a town’s zoning commission. Only about
2% of land is zoned as of right for developments of four or more units.>’
Municipalities may deny multifamily zoning applications for a range of reasons,
including perceived conflicts with the “character of the community” or inadequate
infrastructure.®® It should be noted that municipalities often cite the need to build
or update infrastructure, such as sewers and public water connections, to
accommodate affordable multifamily developments in areas with low housing
stock. As a result, multifamily developments are denied at significantly higher rates
than single-family housing, further limiting the supply of affordable housing.

In response to these zoning constraints, Connecticut has enacted state-level
policies to increase affordable housing production. Laws such as the Affordable
Housing Land Use Appeals Procedure Act (8-30g) incentivize municipalities to
ensure that at least 10% of their housing stock is classified as affordable.”® When a
town falls below this 10% threshold, the statute provides a procedure for
developers to challenge town commissions’ denial of their applications for
affordable multifamily housing developments.®°

In Connecticut, housing affordability challenges are driven not only by rising costs
but also by zoning policies that prioritize single-family development, limiting the
availability of multifamily housing and reducing the supply of lower-cost rental
units. Together, slow income growth and restrictive zoning reinforce affordability
constraints by widening the gap between households’ earnings and the housing
options available to them.

Homeowners

Rising median home value and slower income growth have led to a stagnation in
the homeownership rate.®’ This is evident across the state, as Windham County's
(now known as the Southeastern Connecticut Council of Governments) housing
rate has fallen by about 1 percent, and Fairfield County's rate has dropped nearly
5%.52 These declining rates, along with rising downpayment costs and interest
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rates, create barriers to entry for households. In major cities across Connecticut,
residents now need to earn nearly twice their current income to afford a home.®

Homeownership has become less affordable, and, as with renters, this is due in
part to an inventory shortage, largely driven by permit restrictions that limit new
residential construction. Connecticut has one of the oldest housing stocks in the
country; only 1% of existing housing was built after 2020, constraining supply and
contributing to low vacancy rates across the state.®* This has led to a housing
shortage, where an estimated 100,000 units would need to be on the market (not a
production target, but a measure of unmet need) to alleviate it.%> Together, limited
housing production and rising costs continue to restrict access to affordable
homeownership.

The state offers several financial assistance programs to support homebuyers at
various stages of homeownership. The Down Payment Assistance Program (DAP)
helps first-time home buyers cover upfront costs by providing loans to assist with
down payments and closing costs.®® The Time to Own (TTO), another program for
first-time home buyers, is a forgivable down payment assistance initiative in which
10% of the principal balance is forgiven annually until the loan is fully forgiven after
10 years.®” In addition, resources such as the Pre-Foreclosure Prevention Program
and the Emergency Mortgage Assistance Program (EMAP) are designed to assist
homeowners at risk of losing their homes due to financial hardship.%®

Policy restrictions preventing the development of affordable multifamily units,
along with restrictive permits for single-family production, have led to a limited
supply of housing for renters and homeowners. Along with income constraints, this
has led to housing costs increasing over the decades and a growing financial strain
on families seeking affordability, but limited in their options.

Connecticut's lack of housing affordability disproportionately affects historically
marginalized communities. These disparities are closely tied to the state’s history of
exclusionary zoning practices, which are often rooted in areas shaped by redlining
and have contributed to the persistence of racial and economic segregation across
many Connecticut communities.®®As a result, access to affordable housing is
limited.
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Conclusion

Housing affordability in Connecticut has declined substantially over time. Today,
both rental costs and home prices have consistently outpaced income growth,
leaving a growing share of households cost-burdened and financially vulnerable.
Historical comparisons show that while the 1980s were marked by high mortgage
interest rates and affordability challenges, current housing pressures are more
persistent and widespread. Unlike earlier periods, today's affordability constraints
stem from a combination of rapidly rising housing prices, limited housing supply for
both renters and homeowners, stagnant wage growth, and structural barriers such
as restrictive zoning policies. Although median household incomes have increased
in nominal terms, these gains have not kept pace with the sharp escalation in rents
and home values, particularly since the COVID-19 pandemic. Broader economic
pressures, including rising costs for education, healthcare, and other essential
goods, further compound these housing affordability challenges.

Today's housing affordability crisis is the product of compounded policy effects,
including restrictive zoning regulations, limited as-of-right land-use provisions, and
permitting barriers that constrain the construction of both affordable multifamily
and single-family housing. Together, these policies have contributed to a restricted
housing supply and driven up costs, worsening affordability for renters and
prospective homeowners alike. Despite the mitigating aims of policies such as
Section 8-30g and RAP, they remain insufficient on their own to undo the long-term
harm inflicted by decades of exclusionary housing policy.

When housing challenges are described as systemic, this refers to the cumulative
impact of these policies, which have contributed to rising rents, increasing median
home values, and growing rates of housing insecurity and homelessness. While
recent initiatives, including expanded multifamily housing permits, increased
affordable housing development, and efforts to stabilize interest rates, mark
important progress, they only begin to address the magnitude of the issue.
Continued and coordinated policy action will be necessary to reverse longstanding
inequities and ensure that families across Connecticut have sustained access to
affordable housing.
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