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SECTION I.
Executive Summary

SECTION I.
Albany Housing Market Review—Executive
Summary
In early 2016, BBC Research & Consulting was engaged by the City of Albany Planning
Department to conduct a review of the city’s housing market. The primary purpose of the review
was to determine:
1. What is the current and future demand for legally non-conforming rental units within
formerly single family detached homes? Is the construction of newer rental
developments alleviating demand for those units?
2. What is the likely market demand for different types of housing (large single family
homes, attached homes, rentals) given changing demographics?
3. Does Albany have an affordability gap and, if so, which residents are most affected?

This Executive Summary contains the primary findings from the analysis. Sections II and III
provide supporting detail.

Demographic Drivers of Housing Demand










Albany is currently home to 98,500 people. After a population decline during the Great
Recession, the city has experienced modest population growth. Overall, between 2000 and
2014, the city grew by 2,900 people, an increase of about 3 percent. This equates to about
207 people per year.

About 10,000 of the city’s residents reside in some type of group setting. The majority—
about 7,600—live in college dorms. Another 2,000 live in nursing facilities or residential
treatment centers and about 250 reside in shelters for persons experiencing homelessness.

Census data suggest that most of Albany’s growth is internally generated. In-migrants are
mostly from other parts of the region. The vast majority of Albany residents—74 percent—
were born in the State of New York.
Population growth between 2000 and 2014 increased the city’s racial and ethnic diversity.
Residents identifying as non-White and Hispanic grew in numbers, while White NonHispanic residents declined. Because non-White, Hispanic households have larger
household sizes, this led to an increase in the city’s household size overall. Continued
growth in the household size could increase demand for larger, multi-bedroom homes and
apartments.
The city’s age distribution has shifted significantly since 2000. The proportion of residents
in their senior years grew from 13 to 19 percent. More striking is the decline of residents
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under age 35: According to the U.S. Census, 55 percent of the city’s residents were under
age 35 in 2000 compared to 34 percent today. The Census data do not contain information
on student status by age, so it is unclear how much of this decline is related to college
student preferences for living in Albany. However, given that college enrollment is generally
stable, the decline is likely related to fewer non-student young adults and children residing
in the city.
Albany’s households are equally split between families and persons living alone, each
making up 44 percent of households in the city. Fourteen percent of Albany’s households
are non-related individuals living as roommates. About one-fifth of households have
children living in the home.

The city’s poverty rate is relatively high at 29 percent (25 percent adjusted for the college
population). Income growth in the past 15 years has been strong for owners and modest for
renters.

Affordability Challenges

The median rent in Albany was $896 per month in 2014. The median rent increased 60 percent
from 2000, when it was $560 per month. Renters in Albany need to earn nearly $14,000 more in
2014 than in 2000 to afford this rent increase. In reality, renters’ incomes increased by about
$5,000 ($21,580 median income in 2000 v. $26,407 in 2014).

The median value of an owned home in Albany was estimated at $160,000 in 2014. This
compares with a 2000 median of $98,300 and is about the same increase as gross rent (62%).
Owners buying in 2014 have an advantage that renters do not, however: mortgage interest rates
are about half of what they were in 2000 and owners’ incomes increased five times as much as
renters’ did ($51,374 median income in 2000 v. $76,700 in 2014).

Almost half of the renters in Albany earn less than $25,000. These renters can only afford to pay
$625 per month in rent and utilities, making it challenging to find affordable rental units. Only 18
percent of the city’s rental units rent for less than $625/month. An estimated 6,600 renters in
Albany earn less than $25,000 per year and cannot find rental units affordable for them. These
renters are cost burdened, meaning they are paying more than 30 percent of their household
incomes (the industry standard for affordability) on rent and utilities.
Renters who are looking to buy in Albany can afford about one-fourth of the city’s homes for sale
once they earn $35,000. The most affordable of these units are likely in substandard condition,
making it challenging for prospective homeowners to receive a loan. Renters earning $50,000
would have more to choose from and could afford almost half of all homes. At $75,000, 80
percent of homes in Albany are affordable.

Affordability was also examined by employment industry. Workers in arts, entertainment,
recreation, food services and retail trade would have a difficult time finding a place to rent if they
live alone. These workers make up almost a quarter of the city’s workers. Workers in
educational service, health care and social services (nearly one-third of the city’s workers) could
afford about 40 percent of rental units and 20 percent of homes to buy. Workers in public
BBC RESEARCH & CONSULTING
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administration and professional and scientific fields, making up about one-fifth of the city’s
workers, have the easiest time finding affordable housing.

In general, the relatively low earnings of many professions in Albany make it difficult for oneearner households to afford to buy in the city, contributing to the demand for rental units.

Market Demand for Housing Types

Demand for homes and rental units is likely to resemble that of the past. New workers,
particularly younger, single households, will desire rental properties in the $850 to $1,300 price
range. This demand will be met through a combination of newer developments with amenities
and single family detached homes that have been converted into multi-unit properties.

New development may meet some—but certainly not all—of the demand for converted-home
apartment products. This is because the price points and amenities offered (old historic home in
residential setting v. fitness center and laundry) vary enough that they are likely perceived as
different products by renters.
Demand for ownership will decrease with a continued decline in residents under the age of 35
unless new jobs are filled with in-migrants who plan to be long-term residents and purchase
homes. Most seniors will age in place, creating demand for home health care services.

Projected growth in Albany is expected to be modest and will be driven by regional employment
growth and natural increase. If the city continues to grow at the same pace in the next 15 years
as it has since 2000, approximately 85 housing units will be needed each year to accommodate
new residents and maintain a functional vacancy rate (around 6%). If future growth more
closely resembles 2010-2014 growth, about 205 housing units will be needed annually. Much
slower growth—which is forecast by the regional planning commission—would require just 30
units annually.
The Albany region has recently been successful in growing industry-related private sector
employment opportunities in scientific and health care research. Future growth in high-paying
engineering and research scientist positions is expected and could total 3,000-4,000 jobs. If
successful, this would create significantly more demand for housing in Albany. If the city
captures one-fourth of residents filling these positions (an upper bound estimate), an additional
200 housing units will be needed annually to accommodate growth. A 10 percent capture would
create demand for fewer than 100 units.

Solutions for Meeting Housing Needs

Albany’s relatively high poverty rate—25 percent, after adjusting for college students—
contributes significantly to the gap in rental housing. Half of the city’s renter households earn
less than $25,000, yet just 18 percent of rental units are priced affordably for them.

Increasing the availability of rental units to address this gap requires significant subsidies,
usually federally-funded. Local programs that are commonly used to address the needs of low to
moderate income renters—e.g., inclusionary zoning requirements—seldom offer the deep
subsidies required to make the units affordable to poverty-level households. This is because
BBC RESEARCH & CONSULTING
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inclusionary zoning typically requires cross subsidies from market rate units. For that reason,
inclusionary housing programs are seldom used to create housing for very low income
populations unless additional financial subsidies can be provided.

The significant increases in the sales prices or rental rates of new rental units necessary to
provide the internal cross-subsidies for required affordable housing units may make them
uneconomic to develop in the Albany market, thereby slowing down (or stopping) both market
rate housing development and the inclusionary affordable housing units they were (in theory)
supposed to create. In addition, in a housing market like Albany’s—where population growth is
modest, a good share of rental demand is met through duplexes and fourplexes, and buying a
home may be more affordable than paying rent on a higher-priced unit—it would be difficult to
make multifamily developments with a deep subsidy requirement financially feasible.

Federally provided rental assistance—e.g., public housing, Housing Choice Vouchers and, to a
lesser extent, the Low Income Housing Tax Credit (LIHTC) program—is the primary source of
meeting the needs of poverty-level households. Federal dollars sometimes require additional
subsidies to meet the affordability levels required by such households. Layered subsidies and
partnerships are key. For example, underutilized or vacant land acquired by a public entity could
be contributed to an affordable housing land bank. The federal Community Development Block
Grant could be used to ready the property for development that incorporates a mix of incomes
and, potentially, has a master lease agreement with social service agencies looking to house
clients. Removing land from the cost equation and leveraging funding sources can help some of
the units get closer to the affordability levels needed to address the rental gap. These efforts
should be coupled with the removal of land use regulations and approval processes that create
impediments to rental development.
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SECTION II.
Demographic and Housing Profile

SECTION II.
Demographic and Housing Profile
This section begins with an overview of the demographic factors in Albany that drive housing
choice. It also discusses the primary characteristics of the housing market in the city.

Demographic Profile

Albany’s population, according to the 2014 American Community Survey (ACS) produced by the
U.S. Census Bureau, is 98,566. This compares to a 2000 population of 95,658.

Between 2000 and 2014, the city grew by 2,900 people, an increase of 3 percent or an average of
.2 percent per year. This equates to about 207 people per year. Since 2010, the city has grown
faster, adding an average of 416 people per year (overall growth of .7% between 2010 and
2014).

Census data suggest that most of Albany’s growth is internally generated. In-migrants are mostly
from other parts of the state. The vast majority of Albany residents—74 percent—were born in
the State of New York. Residents migrating to Albany from other states mostly came from the
South (6% of Albany residents were born in the South) or Northeast (4%). Eleven percent of
Albany residents are foreign-born, and about half are naturalized citizens of the U.S.
The Capital District Regional Planning Commission estimates the city’s population will crest at
99,040 in 2030 and then begin to decline very slightly. This is much slower growth than the city
has experienced in the past 15 years, particularly since 2010.

Household trends. According to the Census, fewer than half (44%) of Albany’s households are
made up of “family” households, defined as one or more individuals related by marriage or birth
living together. An equal proportion (44%) of Albany’s households are comprised of single
people living alone. Of these single residents, 11 percent are between the ages of 15 and 34; 20
percent are 35 to 64; and 12 percent are seniors. Fourteen percent of Albany’s households are
made up of non-related individuals living together.
One fourth of the city’s households are married couples; 19 percent are single heads of
household. About one-fifth of households have children living in the home.

Household size. According to the 2014 ACS, the average household size in Albany is 2.14

persons per housing unit. Average household size is smaller for renter (2.07 persons per unit)
than owner households (2.26 persons per unit).
Average household size has risen since 2000 when it averaged 2.11 persons per housing unit.
This is partially attributable to the growing non-White and Hispanic populations in the city,
which have larger household sizes on average. For example, the average household size of
BBC RESEARCH & CONSULTING
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households of Hispanic descent was 2.59 in 2010, compared to 1.91 for non-Hispanic
households.

Age. One-third of Albany’s residents are under the age of 25; 19 percent are seniors. Similar to

demographic trends nationwide, the city’s senior population has grown significantly since 2000,
when seniors made up 13 percent of the city’s population. The city’s under-35 population has
declined significantly: in 2000, 55 percent of residents were under the age of 35 compared to 34
percent now.

Income and poverty. The median income of households in Albany is $41,099. This compares
to $30,067 in 2000.

In 2000, the median income of Albany owners was $51,374. By 2014, this had risen to $76,700—
a $25,000 increase.
In 2000, the median income of Albany renters was $21,580. Median income of renters also
increased between 2000and 2014, yet much more modestly: the median income of Albany
renters in 2015 was $29,172, less than an $8,000 increase from 2000.

The U.S. Census estimates that 29 percent of Albany residents are below the poverty level, which
is roughly $25,000 for a family of four. This compares to 22 percent in 2000.

A recent research paper from the U.S. Census used 2009-2012 ACS data to examine the effect of
college students on a community’s poverty rate. The study estimated a 3.7 percentage point drop
in the Albany’s poverty rate after adjusting for the college student population.1 This would put
the current poverty rate at around 25 percent.

Employment. Albany’s economy is primarily made up institutional employment sectors

(government, higher education, health care). These sectors, although not entirely immune to
economic recessions, tend to have greater stability than many employment sectors (e.g.,
construction). Albany consistently posts unemployment rates below the nation and New York
State overall. These core industries pay moderate wages making it challenging for one-earner
households to afford to buy in Albany, as discussed in Section III.

The Albany region has recently been successful in growing industry-related private sector
employment opportunities in scientific and health care research. Future growth in high-paying,
engineering and research scientist positions is expected and could total 3,000-4,000 jobs.

Housing Profile

The 2014 ACS counted 48,460 housing units in Albany. Of these, 85 percent were occupied; 15
percent were vacant. The vacancy rate for owned units was estimated at 6.6 percent. The

1 http://www.census.gov/hhes/www/poverty/publications/bishaw.pdf
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vacancy rate for rental units was a lower 5.0 percent.2 The number of housing units in the city
has declined slightly since 2010, when the Census estimated a total of 49,263 units.
Most households in Albany rent: in 2014, 62 percent of households were renters, 38 percent
were homeowners. This is the same rate as in 2000.

Type of housing occupancy. One of the most unique features of Albany’s housing market is

the high proportion of residents who live in 2-4 unit homes. Figure II-1 shows where owners and
renters live by type of housing unit.
It is typical that owners are most likely to occupy single family detached homes (71% in Albany,
about the same as in the State of New York overall). Atypical is the proportion of owners who
occupy 2-4 unit homes (16%).
More striking is the proportion of renters who occupy 2- to 4-unit homes. These are the
predominant housing type for renters, with 55 percent of Albany renters occupying these units.
This compares with 18 percent in the U.S. and 27 percent in New York.
Figure II-1.
Type of Housing Occupied, City of Albany and New York, 2014

City of Albany
Single family detached home
Attached owner-occupied
(rowhome,
Attached owner-occupied
townhome)
(rowhome, townhome)

71%
6%
8%
3%

50+ unit apartment complex
Mobile home

55%
4%
23%
0%
13%
0%
0%

71%

1
2

16%

2-4 unit home
5-50 unit apartment complex

State of New York
10%

5
6

Renters

7%
3%
9%

3
4

Owners

27%
4%
33%
6%
26%
3%
1%

Source: 2014 American Community Survey.

2 The balance of the vacant units were not identified as for sale or rent.
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Housing cost. The 2014 ACS reported the median rent in Albany at $896 per month. To afford
this rent, a household would need to earn $36,000. Forty-five percent of Albany’s renters earn
enough to afford the median rent.

The median rent has increased 60 percent since 2000, when it was $560 per month. Renters in
Albany need to earn nearly $14,000 more in 2014 than in 2000 to afford this rent increase. In
reality, renters’ incomes increased by about $5,000 ($21,580 median income in 2000 v. $26,407
in 2014).

The median value of an owned home in Albany was estimated at $160,000 in 2014. This
compares with a 2000 median of $98,300 and is about the same increase as gross rent (62%).
Owners buying in 2014 have an advantage that renters do not, however: mortgage interest rates
are about half of what they were in 2000 and owners’ incomes increased five times as much as
renters’ did ($51,374 median income in 2000 v. $76,700 in 2014).

Future Growth

If the city continues to grow at the same pace in the next 15 years as it has since 2000,
approximately 85 housing units will be needed each year to accommodate new residents and
maintain a functional vacancy rate (around 6%). If future growth more closely resembles 20102014 growth, about 205 housing units will be needed annually. Much slower growth—which is
forecast by the regional planning commission—would require just 30 units annually.
Two recent market studies, focused on demand in the downtown area, have more aggressive
demand estimates.

Prior market studies. Two housing market studies have been conducted recently in Albany
(2011 and 2014); both focused on the downtown market area.

These studies examined the market demand for living in the Downtown Albany Study Area. The
2011 study found potential demand for 4,880 housing units in the downtown area. These units
were comprised of:





1,980 multifamily rental units;

1,160 multifamily units for sale (e.g., condominiums);

610 single family attached units (e.g., rowhomes, townhomes);

1,130 single family detached units at various price ranges (460 low range, 410 mid-range,
260 high range).

The 2014 update predicted that rental units could sustain prices of between $750 (low end) and
$2,850 per month (high end); multifamily attached for sale, between $165,000 and $285,000;
condominiums, between $300,000 and $600,000; and townhomes/rowhomes, between
$275,000 and $325,000.

BBC RESEARCH & CONSULTING

SECTION II, PAGE 4

SECTION III.
Market Gaps Analysis

SECTION III.
Market Gaps Analysis
This section examines how well the housing market in Albany serves the affordability needs of
households of various income levels. This is done through a data exercise called a “gaps
analysis.” The analysis compares the supply of housing at various price points to the number of
households who can afford such housing. If there are more housing units than households, the
market is “oversupplying” housing at that price range. Conversely, if there are too few units, the
market is “undersupplying” housing.
This section uses the results of the gaps analysis to answer the following questions:
1.

How easy is it for renters to find units in their affordability range?

2.

How easy is it for renters who want to be homeowners to buy in Albany?

3.

What can workers of primary employers in the city afford?

Rental Gaps
This section first examines how well the cost of rental units in Albany aligns with what renters
can afford. It then examines ownership opportunities for renters wanting to buy.

Mismatch in rental market. Figure III-1compares the number of renter households in Albany
as of 2014, their income levels, the maximum monthly rent they could afford and the number of
units in the market that were affordable to them. The “Rental Gap” column shows the difference
between the number of renter households and the number of rental units affordable. Negative
numbers (in parentheses) indicate a shortage of units at the specific income range; positive units
indicate an excess of units.
Figure III-1.
Mismatch in Rental Market, City of Albany, 2014

Income Range

Maximum
Affordable Rent,
Including Utilities

Less than $5,000
$5,000 to $9,999
$10,000 to $14,999
$15,000 to $19,999
$20,000 to $24,999
$25,000 to $34,999
$35,000 to $49,999
$50,000 to $74,999
$75,000 or more
Total/Rental Gap

$125
$250
$375
$500
$625
$875
$1,250
$1,875
$1,875+

Renters

Rental Units

Number

Percent

Number

Percent

1,735
2,729
3,177
2,471
1,419
2,666
3,800
3,558
4,220

7%
11%
12%
10%
6%
10%
15%
14%
16%

20
1,117
1,412
1,285
1,106
7,694
11,884
1,889
784

0%
4%
5%
5%
4%
28%
44%
7%
3%

25,775

100%

27,190

100%

Rental Gap
(1,715)
(1,612)
(1,765)
(1,186)
(313)
5,029
8,084
(1,669)
(3,437)

Source: 2014 American Community Survey and BBC Research & Consulting.
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The gaps analysis in Figure III-1 shows that:


18 percent of Albany renters earn less than $10,000 per year. These renters need units that
cost less than $250 per month, including utilities, to avoid being cost burdened. Just 4
percent of rental units in the city rent cost less than $250/month with utilities.
More specifically:
 1,735 renters earn less than $5,000 per year. According to the 2014 Census
survey, only 20 rental units are priced at their affordability range (less than
$125/month). This leaves a “gap,” or shortage, of 1,715 units for renters earning
less than $5,000 per year.
 Another 2,729 earn between $5,000 and $10,000 per year. These households
have 1,117 affordable units to choose from, leaving a shortage of 1,612 rental
units.



Rental unit shortages also exist for renters earning between $10,000 and $15,000 per year
(3,177 renters v. 1,412 units = gap of 1,765 units) and those earning between $15,000 and
$20,000 per year (2,471 renters and 1,285 units = gap of 1,186 units).



A modest gap exists for renters earning between $20,000 and $25,000 per year (1,419
renters v. 1,106 units = gap of 313 units).

Altogether, the city has a shortage of 6,591 rental units priced for renters earning less than
$25,000 per year.
Rental gaps exist when the pricing of rental units does not match up with the income
distribution of renters. For example, in Albany, 72 percent of all rental units are priced between
$625 and $1,250 per month—this is the range that renters earning between $25,000 and
$50,000 per year could afford. Most of these (44 percent) are affordable to households earning
between $35,000 and $50,000. Yet, only 15 percent of Albany’s renters fall in this income range.
It is important to note that these renters are not homeless. Those renters who cannot find
affordably priced rentals are living in units that cost more than they can afford. These
households are “cost burdened.” This gaps model suggests that about 26 percent of Albany’s
renters are cost burdened. The Census estimates a higher proportion—about 51 percent. The
difference is in the way the gaps model treats renters (assumes all in the income range can pay
the same rent). In reality, the proportion of cost burdened renters is likely higher than what the
gaps model estimates.
Who are the renters who struggle to pay their rent? Some of these renters are students.1 These
households are also working residents earning low wages, residents who are unemployed and
residents who are disabled and cannot work.

1 Data limitations make it difficult to separate out renters who are students and may receive assistance paying rent from

parents, student loans and/or other non-income sources.
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The rental gaps analysis can help answer questions about demand for rental properties at
certain price points—i.e., whether construction of new, larger rental developments will alleviate
demand for single family detached homes that have been converted into non-conforming multiunit properties.
A review of rental units listed online and the rental market data discussed in Section II suggests
that the newer developments in larger complexes with amenities are renting for between $200
and $400 more than studios and 1-bedroom units located in converted homes. These are,
therefore, very different products and price points. The newer developments fall within the
pricing band of most rental units in the city ($875 to $1,250), where supply is the highest.
Although there has been some shift in preferences toward the newer development, these units
are unlikely to replace the converted-home apartment products, which make up a significant
share of rental units.

Gaps in the For Sale Market
In this analysis, the affordability model compared the distribution of renters at various income
levels with the proportion of units in the market that they could afford to buy.
The maximum affordable home prices shown in Figure III-2 on the last page assume a 30-year
mortgage with a 10 percent down payment and an interest rate of 4 percent. The estimates also
incorporate property taxes, insurance and utilities—assumed to collectively account for 45
percent of the monthly mortgage payment, mostly representative of the city’s property taxes.
The “Renter Purchase Gap” column in Figure III-2 shows the difference between the proportion
of renter households and the proportion of homes in 2014 that were affordable to them.
Conversely, positive—especially large positive—percentages suggest that there are many homes
available for renters in that income range.
Two measures of home prices were used for the homeownership gaps: 1) home values from the
2014 ACS, which is indicative of the entire market of owned homes in the city, and 2) listings of
single family detached homes that were for sale in January 2016.
The first comparison, based on all home values in Albany, shows a market that is very affordable
to renters once they earn more $35,000. At this income level, nearly one-quarter of homes in the
city are affordable. Renters earning $50,000 could afford almost half of all homes. At $75,000, 80
percent of homes in Albany are affordable.
The gaps analysis based on actual MLS listings shows the market to be more affordable, with
one-fifth of homes for sale affordable to renters earning $25,000.2 Many of these homes are in
foreclosure, however, and in need of significant repair and maintenance. It is unlikely that a
$25,000-income household could get loan approval to buy such a home.

2 The Census data appear to underestimate the number of homes that are in foreclosure and priced to sell

quickly.
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Both gaps analyses show that renters earning more than $35,000—and especially $75,000—
should have a broad selection of homes to choose from in Albany if they are considering
homeownership.
The MLS data used in the comparison above reflect single family detached homes only. In
addition to these homes (about 420 total in the end of January), rowhomes, townhomes,
duplexes and triplexes were for sale. These attached products added another 40 homes to the for
sale inventory.
Some of these products were formerly single family homes, modified into multi-unit homes and
priced ($200,000) and marketed as investor properties to be rented. The ownership gaps
analysis above was completed without these properties to determine if there was an
affordability gap in single family detached homes which could be met by conversions of the
multi-unit homes back into single family detached properties. The gaps analysis demonstrates
that demand for such conversions is likely very small, except in very highly desirable
neighborhoods where conversions offer the only alternative to affordable single family detached
homes. This is because there are ample detached single family homes in this price range in the
city.

What Can Workers Afford?
Figure III-3 below shows the median earnings for Albany workers 16 years and older by
industry and what percentage of rental units and homes are affordable to them. This figure
assumes a one-earner household (i.e., the affordability estimates are based on one occupational
salary) and is therefore a conservative estimate, as many households have more than one earner.
As the exercise demonstrates, workers in arts, entertainment, recreation, food services and retail
trade would have a difficult time finding a place to rent if they live alone. These workers make up
almost a quarter of the city’s workers. Workers in educational service, health care and social
services (nearly one-third of the city’s workers) could afford about 40 percent of rental units and
20 percent of homes to buy. Workers in public administration and professional and scientific
fields, making up about one-fifth of the city’s workers, have the easiest time finding affordable
housing.
In general, the relatively low earnings of many professions in Albany make it difficult for oneearner households to afford to buy and, less so, to rent in the city
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Figure III-2.
Market Options for Renters Wanting to Buy, City of Albany, 2014 and January 2016

Income Range
Less than $5,000
$5,000 to $9,999
$10,000 to $14,999
$15,000 to $19,999
$20,000 to $24,999
$25,000 to $34,999
$35,000 to $49,999
$50,000 to $74,999
$75,000 or more
Note:

Renters who
want to buy:
Maximum
Affordable
Home Price

Percent of
all Renters

$16,001
$32,001
$47,998
$63,999
$79,999
$112,000
$160,002
$240,004
$240,008

7%
11%
12%
10%
6%
10%
15%
14%
16%

MLS
Listings,
Home values 2014, Cumulative January
Percent of
Census
2016
Number Percent Values, 2014 Percent

451
741
741
2,011
3,280
4,758
2,951

0%
0%
3%
5%
5%
13%
22%
32%
20%

0%
0%
3%
8%
13%
26%
48%
80%
100%

9%
2%
2%
4%
4%
6%
20%
27%
26%

Cumulative
Percent of
MLS Listings,
January 2016
9%
12%
14%
17%
22%
28%
47%
74%
100%

Renter
Purchase Renter
Gap,
Purchase
Census Gap, MLS
-7%
-11%
-9%
-5%
-1%
3%
7%
18%
3%

3%
1%
1%
8%
16%
17%
33%
60%
84%

Maximum affordable home price is based on a 30 year mortgage with a 10 percent down payment and an interest rate of 4.0%. Property taxes, insurance and utilities are assumed to collectively account for 55% of the monthly payment.

Source: 2014 American Community Survey and BBC Research & Consulting.

Figure III-3.
Median Earnings by Occupation and Percent of Rental and Ownership Units Affordable, 2014

Occupation
Agriculture, forestry, fishing and hunting, and mining
Arts, entertainment, recreation, accommodations and food services
Retail trade
Administrative and support services
Educational services, health care and social assistance
Construction
Transportation, warehousing, and utilities
Manufacturing
Information/technology
Finance and insurance, real estate, rental and leasing
Wholesale trade
Public administration
Professional, scientific, and technical services
Note:

Median
earnings

% of workers
in industry

13,977
14,592
16,702
26,037
32,457
34,468
36,188
36,898
39,596
40,999
41,071
50,914
52,264

1%
12%
12%
4%
31%
3%
3%
4%
2%
6%
1%
12%
9%

% of rental units
affordable
9%
9%
11%
21%
39%
45%
50%
52%
60%
64%
64%
90%
91%

% of homes to
buy affordable
3%
3%
6%
13%
21%
23%
25%
27%
30%
32%
32%
48%
50%

Maximum affordable home price is based on a 30 year mortgage with a 10 percent down payment and an interest rate of 4.0%. Property taxes, insurance and utilities are assumed to collectively account for 55% of the monthly payment.

Source: 2014 American Community Survey and BBC Research & Consulting.
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MEMORANDUM
To:
From:
Re:
Date:

City of Albany Staff; Clarion Associates

Mehgie Tabar and Heidi Aggeler, BBC Research & Consulting (BBC)
Supplement to Albany Market Analysis
August 19, 2016

This memo supplements the housing market analysis performed by BBC in early 2016. The
purpose of this memo is to report the findings of an exercise that examined the financial
feasibility of inclusionary housing products in Albany. It begins with a brief overview of housing
market conditions in the city.

Overview of Current Market Conditions

The median rent in Albany was $896 per month in 2014. The median rent increased 60 percent
from 2000, when it was $560. Assuming rent growth remains consistent, the median rent in
2016 would be $944 per month. This number includes all types of rental units in Albany (older
units, smaller units); newer developments would command higher rents. A brief rental survey of
market rate rents for newer institutional product (defined as professionally managed apartment
buildings of 50+ units) found rents to be higher, at around $1,300 per month.

The median income for Albany was $41,099 in 2014. To afford the projected current median
rent of $944 per month, an individual would need to earn $37,760. To rent a unit in a new
institutional building, an individual would have to make at least $52,000. These new units would
not be priced to meet the gap between incomes and rents in the current market; this gap occurs
for renters earning $25,000 and less. As such, in order for affordable housing to be developed,
significant subsidies are required.
During the course of the market study, inclusionary housing was suggested as a possible
strategy for addressing the rental gap in Albany. Inclusionary zoning is commonly used in high
cost cities to address the needs of low to moderate income renters, yet it typically falls short of
providing housing for extremely low to very low income renters. To better understand if
inclusionary zoning would address the needs of extremely low income renters in Albany, BBC
assessed a variety of scenarios using a new Inclusionary Calculator. This memorandum reports
the findings from that exercise.
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Inclusionary Housing Scenarios
BBC used Cornerstone Partnership’s Inclusionary Calculator to create multiple scenarios to
determine feasibility of a development in Albany, where the affordable units target households
who earn 30 percent of the Area Median Income (AMI), roughly $24,000 for a family of four.1

The Inclusionary Calculator examines the costs of development, financing, affordability and
potential incentives that can occur in a residential development with an affordable component.
The calculator allows various inputs that reflect conditions of the market examined. Figure 1
show the assumptions used in the Albany exercise.
Figure 1.
Assumptions used in the Inclusionary Calculator
Assumptions
Soft Costs
Impact Fees (per unit)
Other Soft Costs (as % of hard costs)

$10,000
20%

Hard Costs
Construction Cost (SqFt)
On & Off-Site Improvements
Parking Ratio
Parking Cost Per Space
Other Soft Costs (as % of hard costs)

$110
$75,000
1:1.5
$20,000
20%

Affordability
Affordable Units
Primary AMI Level
Financing
Construction Loan Interest Rate
Period of Initial Loan (Months)
Initial Construction Loan Fee (Points)
Average Outstanding Balance
Loan to Cost Ratio

10%
30%
5.0%
36
2.00%
60.00%
70.00%

Profitability
Cap Rate
Required Profit (% of development costs)

6.50%
10%

Operating
Vacancy Rate
Operating Costs (% of Revenue)

5.00%
35%

Source: Cornerstone Partnership Inclusionary Calculator and BBC Research & Consulting

1 http://www.affordableownership.org/inclusionary-housing/inclusionary-housing-calculator-tool/. The 30 percent AMI is

based on data that HUD provides annually and is a regional measure.
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These assumptions were our “best guess” of the costs of the average multifamily development in
Albany. The assumptions used in the calculator were either given by Cornerstone Partnership or
estimated through research and knowledge of the market. Impact fees were determined through
the City of Albany’s development fee schedule, but could vary depending on the size and design
of the project. The affordability component remained the same throughout all scenarios because
of the current need in Albany, which requires more affordable housing for individuals making
less than 30 percent of AMI. To model the affordable unit requirements of inclusionary housing
in soft to moderate markets, all development scenarios use a 10 percent requirement.
Another important part of the calculator that determined feasibility when using various
scenarios was the number of units, unit sizes and rent prices. Through the market rental survey,
BBC collected current rental prices and unit types for institutional apartment buildings. Both the
rents and unit sizes were used to determine the most comparable unit mix for each scenario. To
make each scenario feasible, unit sizes were kept relatively small and rents were in line with the
average institutional rents. Each scenario included studio, one bedroom, two bedroom and three
bedroom units with varying unit counts. Studios were set at 550 square feet and $970 per
month. One bedroom units were set at 725 square feet and $1,175 per month. Two bedroom
units were set at 1,000 square feet and $1,500 per month. And lastly, three bedroom units were
set at 1,150 square feet and $1,680 per month, for an overall average of $1,331 per month
across all unit types.
Hard costs used in the scenarios were estimated from the most recent Quarterly Construction
Cost Report (2Q16) published by Rider Levett Bucknall. Across all cities studied in the report,
multifamily residential construction costs had a low of $128 and a high of $254, on average. The
locations used to estimate building costs in the market were top tier cities (e.g., New York, San
Francisco, Boston, Chicago); therefore construction costs in Albany will be closer to the low of
$128 or less. Each scenario uses a construction cost of $110.
In BBC’s housing market study, future growth in Albany suggests a need of 85 housing units per
year to accommodate new residents and maintain a functional vacancy. Therefore, the
maximum number of units used in the development scenarios is 85. Both profits and feasibility
improve with more units because of economies of scale, yet the actual number of units the
Albany market can absorb may be less than 85, depending on other planned and proposed
developments. The first two scenarios use 85 total units, while the third scenario uses 50 to
better understand the effect of unit counts on a development.
Figure 2 shows the three scenarios used in the Inclusionary Calculator and the financial
outcomes.
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Figure 2.
Various Development Scenarios
Development Scenario

Scenario 1

Scenario 2

Scenario 3

Building
# of Studios

10

10

6

# of 1BDs

30

30

18

# of 2BDs

30

30

18

15
85
876
12%

15
85
876
12%

8
50
871
12%

$250,000
1.6

$0
1.6

$0
1.0

0

0

$2,597

1.21
53
$197,233
$16,764,800
-$4,216,276
-25%
$12,548,524
$0

1.21
53
$192,527
$16,364,800
-$3,816,276
-23%
$12,548,524
$0

1.14
50
$192,627
$9,631,342
-$221,136
-2%
$9,410,206
$0

# of 3BDs
Total # of Units (with density bonus)
Weighted Average Unit Size (SqFt)
Common Area (%)
Land
Land Cost Per Acre
Site Area (Acres)
Incentives
Annual Tax Abatement Per Unit
Outcome
Floor Area Ratio
Units Per Acre
Development Cost Per Unit
Total Cost
Profit ($)
Profit (%)
Project Value
Value Capture Opportunity

Source: Cornerstone Partnership Inclusionary Calculator by BBC Research & Consulting

Scenario 1 and 2 have the same amount of total units and site area, but differ in land costs.
Scenario 2 examines the outcome of a land donation. Despite this form of subsidy, the outcome
of scenario 2 only varies slightly form scenario 1 (profits of -23% vs. -25%). The negligible
difference between the first two scenarios highlights the minimal impact land costs have on
these developments, largely because land is inexpensive in Albany, and the need for additional
subsidies to create feasibility. Therefore, scenario 3 takes a step further and considers zero land
costs, smaller development size, and a significant annual tax abatement. The incentives from tax
abatement for this project are worth $2 million, but the affordable housing component reduces
development profits by $1.4 million. Scenario 3 would cost $9.6 million to build but would only
be worth $9.4 million (a value of $3 million less than the other two scenarios). Despite not
benefiting from economies of scale and experiencing a loss in profits, scenario 3 is the only
project that comes close to breaking even.
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Keys to Financial Feasibility
The scenario exercises above were modeled using the “soft” market option in the Inclusionary
Calculator, which is currently reflective of Albany. In a soft market scenario, the following
subsidies are the most critical to create financial feasibility. That is, the most sensitive
assumptions—and opportunities where cities can most effectively facilitate affordable housing
development—include:






Reduced parking requirements. The calculator is very sensitive to the magnitude of
parking costs.

Scale. Larger developments achieve greater economies of scale in development costs—yet
demand may not exist for large developments. Smaller developments will require
incentives that larger developments do not.

Tax abatements. In scenario 3, these were critical to making the project close to financially
feasible.

Until demand for rental housing in Albany is stronger, the city may want to consider other,
“lower impact” alternatives to meeting housing demand. The administrative burdens of
inclusionary housing programs can be large and may not be justified in a low demand
environment. A regional trust fund approach, perhaps a collaboration with area employers, that
makes funds available for both tenant based rental assistance and mixed income rental housing
construction, may be a less costly and more effective alternative.

