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Owning a home is the essence of the American dream. But it’s an increasingly unaffordable 

one for many Americans, even as desire for homeownership remains steadfast.1 This 

has cascading social and economic effects: when people cannot afford homes, they delay 

marriage and have fewer children,2 suffer from more loneliness3 and financial instability 

throughout their lives,4 and are less involved in their communities.5 

A major contributor to rising home prices: not enough homes are being built.6 Since the 

Great Financial Crisis (GFC) single-family housing supply has not kept up with demand, 

lagging 1990s construction rates by 20 percent.7 This is occurring even as home prices 

continue to increase, signaling a shortage.8 Construction of starter homes is also down.9

This is happening around the country. While lower absolute sticker prices for single-family 

homes make “red” states appear less expensive than those in certain “blue” states, this is 

a mirage that does not account for lower salaries. After adjusting home prices for median 

incomes, red states have also become more unaffordable for residents over the last decade.10 

Single-family home price growth rate by political leaning, 2015-202511

Capital Crunch explores an underexamined factor that has contributed to America’s 

housing crisis: financing and capital markets. Due to a series of federal policy choices 

that began in the late 1970s and accelerated in the wake of the Great Financial Crisis, 

smaller homebuilders—generally speaking, any privately-held builder that makes under 

500 closings per year12—have had increasing difficulty accessing capital as the number 

of local financing sources has dwindled. Unlike for multifamily construction,13 there has 

not been substantial public funding to offset the financing gap for single family-home 

construction. As a result, the number of homebuilders has fallen since the Great Financial 

Crisis, and remains well below early 2000s levels.14 At the same time, publicly-traded 

SINGLE-FAMILY HOUSING INFLATION RATE BY STATE POLITICAL LEANING (2015-2025)
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homebuilders—who now lead every major regional market15—have apparently responded 

to Wall Street earnings expectations by hoarding land and establishing price floors for 

their homes, instead of building enough to meet demand.16 Although various other factors, 

such as construction costs and high interest rates,17 have also constrained homebuilding, 

this financing gap between smaller homebuilders and publicly traded national giants is a 

significant part of why, by some estimates, America is short nearly 4 million homes.18

Capital Crunch concludes with policy recommendations at the federal, state, and local 

levels to reinvigorate the housing construction industry, helping smaller homebuilders 

access capital, preventing large homebuilders and investors from hoarding land and homes, 

removing red tape that restricts construction of starter and manufactured homes, and 

strengthening fair competition.

How America’s Homebuilding Policies Shifted from 
Decentralized Abundance to Financialized Scarcity

1.	 New Deal Policies Boosted Single-Family Home Construction

New Deal policies encouraged and supported single-family home construction 

and ultimately home ownership. One key method: maintaining a robust network 

of community banks and savings and loan (S&L or thrift) associations,19 whose 

ownership was widely dispersed among community members and which were legally 

required to focus on channeling local deposits into financing for local homebuilders.20 

Under this decentralized finance system, there was broad credit availability, 

which supported nearly 100,000 homebuilders by the early 1970s.21 It supported a 

competitive and healthy market, providing an abundant supply of affordable homes.

2.	 Inflation Led Policymakers to Dismantle Crucial New Deal Housing Finance 

Supports

Following inflation in the 1970s, policymakers began dismantling this decentralized 

financing framework.22 Between 1977 and 1982, the number of homebuilders crashed 

by nearly 30 percent over a five-year period,23 likely to due to a combination of 

inflation and the policy responses to it. Chair of the Federal Reserve Paul Volcker 

increased the federal funds rate rapidly to a peak of 20% in 1981,24 without taking 

measures to target more speculative areas of the economy. In other words, the 

Federal Reserve could have made the cost of borrowing more expensive for 

speculative finance without hiking the price of borrowing as much for small 

businesses like homebuilders.25 Thrifts had become structurally insolvent because 
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they held many long-term loans at old, low-interest rates while having to borrow 

for short-terms at new, high-interest rates.26 Shortly before and after the Fed’s rate 

hikes, Congress—with the support of both Presidents Carter and Reagan—enacted 

laws in 1980 and 1982 that deregulated the thrifts, ostensibly to help them.27 But these 

reforms effectively removed the original purpose of encouraging home ownership 

and instead incentivized gambling-level risk and outright fraud, even as the Reagan 

administration slashed funding for oversight.28 As a result, insolvencies cut the 

number of thrifts in half within a decade.29 More broadly: between the 1940s and 

1960s, about the number of thrifts held steady at around 6,000.30 Today, there are 

less than 600.31 With each lost thrift, there were fewer financing options for local 

homebuilders.32 

3.	 With Less Local Lending, Large Homebuilders Turned to Capital Markets for 

Financing

Congress then overcorrected with legislation that abruptly reduced thrifts’ lending 

capacity by 85 percent and reduced their exposure to real estate.33 Regulators also 

sold failed thrifts to larger banks.34 At the same time, federal antitrust enforcers and 

bank regulators allowed the number of commercial banks to shrink by about one-

third due to mergers and acquisitions.35 Empirical research has shown that as banks 

grew, they became less likely to lend to small businesses.36

With fewer local lenders, “[t]he severe credit crunch forced [large] homebuilders to 

turn to Wall Street for capital” by going public and selling corporate bonds.37 Between 

1991 and 1993, 15 homebuilders went public.38 And already-public Lennar raised 

capital from Wall Street five times in the 1990s and 16 times just between 2000 and 

2006.39 In order to meet revenue and share price targets, large homebuilders spent 

the capital they raised on mergers and acquisitions to buy their way into appreciating 

markets.40 To the surprise of industry-funded academic researchers, publicly traded 

homebuilders did not achieve significant operational efficiencies of scale,41 and 

instead spent profits on geographic expansion and stock buybacks.42 

4.	 The Great Financial Crisis: Policymakers Abandoned Small Banks and 

Builders, While Rewarding Big Banks and Builders

As public homebuilders expanded, they developed integrated mortgage units. The top 

five homebuilders collectively earned nearly a billion dollars from financial services 

by 2003.43 In the early 2000s, after demand stimulated by low interest rates leveled 

off, some public homebuilders pressured their internal mortgage units to lower 

lending standards to boost the number of eligible homebuyers,44 a contributor to the 

housing bubble that led to the Great Financial Crisis.45 
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Even though prices recovered to pre-crash levels by 2013 and kept climbing—which 

should have attracted new entrants—housing starts still have not returned to typical 

levels or kept pace with population.46 Similarly, only a single-digit percentage of new 

homes are starter homes—half the rate of the early 2000s and far less than the 40 

percent share in the 1980s.47 

“I take real offense that my government is handing these big boys money to  

put me out of business.” 48—Kansas City–area homebuilder, 2009

After the GFC, policymakers prioritized stabilizing big banks49 and big businesses—

including the largest homebuilders—over local and small homebuilders.50 The 

Worker, Homeownership, and Business Assistance Act of 2009 created a tax credit 

that led corporations to claw back past tax payments from profitable years.51 Large 

homebuilders disproportionately benefited from the legislation, despite some having 

“very strong balance sheets.”52 Specifically, they “dump[ed] land and houses for 

artificially low prices to generate a loss for tax purposes” because (unlike smaller 

homebuilders) their debt was not secured by land,53 and then bought land in regions 

that were recovering more quickly,54 which small builders did not have the flexibility 

or financing to do. In total, the 13 largest builders received over $2 billion in tax 

refunds in a single year due to this policy choice.55 For example, PulteGroup received 

over $450 million in refunds despite having $1.5 billion in cash and equivalents on its 

balance sheet.56  

Small and local homebuilders, on the other hand, were “completely cut off” from 

credit by lenders, forcing many to file for bankruptcy.57 Around one-third of 

construction firms58 and hundreds of small banks59 went out of business due to the 

GFC. The overall number of homebuilders still has not recovered to early 2000s 

levels.60

5.	 Policy Choices Turned Single-Family Homes into Financial Assets for Wall 

Street

Even as policymakers allowed millions of Americans to lose their homes,61 Fed 

Chair Alan Greenspan touted programs to help creditors sell single-family homes 

to institutional investors for use as rentals,62 and the FHFA sold foreclosed homes in 

bulk to institutional investors63 instead of adjusting mortgages – like during the New 

Deal – to help families avoid foreclosure.64 

“Each distressed single-family liquidation creates [not only] a potential renter 

household” but also “a potential single-family rental unit.” For “the first time in history,” 

there is “an opportunity for institutions to own single-family rental properties as part of 

a larger asset allocation strategy.”65 – Morgan Stanley, 2011
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This transformed single-family homes into a financial asset class for institutional 

buyers.66 There are now nearly a dozen regional markets where investors have 

captured double-digit market share in single-family home rentals.67

6.	 Wall Street Demands for Industry Discipline Made a Bad Situation Worse  

Public homebuilders have enjoyed an average gross margin of nearly 22 percent 

over the past decade.68 Over that time, they adopted new strategies to meet earnings 

expectations, apparently focusing on maximizing price over volume, enabling them 

to boost profits. Wall Street analysts long criticized homebuilders for continuing to 

build before demand returned.69 Today, they cheer “disciplined production across the 

homebuilding sector” in their stock recommendations.70 Communications from public 

homebuilders to investors illustrate this shift. For example: 

	» 2015: D.R. Horton declared that it “actively control[s] the number of unsold, 

completed homes in inventory.”71 

	» 2016: Meritage Homes stated (about Phoenix) that the “volume is just not there 

and we’re not going to force the market by discounting our prices and taking a 

lower margin.”72

	» 2025: PulteGroup said it “balanc[es] price and pace with a bias towards price,” 

“result[ing] in gross margin being an important driver of our returns” and 

“prioritizing price and margin over volume” as it plans to build 1,000 fewer homes 

than it has capacity to for.73 (Notably, Bill Pulte, a grandson of the PulteGroup 

founder, served as a Board member from 2016-2020, and is currently Director of 

the FHFA)

Wall Street expectations can effectively shape business models across all publicly 

traded homebuilders, encouraging herd behavior that may impact even less-

concentrated markets. Moreover, online services with extensive market analytics may 

make coordination easier and faster at much lower levels of concentration.74 
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The number of new homes built per year has fallen as the largest 200 homebuilders 
have gained more influence over the market.75

A key part of this strategy appears to be wielding capital advantages to control land, 

through a privatized version of a practice called “land banking.”76 Since the GFC, they 

have mostly optioned land instead of buying it.77 As a result, public homebuilders 

have gained extensive control over land—about a million more lots now than in 

2020.78 Meanwhile, private homebuilders have more difficulty financing land deals, as 

banks prefer to focus on large-scale deals with public homebuilders instead.79 

“Big Homebuilders [sit] on 2 Million empty lots, A RECORD.”80 

– President Trump, Oct. 2025

Public homebuilders appear to strategically hold land off the market for years, 

releasing lots only when doing so would maximize stock prices rather than meet 

housing demand.81 The cost of land has increased at two and a half times the rate of 

labor and materials cost for the past decade.82 Most homebuilders cite land cost and 

availability among their biggest problems, suggesting that public homebuilders’ land 

banking has made it more difficult for others to build,83 forcing smaller homebuilders 

to pay premiums or wait longer for land access.84

7.	 High Interest Rates Enable Predatory Mortgage Prices That Threatens 

Smaller Builders 

Another major challenge for smaller homebuilders is that some public homebuilders 

offer mortgages through in-house units at several percent below market rates.85 They 

“sell their houses at higher prices with higher gross margins, while issuing bigger 



8AMERI C AN ECO N O MI C L IBERTIE S PROJEC T

mortgages with bigger origination fees and bigger resale values on the securitization 

market.”86 To compete, smaller homebuilders would need to set the sticker prices 

of new homes as much as 20 to 30 percent below prices set by larger homebuilders 

offering below-market mortgages.87 Ultimately, this can function like predatory 

pricing, driving smaller homebuilders out of the market. Large homebuilders also 

pressure suppliers to grant preferential terms,88 which can worsen the ability of 

smaller homebuilders to stay competitive, given cost inflation along the supply chain.

8.	 Other Market Segments May Also Have Some Impact on Supply 

Historically, new and existing homes were distinct market segments,89 but since the 

pandemic, they have converged90—likely because many people who would otherwise 

move are reluctant to swap low mortgage rates for the higher rates to finance the 

purchase of the next property.91

Manufactured homes also historically spread mass homeownership after World War 

II.92 Various anticompetitive laws and regulations added unnecessary expenses,93 as 

well as put manufactured homes in parks where owners do not own the underlying 

land, making them vulnerable to price hikes by institutional investors.94 This limits 

manufactured homes’ ability to fill market gaps.

A new factor constraining the supply of single-family homes is the development 

of “build-for-rent” (BFR) homes intended for investors.95 The share of BFR among 

single-family homes nearly doubled during the pandemic, from 5 percent in 2021 

to 9 percent in 2024.96 Top homebuilders also have build-for-rent business lines,97 

including Lenmar, the nation’s second-largest national homebuilder, which formed a 

partnership with Invitation Homes, the “nation’s largest single-family home leasing 

and management company.”98 And in 2025, a private equity firm launched the first 

dedicated securitization of single-family BFR homes.99

Policy Recommendations

Support and Expand Lending to Local Homebuilders

Congress should

	» Develop lending facilities for small homebuilders100 and ensure that any future 

economic rescue packages include small homebuilders and do not place them at a 

disadvantage relative to public homebuilders.101
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	» Target any expansion of tax credits in a manner that offsets the market power of 

larger homebuilders, mitigates risk for smaller homebuilders, and creates pathways 

to market entry for new homebuilders.102

	» Reform the failing bank exception that allows the largest banks to make 

acquisitions they would otherwise be barred from consummating; they should be 

able to buy failing banks only if there are no other bidders.103

	» Appropriate funds that federal agencies can administer for single-family home 

construction.104

	» Codify Federal Housing Finance Agency policy that requires Fannie Mae and 

Freddie Mac to charge uniform guarantee fees to all lenders,105 ensuring that 

small lenders can offer mortgage pricing that is competitive with larger lenders.106 

Codification is especially important in the event that Fannie Mae and Freddie Mac 

are removed from conservatorship of FHFA, because then they would be able to 

discontinue the guarantee fee parity policy, and charge smaller lenders higher fees 

than large lenders.107

Federal Agencies 

	» The Federal Reserve Bank should pursue its statutory mandate to regulate credit108 

by allocating it in a manner that restricts excessive financial speculation without 

harming single-family homebuilders and manufactured housing companies.109

	» The Department of Housing and Urban Development (HUD) should conduct a 

review of the Federal Housing Administration construction financing program to 

identify and remove barriers for manufactured home construction methods.110

	» The Federal Housing Finance Agency (FHFA) should review existing housing 

programs to promote the inclusion of smaller homebuilders.111

	» Fannie Mae should expand support for single-family home construction, especially 

by smaller homebuilders.112

	» The Federal Reserve, Federal Deposit Insurance Corporation (FDIC), and Office of 

the Comptroller of the Currency (OCC) should revitalize their merger oversight to 

preserve decentralized financing.113 

	» The Department of Justice’s Antitrust Division (DOJ ATR) should exercise its 

independent authority to block further bank mergers to address the consolidation 

of financing as well.114
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State and Local governments should

	» Issue bonds115 to establish revolving loan funds or other lending facilities for 

smaller homebuilders, administered through local or regional banks and credit 

unions.116 Revolving loans are funds that pay out loans and are later replenished, 

allowing for more loans to go to other borrowers.117

Adopt a Land-Value Tax to Discourage Land Hoarding

	» To address land hoarding, state and local policymakers should implement a land-

value tax, which bases property taxes on the underlying land values rather than 

the value of improvements added to the land.118 Taxing land instead of property 

removes disincentives to make improvements (such as building housing). 

	» Alternatively, policymakers could implement a land-hoarding tax by specifically 

taxing underdeveloped land above a certain threshold to disincentivize excessive 

land banking, which holds land off the market.119

Ban Corporate Ownership of Single-Family Homes and Mandate 
Divestiture

	» Congress and state legislatures should prohibit corporate and institutional 

investors from owning single-family homes and require them to divest their 

existing portfolios over time.120 

	» Congress should end tax breaks that facilitate ownership of large numbers of 

single-family homes and manufactured-home parks,121 and codify Fannie Mae and 

Freddie Mac policies not to lend to institutional investors buying single-family 

rental homes or manufactured home parks.122

	» The Securities and Exchange Commission (SEC) should stop postponing its 

implementation of the amendments to Form PF that would require private fund 

advisors to make high-level disclosures about real estate funds, and should 

consider further amendments to collect additional relevant information.123

	» The Federal Trade Commission (FTC), having already collected public comments 

on “large-scale single-family rental owner operators,” should proceed with a 6(b) 

study on the industry.124
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Enable More Scrutiny of Homebuilding M&A to Stop 
Concentration Trends 

	» Federal and state antitrust enforcers should use their existing authorities to 

scrutinize transactions that would exacerbate trends toward concentration.125

	» Congress should pass the Housing Acquisitions Review and Transparency (HART) 

Act (S.4620), which would require corporations and private equity firms that 

purchase large volumes of housing to report such transactions to federal antitrust 

enforcers.126

	» Congress should close loopholes in the Hart-Scott-Rodino (HSR) Act and its 

implementing regulations that exempt purchases of “raw land”127 and certain 

acquisitions of realty from reporting.128

	» Congress should lower HSR reporting thresholds and require reporting of serial 

acquisitions from participating parties.129

	» States that have not already done so should adopt “mini-HSR” legislation to ensure 

that they are informed about large deals that may impact residents.130

Reform Excessive Regulatory Barriers to Entry

	» State and local governments should reexamine zoning and permitting 

requirements and consider amending them to prevent dominant homebuilders 

from using regulatory complexity as a barrier to entry, while preserving 

legitimate regulatory protections that serve the public.131 Emerging research and 

successful reforms on the ground confirm, however, that regulatory reforms alone 

are insufficient, and should be paired with other measures, as discussed above.

	» This includes reforming both state and private regulations (including codes, 

covenants, and restrictions (CCRs) for homeowners’ associations (HOAs)) 

that specify minimum lot and house sizes.132 Banning or limiting minimum 

requirements could help fuel construction of starter homes and housing supply. 

	» State and local governments should revise or eliminate zoning requirements that 

have limited where manufactured homes can be located.

	» Congress should repeal requirements for manufactured homes to have a 

“permanent chassis” that turns them into mobile homes, and direct HUD to 

develop standardized codes to streamline manufactured home construction.133
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Investigate Supplier Price Discrimination Favoring Large 
Homebuilders

	» Federal and state law enforcers should investigate possible price discrimination 

claims under the Robinson-Patman Act, Section 5 of the FTC Act, Section 6(b) 

of the FTC Act, and other applicable laws to prevent large homebuilders from 

securing preferential terms unavailable to smaller competitors. This includes 

pricing on key inputs, such as lumber.

The history of homebuilding in the United States demonstrates how not just demand 

but also government policy and financial interests have shaped the housing industry, 

determining whether an adequate supply of homes will be available to buyers at 

reasonable prices.  Regulatory mistakes made in the wake of the Great Financial Crisis 

are a significant contributor to America’s current housing crisis. The result is millions of 

Americans who are either locked out of the home-buying market due to a lack of supply 

and resulting inflated prices, or rent-challenged, paying landlords significantly more  

than they can comfortably afford to keep a roof over their head. Policymakers need to 

address the challenges outlined in this paper to effectively confront and end the current 

shortages and price surges and restore a healthy balance to both the housing market  

and American life.
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51	  Specifically, the net operating loss carryback provision was extended from two to five years, such that “losses 
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The American Economic Liberties Project is a non-profit and non-partisan organization 
fighting against concentrated corporate power to secure economic liberty for all.  
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and individuals pay for the work we do.
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