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Housing is both an economic good and 
a social foundation. It determines where 
people work, how communities grow, and 
how families build wealth. Yet in the United 
States, affordability has become elusive for 
millions. Since 2000, rents have grown faster 
than incomes.  The shortfall of affordable 
units has widened into a structural deficit 
that shapes labor markets and household 
finances alike.

For many institutional investors, affordable 
housing occupies a unique intersection of 
market and mission. It is driven by structural 
demand, underpinned by public policy, and 
characterized by relatively steady income 
streams. Unlike traditional real estate, its 
economics depend as much on regulation 
and subsidy as on location and design. 
Understanding this interplay is essential 
for evaluating risk, performance, and 
opportunity.

Key Takeaways
	› Affordable housing demand is structurally durable, 

not cyclical. Decades of rent growth outpacing 

renter incomes have created a demand profile that 

has persisted across economic cycles. Households 

at the lower end of the market typically have 

limited ability to adjust consumption, resulting in 

consistently higher occupancy and lower turnover 

even during downturns.

	› Most investable opportunities lie in preservation 

rather than new supply. Aging rental stock, 

expiring affordability covenants, and significant 

deferred maintenance have created a large and 

growing preservation opportunity. Acquisition 

and rehabilitation of existing affordable and 

essential housing typically offer faster execution, 

lower risk, and greater scalability than ground-up 

development.

	› Returns are driven by income stability and 

operations, not rent growth. Regulatory rent caps 

limit upside from pricing, shifting the return profile 

toward current income and operational efficiency. 

Long-term performance depends on maintaining 

occupancy, controlling expenses, managing 

compliance, and extending asset life through 

targeted capital investment.

	› Public policy is not a tailwind or headwind, but 

a core asset feature. Federal programs such as 

Low-Income Housing Tax Credit (“LIHTC”) and 

Section 8 are fundamental to project feasibility and 

cash flow stability. State and local policy variation 

meaningfully affects risk, timelines, and returns, 

making manager expertise and jurisdictional 

selection critical.

	› Affordable housing functions as a defensive real 

estate allocation. Historical evidence shows lower 

NOI volatility, higher occupancy, smaller drawdowns 

during crises, and quicker recovery relative to 

market-rate multifamily. These characteristics 

position affordable housing as a capital-preserving, 

income-oriented complement within diversified 

institutional real estate portfolios.
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The Need for Affordable Housing
A Deep and Persistent Imbalance

Nearly half of all US renter households, about 22.6 

million, are housing cost burdened (see Figure 1), 

meaning that they spend more than 30% of income on 

rent and utilities.1 A key reason for this is an imbalance 

between the supply and demand for affordable housing. 

The shortage of affordable housing is structural, and 

indeed appears to be growing worse. Between 2013 and 

2023, the number of units renting for under $1,000 per 

month (adjusted for inflation) fell by 7.6 million. In the 

same decade, units renting above $2,000 nearly tripled.2

While apartment buildings are commonly categorized as 

Class A, B, or C, there is no universal definition of these 

classifications, and the labels are determined relative to 

local market conditions. In general, Class A properties 

are newer, professionally managed buildings with 

modern finishes and extensive amenities, commanding 

the highest rents in a market. Class B properties are 

typically older but well maintained, with functional 

amenities and mid-tier rent levels. Class C properties 

are usually the oldest stock, often built before 1980, 

with limited amenities and lower rents, and may require 

capital improvements. These categories are inherently 

relative and can vary across metropolitan areas.

By contrast, grouping rental housing by affordability, 

such as affordable or essential housing (“EH”) units 

versus higher-rent units, focuses primarily on the 

relationship between rents and household income. 

While this framework also reflects factors such as 

property age, amenities, and building quality, it is applied 

more consistently across markets because it anchors 

classification to income thresholds rather than local rent 

hierarchies.  

Figure 1 

Renter Cost 
Burdens, 2001–
2023

Source: “America’s Rental 

Housing 2024”, Harvard JCHS, 

2024 and The State of the 

Nation’s Housing 2025, Harvard 

JCHS 2025. 

Moderately (severely) cost-burdened households spend 30–50% (more than 50%) of income on rent and utilities. Households with zero 

or negative income are assumed to be burdened, while households that are not required to pay rent are assumed to be unburdened. 

HUD defines a household that spends more than 30% of its income on housing as burdened, and more than 50% as extremely burdened.
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Higher rent housing accounts for only approximately 

30% of the US apartment market, but is by far the fastest 

growing component, both new build and refurbishment/

demo and rebuild of lower quality apartments. Essential 

Housing properties account for roughly 70% of the 

apartment market, and the supply of these properties is 

growing at a much slower pace (see Figure 2). Typically, 

when institutional capital invests in the apartment market, 

it tends to remove units from the affordable inventory 

and move them to a higher pricing point via value-add 

strategies (e.g., renovating them and renting them at a 

higher price). While completions of multifamily apartments 

reached a four-decade high of 600,000 units in 2024, most 

were high-end apartments. Only a fraction of apartments 

targeted low- or moderate-income tenants.3 

The gap between the number of renter households 

that are moderately or severely cost-burdened and 

the number of affordable housing units is large and 

persistent. (see Figure 3).

This  gap leads to lower turnover among tenants relative 

to higher rent properties, as affordable housing tenants 

have fewer options (i.e., there are not enough units to 

satiate demand, and very few are able to consider home 

ownership).

Figure 2
Rolling 3-Year US 
Apartment Supply

Source: Costar, AEW Research.
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Figure 3
Total Essential 
Housing Apartment 
Inventory and 
Moderate & Severely 
Cost-Burdened 
Renter Households

Source: Costar, AEW Research, 

US Census Bureau, JCHS 

tabulations of US Census 

Bureau, American Community 

Survey 1-Year Estimates.  

Essential Housing or EH  

apartment units are typically 

considered affordable housing. 

This includes a substantial 

amount of naturally occurring 

affordable housing (NOAH). 

Per JCHS: Estimates for 2020 

are omitted because of data 

collection issues experienced 

during the pandemic.
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Rents Outpacing Wages   

Real median rents have increased 21% cumulatively since 

2001, while real renter incomes rose just 2% (see Figure 

4). Thus, adjusted for inflation, the income for the median 

renter has fallen further behind the median rent over the 

last couple of decades, a factor that supports the lower 

turnover in affordable housing tenants. The divergence 

underpins a demand profile that is effectively non-cyclical: 

renters cannot simply “trade down” when they are already 

at the bottom of the market.

Geographic Variation

Affordability challenges are widespread but uneven. 

California, Florida, and New York exceed 50% cost-

burdened renter shares, while several Midwestern states 

remain below 40% (see Figure 5).4 High land costs, 

restrictive zoning, and population growth have driven the 

disparity.

Figure 4 

Growth in 
Inflation-Adjusted 
Median Rent vs. 
Median Renter 
Income

Source: “America’s Rental 

Housing 2024”, Harvard JCHS, 

2024. Indexed to 100 in 2001 

and adjusted for inflation. 

Reflects average annualized 

growth in inflation-adjusted 

median rent and median renter 

income.

Source: AEW Research, Harvard 

Joint Center for Housing Studies, 

State of the Nations Housing, 

2020, www.jchs.harvard.edu. All 

rights reserved. 

Figure 5 

Percent of Renter 
Households that 
are Cost Burdened  
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Deteriorating Stock and Deferred Maintenance

The median US rental unit is 44 years old, highlighting 

the advanced age of much of the country’s rental 

housing supply.5 As a result, deferred maintenance, which 

represents necessary repairs or upgrades that have been 

postponed, has accumulated to an estimated $50 billion 

nationwide.6 This backlog includes safety improvements, 

energy efficiency upgrades, and general upkeep that, 

if left unaddressed, can lead to deteriorating living 

conditions, code violations, and even displacement of 

tenants.

Small buildings, typically those with 2 to 19 units, form 

the backbone of naturally occurring affordable housing 

(“NOAH”) in many communities. These properties are 

less likely to benefit from the investment or economies 

of scale enjoyed by bigger complexes. Owners of small 

buildings often lack access to the capital needed to fund 

major renovations, making it difficult to address deferred 

maintenance or update units to modern standards. This 

capital constraint can lead to a cycle of decline, where 

units become less habitable and may eventually exit the 

affordable housing supply altogether.

Therefore, rehabilitation of the aging rental stock 

may represent both a social necessity and a financial 

opportunity. Investing in repairs and upgrades can 

preserve affordable units, improve tenant quality of life, 

and prevent further loss of affordable housing. From 

a financial perspective, strategic rehabilitation can 

enhance property values, reduce operating costs through 

improved efficiency, and help meet growing demand for 

affordable rental options.

The Policy Framework: Incentives 
and Supports
Federal Architecture

Affordable housing economics are rooted in federal 

programs that blend public subsidies with private capital. 

These primarily take the form of tax credits and vouchers.

Created in 1986, the LIHTC finances about 90% of new 

affordable rental units nationwide. Developers receive 

tax credits allocated by state agencies and sell them 

to investors (usually banks, insurance companies, 

and community development financial institutions) in 

exchange for equity in the project. This equity is often 

enough to replace or reduce debt and allow for rents to 

be below market levels.7 These credits come in two forms:

	› 9% credits: awarded competitively typically for new 

construction or substantial rehab.

	› 4% credits: paired with tax-exempt bonds, commonly 

used for preservation.

The 9% credits cover a much larger share of a project’s 

cost. The 9% LIHTC subsidizes approximately 70% of a 

project’s eligible development costs. They are reserved 

mostly for new construction and major rehabilitation and 

are awarded through a highly competitive process (e.g., 

state-run lotteries/scoring).

The 4% LIHTC subsidizes approximately 30% of eligible 

costs and must be paired with tax-exempt bonds. They 

are much easier to obtain, but less generous.

In both cases, projects must typically remain affordable 

for 30 years, often longer under state rules.8 More than 

3.6 million units have been built via the LIHTC program 

through 2025 (see Figure 6), though 325,000 face 

expiring affordability covenants by decade’s end.9 For 

investors, LIHTC equity typically yields low- to mid-single-

digit annual returns, essentially functioning like long-

duration fixed income.

Figure 6 

LIHTC Units by Decade (Millions)

Source: US Department of Housing and Urban Development (HUD), Low-Income Housing Tax 

Credit (LIHTC) Database.
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Section 8 Housing Choice Vouchers support 

approximately 2.3 million households across the US.10   

These vouchers are a core federal subsidy program 

designed to make housing affordable for low-income 

individuals and families. Under this program, eligible 

tenants contribute roughly 30% of their adjusted income 

toward rent, while the federal government pays the 

remaining amount directly to the landlord, up to a local 

fair-market rent cap established by the US Department of 

Housing and Urban Development (HUD). 

In addition to tenant-based vouchers, the Section 8 

program also includes project-based contracts. Unlike 

tenant-based vouchers, which follow the individual, 

project-based Section 8 contracts are attached to specific 

properties. These vouchers often span 20 years or more, 

thereby increasing the stability of rental income for 

property owners, which can make affordable housing 

developments more financially viable. 

Many developers of LIHTC properties strategically layer 

project-based Section 8 contracts on top of tax credit 

equity. This practice enhances income certainty for the 

property, reduces financial risk, and can help secure 

financing by demonstrating reliable cash flow over the life 

of the contract. The integration of Section 8 vouchers and 

project-based contracts into LIHTC projects has become 

a common practice in the industry, helping to maximize 

the impact of limited public resources and ensuring long-

term affordability for some of the nation’s most vulnerable 

residents.

State and Local Layers

Many states have a housing finance agency that plays a 

central role in supporting affordable housing development 

through the allocation of federal (LIHTC) credits. These 

credits are distributed according to each state’s Qualified 

Allocation Plan (QAP), which is a detailed framework 

that prioritizes how these tax credits are awarded. QAPs 

often reflect local policy goals, such as increasing access 

to public transportation, supporting deep affordability 

for extremely low-income households, or incentivizing 

development in rural or underserved areas. As a result, 

the scoring criteria within a QAP can vary by state and 

significantly influence which projects receive funding.

Local governments add another layer of support and 

regulation that affects the feasibility and attractiveness 

of affordable housing projects. Through zoning policies, 

municipalities can permit higher densities, mixed-use 

developments, or accessory dwelling units, thereby 

making it easier to build more units on a given site. 

Density bonuses, which allow developers to build beyond 

typical zoning limits in exchange for including affordable 

units, are a powerful incentive. Additionally, localities 

may offer tax abatements (e.g., temporary reductions 

or exemptions from property taxes) to improve project 

economics, or support bond financing that provides 

access to lower-cost capital. Housing trust funds, usually 

funded by dedicated local revenue sources, can supply 

gap financing for projects. Linkage fees (i.e., charges on 

market-rate developments) can also generate funds for 

affordable housing initiatives.

States and municipalities collectively issue about  

$17 billion in multifamily bonds annually.11 These tax-

exempt bonds expand the capacity for affordable housing 

development beyond what federal programs alone can 

achieve. Multifamily bonds are typically paired with 

4% LIHTC credits, making them a key mechanism for 

preserving and producing affordable units, especially 

where federal resources are limited.

The integration of Section 8 

vouchers and project-based 

contracts into LIHTC projects has 

become a common practice in 

the industry, helping to maximize 

the impact of limited public 

resources and ensuring long-

term affordability for some of the 

nation’s most vulnerable residents.
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Performance and  
Investment Strategies
Opportunity Set

Apartment properties consistently generate the highest 

transaction volume of any major commercial real estate 

sector in the US. This has been true for more than a decade, 

and it remains true even amid recent interest-rate volatility. 

The transaction volume for apartment properties varies by 

year, including notable downturns during the dot-com bust, 

Global Financial Crisis, COVID pandemic, and most recent 

period of rising interest rates (see Figure 7). 

Source: AEW Research, MSCI RCA; Within 2025, the fourth quarter data is preliminary.

Figure 7
Annual Apartment 
Transaction 
Volume

During the past few quarters, total US apartment 

transaction volume has moved back to levels observed 

from 2016 to 2019.12 As investors rotate capital out of other 

property types, such as office, apartment buildings are 

benefiting due to resilient and long-term demand drivers, 

moderating new supply, and a shortage and lack of 

affordability of single-family homes.

Affordable and essential housing apartment properties 

tend to transact at much lower average deal sizes (often 

$10 million or less) and higher average cap rates than 

higher rent properties.

An additional affordable housing option is manufactured 

housing. Manufactured housing refers to housing units 

that are pre-fabricated in factories and then shipped 

to an installation location. Manufactured housing is an 

important source of unsubsidized affordable housing for 

an estimated 17 million residents.13 The national occupancy 

level was 94.9% as of June 30, 2025, and occupancy has 

remained stable since approaching 95% in early 2024.14  

While manufactured housing is cheaper by as much as 

65% in comparison to an equivalent site-built home, zoning 

laws often prevent manufactured homes from being 

placed in single family home neighborhoods.15 In addition, 

procuring financing to purchase the manufactured home 

can be challenging in addition to purchasing the plot of 

land. While there are manufactured housing communities 

which will rent the home and/or the land site in addition 

to providing utility hookups, many of these types of 

communities are located in rural areas.16 An additional 

challenge can be the quality of the structure itself. 

Manufactured housing units are more likely to be classified 

as physically inadequate under HUD’s housing adequacy 

standards, reflecting higher incidences of structural or 

system deficiencies that can increase  susceptibility to 

damage from weather or other environmental hazards.17 
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Historical Stability

Occupancy rates for affordable and essential housing 

have consistently been both more stable and higher than 

those for higher rent multifamily properties (see Figure 

8). During the Global Financial Crisis, COVID pandemic, 

and the recent period of high inflation, essential housing 

units had higher occupancy than higher rent units. 

The resiliency of affordable housing has been shown 

during the major crises of the past few decades. During 

the real estate downturn of 2008-2010 that accompanied 

the GFC, affordable assets saw less than 2% declines in net 

operating income (NOI) vs. 6% to 8% declines for market-

rate peers. During the COVID pandemic, rent collection 

rebounded swiftly after federal assistance programs.18 

Long-term rent growth in the sector has been moderate 

but steady, typically 1% to 3% annually and slightly 

above the rate of inflation, with minimal declines during 

recessions. Income typically accounts for roughly 70% to 

80% of total return.19 These dynamics explain the sector’s 

reputation as a defensive allocation within institutional 

real estate portfolios.

New Build versus Acquisition and Preservation

Meketa’s observation is that most institutional strategies 

focus on acquiring and preserving existing affordable 

housing, not building new supply.   New construction 

represents a smaller (but important) share of institutional 

activity because it is slower, riskier, costlier, and far more 

dependent on scarce LIHTC allocations.

Managers tend to emphasize acquisition and preservation 

for several reasons. First, it is far less capital-intensive 

and much faster to execute. New multifamily development 

faces long permitting timelines, high construction costs, 

and zoning constraints, especially in high-cost metros 

where the perceived need is greatest.20 In contrast, 

existing essential housing and those locally considered 

to be class B/C properties typically offer immediate cash 

flow and can often be stabilized quickly, delivering higher 

risk-adjusted returns than new development.

Second, the stock of affordable units is aging and in need 

of rehab. There is an estimated $51.5 billion backlog of 

capital repairs in the existing rental stock, and nearly 4 

million units have significant physical deficiencies.21 There 

are also many NOAH properties that often have expiring 

affordability, deferred maintenance, and are at risk of 

being purchased by value-add operators (who would 

likely raise rents after rehab). This creates a large value-

add / preservation opportunity, both using 4% LIHTC and 

tax-exempt bonds to recapitalize older buildings and 

rehabilitating older NOAH properties.

Third, LIHTC allocations are scarce for new construction. 

The 9% LIHTC is highly oversubscribed in nearly every 

state. The 9% credits are often necessary to generate 

attractive prospective returns for development of most 

ground-up affordable housing. Hence the amount of 

capital committed to new build is constrained by the 

supply of 9% LIHTC.

Fourth, preservation of existing units meets the social 

goal of many investors by preventing the loss of 

affordability. More than 325,000 LIHTC properties will 

reach the end of their affordability periods between 2024 

and 2029.22 Owners of these aging properties often need 

recapitalization, which asset managers can provide. 

Preservation is often less risky and at least as socially 

impactful relative to new development because it helps 

prevent displacement.

Finally, existing inventory has extremely high occupancy, 

with very low turnover.23 This creates predictable income, 

which aligns well with many institutional portfolios.

Figure 8 

Average Stabilized Apartment Occupancy Rate

Source: Costar, AEW Research.
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Still, some managers seek to develop new affordable 

housing. This is most common when managers can 

secure competitive LIHTC allocations (especially 9%). This 

is usually done in partnership with nonprofit developers, 

community development financial institutions (CDFIs), 

and local housing authorities. In addition, these managers 

may be able to obtain attractive (and often temporary) 

financing from public agencies, such as “soft loans,”24 tax 

abatements, and project-based vouchers.

In addition, some managers seek to provide what they 

consider “workforce housing” that fills a market gap 

between traditional affordable housing and market 

rate rents. This segment (typically 80% to 120% of area 

median income) generally cannot access LIHTC, so some 

managers seek to build mid-scale, modest apartments 

with cheaper construction, simplified amenities, 

and density incentives.25 But overall, the volume of 

institutionally built workforce housing is small relative to 

preservation strategies.

Performance  

Unfortunately, there is not a complete data set comparing 

returns for affordable housing to the broader multifamily 

sector. There is some data available, but it is fragmented, 

often proprietary, and usually comes as snapshots or 

studies rather than a standardized, long-term series.

However, studies of LIHTC and other subsidized properties 

generally find lower default rates and more stable cash 

flows than for conventional multifamily.26 The available 

data suggest that affordable and workforce housing 

deliver high single-digit total returns on average, with a 

greater share from current income and less from capital 

appreciation compared with the broader multifamily 

sector (see Figure 10).

In downturns, occupancy and NOI in affordable housing 

tend to be more resilient than higher rent units, but 

upside in boom periods is more limited due to rent caps 

and regulatory constraints.

Strategy

Target Income  

(% AMI)

Illustrative  

Net IRR

Strategy  

Mix Key Risks

New Construction 

(9% LIHTC)
≤60 4–6% 10–20% 

Cost overruns, allocation delays, tax 

credit allocation risks

Rehabilitation / Preservation 

(4% LIHTC)
≤80 6–8% 60–75%

Regulatory compliance risks, asset 

aging, recapitalization risks

Workforce Housing 

(80–120% AMI)
80–120 7–10% 20–30%

 Market rent sensitivity, operating 

cost inflation

Figure 9 
Illustrative Affordable 
Housing Strategies 
and Characteristics

Sources: AEW (2021); Fannie 

Mae (2024); Bridge Investment 

Group (2023). AMI refers to area 

median income. The illustrative 

IRRs shown are hypothetical and 

are provided for educational 

and informational purposes only. 

These figures are not based on 

any specific investment, do not 

reflect actual performance results, 

and should not be interpreted 

as projections, forecasts, or 

assurances of future performance.

Figure 10 
Multi-family 
Returns

Source: PREA Research, “Can 

Investors Afford to Ignore 

Affordability? The Investment 

Characteristics of Affordable 

Housing”, PREA Quarterly, 

Summer 2024. The “most 

affordable” segment had an 

average quarterly return of 

1.64% from Q1 2008 to Q1 2024 

compared to 1.42% for “mid-

market” and 1.06% for the “least 

affordable” properties. -15%
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Implementation
Institutional exposure to affordable housing is 

primarily through closed-end funds and programmatic 

partnerships (e.g., co-investments or separate accounts). 

Most affordable housing strategies, including LIHTC, 

preservation, and workforce housing development, are 

structurally suited to closed-end private-equity-style 

funds, usually with 10- to 15-year terms.

Return targets for affordable housing funds tend to vary 

based on strategy. Income-oriented strategies, such as 

preservation of units via rehab, tend to be in the 5% to 

8% (net) range. Value-add strategies that take on more 

operational or construction risk tend to have higher 

return targets, anywhere from 8% to 14% net.  Leverage 

levels in affordable housing are almost always lower than 

in conventional value-add multifamily strategies.

Because rents are typically capped by regulation or 

mission goals, managers cannot rely on rent hikes as 

the main driver of upside. Instead, they tend to use 

strategies that improve operations, efficiency, occupancy, 

compliance, and long-term asset quality. Increasing 

occupancy and reducing turnover is often the largest 

source of NOI growth in affordable housing. Value-add 

in affordable housing is typically focused on functional 

and energy upgrades, not amenities. For example, 

environmentally sustainable improvements (i.e., “green 

upgrades”) may deliver material operational savings, 

longer building life, higher quality of living for residents, 

and better financing terms (e.g., via Fannie Mae or Freddie 

Mac programs).

Investor Considerations
Affordable housing investments are subject to a complex 

web of federal, state, and local regulations designed to 

ensure the properties serve their intended populations. 

Compliance with these rules often requires significant 

administrative oversight, regular reporting, and ongoing 

documentation, all of which contribute to elevated 

operational costs. This complexity can pose barriers 

to entry for new investors and demands experienced 

management teams to avoid costly mistakes or 

penalties.

Investments in affordable housing typically require long-

term commitments, often ranging from 10 to 30 years, 

due to restrictions tied to government programs and 

incentive structures. During this period, investors may 

have limited options to sell or exit their positions, resulting 

in lower liquidity compared to other real estate asset 

classes. This illiquidity makes affordable housing more 

suitable for investors with long investment horizons and 

less need for short-term capital access.

Affordable housing projects often rely on government 

agencies for funding, oversight, and compliance 

monitoring. The effectiveness and efficiency of these 

projects can be heavily influenced by the administrative 

capacity of these agencies. Delays, errors, or changes 

in agency processes can impact project timelines, 

funding, and compliance, adding a layer of uncertainty to 

affordable housing investments.

Managing affordable housing assets is operationally 

intensive due to the need for ongoing compliance, tenant 

qualification, and property maintenance. Experience in 

affordable housing is essential to help managers navigate 

the regulatory landscape, maintain high occupancy, and 

ensure project success. The need for such expertise can 

increase operational costs but is critical to achieving 

targeted returns and minimizing risk.

Conclusion
Affordable housing investment stands out as a resilient 

and mission-driven asset class, potentially offering 

investors the opportunity to achieve stable returns 

while addressing a critical societal need. The sector’s 

regulatory complexity, operational demands, and long-

term commitment requirements create barriers to 

entry but also may  foster a more durable and less 

speculative investment environment. As demand for 

affordable and workforce housing continues to outpace 

supply, particularly in high-cost urban areas, institutional 

capital can play a meaningful role in closing the gap and 

supporting community stability.

Despite the challenges inherent in navigating the intricate 

landscape of compliance, government partnerships, 
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and operational management, experienced investors 

can potentially unlock value by focusing on operational 

efficiency, tenant retention, and sustainable property 

improvements. The relatively lower leverage, capped 

rents, and emphasis on energy and functional upgrades 

contribute to a risk profile characterized by lower volatility 

and strong downside protection. These factors make 

affordable housing particularly appealing for investors 

prioritizing income, capital preservation, and long-term 

impact.

Looking forward, the success of affordable housing 

investment will hinge on continued innovation in policy 

and construction, effective public-private collaboration, 

and the expertise of management teams capable of 

navigating evolving regulatory frameworks. While the 

sector may not offer outsized returns, it provides a 

unique combination of steady yield, social benefit, and 

resilience across economic cycles. For institutions willing 

to commit long-term capital and embrace operational 

complexity, investments in affordable housing may 

represent a unique role in a diversified real estate 

portfolio, particularly where investment objectives include 

exposure to housing-related strategies and social impact 

considerations.  
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End Notes
1 �   Source: Harvard JCHS, America’s Rental Housing 2024.

2 �  Source: Harvard JCHS, The State of the Nation’s Housing 2025.

3 �  Source: Harvard JCHS, The State of the Nation’s Housing 2025.

4 �  Source: Harvard JCHS, America’s Rental Housing 2024.

5 �  Source: Harvard JCHS, America’s Rental Housing 2024.

6 �  Source: Harvard JCHS, America’s Rental Housing 2024.

7 �  Source: HUD, LIHTC Database (2024).

8 �  The active compliance period is the initial 15 years. After the 14th year of a 

project, an owner might have the ability to enter a “qualified contract process” 

and request the state or local agency to find a buyer that will pay a minimum 

defined amount to purchase the building. If the agency finds a buyer willing to 

purchase the building under the qualified contract terms, the building is sold, 

and affordability is preserved. If the agency is unable to find a buyer within a 

year and agree to terms, the affordability requirement ends, and the building 

can be converted to market-rate housing. This practice has increasingly 

resulted in affordable units being removed from the housing stock. As a result, 

many state’s allocating agencies have adopted policies which have eliminated 

or limit the use of the qualified contract process.

9 �  Source: Harvard JCHS, America’s Rental Housing 2024.

10 � Source: Harvard JCHS, America’s Rental Housing 2024.

11 �  Source: Harvard JCHS, The State of the Nation’s Housing 2025.

12 � Source: AEW Research.

13 � Source: United States Census Bureau, American Community Survey, 2022.

14 � Source: Northmarq, Market Insights Manufactured Housing 2Q 2025.

15 � Source: Harvard JCHS, The State of the Nation’s Housing 2025.

16 �  About one-third of the manufactured communities tracked by Datacomp have 

been identified as being located in rural census tracts. Fannie Mae, Multifamily 

Affordable Housing Market Commentary, September 2024.

17 �  Source: Harvard JCHS, America’s Rental Housing 2024.

18 �  Source: Harvard JCHS, America’s Rental Housing 2024.

19 � Source: Fannie Mae, Multifamily Market Commentary (2024).

20 � Source: Harvard JCHS, America’s Rental Housing 2024.

21 � Source: Harvard JCHS, America’s Rental Housing 2024.

22 � Source: Harvard JCHS, America’s Rental Housing 2024.

23 � AEW and Nuveen both document that affordable housing units operate at 

95–97% occupancy.

24 � Soft loans are subsidized, below-market, and often partially or fully forgivable 

loans provided by a public agency (e.g., city, county, state, housing trust fund) 

or a nonprofit partner to fill the gap between total development cost and other 

financing sources. They are designed specifically for affordable housing.

25 � Density incentives are local zoning tools that allow a developer to build more 

on a property than standard zoning would normally permit in exchange for 

including affordable housing (or other public benefits).

26 � Sources: CohnReznick, “Affordable Housing Credit Study” 2023; Fannie Mae, 

“Multifamily Affordable Housing Market Commentary”, 2022. Note that the 

lack of heterogeneous definitions and the use of proprietary data may lead to 

selection bias, survivor bias, or other biases, that an investor should be aware 

of.
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Important Information 
This report (the “report”) has been prepared for the sole benefit of the intended recipient (the “recipient”).

Significant events may occur (or have occurred) after the date of this report, and it is not our function or responsibility to 

update this report. The information contained herein, including any opinions or recommendations, represents our good 

faith views as of the date of this report and is subject to change at any time. All investments involve risk, and there can be 

no guarantee that the strategies, tactics, and methods discussed here will be successful.

The information used to prepare this report may have been obtained from investment managers, custodians, and other 

external sources. Some of this report may have been produced with the assistance of artificial intelligence (“AI”) technology. 

While we have exercised reasonable care in preparing this report, we cannot guarantee the accuracy, adequacy, validity, 

reliability, availability, or completeness of any information contained herein, whether obtained externally or produced by 

the AI.

The recipient should be aware that this report may include AI-generated content that may not have considered all risk 

factors. The recipient is advised to consult with their Meketa advisor or another professional advisor before making any 

financial decisions or taking any action based on the content of this report. We believe the information to be factual and up 

to date but do not assume any responsibility for errors or omissions in the content produced. Under no circumstances shall 

we be liable for any special, direct, indirect, consequential, or incidental damages or any damages whatsoever, whether in 

an action of contract, negligence, or other tort, arising out of or in connection with the use of this content. It is important 

for the recipient to critically evaluate the information provided.

Certain information contained in this report may constitute “forward- looking statements,” which can be identified by the use 

of terminology such as “may,” “will,” “should,” “expect,” “aim,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue,” 

or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Any forward- looking 

statements, forecasts, projections, valuations, or results in this report are based upon current assumptions. Changes to 

any assumptions may have a material impact on forward-looking statements, forecasts, projections, valuations, or results. 

Actual results may therefore be materially different from any forecasts, projections, valuations, or results in this report.

Performance data contained herein represent past performance. Past performance is no guarantee of future results.


