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homeownership programs, contributing to lower 
homeownership rates in these neighborhoods. 
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2 U.S. Department of Housing and Urban Development. 1999. 
What’s Happened to Homeownership? U.S. Housing Market 
Conditions, Winter 1999.  
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3 A forthcoming report from the Center for American Progress 
provides a more complete discussion of the range of federal 
programs designed to expand access to homeownership and 
the potential of shared equity homeownership to more 
efficiently achieve federal homeownership goals (Rick 
Jacobus and Abromowitz 2010). 
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4 Low-income households were not the only ones who took on 
more debt than they could afford and ended up owing more 
than their homes were worth, although their vulnerability was 
the greatest. Such behavior was rampant across all income 
groups, especially in states like California and Florida where 
housing prices and “creative financing” were most extreme. 
Indeed, such heedless regard for the risks of homeownership 
became, for a time, something of a cultural norm. As one of 
the characters in Richard Russo’s recent novel argued, in 
urging his daughter and son-in-law to buy their first home in a 
Los Angeles suburb, “you aren’t a real adult until you have a 
mortgage you can’t afford” (That Old Cape Magic, 2009: 75). 
5 These programs have probably also contributed to the 
increasing size of newly-built homes, since they allow middle-
class households with modest savings to buy bigger and more 
expensive homes than their income would otherwise allow.  
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6 The term “shared equity homeownership,” as used here, was 
coined in 2006 as part of a research project sponsored by the 
National Housing Institute to describe a family of private, 
nonmarket tenures in which long-lasting contractual controls 
regulate the use and resale of owner-occupied housing. See: 
John Emmeus Davis (2006). The term is sometimes confused 
with shared appreciation mortgages and other financing 
schemes offered by private lenders and investors, which 
“share” the equity in privately owned housing, but which do 
nothing to preserve affordability. Sherriff and Lubell (2009) 
describe various programs with similar names but very 
different goals.  
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7 The case study presented here makes use of performance 
data collected and compiled by the Champlain Housing Trust. 
Our analysis builds upon and expands the analysis of that data 
previously described in a 2009 report published by the 
Champlain Housing Trust (Davis and Stokes 2009). Our 
thanks to CHT for sharing their raw data and allowing us to 
take a second look at how this data might be reconfigured and 
reinterpreted in light of the asset building arguments of the 
present paper.     
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8�  All CLTs do not use the sort of appraisal-based formula 
used by CHT, where rising real estate values result in an 
increase in the equity earned by a departing CLT homeowner. 
For CLTs that use what are known as “indexed formulas or 
“itemized formulas,” therefore, it is somewhat misleading to 
describe the equity gains made by a homeowner who is 
reselling her home as a “share” of the home’s “appreciation.” 
Indexed formulas adjust the original purchase price by 
applying a single factor – the change in a particular index 
(e.g., the CPI) between the date the homeowner purchased 
his/her home and the date s/he resells that home. Itemized 
formulas adjust the original purchase price by adding or 
subtracting multiple factors that affect either the value of the 
owner’s investment or the value of the home itself.  
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9�  There was no discernible pattern among the 36 houses and 
condominiums with no increase in value, except for the timing 
of a home’s purchase and resale. Homes with no increase in 
their appraised market value tended to be those that were 
purchased when Burlington’s housing market was hot and 
resold when the housing market was cold. Timing mattered 
more than the age of the home, the size of the home, or even 
the location of the home in distinguishing between those 
houses and condominiums that appreciated and those that did 
not. 
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 All Years Most recent 10 years  
(1999—2008) 

Most recent 5 years 
(2004—2008) 

Number of years 
owned 

5.44 5.71 5.80 

Seller’s share of 
appreciation 

$7,889 $9,953 $13,515 

Seller’s Debt 
Retirement 

$4,294 $4,749 $5,188 

Seller’s Capital 
Improvements Credit 

$1,348 $1,760 $2,490 

Owner’s gross 
proceeds  

$13,530 $16,462 $21,192 
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10 CHT’s data on homeowner improvements credits was 
inconsistent prior to 2003. We don’t know for sure how many 
sellers claimed these credits prior to that point. The average 
here ($1,348) conservatively divides the total value of known 
credits across all 205 sellers. Among the 108 owners who sold 
during the period during which the data is consistent the 
average credit was $2,558.  
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11 Although the first home was added to CHT’s portfolio in 
1984, the first resale did not occur until 1988. 
12 CHT did not track the actual closing costs for sales earlier it 
its history. For these transactions we have assumed a total 
initial investment of 3 percent of the affordable price which, in 
most cases, overstates the actual investment because nearly all 
buyers over this period used a Vermont Housing Finance 
Agency loan product which allowed 100 percent financing and 
paid only closing costs. 
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13�  These national averages are taken from Rohe, Van Zandt, 
and McCarthy (2002).�
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14�  CHT does not normally repurchase until another income-
eligible buyer is lined up. On a handful of occasions, however, 
when a home has needed major rehab, CHT has exercised its 
option, repurchased the home, and rehabilitated it before 
looking for another low-income homebuyer. 
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15 At the death of a CHT homeowner, the home may be 
bequeathed to and occupied by one of the homeowner’s heirs. 
If an heir does not wish to occupy the home it is re-acquired 
by CHT and resold to another low-income household. Equity 
due to the deceased homeowner from the sale of her CHT 
home is conveyed to the owner’s estate and split among the 
homeowner’s heirs. 
16 It goes (almost) without saying that rental housing does not 
offer meaningful wealth building opportunities. Over a six-
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year period, comparable to the average time that a CHT 
homeowner occupied her home before reselling, the average 
tenant in Burlington would have had little to show for her 
monthly “investment” in rent. Even when a tenant’s security 
deposit was not only returned when leaving the rental, but 
returned with interest (as required by a Burlington ordinance), 
the net proceeds earned by the renter ($650) would have been 
a fraction of those earned by the average CHT homeowner. 
17 Although relatively few lower income households take 
advantage of the stock market as a strategy for asset building, 
we also compared the returns realized by the average CHT 
homeowner and the returns the same person might have 
realized had she invested in stocks. What if a renter, instead of 
investing $2300 of her own savings in buying a CHT home in 
1996, had placed that money in the stock market?  We 
calculated the change in the S&P 500 index over the period of 
ownership for each CHT homeowner. Some owned during 
periods of rapid growth in the stock market and owners during 
periods of decline, but the average CHT homeowner would 
have received a 9 percent annual return on their investment if 
she had invested in the S&P 500 index rather than buying a 
shared equity home. Investing in the stock market, the average 
owner would have received gross proceeds of $3,978. While 
this was a relatively healthy period for the stock market, and 
most owners would have nearly doubled their money (only 16 
percent would have lost money on the stock market during this 
period), these returns would not have lifted most of these 
households out of asset poverty. The average owner would 
have grown her savings to only 88 percent of the then-current 
asset poverty level. Only 53 families (25 percent) would have 
earned enough on the stock market to move out of asset 
poverty. While 47 CHT homeowners would have earned more 
in the stock market than they received from the sale of their 
CHT homes, on average CHT sellers earned appreciation on 
their CHT homes that was double what they would have 
earned from the S&P 500. And when the forced savings from 
debt retirement is added, the average CHT seller received 
$8,205 more from the resale of her house or condominium 
than she would have received had she invested in stocks. Even 
the families who received no appreciation on the resale of 
their CHT homes left with more equity than if they had 
invested, instead, in the stock market. 
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18 Differences in the tax consequences of homeownership 
between different households can also have a significant 
impact on whether ownership is financially advantageous vis-
à-vis renting.  
19 Belsky, Retsinas and Duda, for example, found that with a 
three-year holding period roughly half of all low-income 
homeowners would be better off renting. This figure drops to 
37 percent with ownership periods of 7 years or longer. 
Anticipating the current foreclosure crisis, they concluded 
that, among low-income buyers utilizing high-cost mortgage 
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products, somewhere between 78 percent and 85 percent of 
them would be better off renting than owning (Belsky, 
Retsinas, and Duda 2005).��
20 There have been at least a dozen studies that attempt to 
determine whether lower cost homes appreciate at a different 
rate than higher cost homes. Herbert and Belsky (2008) 
reviewed these studies and concluded that in some markets, 
over some periods of time, lower cost homes appreciate more 
slowly, while at other times they appreciate more rapidly. On 
average, however, they seem to appreciate at the same rate as 
higher cost homes.  
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21 It is noteworthy that in none of these cases was the land or 
home lost from CHT’s portfolio because of foreclosure. CHT 
was able to retain or recover ownership of these assets and to 
make them available to other lower income homebuyers.  
22 A 2008 survey of community land trusts, conducted by the 
National CLT Network, suggests that a low foreclosure rate 
among CLTs may be the norm:  “Of the 1930 CLT mortgages 
on which foreclosure status was known, on December 31, 
2008, 10 of those mortgages (0.52percent) were somewhere in 
the foreclosure process – meaning foreclosure proceedings had 
started but were not complete. This compares with 3.3 percent 
of mortgages in foreclosure on December 31, 2008, in the 
Mortgage Bankers delinquency survey. Community Land 
Trust mortgages were six times less likely to be in foreclosure 
than all mortgages nationally” (National CLT Network, 2009: 
5). 
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23 The report by Carr et al (2008) tends to confirm the value 
and effectiveness of protections like these. Foreclosure rates 
among homebuyers in the ADDI program were an average of 
1.2 percentage points below the corresponding rate for FHA 
borrowers, suggesting that purchase subsidies do lower the 
risks of homeownership. Carr and his colleagues also found 
that buyers who received purchase assistance totaling 10 
percent or more of the sale price had significantly lower rates 
of foreclosure. The cumulative foreclosure rate was 8 percent 
for buyers with the lowest levels of purchase assistance and 
only 2.8 percent for buyers receiving assistance of 10 percent 
to 20 percent of price. Pre-purchase counseling, on the other 
hand, was not found to be clearly associated with lower 
foreclosure rates, but programs that imposed limits on buyer 
credit scores and those that prohibited buyers from using high-
cost loan products had significantly lower foreclosure rates—
findings that reinforce the importance of on-going 
involvement on the part of a program’s sponsor, similar to 
what happens in CHT’s homeownership program.  
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24 Among the owners of CHT homes who sold within five 
years of purchase, there were 18 who could not be located. 
While it is likely that these families moved into market-rate 
ownership at roughly the same rate as the sellers who were 
located, we have conservatively assumed in this calculation 
that they all reverted to renting.  
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25 Approximately 37 percent of the original owners and 
subsequent buyers of the 205 homes resold through CHT 
between 1988 and 2008 were female-headed households. This 
characteristic of CHT’s clientele may have contributed�to the 
high number of homeowners who left CHT because of 
marriage and may have contributed, as well, to the high 
number of homeowners who purchased market-rate homes 
after leaving CHT.��
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26 More of the methodology and reasoning behind this analysis 
can be found in Appendix A. 
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27 In some IDA programs, participants who save the maximum 
that is eligible for matching funds can accumulate as much as 
$10,000. Boshara’s findings suggest, however, that wealth-
building at this level is not common.  
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28 Caner and Wolff calculated the limit based on the federal 
poverty level in 1997 and projected it backwards and forwards 
based on the Consumer Price Index. We compared the 
downpayment initial investment that each CHT buyer made 
with the Asset Poverty Level for the year of their purchase.  
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29 (Several alternatives are described by Listokin et al. 2001). 
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30 A household is considered to be able to afford the house if 
the principal, interest, taxes and insurance costs total no more 
than 35 percent of household monthly income. We have 
assumed that interest and taxes cost 1.7 percent of the home’s 
price annually and have used the Average Contract Rate on 
Commitments for Fixed-Rate First Mortgages (Federal 
Reserve release H.15) for the month of each sale. For 
condominiums this calculation overlooks the impact of 
homeowner association fees that would typically be included 
in determination of affordability.  
31 For example, a family that had earned 60 percent of AMI 
would now need to earn 63.5 percent of AMI.  
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32 The average household would have needed to improve their 
income by 7.3 percentage points relative to the AMI. Once 
again this calculation ignores the impact of capital gains that 
would reduce the household’s gain from stocks but not 
homeownership.  
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