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EXECUTIVE
SUMMARY

The mission of the South Carolina State Housing Finance
and Development Authority (SC Housing) is to ensure that
all South Carolinians have an opportunity to live in safe,
decent, and affordable housing. One of the fundamental
components of carrying out such a mission is the regular
evaluation of the housing market landscape in order to
identify both current and future statewide housing needs.
Although such evaluations have always been important,
they are now perhaps even more critical in a post-pandemic
economy that is rapidly evolving and in which the housing
needs of South Carolinians are also changing. Since 2020,
housing needs have become even more pronounced
due to increased inflation, rising rents, rapid house price
appreciation, and higher mortgage interest rates. The
purpose of the 2023 Palmetto State Housing Study is to
examine the primary drivers of housing supply and demand
and the impacts these drivers have on affordability across
various geographies, family structures, and income levels.

The key findings of the analysis are as follows --->

South Carolina has experienced significant population growth throughout
the previous decade that has far outpaced the national average. These
population gains have come primarily through high rates of in-migration
from other U.S. states - rather than being the result of an increase in the
number of births. As a result, the state’s population gains have led to
high rates of household formation, which translates into strong housing
demand. The number of households in South Carolina increased by 16.4
percent between 2010 and 2021, compared to just 11.3 percent for the U.S.

South Carolina’s population is highly concentrated, with approximately 90
percent of the state’s population located in just 50 percent of the state’s
46 counties. Moreover, half of South Carolina’s counties have experienced
population losses over the previous decade. Because these trends are likely
to continue, the demand for new housing will continue to be concentrated in
the coastal regions of South Carolina along with the Upstate, the Midlands,
and the outskirts of the Charlotte metropolitan area (e.g., York and
Lancaster counties). By contrast, the housing needs of South Carolinians in
rural counties will likely center around home remodeling and maintenance,
with less demand for new housing.

In addition to population growth, South Carolina is also experiencing
a demographic shift in which the population is significantly aging. For
example, since 2009, the median age in South Carolina has increased by
2.4 years and the gap between the median age in South Carolina and the
median age in the U.S. has risen by 0.4 years. Such demographic changes
imply that the housing industry in South Carolina will also have to change
to meet the needs of an aging population.

continues on next page
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EXECUTIVE SUMMARY

e The strong population growth that South Carolina has experienced throughout the 21st century has been accompanied by a more recent, decade-
long period of underbuilding that began in 2008 and has taken place across the U.S. following the Great Recession. This period of underbuilding has
culminated in a nationwide shortage in housing inventory that extends to most U.S. regions, including South Carolina.

e This lack of housing inventory in South Carolina is especially pronounced among lower price points. Although a lack of demand in the immediate
aftermath of the Great Recession helped temporarily increase the availability of entry-level homes, the number of homes sold in South Carolina for less
than $100,000 has decreased by 14.8 percent each year since 2014.

e The combination of strong housing demand coupled with relatively low levels of housing inventory has led to an imbalanced housing market in South
Carolina, which has created affordability challenges for many South Carolinians. The U.S. Department of Housing and Urban Development (HUD)
specifically defines a cost burdened household as one that pays more than 30 percent of its income for housing. By this measure, approximately 50
percent of renting households and 25 percent of households with a mortgage are housing cost burdened in South Carolina.

e Approximately 90 percent of South Carolina’s lower income households - defined as those earning less than $35,000 annually - are estimated to be
housing cost burdened. However, in South Carolina there is also a significant population base of middle-income households that also face affordability
challenges. Specifically, this study estimates that more than one-third (34.5%) of households earning between $35,000 and $75,000 annually are housing
cost burdened by traditional measures. The cost burden of this segment of the population is especially high in coastal South Carolina.

e When examining the cost burden of South Carolina households by both income level and family structure, the need for a greater supply of workforce
housing becomes clear. A vast majority of all household groups earning below $35,000 annually - regardless of family structure - are housing cost
burdened. Yet even among middle-income households, affordability challenges are prevalent. This is especially true for single-parent households with
children. For example, approximately 43.3 percent of single-parent households with three children earning between $45,000 and $75,000 are housing
cost burdened. Individuals in these households are often employed as teachers, first responders, and health care support workers.

e The standard HUD definition of cost burdened typically does not take into account differences in costs of living and may not sufficiently capture the true
housing needs of a community. Factors such as family size and composition can vary widely among households with similar income levels, meaning that
household income alone may be insufficient for capturing true housing needs. An alternative measure that has been gaining traction in recent years is
the “residual income methodology,” which estimates a housing cost burden by residual income - that is - income that the household has left over after
all housing expenses have been paid. In general, the residual income methodology finds a greater share to be house cost burdened than the standard
definition. This is especially true for households with children.
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DRIVERS OF DEMAND m——

South Carolina has experienced significant population growth Additionally, these population gains have come primarily through
throughout the previous decade that has far outpaced the national high rates of in-migration from other U.S. states - rather than
average. This has been the result of many factors, including a being the result of an increase in the number of births. As a result,
relatively low cost-of-living, a strong economy, and many natural state’s population gains have led to high rates of household
amenities. The Palmetto State has gained approximately 650,000 formation, which translates into strong housing demand. The
new residents since 2010, with a total growth rate more than six number of households in South Carolina increased by 16.4 percent
percentage points higher than the U.S. between 2010 and 2021, compared to just 11.3 percent for the U.S.

Figure 1 - Cumulative Population Growth: 2010-2022 Table 1 - Total Number of Households
16.0%

0,

140% _ South Carolina gained 650,000 new 14.0% South
Do residents between 2010 and 2022 Carolina
10.0% /:/ 2010 114,567,419 1,761,393

. / 7.7% 2015 118,208,250 1,857,768
/ 2021 127,544,730 2,049,972

6.0%

4.0% / Total Change:

2.0% 2010-2021 +12,977,311 +288,579

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

HMus. Hsc

Source: U.S. Census Bureau
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DRIVERS OF DEMAND m——

South Carolina’s population is highly Figure 2 - Population Change by County: 2010-2020
concentrated, with approximately 90

percent of the state’s population located 90,000
in just 50 percent of the state’s 46 80,000
counties. Moreover, half of South Carolina’s 70,000
counties have experienced population losses 60,000
over the previous decade. Because most 50,000
of the economic growth in South Carolina 40000
is taking place in the major metropolitan
. L 30,000
regions, these are the areas where individuals
want to locate. This is true for South 20,000
Carolinians who are relocating from rural 10,000 0
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of South Carolina along with the Upstate,
Columbia, and the outskirts of the Charlotte
metropolitan area (e.g., York and Lancaster

counties) as shown in Figure 3. By contrast, ApprOXIm ate/_y 90 percent Of the
the housing needs of South Carolinians in Statels pOpU/CItIOn IS /Ocated In jUSt

rural counties will likely center around home

remodeling and maintenance, with less 50 percent Of the Statels 46 Countles,

demand for new housing.

Source: U.S. Census Bureau
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Figure 3 - South Carolina Projected Population
Change: 2020-2030
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DRIVERS OF DEMAND =—

In addition to population growth, South Carolina
is also experiencing a demographic shift in which
the population is aging. This is a result of two factors:
(1) the existing South Carolina population is aging

in line with broader U.S. trends; (2) because South
Carolina is a popular retirement destination, a sizable
percentage of the individuals who are moving to South
Carolina are over the age of 55 and are, as a result,
increasing the average age of the population base.

For example, since 2009, the median age in South
Carolina has increased by 2.4 years and the gap
between the median age in South Carolina and
the median age in the U.S. has risen by 0.4 years.

Such demographic changes imply that the housing
industry in South Carolina will also have to
change to meet the needs of an aging population.
One approach that many builders and remodelers

are already using to help older homeowners is to
implement various “aging-in-place” accommodations
(e.g., wider doorframes, lower cabinets, no-step
showers, etc.) to allow older South Carolinians to
remain in their homes longer.

Source: American Community Survey, 1-Year 2005-2021 Estimates
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Figure 4 - Median Age of the Population: 2005-2021
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CURRENT SUPPLY

The strong population growth that South Carolina has Figure 5 - S.C. Single-Family Housing Permits vs. Pop. Growth
experienced throughout the 21st century has been 50,000 6,000,000
accompanied by a more recent, decade-long period of 45,000

5,000,000

underbuilding that began in 2008 and has taken place across 40,000
the U.S. following the Great Recession. This period of
underbuilding has culminated in a nationwide shortage
in housing inventory that extends to most U.S. regions,
including South Carolina.
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average annual growth rate of new housing permits between 12,000
2000 and 2007 in South Carolina was 5.3 percent, compared
to 3.1 percent between 2008 and 2021. This decline includes
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Figure 6 - S.C. Multi-Family Housing Permits vs. Pop. Growth
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CURRENT SUPPLY

The lack of housing inventory in South Carolina is especially pronounced
among lower price points. Although a lack of demand in the immediate
aftermath of the Great Recession helped temporarily increase the availability of
entry-level homes, the number of homes sold in South Carolina for less than
$100,000 has decreased by 14.8 percent each year since 2014.

Figure 7 - Total Number of South Carolina Closed Housing
Sales Less than $100K

18,000

16,000

4,000

2,000

The number of homes sold in South
Carolina for less than $100,000 has
decreased by 14.8% each year since 2014.

Source: South Carolina REALTORS

page 10 | The 2023 Palmetto State Housing Study




CURRENT SUPPLY

This decrease is especially pronounced in most coastal metropolitan regions of the state as well as portions of Aiken and Greenville. In 2022,
the percentage of homes sold in South Carolina for under $100,000 fell below 5 percent for the first time.

Figure 8 - Percentage of Homes Sold for Under $100K
Note: Highlighted cells denote less than 5%

Greater Greenville Spartanburg Association of REALTORS®
Association of REALTORS®

Aiken

Piedmont Regional
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Source: South Carolina REALTORS; note that regions shown in Figure 8 are defined by the local REALTOR associations depicted in the adjacent state map
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AFFORDABILITY

CHALLENGES:
DEFINING “COST
BURDENED”

The combination of strong housing demand coupled with
relatively low levels of housing inventory has led to an imbalanced
housing market in South Carolina, which has created affordability
challenges for many South Carolinians. Housing affordability is
usually measured by examining the extent to which families are
considered to be housing cost burdened. The U.S. Department
of Housing and Urban Development (HUD) defines a cost
burdened household as one that pays more than 30 percent
of its income for housing.

By this measure, approximately 50 percent of renting
households and 25 percent of households with a mortgage
are housing cost burdened in South Carolina. Examining
housing cost burdens by county reveals that renters are most
likely to be cost burdened in the Midlands and coastal regions of
South Carolina. By contrast, households with mortgages are most
likely to be cost burdened in the Pee Dee and coastal regions, as
shown in Figures 9 and 10. On average, housing cost burdens
across the state are higher for renters than they are for
households with mortgages.



Figure 9 - Pct. of Households (with Mortgages) Figure 10 - Pct. of Households (Renters)

that are House Cost Burdened that are House Cost Burdened
Geographic Unit of Analysis: County Geographic Unit of Analysis: County
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Source: American Community Survey, 5-Year 2016-2021 Estimates
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AFFORDABILITY CHALLENGES:
THE DISTRIBUTION OF COST BURDENED HOUSEHOLDS

Examining the distribution of cost burdened households in South Carolina is important because it provides perspective on where these needs are
most concentrated within the state. Yet while county-level breakdowns of housing market data are the most common, they can also be
misleading. For example, the county level breakdown shown previously in Figures 9 and 10 revealed that cost burdened households were most

concentrated in the Midlands, Pee Dee, and coastal regions of South Carolina.

However, when examining South Carolina at the more detailed level of the census tract - as shown in Figures 11 and 12 - cost burdened
households are shown to permeate all of South Carolina. Perhaps most striking is the fact that even the most prosperous and affordable
counties in South Carolina have areas in which there is a significant need for affordable housing. For example, every county contains
areas in which a majority of renters are cost burdened. A county-level analysis risks masking these smaller, distressed regions.
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Figure 11 - Pct. of Households (with Mortgages) Figure 12 - Pct. of Households (Renters)

that are House Cost Burdened that are House Cost Burdened
Geographic Unit of Analysis: Census Tract Geographic Unit of Analysis: Census Tract

B 32.1%¢+
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I 23.0%1t027.1%
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Source: American Community Survey, 5-Year 2016-2021 Estimates
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AFFORDABILITY CHALLENGES: "——
BY HOUSEHOLD INCOME

Housing affordability is often considered to be a challenge that is either mostly or exclusively concentrated among households with relatively lower
income levels. Approximately 90 percent of South Carolina’s lower income households - defined as those earning less than $35,000
annually - are estimated to be housing cost burdened.

However, in South Carolina there is also a significant population base of middle-income households that also face affordability
challenges. Specifically, this study estimates that more than one-third (34.5%) of households earning between $35,000 and $75,000
annually are also housing cost burdened by traditional measures. Existing statewide workforce housing initiatives are often designed for this
population. The cost burden of this segment of the population is especially high in coastal South Carolina, as shown in Figures 13 and 14.




Figure 13 - Pct. of Households that

are House Cost Burdened
Annual Household Income: Less than $35,000
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Figure 14 - Pct. of Households that

are House Cost Burdened
Annual Household Income: $35,000 - $75,000
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AFFORDABILITY CHALLENGES: =——
BY FAMILY STRUCTURE

In addition to geography and income, cost burdened households also vary considerably by family structure. Approximately 80 percent of
households with one adult and three children that rent in South Carolina are housing cost burdened. This compares to just 12 percent for households
with mortgages in which there are two adults and two children.

Households with two adults are less likely to be cost burdened than households with one adult, while each additional child increases the likelihood that
any given household will be cost burdened. More generally, housing affordability challenges are greater for renters - regardless of family structure.

Figure 15 - Pct. of Households that are House Cost Burdened
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Source: American Community Survey PUMS, 5-Year 2016-2020 Estimates

page 18 | The 2023 Palmetto State Housing Study



AFFORDABILITY CHALLENGES: =——
WORKFORCE HOUSING

When examining the cost burden of South Carolina households These data demonstrate that while housing affordability is a nearly

by both income level and family structure, the need for a greater universal challenge for lower-income households, it is also a significant
supply of workforce housing becomes clear. As Figures 16 and 17 strain on working-class families. Policies directed at improving
denote, more than 40 percent of all household groups earning below housing affordability should also include attainable housing
$35,000 annually - regardless of family structure - are housing cost programs and new inventory for middle-income families.
burdened. Yet even among middle-income households, affordability Individuals in these households are often employed as teachers, first
challenges are prevalent. This is especially true for single-parent responders, and health care support workers.

households with children. For example, approximately 43.3 percent of
single-parent households with three children earning between $45,000
and $75,000 are housing cost burdened.

Approximately 43.3
percent of single-
parent households with
three children earning
between $45,000 and

| $75,000 are housing
T =mb S cost burdened.

i
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Source: American Community Survey PUMS, 5-Year 2016-2020 Estimates
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Figure 16 - Pct. of Cost Burdened Households: Renters
Notes: Highlighted cells denote that more than 40% of households are housing cost burdened
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Figure 17 - Pct. of Cost Burdened Households: Households with Mortgages
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AFFORDABILITY CHALLENGES: m—
RE-DEFINING “COST BURDENED”

As previously noted, housing affordability is usually measured by
examining the extent to which families are considered to be housing
cost burdened. A cost burdened household, in turn, is usually defined
as one that pays more than 30 percent of its income for housing. This
“classic” definition of cost burdened, however, typically does
not take into account differences in costs of living and may not
sufficiently capture the true housing needs of a community.
Factors such as family size and composition can vary widely among
households with similar income levels, meaning that household income
alone may be insufficient for capturing true housing needs.

An alternative measure that has been gaining traction in recent
years is the “residual income methodology,” which estimates a
housing cost burden by residual income - that is - income that
the household has left over after all housing expenses have been
paid. More specifically, this methodology examines whether the residual
income available after housing costs have been paid is sufficient to cover
basic standards of living for the household in question. This would take
into account, for example, the fact that larger families have more living
expenses and therefore may face a greater housing cost burden even

if they have the same income as a relatively smaller family. In general,
the residual income methodology finds a greater share to be
house cost burdened than the classic definition. This is especially
true for households with children, as shown in Figures 18 and 19.
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Figure 18 - Pct. of Cost Burdened Households:
Households with Mortgages

Household Classical ':‘2:::1::' Difference
1 Adult 0 Children 28.0% 36.2% +8.2
2 Adults 0 Children 12.9% 28.6% +15.7
1 Adult 1 Child 37.4% 74.8% +37.5
1 Adult 2 Children 42.5% 81.7% +39.2
1 Adult 3 Children 52.2% 94.2% +42.0
2 Adults 1 Child 12.7% 39.1% +26.4
2 Adults 2 Children 12.0% 45.6% +33.6
2 Adults 3 Children 16.5% 57.9% +41.5
Overall | 19.6% 38.0% +18.4

Source: American Community Survey PUMS, 5-Year 2016-2020 Estimates and MIT Living Wage Calculator Expenses for SG, retrieved January 2023, see 2019 SC Housing Needs

Assessment Appendix for more information on residual income methodology
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Figure 19 - Pct. of Cost Burdened Households:

Renters
Household Classical I:esMuaI Difference
ncome
1 Adult 0 Children 59.5% 65.1% +5.7
2 Adults 0 Children 33.4% 56.6% +23.2
1 Adult 1 Child 70.5% 95.7% +25.2
1 Adult 2 Children 73.5% 96.7% +23.2
1 Adult 3 Children 80.0% 99.4% +19.4
2 Adults 1 Child 37.8% 76.6% +38.8
2 Adults 2 Children 38.2% 83.8% +45.6
2 Adults 3 Children 46.9% 94.0% +47.1
Overall | 47.4% 69.8% +22.6
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