


Why Are We Talking About Housing?
Percent Change in Selected Consumer Items since 1995
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Median Housing Costs as a Percent of Median Household Income, 2019



Home Price Growth and Mortgage Rates
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“High” Housing Prices Matter

• “High” prices = prices pushed 
higher by regulatory constraints 
or other inefficiencies

• Even if markets were efficient, 
the price might be too high for 
many households

• Not enough money left over for 
other essentials

• Increase sprawl, commuting 
costs, congestion

• Reduce labor availability for 
lower and medium paying jobs

• Limit population mobility and 
economic growth

• Stops the real estate wealth 
accumulation that has been an 
equalizing force in the economy



The Crossfire of Housing Policy

• Mortgage interest deduction
• Mortgage revenue bonds
• Mortgage credit certificates
• Capital gains treatment for sales of primary residences
• Savings and Loan Associations
• FHA insurance
• Fannie Mae and Freddie Mac mortgage guarantees
• Quota for Fannie and Freddie for targeted populations 
• Support for institutions like FHLB’s
• 30-year fixed rate mortgage with no pre-payment penalty
• FHA and VA loan programs
• HUD Section 502 low-rate mortgages to low-income 

households

• Infrastructure requirements
• Minimum parking
• Building codes
• Wetlands regulations
• Subdivision requirements
• Exactions
• Height restrictions
• Caps on numbers of units
• Population growth limits
• Urban boundaries or green zones
• Restrictions on rezoning
• Super majority, voter, or multiple jurisdictional approvals
• Minimum lot size requirements
• Delays in local government decision-making



“Only when the tide goes out do you 
discover who’s been swimming 
naked”

- Warren Buffett

Pandemic surge in demand has exposed the impact of chronic 
underbuilding in Montana’s fastest growing regions that has 
been playing out for almost 20 years.

Local regulation of housing exists because it is popular, even if 
its result is a housing affordability crisis.

The question is:  what is the end game for Montana’s housing 
markets?
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Montana Economic Outlook

The Challenge of Rebalancing the Economy

• Central bank wakes up to an overheated economy with inflation out of the box 
and tight markets everywhere

• Strong income gains fueling strong demand
• International trade flows continue to be disrupted by politics as well as shortages
• Is the climate for energy investment improving?
• Imbalances was the story of 2021
• Familiar problems (labor and housing) re-emerge, but a new problem may eclipse 

them both
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Tracking the Output Gap in the U.S. Economy
Potential vs. Actual Gross Domestic Product, 2006-21
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Realized Output Gap vs. Fiscal Stimulus
Billions of Inflation-Corrected Dollars
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Source:  Montana Department of Labor and Industry
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Unemployment Rates Do Not Include Labor Force Dropouts
Labor Force Participation Rate, Montana, Percent
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Labor Market Dropouts More Prevalent Among 
Older Workers

November 2021 Labor Force Participation Rate As 
Percent of Pre-Pandemic Rate, By Age, U.S.
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2020 Was A Year to Work From Home
Percent of Workforce Working from Home, 2019-2020
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Housing Price Growth Strongest in the West
Housing Price Index by Zip Code, Percent Growth, 2016-20

Source:  Federal Housing Finance Agency
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The U.S. Economic Outlook
• Omicron outbreak not expected to derail growth
• Slightly slower, but still above trend growth in 2022
• Removal of stimulus is a head wind
• Interest rates will go up, but from a very low starting 

point
• Pent-up spending of consumers is spent
• As supply chain pressures ease, inflation will abate
• Inflation pressure from labor markets is the wild card
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The Montana Economy Had a Great Year
• Strong gains in income, re-opening of services economy 

produced significant gains
• A big year for visitor spending
• Population in-migration – fact or fiction?
• Commodity price surges helped some industries more 

than others
• Energy and agriculture will not want to repeat 2021
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A Huge Year for State Tax Revenues

Source:  Montana Legislative Fiscal Division
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Real Earnings Growth by Sector, 
Montana, 2019-20
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Wages and Employment, Montana, 2018Q1 – 2021Q2
Seasonally Adjusted Index, 2018Q1 = 100
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Travel and Tourism Indicators Look 
Strong
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• Strong consumer spending, strong commodity prices bode well for many 
key Montana industries

• Arrival of new Federal spending in 2023 and beyond will be an additional 
boost

• Drought could have lasting impacts on ag producers
• High-flying parts of the state are having growing pains
• Economy remains vulnerable to disruptions

Outlook for Montana’s Key 
Industries
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Gallatin County Expected to Pace Growth
Average Growth in Nonfarm Earnings, 2022-25, Percent per Year
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