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Indiana has seen dramatic improvement in many key housing market indicators over the last couple of years. Existing home sales

improved by 31 percent between 2011 and 2013 and the state’s foreclosure rate has dropped to its lowest level since early 2001.

Indiana house prices have regained nearly all the ground lost during the slump, and even residential construction—although still

well below historic norms—has shown signs of life.

So far in 2014, however, price gains and construction activity have moderated some, and existing home sales have taken a step

back. Odd as it may sound though, these developments could also be seen as positive signs since they likely signal a move toward

normalcy in housing. That is, for at least a decade, Indiana’s housing markets have been overly influenced by a series of

national-level forces. Factors like easy lending, the Great Recession, federal homebuyer tax credits, historically low mortgage rates

and bulk home purchases by investors have fueled booms and busts in local markets.

In 2014, these influences are either long gone or at least fading, which has helped to dampen some housing-related activity lately

(see Table 1). Moving forward, the ups and downs in housing indicators are likely to be less dramatic as local markets increasingly

sink or swim on the strength of their own economic and demographic fundamentals.

Table 1: Indiana Housing Market by the Numbers

 U.S. Indiana

Existing Home Sales, October 2013 to September 2014, Year-over-Year Change -3.4% -1.9%

House Price Appreciation, 2013 Q3 to 2014 Q3 6.0% 3.3%

Residential Building Permits, October 2013 to September 2014, Year-over-Year Change 6.0% 10.6%

Share of Mortgages That Are Seriously Delinquent, 2014 Q3 4.7% 5.1%

Share of Mortgages with Negative Equity, 2014 Q2 10.7% 5.1%

Household Formation Rate, 2013 0.3% 0.7%

Sources: Indiana Association of Realtors, National Association of Realtors, Federal Housing Finance Agency, U.S. Census Bureau, Mortgage Bankers

Association and CoreLogic

Fortunately, Indiana’s fundamentals appear to be improving. As of October 2014, the state has added more than 58,000 jobs in

the last year, and its unemployment rate has dropped 1.6 percentage points. Indiana had the nation’s sixth-best improvement in

median household income in 2013 according to the Current Population Survey, and its per capita income growth has outpaced the

U.S. average over the last few years. After an extended period of sluggish population growth, the state had a relatively strong net

in-migration of residents in 2013, and its household formation rate last year was on par with pre-recession levels. Finally,

mortgage rates did spike in 2013 but they remain very low, and research by the Federal Reserve indicates that lending standards

for prime loans may be loosening a bit.

This article examines some of the latest data in order to gauge the state of Indiana’s housing market.

Pace of Home Sales Cools in 2014
After two years of double-digit increases in the rate of change, existing home sales have taken a step back so far in 2014. Through

the first three quarters of the year, existing home sales in the state are down 3.3 percent compared to the same period a year

earlier (see Figure 1).

Figure 1: Indiana Home Sales, Year-over-Year Change by Quarter



Source: Indiana Association of Realtors

There are several factors that contribute to this recent decline in home sales. The two largest are likely a rise in mortgage interest

rates and a decline in home purchases by investor groups.  The 30-year conventional mortgage rate jumped a full percentage point

between May and December of last year and, while it has declined some this year, it remains higher than it was in 2012 and the

first half of 2013. As for investors, several media reports in 2013 showed that they played a role in the home sales rebound in some

Indiana markets by buying a large number of single-family homes and converting them into rental properties.  But as prices climb

and the stock of foreclosed homes declines rapidly, investor purchases have likely been on the wane in Indiana this year (as they

have been around the country).  Therefore, this dip in home sales is not necessarily a sign of a weakening market, but more likely

signals a stabilizing one.

House Prices on the Rise
As the market for existing homes in Indiana stabilizes, house prices are on the climb. Through October of 2014, the median sales

price for existing homes in Indiana was $126,500—a 3 percent increase over the same period in 2013. The Federal Housing

Finance Agency’s House Price Index (HPI) shows strong price gains for the state as well. According to the HPI, Indiana has seen

price appreciation for 13 consecutive quarters dating back to mid-2011 and the state’s home prices in the third quarter of 2014 are

up 3.3 percent year-over-year.  This rate of appreciation ranked 37th-fastest among states.

Looking back several years, Indiana house prices declined 12 percent between 2007 and 2011, but the state has since recovered

nearly all of the ground it lost during the slump. As of the third quarter of 2014, the HPI for Indiana was only 1 percent lower than

its pre-recession peak (see Figure 2). By comparison, the U.S. as a whole is still 11 percent below its peak.

Figure 2: House Price Index, 1991 Q1 to 2014 Q3

Source: Federal Housing Finance Agency, House Price Index (expanded data series, seasonally adjusted)

Foreclosure Rate Hits Lowest Point since 2001
Perhaps the most dramatic sign of the stabilizing market has been the sharp decline in foreclosure rates around the country (see

Figure 3). According to the Mortgage Bankers Association, Indiana’s foreclosure rate has been cut in half in less than three years,
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from 5.0 percent in the fourth quarter of 2011 to 2.5 percent in the third quarter of 2014. This is Indiana’s lowest quarterly

foreclosure rate since early 2001. Even with this dramatic decline, Indiana’s foreclosure rate remains slightly above the U.S.

average and ranks 18th-highest among states.

Figure 3: Share of Mortgages in Foreclosure, 1979 Q1 to 2014 Q3

Source: National Delinquency Survey, Mortgage Bankers Association

Residential Construction Improving, but Still Weak
The declining foreclosure rate means that there are fewer distressed properties on the market, which should begin to help boost

residential construction. Homebuilding has increased some in Indiana in recent years, but it remains well below historic norms

(see Figure 4). In 2013, for instance, the number of building permits for new housing units in Indiana was up 30 percent over

2012, but the total for 2013 was still less than half the number of permits issued during the state’s peak year of 1999.

Figure 4: Residential Building Permits, 1988 Q1 to 2014 Q3

Source: Federal Reserve Bank of St. Louis and U.S. Census Bureau, retrieved from FRED, Federal Reserve Bank of St. Louis

Growth in the number of new units has slowed down. Through September 2014, the number of units is up just 4.5 percent over the

same period in 2013.

Demographic Drivers on the Upswing
For residential construction to rebound in a big way, Indiana will need to see stronger migration to the state and a sustained

improvement in its household formation rate. Thankfully, these demographic drivers of housing demand are on the rise. Indiana

added an estimated 33,100 residents between mid-2012 and mid-2013, up from an increase of 21,400 the year before. This level of

change is still lower than the state should expect, but it stops a slide of six consecutive years of decline in Indiana’s population

growth rate.

What’s more encouraging for the housing market, and the state in general, is that growth occurred in all adult age groups. The

young adult group (ages 25 to 44) added an estimated 6,300 residents in 2013, which is the first time in at least 13 years that this



group grew in Indiana. The state’s population between the ages of 45 and 64 grew by a modest 200 residents in 2013 after

declining 4,500 the year before. Growth in these age groups is important because they typically drive net gains in household

formation and home purchases.

The primary cause of Indiana’s improved population growth was a rebound in migration last year. According to Census Bureau

estimates, after three years in which the state had an average annual net out-migration of roughly 2,000 residents, the state posted

a net inflow of 8,200 residents in 2013. Movement within the state is also up, particularly among homeowners. Data from the

American Community Survey (ACS) show that the share of Hoosier homeowners who reported moving within the state over the

previous year increased from 5.3 percent in 2012 to 6.1 percent in 2013. This was Indiana’s highest rate of homeowner movement

within the state since 2008.

As one might expect, improved migration to the state is helping to boost Indiana’s household formation rate. As Figure 5 shows,

after a period of very anemic household growth between 2006 and 2011, the state’s average household formation rate for the last

two years is nearly back to the pre-recession level seen in the early and mid-2000s. Stated in raw numbers: Indiana added roughly

the same number of households in the last two years (31,300) as it did over the five years between 2006 and 2011 (31,800).

Figure 5: Average Annual Household Formation Rates

Source: U.S. Census Bureau, Decennial Census and American Community Survey

Indiana’s household formation rates could improve even more once the number of households “doubling up” begins to subside.

That is, due to the variety of negative effects associated with the housing crash and Great Recession, many adults were forced to

reside with family or friends. As a result, Indiana’s headship rate (i.e., the number of households divided by the population age 15

or older), has been on the decline, particularly among young adults. In 2007, for instance, approximately 50 percent of Hoosiers

between the age of 25 and 34 were the head of their own household, but the headship rate for that same age group has dropped to

46 percent in 2013. Comparing those same years, age-specific headship rates are down for each age group with the exception of

residents age 65 or older. Therefore, there is a sizable pool of potentially untapped housing demand in the state that could enter

the market as the economy improves.

Table 2 provides estimates of the shortfall in the number of households in Indiana by age group. The shortfalls were calculated by

looking at the differences in the actual number of households in 2013 compared to the number of households we would expect in

2013 if age-specific headship rates were still at the levels seen in 2007. The decline in the headship rate for the 25-to-34 age group

referenced earlier translates to more than 31,000 fewer households in the state within this group alone. This number accounts for

41 percent of the state’s total estimated shortfall. All told, Indiana would have had roughly 77,000 more households in 2013 if

headship rates were still at 2007 levels.

Table 2: Estimated Shortfall in Number of Indiana Households

Age Group
Actual Number of Households

(thousands)
Number at 2007 Headship Rates

(thousands)
Difference

(thousands)

15 to 24 119.5 136.6 -17

25 to 34 386.7 418.2 -31.5

35 to 44 431.2 450.4 -19.2

45 to 54 504.1 518.1 -14



55 to 64 480.4 482.9 -2.5

65+ 576.5 568.9 7.6

Total 2,498.4 2,575.0 -76.6

Source: U.S. Census Bureau, 2013 American Community Survey

Looking Ahead
2014 has been a period of transition for Indiana’s housing market. In the early years of the housing recovery, the state experienced

strong improvements in many key market indicators, even though drivers of housing demand—a strong labor market, migration

and favorable lending conditions—were not yet to a point where they could support sustained growth. Instead, these

improvements were spurred by a variety of short-term factors, including historically low mortgage rates, a large inventory of

distressed properties, bargain prices and bulk purchases by investors.

In 2014, however, the influence of these factors has been on the decline, and the data show it. Gains in residential construction

and house prices have moderated so far in 2014 and existing home sales have declined a bit. These developments would be a cause

for greater concern if it weren’t for the fact that the foundations of a healthier market are taking shape. Measures of employment

growth, unemployment, net migration and household formation have all moved firmly in the right direction in Indiana, and there

are indications that access to mortgage credit is improving nationally. Add in the fact that single-family homes remain very

affordable in Indiana (see Figure 6), and the state’s housing markets are clearly on more solid footing in 2014.

Figure 6: Mortgage Interest Rates and Indiana Housing Affordability Index, January 1979 to June 2014

Note: An index value of 100 means that a state’s median household income is exactly enough to qualify for a mortgage on a median-priced home. Values

above 100 indicate that the median income is more than enough to qualify. Indiana’s index value was 248 in June 2014, meaning that the state’s median

household income was 248 percent of the income needed for a mortgage on a median-priced house. Monthly affordability values are interpolated from

annual data. The 2014 index values are a forecast.

Source: Freddie Mac and Moody’s Economy.com

While we would have all liked to see double-digit increases in the rate of home sales and construction continue for a while longer,

that level of growth can’t be sustained for long. What the state needs most is to shore up the economic and demographic

foundations of a strong housing market to allow for steady growth. In the last 12 to 18 months, Indiana has come a couple of steps

closer to reaching that goal.
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90 Years and Indiana Doubles Its Population
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This year marks the Indiana Business Research Center’s 90th anniversary.

To commemorate the occasion, InContext will feature several articles over the course of the year that look back to see how the

state of Indiana has changed over the last 90 years. In this issue, we explore how Indiana’s population has grown and shifted.

For this article, we will use population counts from the decennial census to look at the 1920-2010 time frame. Indiana’s population

more than doubled over these 90 years. In 1920, the state had nearly 3 million residents (2,930,390) and almost 6.5 million

(6,483,802) by 2010 (see Figure 1).

Figure 1: Indiana Population, 1920 to 2010

Source: IBRC, using U.S. Census Bureau data

Growth Trends over Time
Table 1 shows that Indiana saw the largest population gains between 1950 and 1960 (when the majority of baby boomers were

born), adding 728,274 residents for a 19 percent gain. On the flip side, population growth was essentially stagnant during the

1980s, when Indiana and the nation suffered through a double-dip recession. Indiana had a scant 1 percent increase in population

between 1980 and 1990, as tens of thousands of Hoosiers sought opportunities elsewhere.

Table 1: Indiana's Population Change Decade by Decade, 1920 to 2010

Year Population

Change from Previous Decade

Number Percent

1920 2,930,390 229,514 8%

1930 3,238,503 308,113 11%

1940 3,427,796 189,293 6%

1950 3,934,224 506,428 15%

1960 4,662,498 728,274 19%

1970 5,195,392 532,894 11%

1980 5,490,210 294,818 6%

1990 5,544,159 53,949 1%

2000 6,080,485 536,326 10%



2010 6,483,802 403,317 7%

Source: IBRC, using U.S. Census Bureau data

Figure 2 illustrates how Indiana’s growth has compared to the nation. While consistently growing more slowly than the nation,

Indiana growth was fairly close behind the national rate until the 1970s. Since then, people have become much more mobile and

have followed jobs to the southern and western parts of the country.

Figure 2: Indiana's Population Growth Relative to the United States, 1920 to 2010

Source: IBRC, using U.S. Census Bureau data

Geographic Shifts across Indiana
Marion, Lake, Allen and St. Joseph counties (home to Indianapolis, Gary, Fort Wayne and South Bend) have been among the

state’s most populous counties since 1920.  In 1920, those four counties comprised 25 percent of Indiana’s total population. That

number rose to 36 percent by the 1960s and 1970s, and settled at 31 percent by 2010.

It is interesting to note that Vigo County (home to Terre Haute) was the state’s fifth largest county in 1920, but today it ranks 17th

due to a small 8 percent growth in the 90 years between 1920 and 2010. Meanwhile, Hamilton County (home to Carmel/Fishers)

grew by 1,034 percent over that time frame, skyrocketing from 38th in 1920 to fourth place in 2010.

Figure 3 shows the 90-year percent change in population for all 92 Indiana counties. While 33 counties have more than

doubled, 17 counties have fewer residents today than they did in the 1920s.

Figure 3: Percent Change in Population by Indiana County, 1920 to 2010
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Source: IBRC, using U.S. Census Bureau data

Looking Ahead
While we don’t know how Indiana’s population will change in the next 90 years (we do project the county and state populations

twice each decade, but only 40 years out), the Indiana Business Research Center has projected Indiana to top 7 million by 2025

and reach 7.48 million by 2050 (see Figure 4).

Figure 4: Indiana Population Projections, 2010 to 2050

Note: The 2010 data are census counts from the U.S. Census Bureau.

Source: Indiana Business Research Center



For more historical data and projections for Indiana and its counties, visit the Population and Population Projections topic

pages on STATS Indiana.

Notes

St. Joseph County ranked fourth in 1920, third from 1930 to 1960, and fourth from 1970 to 2000. It dropped to fifth in 2010,
being replaced by Hamilton County at #4.
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Today's Labor Force
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Prime working-age folks (those between the ages of 25 and 54) are participating in the labor force in the largest proportions—80

percent or higher. This is good, very good. Why? Because they are the heart of the workforce and Figure 1 shows the importance

of those “prime working age” people compared to those who are very young or very old. We used the latest data from the American

Community Survey, which provides us with a “rolling snapshot” (each month, households are surveyed yielding a 12-month

sample).

Figure 1: In the Labor Force by Age

Source: U.S. Census Bureau, 2013 American Community Survey

That rolling snapshot can also tell us who experienced the highest unemployment rates in 2013 based on education levels. It's no

surprise that Figure 2 shows folks without a high school diploma (or equivalent) faring much worse in finding employment. We

monitor these data not to find surprises (although that does happen in the data world), but to determine patterns and measure the

scale and scope of particular populations—such as the unemployed. Much like business, government needs to determine how

many “customers” it has, or will have, for its services. Based on Figure 2, we can imply that interventions and services are needed

to assist those without a high school education.

Figure 2: Unemployment Rates by Educational Attainment for Ages 25 to 64



Source: U.S. Census Bureau, 2013 American Community Survey


