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1. Foreword
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Global Housing Crisis: Housing Shortage Or Housing Glut? Which Is Better?

Housing is a major issue in any country.

Whether there is housing shortage or housing glut is something that people are always concerned about.

Housing shortage usually means serious home price inflation, while housing glut usually leads to property price collapse. Both scenarios can be extremely unpleasant for home owners and home buyers.

Then, there is the problems of urban slums, which is a big problem in many megacities around the world.
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2. Worldwide Situation
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Currently, housing shortage seems to be the norm around the world.

The reasons are many.

It could be due to failed government policies to encourage homes building, regulatory gridlock, or property market manipulation by major property developers.

This happens in developed countries as well as developing countries.

There is therefore an urgent need to address the problem both nationally and internationally.
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3. USA
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USA is the world's largest economy, with a massive GDP of 25 trillion USD and a population of 330 million.

But, it is known that there is a massive shortage of homes in USA, somewhere between 4 and 7 million.

This is so severe that in her presidential campaign policy speech on Aug 24, 2024, US presidential candidate Harris had to promise to build 3 million affordable housing for Americans in her first term to address housing shortage in USA.

As it is, those in USA who are able to find homes are spending a big chunk of their income.

Finding an affordable place to live in USA can be pretty difficult whether you are a renter or a buyer.

About 33% of the population were renting in 2014 compared to the 34% projected in 2023.

On average, rental can be about 30% of wage.

The ten US cities with the worst housing shortages are Boston, Sacramento, Portland, San Diego, San Francisco, San Jose, Seattle, Minneapolis, Los Angeles, and Austin.

Factors such as zoning issues, car park minimum, housing permits, size of home, size of modern family, mismatch issues, and mortgage rates continued to plague the housing shortage problem.

According to a report in 2024, the most critical shortage was in the affordable rental housing sector: "The U.S. has a shortage of 7.3 million rental homes affordable and available to renters with extremely low incomes – that is, incomes at or below either the federal poverty guideline or 30% of their area median income, whichever is greater."

The extremely low income households in USA account for 11 million, or nearly one-quarter, of the nation’s 45.1 million renters. This shortage situation was particularly dire in the west coast states, and in Texas and Florida.

The report added: "The shortage of affordable rental housing primarily impacts renters with extremely low incomes, ...resulting in only 34 affordable and available homes for every 100 extremely low-income renter households. The shortage of affordable rental housing is more acute than it was before the pandemic. Between 2019 and 2022, the shortage of affordable and available rental homes for extremely low-income renters increased by over 480,000. Black, Latino, and Indigenous households are disproportionately extremely low-income renters and disproportionately impacted by this shortage."

The report concluded: "6.8 million more affordable housing units are needed for extremely low income families. 580,000+ people are experiencing homelessness on any given night. 70% of all extremely low income families pay more than half their income on rent."
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4. USA's Paradox
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Paradoxically, in USA, despite the reported housing shortage crisis, the 2022 census revealed approximately 15.1 million vacant homes nationwide. These vacant homes, which include rentals, represent 10.5% of the country's total housing inventory.

The census also showed that America's nationwide vacancy rate for rental housing is only 6.6%.
On the other hand, the home buyer’s market in America is much tighter, with less than 1% of the total inventory available.

Clearly, there is a mismatch in the spectrum of housing supply and the spectrum of demand.

So, there are still many vacant houses in USA, but too few people can afford them, and their investor owners can hold up the prices by leaving them vacant.

Is this housing glut or housing shortage?

This implies that a large number of housing is being held by investors for long-term value appreciation and is available possibly for rental only.

Obviously, the very critical national housing issue has been seriously distorted by speculative property investors.
This imbalance cannot possibly be corrected without appropriate government intervention.
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5. Canada
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Canada, with a population of about 12% of USA, has experienced a serious housing shortage crisis and escalating housing prices for years.

A recent report said: "Canada’s housing market is among the most unaffordable, with one of the highest house-price-to-income ratios among OECD member states. Housing prices soared over 355 per cent between 2000 and 2021, while median nominal income increased by only 113 per cent."

By then, renters were facing rent increases double that of inflation, alongside evictions and displacement.

Homelessness was also on the rise, disproportionately affecting Indigenous and Black people, gender minorities, and persons with disabilities.

All these are, not surprisingly, similar to the situation in USA.

But, once the home prices in Canada peaked in February 2022, they began to decline rapidly.

Private property investors and wealthy migrants from Asia played a big part in preventing the prices from crashing.

The IMF, in its June 2023 report comparing 38 countries, concluded that "Canada runs the highest risk of mortgage defaults among advanced economies".

Canada's residential housing stock was valued at 3.1 times GDP in 2023 after peaking in 2022.

So, after the housing shortage crisis, it seems like a housing glut has developed in Canada in 2024.

A recent report said: "Canada's housing affordability crisis may persist for years despite rate cuts."

This doublespeak really means that while there are surplus housing units, they still command high prices, and there will be gradually declining housing prices for years until the glut is digested.

But does this make affordable housing more available?

Not really.

The crux is still the scarcity of low price affordable housing.

It has been said that unlocking land for housing and especially affordable housing is critically important, especially in established cities where land is not always easily available.

In 2024, the Government of Canada launched a plan called the Solving the Housing Crisis: Canada’s Housing Plan, which lays out an ambitious whole-of-government approach to addressing the housing crisis by building more homes, making it easier to rent or own a home, and helping Canadians who cannot afford a home.

A key component of this Plan is the Public Lands for Homes Plan. This plan includes partnering with all levels of government, homebuilders and housing providers to build homes faster on surplus and underused public lands across Canada. The aim under this Plan is to build 250,000 new homes by 2031.

The crucial question is: how many of these additional housing will be affordable housing?

Unless and until this question is addressed satisfactorily, the affordable housing shortage problem in Canada will remain unresolved.

While Canada has a high housing inventory since 2023, this housing glut does not mean more affordable housing for the low income families.

The sad fact is that a housing glut does not necessarily mean more available affordable housing. It only means that there is a general surplus of housing, but these are not always available at prices that the lower income group can afford.

That is the quirky imbalance and paradox of the housing crisis in Canada.

Is there really a housing crisis in Canada when many houses are available on the market?

Yes, because the house prices are going to stay high for several more years, and in the meantime, there is insufficient affordable housing.
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6. Canada's Paradox
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In Canada, the homeownership rate in 2021 was 66.5%, about 2.5 percentage points below the 69.0% in 2011.

It has been reported that the total number of dwellings in Canada increased 5.7% to 16.4 million units from 2016 to 2021.
With a population of 40 million, this means that, statistically, every Canadian family having at least 3 persons in a household should be able to have a home easily.
So, why is there a housing shortage problem?
Paradoxically, in Canada, despite the oft-reported housing shortage crisis, the percentage of unoccupied dwellings at the national level was 7.5% in 2021, with apartments at 8.4% and single-detached houses at 7.2%.

Is this another example of the mismatch of housing supply and demand?

Is this basically an affordability issue?

Clearly, this shows a housing glut due to investors holding the properties for long-term price gains. And these are obviously housing units not meant to be available for affordable housing.
The reason for this imbalance is clearly the private property developers and investors.

Indeed, total investment in residential housing in Canada in 2021 increased 30.9% from 2020 to reach C$248.7 billion, representing 21% of the national wealth.

To address this imbalance, appropriate government control is necessary to prevent excessive private property investment.
Indeed, exuberant and excessive private property investment can only lead to an overbuilt environment, an overheated market, and unsustainable price increases, followed inevitably by a long-term price collapse. It is not conducive to market stability and the creation of affordable housing.
The most recent 2024 Canada Housing Plan aims to create 3.87 million new homes by 2031. Hopefully, there will be better management of
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