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President Trump’s budget request to Congress proposes to transform federal housing programs by block granting rental assistance
programs to states, reducing funding by more than 40%, and establishing two-year term limits on federal housing aid for many
households. These drastic changes would have a devastating impact on housing across the nation. This policy brief examines the
proposal’s severe consequences for tenants, landlords and lenders, as well as potential impacts on the Government Sponsored
Enterprises’ (GSE) exposure to HUD programs and the top lenders in neighborhoods with the highest Section 8 concentration in New
York City.

HUD’s Proposal for Budget Cuts, Block Grants & Term Limits

Nationwide, 4 million households? rely on the HUD-assisted rental programs President Trump proposes to combine into a new rental
assistance block grant, which includes the Section 8 Housing Choice Voucher Programs (tenant- and project-based); Public Housing;
and Section 202 and Section 811 housing for the elderly and disabled. The Administration's budget proposes to cut HUD funding by
44%, and cut rental assistance programs by over $30 billion. In FY2024, more than $8.7 billion was obligated to New York State for
these programs aiding half a million households. The New York Housing Conference (NYHC) estimates under this proposal, New York
would only receive about $4.8 billion to continue serving these households, a 46% funding cut.

Under federal housing programs, tenants pay 30% of their income towards rent, and the federal government pays the remainder, up to
a HUD-determined Fair Market Rent (FMR). In New York, the average income for households receiving HUD assistance is about
$22,0008, enough to afford $550 in rent. However, FMR for a two-bedroom apartment in the New York Metro Area is $2,7524. The
average HUD-assisted household would need to increase their income five-fold to afford that rent.

Proposed cuts to funding would put millions of HUD-assisted tenants at risk of losing their housing aid across the nation. It would also
impact more than 34,000 landlords participating in New York City’s tenant-based Section 8 programs and many additional landlords
with project-based contracts with HUD and public housing agencies. The Section 8 project-based program provides funding to specific
building units rather than to tenants directly. Owners enter into Housing Assistance Payment (HAP) contracts with HUD for up to 20
years initially with the option to renew. Building owners finance buildings and improvements with commercial multi-family mortgages
against these HAP contracts. Lenders and investors have considered Section 8 project-based vouchers to be a stable source of
funding to support an extremely low-income tenancy. They underwrite their loans and/or investments against that income.

The President's proposal would also limit federal housing aid to two years for households without an elderly or disabled household
member to promote “self-sufficiency.” In New York, up to 200,000 HUD-assisted households could be impacted by two-year term limits.
It is not realistic to assume that many of these low-income households will increase their earnings five-fold, enough to afford market
rent in two years. The average tenure for HUD-assisted housing is 10 years nationwide and 18 years in New York City.> With an
affordable housing shortage throughout New York, low-income renters currently utilizing HUD assistance will struggle to find housing
they can afford in the private market. In New York City, the vacancy rate is 1.4%, and only .39% for apartments renting under $1,100
per month. Most of the households subject to term limits are already employed, they just don’t earn enough to afford market rents.

1 https://www.whitehouse.gov/omb/information-resources/budget/the-presidents-fy-2026-discretionary-budget-request/

2 HUD Picture of Subsidized Households https://www.huduser.gov/portal/datasets/assthsg.html

3 NYHC analysis of HUD Picture of Subsidized Households data. https://www.huduser.gov/portal/datasets/assthsg.html

4 FAIR MARKET RENTS, Department of Housing and Urban Development. https://www.huduser.gov/portal/datasets/fmr.html

5 NYHC analysis of HUD Picture of Subsidized Households data. https://www.huduser.gov/portal/datasets/assthsg.html
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These households would likely become homeless after a prolonged eviction process, which will cost their landlords forgone rent.
Rather than encouraging self-sufficiency, these families will be pushed into homelessness.

Term limits applied to project-based Section 8 abruptly upends federal HAP contract terms and puts the financial stability of those
buildings at risk. Term limits make this housing temporary and transitional, contrary to what building owners and investors expect in
long-term contracts. Such restrictions will negatively impact the value of their properties, their ability to borrow, and possibly their
insurance rates. And going forward, lenders and/or investors will no longer be able to finance deals against that income—an important
source of capital for affordable housing will dry up.

Similarly, public housing conversions through the Rental Assistance Demonstration (RAD) have borrowed against HUD rental
assistance contracts to invest in capital repairs. In New York City, under the New York City Housing Authority’s (NYCHA) Permanent
Affordability Commitment Program (PACT)—New York’s version of RAD—more than 39,000 apartments are in the process of or
completed rehabilitation and conversion from public housing, with plans to reach a total of 62,000 apartments.

Cuts to HUD & Term Limits Will Result in Evictions

If HUD-assisted tenants lose their federal housing aid due to budget cuts or are term limited off of assistance, landlords will be forced to
evict thousands of low-income renters, flooding housing courts and homeless shelters. Evictions have many negative outcomes on
families—from impacting their health and disrupting school to hefty economic consequences.

Landlords participating in HUD programs will face significant financial consequences too. In New York City, evicting a tenant is a
lengthy process that can take 12 months or more. Building owners will have to pay legal fees and experience a prolonged period
without rental income. If a building has a significant number of tenants who have lost federal assistance or their building receives
project-based assistance, the building’s financial situation will be at risk, lacking income to pay for operating expenses including
utilities, real estate taxes and debt service on their loan.

If many building owners cannot afford to pay debt service to a lender, it will put the lender’s financial stability at risk as well. Budget cuts
and term limits on HUD assistance pose a clear threat to building owners, lenders and investors.

HUD Cuts Puts Lenders At Risk and Undermine the GSEs

An increase in defaults on multi-family housing will impact GSEs under conservatorship and any plans to privatize them. It should be
noted that the financial collapse that triggered the GSEs financial distress in 2008 originated in their privately financed single-family
portfolios. Their multi-family loan guarantees went unscathed. However, in this case, proposed HUD budget cuts and term limits to
assistance would impact the GSEs’ multi-family portfolio. In 2024, FHFA required 50% of the GSEs’ multifamily business to be
“mission-driven,” including loans on properties receiving Section 8 Housing Assistance Payments or properties converted through RAD.

From 2018 through 2023, the Government-Sponsored Enterprises (Fannie Mae and Freddie Mac) supported more than
$49,563,000,000 in financing—through loan purchases and guarantees —for 238,634 multi-family units in properties across the U.S.
participating in HUD’s Section 8 and RAD programs.® The GSEs guaranteed $48 billion in loans for 220,336 units using Section 8
tenant-based and project-based vouchers and more than $1.5 billion covering 18,298 units in HUD’s RAD program. These figures
represent multi-family originations over a six-year period that are guaranteed by the GSEs and does not include Fannie Mae and
Freddie Mac's existing multi-family portfolio stemming from loans prior to 2018, which is likely far greater than $50 billion.

Federal Housing Finance Agency (FHFA) performance data, Duty to Serve 2023 Multifamily Dashboard:
https://www.fhfa.gov/data/dashboard/dts/multifamily/2023
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NYC Neighborhoods At Risk

To better understand the risk of budget cuts and term limits in New York, New York Housing Conference examined which
neighborhoods have the most Section 8 vouchers and found that almost 30% of vouchers are used in just 3% of the City’s Census
Tracts. Citywide there are roughly 206,000 vouchers—with the highest concentrations in the Lower East Side, Harlem, East Harlem,
and Washington Heights in Manhattan; Melrose, Mott Haven, Longwood, Crotona Park East, University Heights and Belmont in the
Bronx; Williamsburg, Brownsville, East New York, Brighton Beach and Coney Island in Brooklyn; and Far Rockway in Queens. These
are the neighborhoods where cuts to Section 8 and term limits will have the largest impact upon residents, owners, lenders and
investors. Below is a map showing Section 8 usage by Census Tract, including both tenant-based Housing Choice Vouchers and

project-based.

In New York City, nearly 26,000 households live in buildings with fewer than 10 units?, meaning cuts and term limits will also have a

significant impact on small landlords in these neighborhoods.
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Section 8 Vouchers in New York City by Census Tract

7 The Use of Housing Choice Vouchers in New York City, NYU Furman Center, State of the City 2023.

https://furmancenter.org/stateofthecity/view/the-use-of-housing-choice-vouchers-in-new-york-city#fsoc-content
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NYC Lenders At Risk

Using data from the University Neighborhood Housing Program’s (UNHP) Building Indicator Project (BIP), which compiles New York
City multi-family building violation and lender information to assess building health and risks, NYHC evaluated lenders most at risk
because of HUD cuts and term limits. NYHC analyzed Census Tracts with 500 or more Section 8 vouchers, which have an average of
772 vouchers. In these 74 Census Tracts,? there are in total 57,155 vouchers total and a corresponding 2,897 multifamily buildings and

135,473 units (1-4 unit housing was excluded from this analysis).

On average, 38% of the households in these Census Tracts use Section 8 to help pay rent.® These Census Tracts represent areas of

highest risk for owners, their lenders and investors vulnerable to federal budget cuts and term limits.

This analysis represents the tip of the iceberg, as UNHP’s BIP data
shows only the most recent loan or agreement recorded for each
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9 NYHC analysis of Census data
10 The Use of Housing Choice Vouchers in New York City, NYU Furman Center, State of the City 2023.
https://furmancenter.org/stateofthecity/view/the-use-of-housing-choice-vouchers-in-new-york-city#soc-content
[

Top Lenders/Guarantors In Census Tracts with High Section 8 Concentration
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exposure is much higher, especially for affordable housing buildings with a mix of government and private lenders.

The 2008 mortgage foreclosure crisis showed the nation how housing and the financial system are intertwined. New York City’s
financial crisis of the 1970s demonstrated how the decline of property values can lead building owners to cut their losses, divest in their
buildings and hand keys back to a lender. The drastic cuts and term limits proposed by the Trump Administration will have significant
and consequential impacts on New York City, the GSEs and private lenders. HUD is also at risk with $381 million in multi-family loans
insured in areas of highest Section 8 concentration.

Financial Impact for the City of New York

The City of New York is severely at risk given the significant investment in affordable housing it has made through its housing finance
programs in public-private partnerships via loans from HPD, HDC and NYCHA's PACT projects. As our limited lender data provides
only a partial picture of risk, a broader look at City investments in housing can give a fuller sense of what's at stake for the City’s
finances.

Since 2015, the City has invested nearly $13 billion of capital funding in affordable housing to build and preserve affordable housing in
conjunction with the federal Low Income Housing Tax Credit and HUD programs. The City has subsidized a significant portion of its
housing in many of the same neighborhoods where Section 8 concentration is highest. Over the last eight years, New York City’s
public housing conversions have benefited from more than $13 billion in investment'* by leveraging long-term rental assistance
contracts with HUD. These projects, which recently financed extensive building system replacement and apartment upgrades through
public-private partnerships, will be particularly at risk. They are typically structured to include private property management, private
equity investors and a major bank lender.

Term limits and HUD cuts affecting City-financed buildings and public housing conversions will put a significant portion of these loans
at financial risk. Widespread defaults can impact the City’s bond rating, which can raise the City’s cost of borrowing, impacting its
overall budget and fiscal health.

Financial Impact on Private Banks Vulnerable to Multi-Family Risk

There are 25 commercial lenders that have more than $100 million in multi-family loans in the areas of highest Section 8 concentration.
The top lenders with more than $1 billion each are Flagstar/New York Community Bank, JP Morgan Chase and the Community
Preservation Corporation (CPC). Santander has more than $600 million when looking at both their direct loans and their Signature
share. Citi, M&T and Wells Fargo have more than $250 million in loans.

Once again, this is likely a significant underestimate of exposure for private lenders, as most of the City's affordable housing projects
will also have private loans. According to City estimates, $1 of rental income from HUD programs can generate $6 in private capital.

It is probable that cuts to Section 8 or term limits will result in devastating financial consequences for a bank with significant loans
dependent on federal housing assistance. The failed Signature Bank's significant multi-family housing loan portfolio, shown across top
lenders with nearly $1.2 billion in loans, is a stark reminder of the risk of bank failure.

In this data, there are 100 buildings, nearly 3,000 units, with $800 million in loans previously held by Signature acquired by Community
Stabilization Partners (a joint venture between CPC and Related Fund Management), which purchased a 5% equity interest in
Signature Bank’s rent-stabilized loan portfolio, with the remaining 95% held by the FDIC as receiver. The buildings in our data
represent a subset of the broader portfolio for which New York City Employees’ Retirement System (NYCERS) acquired a 25% share,

11 NYCHA Press Release: NYCHA and Partners Close on Financing for $593.7 Million PACT Project to Renovate the Homes of More
Than 3,000 Residents at Northwest Bronx Scattered Sites. June 24, 2025. https://www.nyc.gov/site/nycha/about/press/pr-2025/pr-

20250624.page

A
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amounting to $60 million. In March, six foreclosure actions were taken against eight buildings in default. Loss of rent and term-limited
tenancy will have a destabilizing impact on these buildings, some of which are already showing signs of stress.

Flagstar/NY Community Bank has nearly $1.3 billion in loans in these Census Tracts. It holds $32 billion in multi-family mortgages and
about half are tied to rent-regulated assets. In its most recent annual report, the bank says the existing risk of impaired operating
income at its multi-family housing in New York State “could have a material adverse effect on our financial condition and results of
operations.” On top of the existing risk, the loss of thousands of housing vouchers while tenants are in place could be catastrophic.

Conclusion

Proposals to drastically reshape federal housing subsidies are already making lenders and investors concerned about affordable
housing deals expected to close on financing in 2025. Projects underwritten with Section 8 vouchers are facing new scrutiny, given the
President’s proposal and funding uncertainty. The threat to voucher revenue is a threat to private owners’ ability to access capital
markets, and a threat to the capital markets’ willingness to support the housing stock. If Congress adopts the Administration's plans to
shortchange states, while burdening them with local program administration and limiting assistance to temporary housing help,
widespread homelessness, neighborhood disinvestment, multi-family mortgage defaults and banking instability are likely outcomes.
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