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Fun After Fifty

According to the common wisdom, Baby Boomers—like Peter Pan—refuse to grow
older. Instead of retiring, they launch second—and third—careers. Instead of moving
to seniors-oriented communities, they “age-in-place” or, even better, move into the
heart of a walkable city. Human interest stories in the Sunday papers claim that 70
is the new 40 and 60 still has bad skin and trouble talking to girls.

These clichés make great copy, but how accurate are they? In place of rigorous research, | offer one
personal observation.

In grade school, | played trombone in the school band. At Christmas, the trumpets, trombones, and
sousaphones formed a brass choir and performed Christmas carols at schools and senior centers.

I vividly remember performing for the Fun After Fifty club, a popular social group for seniors. Yes, “after
fifty,” you were officially a senior, but you were still allowed to have “fun.”

Now that | am (slightly) north of 55, | decided to check the current status of the Fun After Fifty clubs.
The Fun After Fifty Wikispace has been deactivated—it has been inactive for an extended period of
time. The Fun After Fifty chapter in my hometown still has an active web site, but a post from last
October says “It looks like the club is dying for lack of people willing to serve.” It seems like you have to
be a lot older these days to be a senior citizen.

The importance of the 55+ population EXHIBIT 1

Individuals older than 54 comprise a little over
a quarter of the population (Exhibit 1) of the
U.S., but they control roughly two-thirds of the Ages in Population
equity in single-family homes. And, for most 2016 (millions)
of these households, their home is their largest Baby Boomers 1946-1964 52 10 70 75

asset. Many of the 55+ purchased homes
during a sustained boom in house prices,
notwithstanding the house price roller coaster Greatest Generation Before 1928 |89 and over |4

Three generations of older Americans

Generation Birth years

Silent Generation 1928-1945 71 to 88 28

Source: U.S. Census Bureau
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of the last ten years. Today’s 65-year-old who bought the “average” house at age 30 has seen the
value of that house increase 3.7 times. Assuming a 20 percent down payment, a reasonable number
of refinances to take advantage of declining mortgage rates, and the impact of the mortgage interest
tax deduction, the rate of return on this investment is hard to beat. For many older folks, these literally
are the golden years.

Their numbers and their housing wealth guarantee that the housing decisions of older homeowners
will play an outsized role in shaping the housing opportunities available to the generations that follow
them—Gen X and the massive Millennial generation. And the influence of the 55+ population will last
a long time (Exhibit 2). Today’s 65-year-old can expect to live until age 84 on average. In contrast,
the life expectancy of the Greatest Generation—those born between 1900 and 1924 —was 47 years'.
With a longer life span and ample wealth, many older homeowners may buy and sell several more
homes before they’re done.

Who are the 55+?

First, the 55+ population is noticeably less diverse than younger generations (Exhibit 3), reflecting the
relatively-slower growth of the white, non-Hispanic population compared to other demographic groups
in recent years.

EXHIBIT 2 EXHIBIT 3
Census population projection (millions) Demographic shares (percent)
Age group 2015 2020 2030 2040 2050 2060 Demographic group Under 55 55 and over
45-65 84 84 82 91 98 100 White, non-Hispanic 57 75
65 and over 48 56 74 82 88 98 Hispanic 21 9
85 and over 6 7 9 15 19 20 African American 13 10
Source: U.S. Census Bureau Asian 6 4

Source: U.S. Census Bureau

1 Centers for Disease Control — National Center for Health Statistics
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Older Americans are staying
in the labor force longer than
they used to (Exhibit 4). After
bottoming out in the mid-1990s,

EXHIBIT 4
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Labor force participation rate by age group

L 100%
the labor force participation
rate of the 55+ population 90% — 25-54 years —— 55 years and older —— 65 years and over
has been increasing. Two
04
factors may contribute to 80%
this increase in labor force . 70% -
participation. First, older B
. . o 60% -
Americans are staying healthy o)
longer. In addition, some of 2 509% -
the 55+ are working longer El
to provide adequately for their E 40%
longer life expectancy. 309%
Older Americans are far likelier 20% -
to have married than those
-~ 10%
under 55 (Exhibit 5). Fully 42 ?
percent of the population under 0% . . . . . . . . . . .
55 has never married, while 1955 1965 1975 1985 1995 2005 2015
only eight percent of the 55+ o
. . Source: U. S. Bureau of Labor Statistics
population has never married.
Not surprisingly, over half of 55+ homeowners have lived in the same residence for ten or more years
(Exhibit 6), while only a quarter of the population under 55 has lived in the same place this long.
EXHIBIT 5 EXHIBIT 6
Marital status shares (percent) Time living at current residence (percent)
Demographic group 18-55 55 and over Years at residence Under 55 55 and over
Married 45 59 Less than 5 52 19
Widowed 1 16 5t09 23 16
Divorced 9 15 10to 19 20 24
Separated 2 2 20 to 29 4 17
Never married 42 8 30 and over 1 23
Source: American Housing Survey Source: American Housing Survey
July 2016 3
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Preferences and intentions of the 55+

To anticipate the influence of the 55+ population on the nation’s housing, Freddie Mac commissioned
GfK, a leading market research organization, to survey a nationally-representative sample of the 55+
population on their attitudes towards their current and future housing options. The initial survey took
place in early 2016.

This article reviews the results of the first installment of our survey with an emphasis on homeowners
and potential homeowners. The survey participants also include a representative share of renters.
w of the attitudes of the renters in this same age group.

HOUSING CHOICES

Our survey explored the intentions of the 55+ about their housing choices. Their answers allow us to
separate the facts about this group from the myths that sometimes appear in the press.

Where do the 55+ want to live?
Aging in place

Perhaps the most common opinion about older homeowners is that they want to age-in-place. And, in
fact, almost two-thirds of the homeowners in our survey want to stay in their current residence (Exhibit 7).
Moreover, the majority are very satisfied with both their communities and their homes (Exhibit 8).

EXHIBIT 7 EXHIBIT 8
Preference to move Share “very satisfied” with where they live
70%
M Stayin
your current 60%
residence
50%
[ Move at
least o.ne 40%
more time
30%
20%
10%
0%
Community in which you live House in which you live
Source: Freddie Mac 55+ Survey Source: Freddie Mac 55+ Survey
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However, many older Americans may face financial challenges retrofitting their current residences

to accommodate their needs as they continue to age. Almost a quarter of the respondents indicated
they will need major renovations in order to stay in their current home for the rest of their lives
(Exhibit 9). And other studies indicate the remainder of our respondents may be underestimating the

need for retrofitting.

Among those who anticipate major renovations, almost half expressed concerns about their ability
to afford those renovations (Exhibit 10).

EXHIBIT 9

Need for renovations

B Stay without
renovations

EXHIBIT 10

[ Need major

How would you pay for renovations?

Tap into my savings

| wouldn't be able to
make renovations

Tap into a HELOC

Get a bank loan

| would have to mowe
to a different home

Refinance my mortgage
to take cash out

Get a reverse mortgage

Borrow money from family

I've never thought about it

Source: Freddie Mac 55+ Survey 0% 5% 10% 15% 20% 25% 30% 35%
Source: Freddie Mac 55+ Survey
Note: Respondents were asked about each method of financing individually and could respond “yes” to
multiple with the exception of “I wouldn’t be able to make renovations” and “I've never thought about it”
which are exclusive.
2 Housing America’s Older Adults: Meeting the Needs of an Aging Population produced by the Joint Center for Housing
Studies at Harvard University http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/jchs-housing_americas
older_adults_2014.pdf
July 2016 5


http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/jchs-housing_americas_older_adults_2014.pdf
http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/jchs-housing_americas_older_adults_2014.pdf

7\
FreddieMac i, - M"’I

Economic & Housing Research Insight

Another move—maybe another house EXHIBIT 11
A significant share of our sample intends to age- Likely to buy a home instead of renting
in-place, but in a different place from their current
residence. And for many of them, that different 80%
place will be another house (Exhibit 11). Aimost 70%
three-quarters of the respondents who plan to 60%
move again say they are more likely to buy a house
rather than rent. That suggests roughly 18 million 50%
55+ homeowners may be shopping for another 40%
house in the next few years. 30%
Downsizing 20%

10%
Relatively few older homeowners think it is very 0%

important to downsize in their next move (Exhibit 12).

Young Boomers Old Boomers  Silent Generation
Age 55-61 Age 62-70 Age 71+

In fact, the most important characteristics of the
next residence, in order, are the affordability of the Source: Freddie Mac 55+ Survey
community, the amenities needed for retirement, and

less maintenance. Proximity to other family members ranks

fourth in the top 10, and downsizing is only eighth (Exhibit 13).

EXHIBIT 12 EXHIBIT 13

How important is downsizing

hare “very important” when iding where to mov t
for your next move? (percent) Share “very importa en deciding ere 1o move (percent)

Very important 20 Affordability of living in a particular community 46
Somewhat important 32 Amenities needed for retirement 44
Not too important 31 Less maintenance 41
Not at all important 17 Proximity to other family members 31
Source: Freddie Mac 55+ Survey Not responsible for property care 30
Walkable community 29

Abundant services for adults my same age 25

Downsizing 20

Warmer climate 19

Access to public transportation 17

Source: Freddie Mac 55+ Survey
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FINANCIAL ISSUES

Our survey also posed questions designed to gauge the perspective of older Americans on their
financial well-being. For the most part, respondents feel financially secure and happy with their housing
situation. Over three quarters of homeowners in our survey say they are very or somewhat confident
that they will have a financially comfortable retirement. Renters are substantially less confident with just
under half responding they are very or somewhat confident of a financially comfortable retirement.

Is the mortgage paid off?

A casual survey of the business section of the Sunday paper suggests that the single-most-common
piece of financial advice offered to older Americans is to pay off their mortgages prior to retirement. It
turns out that a lot of older homeowners haven’t been listening. More than a third still have a mortgage,
and a majority of those with a mortgage have more than ten years left until their loan is paid off.

EXHIBIT 14 EXHIBIT 15

Share of homeowners with a mortgage Time until mortgage is repaid
70% 70%

M 10to 19 years M 20+ years

60% 60%
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%

0% 0%

Working Retired Working Retired

Source: Freddie Mac 55+ Survey Source: Freddie Mac 55+ Survey

~
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Can the 55+ afford to retire?

The perspective on the affordability of retirement splits between the still-working older homeowners and
the already-retired. Only one-fifth of the still-working home owning population are very confident they
will have a financially-comfortable retirement, while over a third of the already-retired strongly agree they
are financially secure. Not surprisingly, confidence among both groups increases with income. And
when the “somewhat confident” and “somewhat agree” groups are included, the picture looks rosier—
well over half of each group expresses confidence regardless of income.

EXHIBIT 16 EXHIBIT 17
Confidence in a financially comfortable Feel secure in current financial situation
retirement (still working) (already retired)
M Very confident I Somewhat confident M strongly agree M somewnhat agree
100% 100%
90% 90%
80% 80%
70% 70%
60% 60%
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% 0%
Less than $50k $50k-$100k Over $100k Less than $50k $50k-$100k Over $100k
Source: Freddie Mac 55+ Survey Source: Freddie Mac 55+ Survey
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Very few 55+ homeowners think it is likely their children will move in with them in the next five years
(Exhibit 18). And, despite the jokes about adult children living in the basement, only 15 percent of 55+
homeowners currently have children over 18 living with them. Even fewer 55+ homeowners think it is
likely their parents will move in with them in the next five years (Exhibit 19).

EXHIBIT 18

EXHIBIT 19

How likely is it for your child to move in
with you in the next 5 years?

4% ——

B Not at all likely ¥ Not too likely

'] Somewhat likely M Very likely

Source: Freddie Mac 55+ Survey

How likely is it for your parent to move in
with you in the next 5 years?

1%

4% ——

B Not at all likely ' Not too likely

[ Somewhat likely B Very likely

Source: Freddie Mac 55+ Survey
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The 55+ provide limited financial support to Millennials

One of the surprises in the survey is the unexpectedly-small share of respondents who have provided—
or expect to provide—down payment assistance to their children (Exhibit 20). In addition, relatively few
reported receiving such assistance from their own parents. In fact, 15 percent of respondents indicated
that they are unwilling to provide financial assistance although they are financially able to do so.

EXHIBIT 20 EXHIBIT 21
Have you provided your children with money Did you receive money for a down payment
for a down payment? from your parents?

M Yes M No M Yes M No

Source: Freddie Mac 55+ Survey Source: Freddie Mac 55+ Survey

OLDER AMERICANS ARE JUST LIKE YOU AND ME

The Fun After Fifty clubs are fading away because a 50th birthday no longer marks the beginning of
“old age” as we commonly understand it. Many commentators have noted that Millennials appear to be
“aging” more slowly than previous generations, that is, taking longer to settle into jobs, get married and
start families, and buy houses. Similarly, the current 55+ population is aging more slowly than previous
generations of older Americans. They are staying healthy and active longer, working longer, and buying
homes later in life.

July 2016 10
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Recently, the National Association of Home Builders (NAHB) published an exhaustive study of the
housing preferences of older Americans.® According to this study, most older Americans are not looking
to move to an age-specific community. Instead, the housing and community features that attract them
are almost identical to the features that attract everyone else.

The table below (Exhibit 22), taken from the NAHB study, lists the top eight community amenity
preferences for four generations: Millennials, Gen X, Baby Boomers, and Seniors (older than Boomers).
The results are striking. Millennials and Gen Xers want playgrounds in their neighborhoods. Boomers
and Seniors want outdoor maintenance service. The remaining amenities are identical across all four
generations (although the order changes a bit).

EXHIBIT 22

Top eight community amenities by generation

1st

2nd

3rd

4th

5th

6th

7th

8th

Millenials

Park area

Typically suburban

Walking/jogging trails

Playgrounds

Near retail space

Swimming pool

Lake

Exercise room

Source: National Association of Home Builders

Gen X

Typically suburban

Park area

Walking/jogging trails

Near retail space

Lake

Swimming pool

Exercise room

Playgrounds

Baby Boomers

Typically suburban

Near retail space

Park area

Walking/jogging trails

Lake

Outdoor maintenance service

Swimming pool

Exercise room

Seniors

Typically suburban

Near retail space

Walking/jogging trails

Park area

Outdoor maintenance service

Lake

Swimming pool

Exercise room

3 Housing Preferences of the Boomer Generation: How They Compare to Other Home Buyers, Copyright 2016 by NAHB

July 2016
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Conclusion

In the conventional wisdom on the housing life cycle, the Millennials should be providing a surge in
first-time homebuyers, while older generations should be moving to the next stage of their housing life:
Gen Xers should be trading up from a starter home to a larger home. Baby Boomers should be selling
their homes to Gen Xers and downsizing, renting, or moving to an age-specific community. And the
Silent Generation should be thinking about moving to assisted living or moving in with adult children.

With the possible exception of Gen X, people are ignoring the conventional wisdom. Millennials are
taking longer to marry, start families, and buy their first homes. And the 55+ population are working
longer, aging in place, or buying an additional home (or two) rather than winding down. Furthermore,
they expect to be an active part of our housing economy for quite a while longer.

Apparently there is a lot more fun after 50 than there used to be.

PREPARED BY THE ECONOMIC & HOUSING RESEARCH GROUP

Sean Becketti, Chief Economist
Elias Yannopoulous, Quantitative Analyst

www.freddiemac.com/finance

Opinions, estimates, forecasts and other views contained in this document are those of Freddie Mac’s
Economic & Housing Research group, do not necessarily represent the views of Freddie Mac or its
management, should not be construed as indicating Freddie Mac’s business prospects or expected
results, and are subject to change without notice. Although the Economic & Housing Research group
attempts to provide reliable, useful information, it does not guarantee that the information is accurate,
current or suitable for any particular purpose. The information is therefore provided on an “as is” basis,
with no warranties of any kind whatsoever. Information from this document may be used with proper
attribution. Alteration of this document is strictly prohibited.

© 2016 by Freddie Mac.
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