Housing Market Sample Questions

1. When did the housing market bubble begin?

2. What caused the price of houses to increase since 2000?

3. Provide an example of an area that witnessed large increases in housing prices since 2000.

4. How did banks make the problem worse?

5. What is the American Dream Downpayment Initiative (ADDI)? 

http://www.hud.gov/offices/cpd/affordablehousing/programs/home/addi/
6. Why did banks lend money to speculative buyers?

7. How did ADDI impact sub-prime lending?

8. What is a conventional loan? What is a non-conventional loan?

9. Why did the housing bubble burst?

10. How did the problem spread outside of the banking industry?

11. What is leveraging?

12. Is leveraging risky? Why? Or why not?

13. How did AIG get in trouble?

14. How did Morgan Stanley get in trouble?

15. Why did the government bailout the banks and investment companies?

16. What was the cause of the housing problem?

Use the demand and supply graph to answer questions 17-22.
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In each of the following scenarios, either the demand or the supply (or both) of housing changes. 

What shifts the demand curve, supply curve, or both?

Which direction is the shift?

What does the shift(s) do to the equilibrium prices and quantity of homes?

17. the income in the area decreases

18. the banks tighten credit

19. the federal government provide funding for banks who lend to risky customers

20. immigrants entered the labor market for home construction (roofing, painting, siding)

21. interest rates increased

22. banks stopped lending money to builders for spec houses
