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Chairwoman Waters, and Ranking Member McHenry, thank you for inviting me to
testify today. My name is Michael Mitchell, and I am the Director of Policy and Research at
the Groundwork Collaborative, an economic policy think tank based in Washington, D.C.
dedicated to broadly shared prosperity and abundance for all.

My testimony today will focus on three key points:

1) The Federal Reserve's actions to combat inflation are driving up rents as high
interest rates increasingly price people out of the home-buying market and further
crowd the rental market. They are also exacerbating the longstanding housing
crisis by dampening sorely needed investment in new construction.

2) The Federal Reserve's aggressive interest rate hikes risk undermining a strong
labor market and pushing our economy towards a recession. These actions are
coming at great cost to workers and families across the country, particularly the
most vulnerable.

3) Policymakers have the tools at their disposal to build a more resilient and
equitable housing sector.

The Federal Reserve's actions to combat inflation are driving up rents and dampening
sorely needed investment in new housing construction.

The Federal Reserve has raised interest rates six times so far in 2022, including four
interest rate hikes of 75 basis points. As the Federal Reserve continues to raise interest
rates – other rates, such as mortgage rates, follow suit. The average 30-year fixed
mortgage rate across the US is above six and a half percent and near 15-year highs.

As the cost of buying a house becomes more expensive, potential homebuyers are
forced to remain in the rental market where there are already too few rental units to meet
demand – putting upward pressure on rental prices.1 The most recent Consumer Price
Index (CPI) report in October revealed that rent prices went up 7.5% year over year, the
highest rate in over 40 years.2

2 “Median Sales Price of Houses Sold for the United States” FRED, https://fred.stlouisfed.org/graph/?g=VjOs

1 Angie Basiouny, “When Will Housing Prices Fall?” Wharton Business Daily, October 4 2022,
https://knowledge.wharton.upenn.edu/article/when-will-housing-prices-fall/



Federal Reserve action also undermines private sector investment in housing
construction as the rising cost of borrowing makes such construction more costly and
less profitable.3 In recent months we have seen declines in permits for single-family
home construction and single-family housing starts.4 The Fed-induced slowdown in the
housing market will only exacerbate the 4 million unit deficit in housing that predated this
inflationary period.5

The Federal Reserve's aggressive approach to interest rate hikes risks undermining a
strong labor market, and harming marginalized workers – while large corporate
landlords use this moment to push up rents and boost profits.

Thanks to timely actions taken by the Biden administration and Congress, we have
experienced one of the strongest post-recession recoveries on record. However, the
recovery is in jeopardy because of the Federal Reserve's aggressive interest rate hikes.
In recent months, job and wage growth has slowed and a broad range of experts, from
Nobel Prize winning economists to financial analysts, have started to sound the alarm
about how the Federal Reserve's interest rate hikes could throw us into a devastating –
and totally avoidable – recession.6

A recession at this moment would be particularly damaging to marginalized workers –
workers of color, women, and workers with disabilities – as discrimination in the labor
market means these workers are last to benefit from a strong economy and the first to
suffer.

Yet, despite the significant threats that the Federal Reserve's interest rate hikes pose to
the economic security of millions – many of which are renters – large landlords have
seen this moment as an opportunity to raise rents by as much as they possibly can.
These companies have been very explicit about the fact that the Fed's actions have
given them cover to raise rent more than overall inflation in order to pad their own
pockets and those of their shareholders. On earnings calls they have been forthright with
shareholders about their ability to raise rents with zero concerns for tenants.

So what is to be done?

6 “Federal Reserve Members Threaten More “‘Pain’” For Working Families As Top Economic Experts And
Other Prominent Voices Warn Interest Rate Hikes Could Backfire,” Accountable. US, November 10, 2022,
https://accountable.us/research/federal-reserve-members-threaten-more-pain-for-working-families-as-top-e
conomic-experts-and-other-prominent-voices-warn-interest-rate-hikes-could-backfire/

5 Sam Khater, Len Kiefer, & Venkataramana Yanamandra, “Housing Supply: A Growing Deficit,” FreddieMac,
May 7 2021, https://www.freddiemac.com/research/insight/20210507-housing-supply

4 Robert Dietz, “An End to Large Rate Hikes from the Fed?” National Association of Homebuilders,
November 2, 2022, https://eyeonhousing.org/2022/11/an-end-to-large-rate-hikes-from-the-fed/

3 Skanda Amarnath, “The Supply-Side Damage Has Begun: The Dark Side Of Fed Tightening,” Employ
America, June 1, 2022,
https://www.employamerica.org/blog/the-first-dose-of-supply-side-damage-is-here-the-dark-side-of-fed-an
d-financial-conditions-tightening/
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While the Federal Reserve may be exacerbating the rent affordability crisis, there are a
number of actions that Congress can take to address the growing cost of rent in the short
term while also tackling key underlying factors to ensure adequate affordable housing
over the long term.

In the short term Congress can:

● Protect renters from burdensome rent increases in homes with federally backed
mortgages

● Tackle corporate profiteering in the housing sector.
● Make investments in helping families afford housing.

And in the long term:

● Make public investments geared toward boosting the housing supply.
● Work with municipalities to adopt new forms of zoning regulation that would

enable an increase in the supply of affordable housing.

The Federal Reserve's actions to combat inflation are driving up rents and exacerbating a
housing crisis that threatens the well-being of millions of families across the country.
Congress will need to act to ensure that struggling families have access to quality and
affordable housing. In the long-run, public investment in boosting housing supply will be
critical to building a housing sector capable of meeting our country's housing needs.  I’m
happy to answer any questions.
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