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CLIMATE ▲ START CONSIDERING THE HOUSING IMPLICATIONS
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FLOOD INSURANCE IS A GROWING RISK

Data Source: FEMA, USA Today, Insurance Journal, AC Press
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FLOOD INSURANCE – A SHORT & LONG TERM RISK

Data Source: Tampa Bay Times
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NFIP LOSSES HAVE BEEN RISING
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RIGHT TAIL EVENTS ARE BECOMING MORE COMMON
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STORM VOLUME IS INCREASING IN THE NORTH ATLANTIC

Data Source: Weather Underground
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HURRICANE VOLUME IS INCREASING IN THE NORTH ATLANTIC

Data Source: Weather Underground
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EXTREME HURRICANE VOLUME (CAT 4 & 5) IS RISING

Data Source: Weather Underground
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EXTREME HURRICANE VOLUME (CAT 4 & 5) IS RISING

Data Source: Weather Underground, NOAA
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PROPERTIES AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTIES AT RISK OF STORM SURGE FLOODING
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PROPERTIES AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTY VALUE AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTY VALUE AT RISK OF STORM SURGE FLOODING
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PROPERTY VALUE AT RISK OF STORM SURGE FLOODING
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STUDY FINDINGS SUMMARY

These bullets are 
excerpts from a 2016 
Freddie Mac report on 
the risks posed by 
climate change to 
shorefront and 
waterfront property. The 
author raised numerous 
relevant questions and 
points.

• The area of the SFHAs (Special Flood Hazard Areas) will increase by 45 percent nationally on average by the end of this 
century. In coastal areas, SFHAs will increase by 55 percent. Three-to-four percent of the US population will live in coastal 
SFHAs by 2100 and 11 percent of the US population will live in riverine (that is, inland) SFHAs. In addition, between $66 billion 
and $160 billion worth of real estate is expected to be below sea level by 2050. By the end of the century, the range is $238
billion to $507 billion.

• Florida sits on a substrate of porous limestone that holds Florida's supply of fresh water. As the sea level rises, it infiltrates the 
limestone underground and contaminates the freshwater supply. A sea wall might stop storm water surges on the surface, but it
can't prevent the underground incursion of salt water.

• The economic losses and social disruption may happen gradually, but they are likely to be greater in total than those 
experienced in the housing crisis and Great Recession. That recent experience illustrated the difficulty of allocating losses
between homeowners, lenders, servicers, insurers, investors, and taxpayers in general. 

• A large share of homeowners' wealth is locked up in their equity in their homes. If those homes become uninsurable and 
unmarketable, the values of the homes will plummet, perhaps to zero. Unlike the recent experience, homeowners will have no 
expectation that the values of their homes will ever recover.

• In the housing crisis, a significant share of borrowers continued to make their mortgage payments even though the values of 
their homes were less than the balances of their mortgages. It is less likely that borrowers will continue to make mortgage 
payments if their homes are literally underwater. As a result, lenders, servicers and mortgage insurers are likely to suffer large 
losses.

• One challenge for housing economists is predicting the time path of house prices in areas likely to be impacted by climate 
change. Consider an expensive beachfront house that is highly likely to be submerged eventually, although "eventually" is 
difficult to pin down and may be a long way off. Will the value of the house decline gradually as the expected life of the house
becomes shorter? Or, alternatively, will the value of the house—and all the houses around it—plunge the first time a lender 
refuses to make a mortgage on a nearby house or an insurer refuses to issue a homeowner's policy? Or will the trigger be one 
or two homeowners who decide to sell defensively?

Data Source:  Freddie Mac, AECOM, Risky Business Project


