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U.S. Municipal Bond Market
A Simple Fix to Keep the American Dream Alive: Carve Housing Bonds
Out of the Volume Cap Limitation

« Housing affordability and access to housing is eroding confidence in upward Tom Kozlik
mobility. Head of Public Policy and
« High mortgage rates are blocking families out of homeownership. %”ég’g%g;mgy

« Congress is actively considering bipartisan housing bond legislation—volume-cap tom.kozlik@hilltopsecurities.com
relief is the logical next step.
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Every national story has a turning point. Not because of one headline or one election, gary.garay@hiltopsecurties.com
but because citizens adjust what they believe is possible for their own lives and for their

children’s lives.

We are in that moment now.

A Wall Street Journal-NORC poll found that only 25% of Americans believe they have a
good chance of improving their standard of living, the lowest reading since the question
was first asked in 1987. More than three-quarters say they do not believe the next
generation will be better off than they are.

That is not just “sentiment.” That is the American promise cracking. And if you want a

single, concrete reason why, start with housing.
Housing affordability and access

to housing is eroding confidence in

Mortgage rates remain prohibitively high. Freddie Mac reports the 30-year fixed upward mobility,

mortgage rate is 6.11% as of early February 2026. For first time, low and middle-income
buyers (working families), the financing cost itself has become a barrier.

30-Year Fixed Rate Mortgage Average in the United States
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https://yakym.house.gov/posts/yakym-moore-introduce-bipartisan-affordable-housing-bond-enhancement-act
https://prod-i.a.dj.com/public/resources/documents/WSJNORCJuly2025.pdf
https://fred.stlouisfed.org/series/MORTGAGE30US
https://fred.stlouisfed.org/series/MORTGAGE30US
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At this level, mortgage rates function like a moat around homeownership for millions of At this level, mortgage rates function
families. like @ moat around homeownership
for millions of families.

Americans feel it. Gallup found that 72% of people say it is a bad time to buy a house.
The talking heads can discuss GDP growth. They can contemplate the changes in the
labor market. Many more people today seem to be talking and interested in the equity

and fixed income markets as well.

But when families look at the cost of buying a home and do the math, none of that
matters if the monthly payment does not fit within their budget.

The monthly payment is the reality.

And right now, that reality is telling millions of Americans: not yet—maybe never.

Americans' Assessment of the U.S. Housing Market
For people in general, do you think that now is a good time or a bad time to buy a house?
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Source: Gallup and HilltopSecurities.

Congress Is Moving on Housing. Let's Add One Big, Simple Thing.

Congress is actively working on housing affordability legislation right now, with
bipartisan momentum in both the House and the Senate. This is good progress, it
matters.

On Feb. 10, Representatives

That momentum is not abstract. On Feb. 10, Representatives Rudy Yakym, a Republican Rudy Yakym, a Republican from
from Indiana, and Gwen Moore, a Democrat from Wisconsin, introduced the bipartisan Indiana, and Gwen Moore,

. . ; a Democrat from Wisconsin,
Affordable Housing Bond Enhancement Act. The bill modernizes and strengthens introduced the bipartisan Affordable
long-standing housing bond tools to help more working families afford a home. Housing Bond Enhancement Act.
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That legislation is an important step. But it also highlights the next, more structural fix
that remains unfinished: removing housing bonds from the Private Activity Bond volume
cap altogether.

We need more housing supply.
We need faster permitting.
We need more building types in more places.

But we also need to stop starving one of the most effective housing financing tools we
have that can support first-time, low, and middle income homebuyers especially and
renters, and that financing tool is: tax-exempt housing bonds.

So here is a simple policy solution that is targeted and overdue:

Carve single-family and multifamily housing bonds out of the Private Activity Bond
(PAB) volume cap.

Period. Not a pilot. Not a study. Not a temporary patch that expires right when markets
start adjusting. A clean carve-out that recognizes housing not as a “nice-to-have, but as
essential economic infrastructure and as a core pathway to the American Dream.

At a time when labor markets are shifting and technology is accelerating uncertainty,
this is a lever Congress can pull that delivers lasting, real-world impact for families
nationwide.

And it would empower state housing finance agencies to lead with more scale—
without forcing housing to beg for a slice of a capped pie.

What Is“Volume Cap,”in Plain English?

The federal government limits how much tax-exempt private-activity debt can be issued
each year across the country. That limit forces states into zero-sum tradeoffs among
competing public policy priorities.

Too often, affordable housing ends up coming up short.
That is the point of the cap. And it is also the problem with the cap.

In a national housing shortage, making housing compete in a zero-sum system is like
forcing the fire department to compete and win a grant before buying hoses.

Why Tax-Exempt Housing Bonds?

Because housing bonds do two things Americans need right now:

1. Housing bonds lower borrowing costs for first-time and working-family homebuyers
through Mortgage Revenue Bonds (MRBs).

2. They also finance affordable rental housing through multi-family bonds, often paired
with the Housing Credit, expanding supply.

Carve single-family and multifamily
housing bonds out of the Private
Activity Bond (PAB) volume cap.

A clean carve-out that recognizes
housing not as a “nice-to-have,” but
as essential economic infrastructure
and as a core pathway to the
American Dream.

In a national housing shortage,
making housing competein a
zero-sum system is like forcing the
fire department to compete and win
a grant before buying hoses.
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If lawmakers want to restore belief in the American Dream, they need more than slogans. A carve-out does one powerful
They need monthly payments and financings that work. Housing bonds are not the thing: it ends the "housing versus

entire solution. But they increase access for both renters and targeted buyers. everything else kmfe'ﬁgh”.nw/ved
in state volume cap allocations.

Why a Carve-Out, Specifically?
Because we now treat housing as essential in rhetoric, but optional in financing. That is
not how prior generations built homes and generational wealth. They had access.

A carve-out does one powerful thing: it ends the “housing versus everything else”
knife-fight involved in state volume cap allocations. It gives state governments room to
scale what works without taking from other priorities, without waiting for the next crisis,
without begging for exceptions.

And it speaks directly to the public mood right now:
e People, who play by the rules, do not think they can get ahead anymore.
o People donot think it is a good time to buy a home.

o Congress is trying to move housing legislation.

This is a chance to put something bold, practical, and pro-family inside that legislative

vehicle.

. . . This is a chance to put something
This is not Partisan. It is Personal. bold, practical, and pro-family inside
Fiscal policy debates can get abstract fast.“Incentives."Allocations."Market efficiencies.” that legislative vehicle.

But housing is not abstract.

Housing is where life happens. It is where kids do homework. It is where parents exhale
for the first time all day. It is where grandparents stay close enough to be part of the
story. Housing is where lives and families and the American Dream are built.

When people lose faith they will ever afford a home, they do not just lose a purchase.
They lose a future.

That is the real warning embedded within the WSJ-NORC numbers, that only 25% of
Americans think they have a good chance of improving their standard of living.

The Policy Proposal

The Yakym—Moore bill shows Congress already recognizes the value of housing bonds;
a volume-cap carve-out would allow those tools to finally operate at the scale today’s
housing crisis demands.

The Yakym—Moore bill shows
Congress already recognizes

the value of housing bonds; a
volume-cap carve-out would allow
A full carve-out of single-family and multifamily housing bonds from the Private Activity those tools to finally operate at the
Bond volume cap. scale today’s housing crisis demands.

As Congress negotiates a final housing affordability package—or considers additional
provisions through budget reconciliation 2026—lawmakers should include:
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If this country is serious about supply, affordability, and restoring faith in upward Ifthis country is serious about supply,

mobility, this is an effective place to start. affordability, and restoring faith in
upward mobility, this is an effective

lace to start.
Not because it is flashy. Because it can work through state housing finance agencies. 0

We See You. We are Not Giving Up on the American Dream
There is a line in the American story older than any of us: Work hard. Play by the rules.
Build something.

Right now, too many people are doing exactly that—and still getting priced out.

We can argue about a hundred policy details. But we cannot negotiate with the math of
a monthly payment.

A housing-bond carve-out is not the whole answer.

We can argue about a hundred
policy details. But we cannot
negotiate with the math of a
We see you. We are not giving up on you. And we are going to make it possible again. monthly payment.

But it is the kind of answer this moment demands. It says:
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