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2025 Policy Changes  
Boost Affordable Housing

Federal policy changes enacted in 2025 have positioned geographically targeted federal 
tax incentives at the center of the nation’s affordable housing strategy. These measures 
include a long-term extension of the Opportunity Zones (OZ) program, a 12% expansion 
of Low-Income Housing Tax Credit (LIHTC) allocations, improvements in private activity 
bond access for rehabilitation programs, and broader eligibility for the 30% basis boost in 
Difficult Development Areas (DDAs). While distinct in structure, all aim to improve project 
feasibility in underserved or high-cost environments. Together, these actions signal a poli-
cy landscape increasingly oriented toward location-based tax incentives that align capital 
with affordability needs.

The long-term effect depends on interest rate conditions, capital availability, construction 
labor constraints and local entitlement environments. Even so, the combined weight of 
federal and state support positions the multifamily sector for a decade of elevated activity. 
The LIHTC program, responsible for more than 3.5 million affordable units since 1986, is 
projected by Yardi Matrix to deliver nearly 215,000 units in the next three years. With addi-
tional credits, that number could push higher. At the same time, Opportunity Zones have 
proven effective at attracting private capital into designated low-income submarkets. Ap-
proximately 600,000 multifamily units have been completed in OZs since 2017, establishing 
the program as a consistent facilitator of institutional investment.

Geographically targeted incentives influence not only whether projects pencil but where 
capital concentrates. More than 58,000 affordable units are under construction and anoth-
er 178,000 are in planned or prospective stages within DDAs and OZs in the top 30 metros 
alone. These figures highlight how incentives are reshaping supply pipelines at a time when 
longstanding affordability gaps require sustained production.

 �Nationally, there are 6.4 million units in OZs and DDAs, including 4.1 million units in 
DDAs and 2.3 million in OZs. Of the total, 5.1 million units are market rate and 1.3 
million are fully affordable. 

 �The potential for growth is high. In OZs and DDAs, more than 205,000 units are 
under construction and more than 143,000 units are in the planned stage, which we 
define as formal conceptual plans that are approved by a planning/zoning authori-
ty. Planned projects are expected to start construction within 12-18 months. 
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 �The 348,000 combined units under con-
struction or in the planned stage in OZs 
and DDAs represent 5.4% of total in-
place stock. Of that, units currently under 
construction alone would increase stock 
by 3.9% in OZs and 2.8% in DDAs. 

 �OZ and DDA incentives could boost af-
fordable stock more than market-rate 
stock. The number of units in the pipeline 
represents a 12.7% increase in fully af-
fordable units and 3.5% increase in mar-
ket-rate units in those areas. 

 �The DDA incentives make the develop-
ment of affordable housing more feasible. 
The number of fully affordable units under 
construction would add 6.9% to stock in 
DDAs and 5.5% in OZs. The percentage 
of market-rate units under construction is 
less: 2.2% in DDAs and 3.1% in OZs.

DDAs Anchor the Affordable Pipeline

The 1986 legislation that established the LIHTC 
program designated DDAs, areas with high land, 
construction and utility costs relative to the area 
median income. The DDAs enable developers to 
claim additional tax credits when they are cal-
culating LIHTC equity, allowing projects to raise 
substantially more capital without increasing 
rents or tenant income limits. 

LIHTC developments located in DDAs may be el-
igible for up to a 30% basis boost. This addition-
al basis enables developers to raise more LIHTC 
equity, improving project feasibility in locations 
where affordable housing production would 
otherwise be financially challenging. In practical 
terms, the additional equity reduces the amount 
of debt needed to support construction. The ef-
fect is to facilitate new affordable housing de-
velopment where land, materials and operating 
costs would otherwise preclude construction. In 

Metros With the Most  
Units Under Construction in DDAs

Metro Market Rate Affordable Total % Stock

Phoenix 21,671 2,036 23,707 11.2%

Dallas 10,139 1,412 11,551 3.9%

Miami Metro 4,289 1,627 5,916 2.3%

Los Angeles 2,630 3,122 5,752 2.2%

Tampa 4,218 873 5,091 2.6%

New York 253 4,264 4,517 1.3%

Orlando 2,133 2,184 4,317 2.6%

San Diego 2,197 2,013 4,210 4.1%

Denver 3,188 645 3,833 4.3%

Inland Empire 2,589 1,179 3,768 3.0%

Source: Yardi Matrix

Metros With the Most  
Units Completed in DDAs

Metro Market Rate Affordable Total % Stock

New York 221,517 132,360 353,877 55.9%

Dallas 284,916 13,028 297,944 31.6%

Atlanta 281,503 14,727 296,230 52.1%

Miami Metro 226,633 34,306 260,939 66.3%

Los Angeles 223,060 34,507 257,567 51.3%

Phoenix 207,247 4,999 212,246 55.0%

Tampa 181,894 16,169 198,063 73.0%

Orlando 152,916 14,945 167,861 56.9%

Houston 142,209 5,925 148,134 19.3%

Chicago 128,859 16,210 145,069 34.2%

Source: Yardi Matrix

high-cost metros, the DDA incentive can help af-
fordable projects move forward as opposed to 
remaining undeveloped. As a result, DDAs are a 
well-established driver of affordable production 
in cost-constrained markets.

There are six metros with more than 2,000 fully 
affordable units under construction in DDAs: New 
York (4,264), Los Angeles (3,122), Seattle (2,377), 
Orlando (2,184), Phoenix (2,036) and San Diego 
(2,013). DDAs support fully affordable develop-
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OZs a Boost to Potential Development

While DDAs restore feasibility in cost-constrained 
environments, Opportunity Zones amplify devel-
opment in low-income submarkets. Together, the 
two designations define complementary paths 
through which affordable housing enters the 
pipeline. The OZ tax incentives apply across mul-
tiple asset classes, but multifamily has emerged 
as one of the most common uses of OZ capital.

ment in high-cost primary markets where elevat-
ed construction costs would otherwise constrain 
feasibility. In Los Angeles, fully affordable units 
under construction in DDAs would add 9.1% to 
stock. The forward pipeline is substantially larger, 
totaling more than 19,000 units (56.0%).

Metros with the greatest amount of total stock 
under construction in DDAs include Phoenix 
(23,707), Dallas (11,551), Miami (5,916), Los An-
geles (5,752) and Tampa (5,091). In fast-growing 
Sun Belt metros, DDA development is driven by 
rapid population growth and rising construction 
costs that have narrowed margins for afford-
able development. In Phoenix, for example, 2,036 
affordable units are under construction in DDAs, 
which would boost fully affordable stock in those 
areas by 40.7%. Counting developments in the 
planning stage, the DDA affordable development 
pipeline in Phoenix is 90% of current stock.

Sacramento reflects a comparable dependence 
on DDA incentives, though shaped by region-
al spillover rather than internal growth alone. 
Nearly 2,000 fully affordable units are under 
construction in DDAs, accounting for 19.0% of 
the 10,240 completed units. Another 3,600 units, 
or 35% of total stock, are in the forward pipe-
line in DDAs. Rising land values, entitlement con-
straints and continued displacement pressure 
from the Bay Area have elevated the importance 
of DDAs in Sacramento.

In coastal markets where rents have risen sharply 
in recent years due to rapid migration, the DDA re-
lationship becomes even more pronounced. Along 
the Southwest Florida Coast, DDA tracts contain 
424 affordable units under construction, equal to 
18.0% of the 2,359 completed units. The fully af-
fordable forward pipeline exceeds the size of the 
current affordable DDA inventory. This reflects 
escalating housing costs, which position DDA eli-
gibility as a primary channel for scaling affordable 
supply alongside population growth.

Metros With the Most Units  
Completed in OZs

Metro Market Rate Affordable Total % Stock

New York 29,452 82,230 111,682 17.6%

Houston 70,163 17,682 87,845 11.4%

Los Angeles 58,129 29,255 87,384 17.4%

Washington DC 62,407 21,934 84,341 13.2%

Phoenix 62,709 9,603 72,312 18.7%

Richmond–Tidewater 41,451 14,315 55,766 21.0%

Miami Metro 25,070 30,600 55,670 14.1%

New Jersey 36,958 15,908 52,866 12.2%

Atlanta 36,354 13,145 49,499 8.7%

Philadelphia 30,520 18,009 48,529 12.8%

Source: Yardi Matrix

Metros With the Most Units  
Under Construction in OZs

Metro Market Rate Affordable Total % Stock

Phoenix 8,918 626 9,544 13.2%

Los Angeles 1,097 2,657 3,754 4.3%

New Jersey 3,216 385 3,601 6.8%

Salt Lake City 1,944 1,656 3,600 13.3%

Austin 1,472 1,984 3,456 12.0%

New York - 3,315 3,315 3.0%

Orlando 1,380 1,288 2,668 9.4%

Denver 1,101 1,130 2,231 7.6%

Miami Metro 554 1,505 2,059 3.7%

Washington DC 319 1,698 2,017 2.4%

Source: Yardi Matrix
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Salt Lake City provides the clearest illustration 
of OZ-driven acceleration. OZ tracts in the met-
ro contain 1,656 fully affordable units under con-
struction, equal to 27.2% of the 6,089 completed 
units. The forward pipeline remains deep, with 
2,700 units in the planned or prospective stage. 

Austin follows a similar trajectory. The metro’s OZ 
tracts contain 1,984 fully affordable units under 
construction, representing 21.1% of the 9,411 
completed units. The planned and prospective 
pipeline totals over 2,700 units, nearly 30% of 
stock. Zoning reforms, suburban expansion and 
sustained population inflow have created an en-
vironment where OZ incentives magnify a robust 
construction cycle in Austin.

Smaller but fast-growing metros reinforce this 
pattern. In Columbus, OZ tracts contain 847 ful-
ly affordable units under construction, equal to 
16.0% of completed affordable stock, with an-
other 20% in the pipeline. Raleigh–Durham has 
389 fully affordable units under construction 
(12.7%), with another 40% in the pipeline. Al-
though these markets operate on a smaller scale, 
their pipelines demonstrate how OZ incentives 
reinforce development in regions benefiting from 
institutional investment, employment growth 
and favorable demographic trends.

Incentives Key in Affordable Multifamily

The shortage of attainable rental housing con-
tinues to intensify across the United States, 
driven by a combination of high construction 
costs, persistent demand growth and regula-
tory barriers that limit supply. To address these 
challenges, federal policymakers have imple-
mented geographically targeted incentives that 
are intended to redistribute investment toward 
locations where development has historically 
been difficult to achieve. 

The pipeline patterns across DDAs and OZs high-
light a clear division of labor within federal devel-
opment policy. DDAs enable feasibility in markets 
where high costs suppress affordability-oriented 
construction, while OZs direct capital toward 
neighborhoods that are already experiencing or 
positioned for growth.

For developers, this distinction is increasingly de-
terminative of where affordable projects can be 
underwritten with confidence. In metros such as 
Phoenix, Sacramento and the Southwest Florida 
Coast, without the DDA incentive many projects 
would struggle to pencil amid rising land values, 
construction costs and debt constraints. DDAs 
reduce downside risk by allowing for more tax 
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credits to be claimed, which helps projects to 
proceed when they would otherwise stall. 

Opportunity Zones accelerate multifamily de-
velopment through tax incentives, concentrat-
ing capital into specific areas to boost produc-
tion. For developers, OZs can shorten timelines 
and expand the universe of viable sites within 
high-growth districts. For investors, elevated 
construction intensity within OZ tracts signals 
where tax-advantaged capital is reinforcing de-
mographic and employment trends rather than 
counteracting cost pressures.

Taken together, DDAs and OZs increasingly func-
tion as complementary tools rather than com-
peting programs. DDAs define where affordable 
development is possible in cost-constrained mar-
kets, while OZs influence where capital moves 
fastest in growth-driven environments. For mar-

ket participants, understanding this division of la-
bor is critical. The most resilient affordable pipe-
lines are emerging where incentives are aligned 
with local conditions, reducing risk and improving 
capital efficiency.

Due to elevated construction costs and capital 
constraints, geographically targeted federal in-
centive programs will play a larger role in shap-
ing investment and development strategies. The 
question for investors and developers is which 
incentive structure best aligns with a market’s 
underlying cost, demand and capital dynamics. 
Those who calibrate site selection, underwriting 
and capital deployment accordingly will be best 
positioned to capture the next wave of afford-
able housing production.

—Paul Fiorilla,  Director of Research 

and Jacob Gonzalez, Senior Research Analyst
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Appendix

The methodology for the Matrix competi-
tiveness index is explained here.

The four property quality types that are em-
bedded in Matrix are:

 �Discretionary (equivalent to A+, 
A apartments);

 �Upper Mid-Range (A-, B+);

 �Low Mid-Range (B, B-);

 �Workforce–Upper (C+, C).

For each metro, we calculated the average ad-
vertised rent in each of the quality segments 
and the share of apartment units comprising 
each quality segment. To use Austin as an ex-
ample, the maximum average fully affordable 
rent is $1,631 (10% of stock in the metro), 
while the advertised averages in the mar-
ket-rate segments are:

 �$1,915 for Discretionary, which comprises 
22% of stock in the metro;

 �$1,659 for Upper Mid-Range, which 
comprises 46% of stock in the metro;

 �$1,296 for Low Mid-Range, which 
comprises 17% of stock in the metro;

 �$1,190 for Workforce–Upper, which 
comprises 5% of stock in the metro.

Using the government’s definition of “afford-
ability” (when housing costs consume 30% or 
more of household income), we calculated the 

percentage of Area Median Income it would take 
to “afford” the rent in each quality segment before 
becoming cost burdened. In the example of Austin:

 �Households that earn 68% of the AMI could 
afford the average rent of a Discretionary 
property. 

 �Households that earn 58% of the AMI could 
afford the average rent of an Upper Mid-
Range property.  

 �Households that earn 46% of the AMI could 
afford the average rent of a Lower Mid-
Range property. 

 �Households that earn 44% of the AMI could 
afford the average rent of a Workforce–
Upper property. 

 �Households that earn 58% of the AMI could 
afford the average rent of a Fully Affordable 
property. 

Housing quality categories were deemed “compet-
itive” with fully affordable when the percentage of 
households that could afford the average rent for 
market-rate units fell below 10% of the same cal-
culation for fully affordable units. We further cred-
ited all of the properties within the quality cate-
gory to be competitive with affordable. To use the 
Austin example, Upper Mid-Range (46% of total 
stock), Low Mid-Range (17%) and Workforce–Up-
per (5%) were all considered competitive with af-
fordable. Totaling the percentage of stock in those 
categories, we determined that 68% of multifam-
ily properties in Austin are competitive with fully 
affordable units.
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• Dual Market Data Access: Subscribers 
enjoy a comprehensive view with access 
to both affordable and market rate data, 
including market outlooks and trends

• Comprehensive Data Coverage: Gain insights 
on supply, actual expenses, revenues, lease 
trade outs, rent, occupancy, turnover, renewal 
rents, capex and more

• Customize Segmentation Options: Access 
tailored insights with segmentation options 
including LIHTC, non-profit, PHA, senior living 
and more

AFFORDABLE HOUSING KEY FEATURES

Contact 
us

Power your business 
with the industry’s 

leading data provider

Yardi Matrix Affordable Housing 
provides extensive coverage with 
detailed data on over 28,000 
affordable properties totaling 
3.7 million units.

https://www.yardimatrix.com/Contact-Us
https://www.yardimatrix.com/Property-Types/Affordable-Housing
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