
   Main Points: “The Hidden Risk to the Housing Market” 

        A Looming, Under-Discussed Economic Threat 

• The U.S. faces a potential housing-market crisis driven by increasingly severe 

natural disasters. 

• Former Freddie Mac leadership warns that climate-driven flooding and sea-level 

rise could trigger an economic shock comparable to 2008. 

• Wildfire risk in the West now mirrors coastal flooding as a major destabilizing 

force. 

   Extreme Weather Is Undermining Insurance — and the Housing Market 

• Wildfires, floods, and storms are becoming more frequent and destructive. 

• Insurance companies are raising premiums, reducing coverage, or withdrawing 

from high-risk regions. 

• Homes without insurance become unmortgageable, which depresses property 

values and threatens lenders with bad debt. 

• This combination could cascade into a broader financial crisis. 

       The Authors’ Warning: Act Before Disaster Strikes 

• The U.S. must shift to a “left of bang” mindset — preventing disasters rather than 

reacting afterward. 

• Current disaster-response systems are fragmented, slow, and lack unified 

standards. 

   Proposed Solutions for Wildfire-Prone Regions 

• Create a U.S. Wildland Fire Service to centralize and professionalize wildfire 

response. 

• Establish national standards for wildfire suppression, similar to those that reduced 

structural fire deaths since 1980. 

• Faster, coordinated response would save lives, protect property, and stabilize 

insurance markets. 

        Proposed Solutions for Coastal Regions 

• Pass the bipartisan Reinvesting in Shoreline Economies and Ecosystems Act 

to fund coastal resilience projects. 

• Coastal infrastructure needs are enormous — sea walls alone may cost over $400 

billion by 2040. 



• Redirecting offshore energy revenues could help states manage these costs. 

     Rethinking Homeownership in Disaster Zones 

• Expand and streamline FEMA’s buyout program to include wildfire-damaged 

homes. 

• Current buyout processes take over five years on average, leaving families stuck in 

unsafe areas. 

• Update building codes in storm- and wildfire-exposed states. 

• Ensure Fannie Mae and Freddie Mac only accept mortgages backed by financially 

stable insurers. 

    The Bottom Line 

• The risk of a cascading financial collapse — from insurance failures to mortgage 

defaults to falling home values — is real and growing. 

• Proactive disaster preparedness is essential to protect lives, property, and the 

broader U.S. economy. 

 


