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$288 BILLION

— THE SIZE OF U.S. CITIES’ TOTAL DEBTS,
ACCORDING TO AN INDEPENDENT STUDY.

Source: 2024 Financial State of the Cities, Truth in Accounting. Data to 2022 fiscal year end.

Many cities in the U.S., China, UK and elsewhere are
highly indebted just as they face mounting social and
environmental challenges.

Meanwhile, developing world cities often lack
institutions for collecting tax revenues.
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With their importance growing, cities must square the
circle between creating thriving economies and meeting
society’s needs. It’s a time for strategies that tackle key
issues such as affordable housing, climate change and
crime — yet find innovative ways to fund them.


https://www.truthinaccounting.org/library/doclib/Financial-State-of-the-Cities-2024.pdf
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In arecent ranking of global cities, New York, London and San Jose, respectively,
claimed the top three places.

They were judged by economics, human capital, quality of life, environment and

governance. But as the importance of cities grows, their future success depends on how
well they tackle society’s challenges.

Source: Oxford Economics Global Cities Index, 2024
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Source: Oxford Economics Global Cities Index, 2024
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https://www.oxfordeconomics.com/global-cities-index/
https://www.oxfordeconomics.com/global-cities-index/

Urban population will swell to 6 illion by 2045, up from 4.4 billion, according to the World Bank.

Much of this growth is happening in developing Asia and Africa; however, increasing migration is also likely
to drive population growth in cities across Europe and developed Asia.

Source: World Bank, 2024

Driven largely by population growth and climate change,
cities are the places where it’s most urgent to tackle
society’s looming challenges.

They are crowded places, often built near water and
vulnerable to flooding. As magnets for migrants, they are

also places that magnify social inequality.

Yet higher taxes are not always an option for cities
looking for ways to solve their problems.

Already, high-tax U.S. cities such as New York and
San Francisco have seen people leaving for lower-tax
destinations like Florida and Texas.
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https://www.worldbank.org/en/topic/urbandevelopment/overview

KEY ISSUES FOR CITIES

At a defining time, these are among key issues cities face, all of which require funding to overcome:

HOUSING AFFORDABILITY
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Urban inequality is evident in the cost of housing.
Acquiring property is prohibitively expensive in many
cities, and since COVID-19 rents have also spiked.

New York City is the most expensive U.S. city, with
66.9% of income spent on rent, followed by Miami
at 42.0% and Fort Lauderdale at 36.8%, according
to Moody’s Analytics. In terms of the cost of buying
a house, Hong Kong is most expensive, with house
prices equal to 18.8 times annual income.

Source: Moody’s Analytics, Q1 2023; Demographia, 2023
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https://cre.moodysanalytics.com/insights/market-insights/key-takeaways-from-the-1st-quarter-housing-affordability-update/
https://cre.moodysanalytics.com/insights/market-insights/key-takeaways-from-the-1st-quarter-housing-affordability-update/
http://www.demographia.com/dhi.pdf

Least-Affordable Housing Markets
Median Multiple (Median House Price/Median Household Income)

“Impossibly Unaffordable” Housing Markets Median Multiple 9.0 and Over

167 133 123 19 109
Hong Kong Sydney Vancouver San Jose Los Angeles
Source: Demographia, 2023
QUALITY OF LIFE
70%1 800 M 67M
The amount of global C02, The number of people who will The number of premature
emitted by urban areas, with live in cities where sea levels will deaths attributed to air
transport and buildings being rise by half a meter by 2050 as pollution from particulate
among the largest contributors. glaciers and ice sheets melt. matter — much of it in cities.
Source: IPCC, 2022 Source: C40 Network of Mayors, 2023 Source: WHO, 2023
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http://www.demographia.com/dhi.pdf
https://www.ipcc.ch/report/ar6/wg2/ 
https://www.c40.org/what-we-do/scaling-up-climate-action/adaptation-water/the-future-we-dont-want/sea-level-rise/
https://www.who.int/teams/environment-climate-change-and-health/air-quality-and-health/health-impacts/types-of-pollutants

ESSENTIAL INFRASTRUCTURE

49.5% 36%

of urban residents worldwide have convenient of the global urban population is not
access fo public transportation. connected to sewers, while elsewhere aging
Source: UN Sustainable Transport Conference, Beijing, October 2021 SySTBmS need I‘eplacing.

Source: UN, 2023

SAFETY

There’s a stark contrast in cities’ crime rates.

Mexican cities such as Colima and Zamora
recently had the dangerous distinction of having
the most murders per population, while Hong
Kong and Glendale, California, had the lowest,
according to one ranking. Keeping cities safe is a
key responsibility of government. Failure to do so
undermines a city’s economy and social fabric.

Source: Statista, 2021; Berkshire Hathaway Travel Protection, 2023
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https://www.itf-oecd.org/second-united-nations-global-sustainable-transport-conference
https://unhabitat.org/global-report-on-sanitation-and-wastewater-management-in-cities-and-human-settlements
https://www.statista.com/statistics/984420/homicide-rates-mexico-by-city/
https://www.bhtp.com/blog/safest-cities-to-travel/
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Cities are delicate ecosystems.

Dynamic cities like Dubai and Singapore are successfully deploying strategic urban planning to attract
human capital and drive economic prosperity. Only established as modern cities in the past 60 years, both
have high individual wealth, low crime and good transport infrastructure.

Among prominent civic leaders today is Anne Hidalgo,
Paris's first female mayor.

She won the 2023 ULI Prize for Visionaries in Urban
Development after introducing low emission zones and
big increases in social housing.

XE Solutions

In Detroit, a local business leader is credited with
leading the city’s revitalization.

The urban transformation includes public and private
investments in innovation districts, and disused
downtown office buildings being converted into
accommodation. Fast-growing developing-world
cities can learn from solutions such as these.

Source: WEF, 2023; Reuters, 2024
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https://www.weforum.org/agenda/2023/06/struggling-cities-should-look-to-detroit-for-lessons-on-revival/
https://www.reuters.com/business/autos-transportation/gm-plans-move-headquarters-different-building-detroit-source-2024-04-15/

To solve the problem of affordability, cities are
: introducing a range of measures, which often
' require a rethinking of some regulations.

In Paris, for instance, the ratio of social housing
is set to increase from 25% in 2024 to 45% by
2035, including converting old offices to housing.

| have created social housing [publicly subsidized
apartments] for middle classes and working classes.
Today you have about 700,000 people who live in Paris
because they are in social housing. Otherwise they would
have left.”

ANNE HIDALGO

Mayor of Paris Source: Time, 2024
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https://time.com/collection/time100-leadership-series/6972036/paris-mayor-anne-hidalgo-olympics-interview/

In Africa, cities are turning to public-private partnerships to build affordable homes.

In Sierra Leone, there is a project to build 5,000 homes, and in Rivers State, Nigeria, more than 1,000
houses have been built in Port Harcourt, the state capital.

Source: LSE, 2024

Cities as far apart as Barcelona, Melbourne and
Shanghai are looking to enhance quality of life through
concepts such as the “15-minute city.”

This creates cities where everything a resident needs can
be reached within 15 minutes by foot or bike.

The better the quality of life and more prosperous a city,
the lower the crime rate tends to be.

Cities such as Abu Dhabi and Doha are cutting crime
with well-equipped police and harsh penalties for
criminals.
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https://blogs.lse.ac.uk/africaatlse/2024/02/06/blended-finance-and-public-private-partnerships-can-provide-affordable-housing-in-africa/

Cities are also seeking to manage the risk of flooding
and forest fires.

These risks are making some homes uninsurable,
especially in U.S. states such as California and Florida,
as well as parts of Australia. For fast-growing cities,
the solutions take many forms — from sea walls to

fire breaks, stricter planning laws and early warning
systems.

Turning to carbon, cities are driving down CO2 by
making buildings and transport more eco-efficient.

Many have pledged to ensure all buildings, old or new,
will meet net-zero standards by 2050. Rather than
constructing new buildings, planners are prioritizing
repurposing old ones. In transport, more than 700
subway systems worldwide have committed to halving
emissions by 2030. Other ways they are cutting
carbon are threefold: cleaning up the power sources,
increasing electrification and encouraging alternatives
to cars like public transport.

Source: C40, 2021

Smart city infrastructure is being used to ease traffic
congestion, optimize energy use and make up for a lack
of sewers.

Singapore’s "Smart Nation" program puts technology at
the center of the city state: streamlining transportation,
health management and even water conservation.

It’s transforming Singapore, driving technological
innovation and improving quality of life. In Europe,
Copenhagen has invested in intelligent transport
systems to achieve its vision of 75% of all trips in the
city being by bike, on foot or on public transportation.
Smart sewers, too, are deploying sensors, data analysis
and weather forecasts to prevent sewage overflows.

Source: McKinsey, 2023; EPA, 2023
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https://www.c40.org/news/cities-committed-race-to-zero/
https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/infrastructure-technologies-challenges-and-solutions-for-smart-mobility-in-urban-areas
https://www.epa.gov/npdes/smart-sewers
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Many cities are in no position to fund the coming essential and substantial investment.

In the U.S., 53 cities do not have enough money to pay their bills, according to a study by Truth in
Accounting. Additionally, China’s municipal debt crisis is well known, as are UK cities’ financial difliculties.
In the developing world’s fast-growing cities, there is also often a shortage of funding due to low tax

revenues.

Source: 2024 Financial State of the Cities, Truth in Accounting, 2023

S15 TRILLION

The estimated gap in global infrastructure investment
by 2040 - much of it in cities.

This provides a generational opportunity for private
capital. By 2040, there will be an estimated $15 trillion
gap between projected infrastructure investment

— much of it in cities — and the amount needed.
However, that is just infrastructure; cities’ requirements
are far wider.

Source: Global Infrastructure Hub, 2018
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https://www.truthinaccounting.org/library/doclib/Financial-State-of-the-Cities-2024.pdf
https://outlook.gihub.org/?utm_source=GIHub+Homepage&utm_medium=Project+tile&utm_campaign=Outlook+GIHub+Tile

Broadly speaking, the opportunities for private capital lie in three areas:

1. Cities in the developed and developing world are
turning increasingly to public-private partnerships.

This includes blended finance, to build housing and
large infrastructure projects. Infrastructure projects
may range from public buildings, such as schools or
hospitals, to transportation like railways, airports or

roads.

3. As cities around the world expand and repurpose
existing buildings, opportunities are likely to emerge for
real estate investment.

These may vary from building affordable homes in
developing cities such as those in Nigeria and Sierra
Leone, to converting downtown offices into housing in
U.S. cities like Detroit.
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2. Cities raise financing through municipal bonds.

Municipal bonds finance day-to-day expenditure and
for public projects, while social bonds are used to fund
social projects like schools and hospitals.




CONCLUSION

As cities' roles grow globally, so too are they the places where today’s biggest
challenges must be tackled. Solving these issues will improve quality of life, boost
investor confidence and foster economic growth.

There are cities that have really done a great job of frying
to make sure that they're building in the resilience froma
climate and sustainability perspective. That makes people
feel confident to make investments.”

CATHY MARCUS
co-CEQ and Global Chief Operating Officer of PGIM Real Estate

Cities must urgently reimagine themselves, as achieving
meaningful change will take years. It's a time for balancing
debt, demographics and dreams.
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