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Has the New Home Market in the US Peaked?
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Macroeconomics



Fed Funds Rate 
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Tight Labor Market

Source: U.S. Bureau of Labor Statistics (BLS) and NAHB forecast.
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Lack of labor represents a macro risk



Cumulative Change in Employment by Age Group
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Mind the Gen-X gap



Consumer and Core Inflation
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Expansion is Aging
Current expansion is 118 months old – second longest 
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Let’s Play Clue….

“Expansions don’t die of old age.  
They are murdered.”

Ben Bernanke



NAHB FedCast

Increase fed funds rate to 2.75% in the first half of the year

“Powell pause” during much of 2019

Possibility of final rate hike during 4th quarter 2019

Slowing of sales of Treasury bond holdings, ongoing drawdown of MBS



30-Year Fixed Rate Mortgage and 10-Year Treasury
Some increases ahead but nearing peak rates for the cycle

Source: Federal Reserve and Freddie Mac data and NAHB forecast.
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GDP Growth
Economic slowdown approaching

Source: U.S. Bureau of Economic Analysis (BEA) and NAHB forecast.
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Housing Demand 

and Affordability



Consumer Confidence Continues Positive Run
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Near two-decade high but stock market declines took a toll at end of year



Household Balance Sheets
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A shift in debt away from mortgages



Consumer Debt
Rise in student and auto loans

Source: Federal Reserve Bank of New York.
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Share of Young Adults Living with Parents
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Almost doubled



Household Formation
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Demand for home ownership strengthening



Homeownership Rate
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Nine quarters of growth



Geography of Homeownership

Alaska

Hawaii

Homeownership Rates in the U.S. by County



S&P/Case-Shiller National US Home Price Index

Source: S&P Dow Jones Indices LLC; CoreLogic, Inc. and NAHB forecast.

Price growth slowing
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Higher Mortgage Rates Are Raising Housing Costs
Reducing purchase demand for single-family homes

Given $300K mortgage

4%    

3Q 2017

• $1,432 monthly payment 

• $17,184 a year

4.7%

3Q 2018

• $1,556 monthly payment 

• $18,672 a year

• $1,488 increase per year

Projected 5.1%  

2020

• $1,629 monthly payment 

• $19,548 a year

• $876 increase from 4.7%

• $2,364 increase from 4%



Housing Affordability – NAHB/Wells Fargo HOI

Source: NAHB/Wells Fargo Housing Opportunity Index.
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The Geography of Housing Affordability-NAHB/Wells Fargo HOI
Coastal markets least affordable

Source: NAHB/Wells Fargo Housing Opportunity Index (HOI).



Existing Single-Family Home Sales

Source: National Association of Realtors (NAR) and NAHB forecast.
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New Home Sales and Months’ Supply
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Supply-Side Factors



Building Materials – Lumber Prices  
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Building Materials – OSB Prices: Down 18% Since 2017
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Building Materials – Gypsum Prices: Up 6% Since 2017 

290 328 

100

150

200

250

300

350

400

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19

Index 1982=100, NSA

PPI: Gypsum Products

Source: U.S. Bureau of Labor Statistics (BLS).



Building Materials –Concrete Prices: Up 6% Since 2017
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Building Materials – Steel Prices: Up 27% Since 2017
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Inputs to Residential Construction: Up 7% Since 2017
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Labor
Labor shortage continued through 2018
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Construction Sector Productivity
Lagging overall economy
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Regulatory Costs Rising – Up 29% Over 2011-2016
Total effect of building codes, land use, environmental and other rules



Construction 

Outlook



NAHB/Wells Fargo Housing Market Index
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Year Units % Change

2015 713,000

2016 785,000 10%

2017 852,000 9%

2018f 876,000 3%

2019f 894,000 2%

2020f 928,000 4%

Single-Family Starts
Limited growth as economy slows

Trough to Current:

Mar  09 = 353,000

Jan  19 = 926,000

+162%

Source:  U.S. Census Bureau (BOC) and NAHB forecast.
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Growth in Single-Family Permits

December 2018 YTD vs. December 2017 YTD 

Source: U.S. Census Bureau (BOC). 

Rank

Decline  

Growth rate < U.S.

Growth rate ≥ U.S. (4.3%) 

No Change  



New NAHB Home Building Geography Index

Source: NAHB Analysis of Census data (Building Permits and ACS).

New economic geography measure of building conditions

• First index metric is metro areas – third quarter data

Smaller metro areas – core counties (29% of single-family permits)

• Smaller towns like Xenia, Ohio and Darlington, South Carolina

• 9.8% annual growth rate, 7.4% year-over-year

Large metro areas – core counties (18% share)

• Columbus, Ohio and Orange County, California

• 6.5% annual growth rate, 6.8% year-over-year

Large metro areas – suburban counties (26% share)

• Fairfax, Virginia

• 4.1% annual growth rate, 3.2% year-over-year

Smaller metro, outlying areas (8% market share)

• Rural areas near small towns

• 2.7% growth rate, -2.4% year-over-year



Typical New Home Size
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Townhouse Market Expanding
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14% higher than 2017



Custom Home Building Market
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Flat market conditions



Single-Family Built-for-Rent a Niche Market
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Share of Single-Family 

Year Built for Rent

2015                3.67%

2016                4.32%

2017 4.36%

2018 4.89%

Percentage

Source: U.S. Census Bureau (BOC). 



Modular Construction
Modular Share of All Single-family Homes Started in 2017
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Panelized Construction
Panelized/Precut Share of All Single-family Homes Started in 2017
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Multifamily Housing Starts
Leveling off

Year Units % Change

2015 394,000

2016 393,000 0%

2017 356,000 -9%

2018f 386,000 8%

2019f 379,000 -2%

2020f 384,000 1%

Source: U.S. Census Bureau (BOC) and NAHB forecast.

0

50

100

150

200

250

300

350

400

450

500

550

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

Trough to Current:

4th Q 09  =   82,000

1st Q 19  = 304,000

+271%

Thousands of units, SAAR

76% fall

Avg=344,000



Residential Remodeling
Growth ahead but softening

0

25

50

75

100

125

150

175

200

225

94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

Billions, SAAR

Adjusted

Actual

Year Percent Change

2016             10%

2017 19%

2018 9%

2019f 3%

2020f 2%

2021f 2%

Source: U.S. Census Bureau (BOC) and NAHB Forecast.



The Age of the Housing Stock
Typical home is almost 40 years old
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Rising Population Entering Housing Demand Years
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Thank you
Questions?

rdietz@nahb.org
@dietz_econ

eyeonhousing.org
housingeconomics.com



Single-Family Starts vs Existing Home Sales (1972-present) 

Source: NAHB econometric analysis of Census Housing Starts and NAR EHS data

SF starts = 2E-05(EHS)2 + 0.3312(EHS) - 31.104
R² = 0.5569
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Regulations - 32% of Multifamily Development Costs 
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New NAHB-NMHC research



Lending – AD&C Access

Source: Federal Deposit Insurance Corporation.

Loans growing but at a slower rate
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Lots
Housing Starts (Area) and Low/Very Low Lot Supply (bars)
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Median Lot Value and Size
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