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Source: U.S. Department of Commerce-Construction: www.census.gov/construction/nrc/pdf/newresconst.pdf  
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March 946,000 635,000 19,000 292,000 

February 920,000 599,000 10,000 311,000 

2013 1,005,000 623,000 26,000 356,000 

M/M change 2.8% 6.0%  90.0% -6.1% 

Y/Y change -5.9% 1.9% -26.9% -18.0% 

* All start data are presented  at a seasonally adjusted annual rate (SAAR) 
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March 990,000  592,000 28,000 370,000 

February 1,014,000  589,000 23,000 402,000 

?=A@) 890,000 599,000 25,000 266,000 

M/M change -2.4% 0.5% 21.7% -8.0% 

Y/Y change 11.2% -1.2% 12.0% 39.1% 

* All data are SAAR 
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March 872,000 602,000 12,000 258,000 

February 874,000 626,000 9,000 239,000 

?=A@) 810,000 591,000 5,000 214,000 

M/M change -0.2% -3.8% 33.3% 7.9% 

Y/Y change 7.7% 1.9% 140.0% 20.6% 

Source: U.S. Department of Commerce-Construction: www.census.gov/construction/nrc/pdf/newresconst.pdf  
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Source: U.S. Department of Commerce-Construction: www.census.gov/construction/nrs/pdf/newressales.pdf;  
B NAR¨ www.realtor.org/topics/existing-home-sales; 4/22/14 
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March 384,000 290,000 6.0 4,590,000 $198,500  5.2 

February 449,000 260,900 5.0 4,600,000 $188,300  5.0 

2013 443,000 257,500 4.2 4,960,000 $184,000 4.7 

M/M change -14.5% 11.1% 20.0% -0.2% 5.4% 4.0% 

Y/Y change -13.3% 12.6% 42.8%  -7.5% 7.9% 10.6% 

* All sales data are SAAR 
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Source: B NAR¨ www.realtor.org/topics/existing-home-sales; 4/22/14 
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February 2014: 4.60 million (SAAR) and March 2013: 4.96 million (SAAR)  
 

Distressed house sales: 14% of sales �±  
 

(10% foreclosures and 4% short-sales); 
 

16% in February 2014 and 21% in March 2013. 
  

All -cash sales: decreased to 33% in March 2014; 35% in February 2014. 
 

Investors are still purchasing a substantial portion of  
�³�D�O�O���F�D�V�K�´���V�D�O�H���K�R�X�V�H�V���± 17% in March 2014, and   
21% in February 2014 and 19% in March 2013; 

 

Seventy-one percent of investors paid cash in March 2014. 
 

First-time buyers*: increased to 30% (28% in February 2014)  
and were 30% in March 2013 

 

* Historically �± 40% 
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0.8% more than the revised February estimate of $367.01 billion (SAAR) 
  16.0% greater than the March 2013 estimate of $318.73 billion (SAAR) 

 
March SF construction: $185.66 billion (SAAR) 

0.2% more than February: $185.36 billion (SAAR) 
13.2% greater than March 2013: $163.99 billion (SAAR) 

 
March MF construction: $39.15 billion (SAAR) 

4.4% more than February: $37.50 billion (SAAR) 
32.5% greater than March 2013: $29.53 billion (SAAR) 

 
March Improvement 

C construction: $144.99 billion (SAAR) 
0.6% more than February:  $144.15 billion (SAAR) 

15.8% greater than March 2013:  $125.19 billion (SAAR) 

!"#$%&'()*&2,0.5#-$5/,0&;C40?/01&

Source: C U.S. Department of Commerce-C30 Construction:  www.census.gov/construction/c30/pdf/privsa.pdf 

The US DOC does not report improvements directly, this is an estimation.  All data is SAAR and is reported in nominal US$. 
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Several housing market indicators declined in March.  Historically, March is one of 
the better months for housing �± so, April and May data need to be scrutinized 
�F�D�U�H�I�X�O�O�\�������0�D�U�F�K�¶�V���K�R�X�V�L�Q�J���E�U�L�J�K�W���V�S�R�W���Z�D�V���L�Q�F�U�H�D�V�L�Q�J���V�L�Q�J�O�H-family starts�± which 
may hold promise for the future.   
 

As in written in previous months, the near-term outlook on the U.S. housing market 
remains unchanged �± there are potentially several negative macro-factors or 
headwinds at this point in time for a robust housing recovery (based on historical 
long-term averages).  Once the economy improves, we should expect to see housing 
activity increase as well. 
 

Why?  
  

1) Lack-luster household formation, 
2) a lack of well-paying jobs being created,  
3) a sluggish economy, 
4) declining real median annual household incomes (though February 

increased slightly),  
5) strict home loan lending standards,  
6) new banking regulations, and 
7) global uncertainty 
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Housing comments �± March 2014    
Economy getting better albeit slowly, but there are some issues:  
 - government debt  �± all levels of government �± exacerbates the job 
    problem  
 -  European economy getting better(slowly) �± some deflation risk ;     
    China is slowing too as they focus on domestic economy versus   
    exports  (1 st qtr 2014 GDP was 7.4%, slowest in 18 years)  
 - �+�R�X�V�L�Q�J�¶�V���L�V�V�X�H�V����-    Weak domestic economy ; slowing world    
    economy; weak job market; sluggish income growth; high consumer 
    debt levels; tight credit environment  
 -  main problem is uncertainty stemming from dysfunctional government    
 
�‡ Two  key questions  �±  
 (1) can the economy ( and housing) stand on its own  without  
      Fed stimulus?   
 (2) Uncertainty is a key reason holding back job creation .  Ex., impact of   
       �K�H�D�O�W�K���F�D�U�H���O�H�J�L�V�O�D�W�L�R�Q�����'�R�G�G���)�U�D�Q�N�����G�\�V�I�X�Q�F�W�L�R�Q�D�O���³�:�D�V�K�L�Q�J�W�R�Q���´��
       Also, demand is a problem -  too many jobs are low income, no health 
       care, no benefits.   
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Some additional issues impacting housing:  
 
A. This economic recovery is much slower  
B. Mortgage rates are trending upward as the Fed 
    pulls back on QE/money printing 
C. There is a growing trend to multi family versus single family 
 and this has implications for the economy and demand 
 for wood products ( here is link to NAHB article on 
 �K�R�X�V�L�Q�J�¶�V�� �L�P�S�D�F�W���R�Q���W�K�H���H�F�R�Q�R�P�\�����M�R�E���F�U�H�D�W�L�R�Q�����W�D�[�� 
 revenue, etc.  
 (http://www.nahb.org/reference_list.aspx?sectionID=784 )  
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Housing, Economy, and Wood Products 
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Housing services RFI

�+�R�X�V�L�Q�J�¶�V���F�R�Q�W�U�L�E�X�W�L�R�Q���W�R���*�'�3�����������±  historically, it is almost 20% of the 
economy when you include housing services and fixed investment, but today it  
is down to 15%.  In reality, it is even more important 
when you include purchased furniture, landscaping, general maintenance, etc. 
key reason why the economic recovery remains muted 
 

Source: NAHB 

Housing services � ���J�U�R�V�V���U�H�Q�W�V���S�D�L�G���E�\���U�H�Q�W�H�U�V�����L�Q�F�O�X�G�H���X�W�L�O�L�W�L�H�V���������R�Z�Q�H�U�¶�V���L�P�S�X�W�H�G���U�H�Q�W�����K�R�Z���P�X�F�K 
It would cost to rent owner occupied homes) + utility payments  
RFI (residential investment) = construction of new SF and multifamily structures, remodeling,  
�P�D�Q�X�I�D�F�W�X�U�H�G���K�R�P�H�V���������S�O�X�V���E�U�R�N�H�U�¶�V���I�H�H�V�� 
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Housing starts and wood product prices �± Economics 101 
75% of structural wood products go to housing ( new construction plus remodeling) 
50% or more of hardwoods go to housing related activities.   

Sources: Prices �± Random Lengths (http://www.randomlengths.com/ ); starts ( Bureau of Census ( http://www.census.gov/construction/nrc/ ) 
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Industrial  
16% 

New Residen - 
tial * 40% 

Res Remodeling  
30% 

Non res  
12% 

<="=!"%*3A%3*)B!C)5,B.   !

New Residen - 
tial * 53% 

Industrial  
17% 

Res Remodeling  
19% 

Non res  
10% 

*New Residential incl. SF, MF, and Mobile Homes 

Source : Lumber �± WWPA;  Panels - APA 

Export 2%  

Export 2%  
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 Net change in non farm payrolls �± monthly, thousands  

Employment situation - our biggest problem -   �L�W�¶�V���J�H�W�W�L�Q�J���E�H�W�W�H�U�����E�X�W���W�K�H���M�R�E�V���U�H�F�R�Y�H�U�\��
remains weak by past standards, and many jobs ( e.g., temporary ones)  
�'�R�Q�¶�W���L�Q�F�O�X�G�H���K�H�D�O�W�K���F�D�U�H���R�U���U�H�W�L�U�H�P�H�Q�W���E�H�Q�H�I�L�W�V�������E�H�F�D�X�V�H���W�K�H�\���D�U�H�� 
Often part time jobs) �±  �W�K�R�V�H���N�L�Q�G�V���R�I���M�R�E�V�����G�R�Q�¶�W���H�Q�F�R�X�U�D�J�H���S�H�R�S�O�H���W�R���E�X�\���K�R�X�V�H�V 
 
  

Stimulus spending effect  

Source: U.S. BLS ( www.bls.gov  ) 

March   +192,000  

We need 100,000 �± 150,000 net new jobs/month  
To keep up with new entrants to workforce  
300,000/month to bring unemployment down  
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Official unemployment rate �± 6.7%  
Equates to 12 million people  

Unemployment will remain relatively high for awhile longer �±  �E�X�W�����L�W�¶�V��
getting better !!!!  
 
 

Source - - BLS:  http://www.bls.gov/news.release/pdf/empsit.pdf ;  http://data.bls.gov/cgi -bin/surveymost?ln   

The real unemployment rate - -  
Unemployed plus underemployed �± 12.7%  
Equates to 20 million people  

**There are about 20 million people either unemployed, underemployed, or stopped 
looking �± they are not buying houses  
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Source: WSJ (http://online.wsj.com/news/articles/SB10001424052702304441304579477341062142388?mod=WSJ_hppMIDDLENexttoWhatsNewsSecond&mg=reno64-wsj ) 

Slowly, employment is improving from the worst recession since 
�W�K�H�����������¶�V 
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Source: WSJ ( http://online.wsj.com/news/articles/SB10001424052702303987004579481141339889068?mod=WSJ_hp_LEFTWhatsNewsCollection&mg=reno64-wsj ) 

Private sector payrolls are back to where we were in 
January 2008 
But, we need 7.2 million more jobs just to keep pace with population 
growth 
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Source: WSJ ( http://wallstcheatsheet.com/politics/5-charts-to-explain-labor-market-health.html/?a=viewall )   

But, things are getting better 
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Source: Challenger, Grey, Christmas 
WSJ( http://wallstcheatsheet.com/politics/5-charts-to-explain-labor-market-health.html/?a=viewall ) 

More Signs of Improvement  
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Source: marketwatch :  (http://www.marketwatch.com/Story/story/print?guid=5C9788D6-FB68-11E2-A97E-002128040CF6 ) 

Where the growth is - -  
���������R�I���M�R�E�V���F�U�H�D�W�H�G���L�Q���S�D�V�W�������\�H�D�U�V���D�U�H���³�W�H�P�S�R�U�D�U�\���M�R�E�V�´���± little 
or no health care, retirement, salary �± �L���H�������W�K�H�V�H���S�H�R�S�O�H���G�R�Q�¶�W���E�X�\ 
houses, cars, eat out, etc.  --- -   again, underemployment is a big problem 



!"#$%&'()* 'Source: WSJ ( http://online.wsj.com/news/articles/SB10001424052702303910404579485303369082202?mg=reno64-wsj ) 

Temporary jobs keep increasing  as firms cut expenses 
( D. Paletta/WSJ) �± main reason income gain is weak 



!"#$%&'()* '

Other economic issues �±  
 
�¾ The workforce is shrinking and  
    labor force participation rate is lowest since WWII 
    main implication �± there will be more labor shortages in the future 
 
�¾ Inflation not a problem yet  - why? About 70% of inflationary price 
     pressure comes from increasing wages.  If you want to predict when  
     inflation will become a problem, watch two metrics �± wages and  
     employment  (http://www.bls.gov/news.release/pdf/empsit.pdf ;  
     ( http://www.bls.gov/data/ ) 
 
�¾ Going forward, unemployment will be a huge drag on the federal  
   ( and other government levels)  budgets �± implications for 
   taxes, spending, domestic programs, and job creation 
 
�¾ Income growth ( inflation adjusted)  has been weak for two decades 
 
�¾ We need to invest more ( infrastructure) and consume less  - that will make 
    us more competitive globally, and that will create more good paying jobs 
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Labor force participation rate is shrinking �± 
   
Major problems for social programs with our aging population �±  
fewer people paying taxes, but more people collecting 
SSI, Medicare, etc.  Also, we will see more labor shortages in the future   

Source: BLS 

% of civilian adult population , that are working  

60.0%

61.0%

62.0%

63.0%

64.0%

65.0%

66.0%

67.0%

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

March  2014 �± 63.2%  participation rate  

Too much incentive for people to  
Collect welfare? Or something else going on?  
Good article:  
 (http://online.wsj.com/news/articles/SB10001424052702304441304579477341062142388?mod=WSJ_hppMIDDLENexttoWhatsNewsSecond&mg=re no 64-wsj  ) 
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Economic growth - 2.6% in 4th qtr �± still weak considering we have had 
�³�I�U�H�H���P�R�Q�H�\�´���Q�R�Z���I�R�U���������\�H�D�U�V���± and, much of 3rd qtr  
growth was due to inventory building, and not demand 
GDP for 2013 was 1.9% - nothing to write home about 
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�1�$�5�¶�V���O�D�W�H�V�W�����(�F�R�Q�R�P�L�F���D�Q�G���+�R�X�V�L�Q�J���2�X�W�O�R�R�N���±  
�����������L�V���W�K�H���\�H�D�U���I�R�U���K�R�X�V�L�Q�J���W�R���U�H�W�X�U�Q���W�R���³�Q�R�U�P�D�O�´ 
 
 
   2014 2015 
GDP   2.3% 2.9% 
Housing starts(000)  1016 1433 
     Single      734 1013 
     Multi      363   420 
Resales  (000)  4976 5257 

Source: NAR ( http://www.realtor.org/research-and-statistics ) 

My comment:  good conservative forecast, and I agree with 2014. 
But, I would leave multi family(MF) at 35% for 2015  also �±  
This would give us 500,000 for MF leaving single family at 930,000 for 2015 
(later in this note you will see some rationale for higher multi family numbers) 
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GDP per capita �± rate of growth per decade  
We over consume �±  �E�R�U�U�R�Z���W�R���V�S�H�Q�G���Z�K�D�W���Z�H���G�R�Q�¶�W���H�D�U�Q 
So, we accumulate debt �±  �F�R�Q�V�H�T�X�H�Q�W�O�\�����Z�H���G�R�Q�¶�W���L�Q�Y�H�V�W���H�Q�R�X�J�K���I�R�U���R�X�U���I�X�W�X�U�H 

Result �± weaker economy �± �W�K�L�V���L�V���D���³�Q�R���E�U�D�L�Q�H�U�´ 

Real per capita GDP/year growth rate  

Source:  BEA ( http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm  )  
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U.S. Economy 2000 �± 2010 
 

this type of economy not sustainable �± insufficient investment in 
infrastructure, R&D, education makes us less competitive and this 

leads to reduced standard of living  and less housing demand  

Source: BEA ( http://bea.gov/national/nipaweb  ) 

Consumer spending 70%  
(consumption of goods & services 

by/for the consumer ) �± less of 
this too  

Net Exports ( - 4.6)% - if we invest more and  
consume less, this figure will improve  

Government spending 19 % 

less of this  

Non residential  
investment   

11% - we need more of this  

Residential  
Investment ( new construction plus R&A/remodeling)  5.3% 
�7�K�L�V���Z�L�O�O���L�P�S�U�R�Y�H���L�I���Z�H���³�J�H�W���R�X�U���D�F�W���W�R�J�H�W�K�H�U�´ 
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U.S. Economy 2013  
 

Source: BEA ( http://bea.gov/national/nipaweb  ) 

Consumer spending 68.5% 
(consumption of goods & services 

by/for the consumer ) �± less of 
this too  

Net Exports ( - 3.0)% - if we invest more and  
consume less, this figure will improve  

Government spending 19 % 

less of this  

Non residential  
investment   

12.2% - we need more of this  

Residential  
Investment ( new construction plus R&A/remodeling)  3.0%  
�7�K�L�V���Z�L�O�O���L�P�S�U�R�Y�H���L�I���Z�H���³�J�H�W���R�X�U���D�F�W���W�R�J�H�W�K�H�U�´ 
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Recent Housing statistics 
 
Background: 
Markets are getting better �±  
Have we turned the corner? �± Probably, but 
the climb back will remain muted 
until we see economic growth of 3% or 
more for an extended period of time!!! 
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Starts are finally turning the corner, but growth is elusive 
    

Source: Census ( http://www.census.gov/const/www/newresconstindex.html  ) 

Single family starts, Thousand units, SAAR  
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March - -  635,000 

Slow grind upward 
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Source; WSJ , C. Dougherty, N. Timirios ( http://online.wsj.com/news/articles/SB10001424052702303887804579503662947889776?mod=U.S._newsreel_2 ) 

The rebound in 2014 has been slow so far 
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Following slides  address some multi family issues 
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Multi family share is increasing �± will it continue? 
Yes �± here are three drivers: financial/cost ( tight credit and mortgage 
carrying cost big problem for buyers); social trends ( suburban life 
Losing its appeal to many Americans); and demographics ( aging population 
�'�R�Z�Q�V�L�]�L�Q�J���������,�Q���D�G�G�L�W�L�R�Q�����P�D�Q�\���\�R�X�Q�J���S�H�R�S�O�H���F�D�Q�¶�W���I�L�Q�G���J�R�R�G���M�R�E�V���V�R���W�K�H�\���U�H�Q�W�� 
  

Single family  

Source : Census ( http://www.census.gov/construction/nrc / )  

Housing share (%)  

Multi family  



!"#$%&'()* '

Note: some multifamily are condos which are owned/not rented. 

Multifamily rentals at highest level in 4 decades 
Here is excellent article outlining interesting trends - -  
(http://online.wsj.com/news/articles/SB10001424052702304020104579429280698777544?KEYWORDS=new+home+building+is+shifting+to+apa rtments&mg=reno64-wsj) 
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#1 - Multi family classification includes rentals and  some units owned by occupants  
( e.g., Census when reporting housing starts,  �F�O�D�V�V�L�I�L�H�V���F�R�Q�G�R�V���D�V���³�P�X�O�W�L���I�D�P�L�O�\�´�� 
Yet, these many of these units are owned by occupants and not rented.  
(http://www.census.gov/construction/chars/definitions/# one  )   
 
 #2 - In addition,  some single family homes are  built to rent.   
�7�K�H���Q�H�[�W���V�O�L�G�H���V�K�R�Z�V�����³�P�X�O�W�L���I�D�P�L�O�\���U�H�Q�W�D�O�V�´���D�V���S�H�U�F�H�Q�W�D�J�H���R�I���W�R�W�D�O���K�R�X�V�L�Q�J���V�W�D�U�W�V 

�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I�����Q�X�P�E�H�U���R�I���³�U�H�Q�W�D�O���X�Q�L�W�V�´���L�V�Q�¶�W���D�V���V�L�P�S�O�H���D�V���,���W�K�R�X�J�K�W�� 
Issue #1 - definition of multi family versus single family  ( as defined by Census )  
Issue #2 �± some single family units are built to rent  
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( http://eyeonhousing.org/tag/single-family-built-for-rent/ ) 

Approximately 3 �± 5% of single family homes are built to rent  
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Rental Housing Stock  

Source: NAHB (http://eyeonhousing.org/2011/07/20/the-rental-housing-stock/ )  

Using the 2009  American Housing Survey, the data show that 30% of all 
housing units in the United States ( about 40 million units) are renter- 
occupied or vacant for-rent 
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Rental units are not  simply multi family high rises. 
A recent  Harvard study ( http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/jchs_americas_rental_housing_2013_1_0.pdf )   - interesting 
read �± good charts and data �± �W�K�R�X�J�K�W���S�U�R�Y�R�N�L�Q�J���D�Q�D�O�\�V�L�V���«���� 
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Central city share of metropolitan residential building permits  

�6�R�X�U�F�H�����U�H�V�L�G�H�Q�W�L�D�O���F�R�Q�V�W�U�X�F�W�L�R�Q���W�U�H�Q�G�V���L�Q�����$�P�H�U�L�F�D�¶�V���0�H�W�U�R�S�R�O�L�W�D�Q���U�H�J�L�R�Q�V 
EPA, January 2010. (http://www.epa.gov/smartgrowth/pdf/metro_res_const_trends_10.pdf ) 



!"#$%&'()* '

Large metropolitan regions with largest share of infill construction 
Parking lots, underused commercial properties, and former industrial sites are being replaced by  
 condominiums, apartments, townhouses, and small -lot single -family homes. These  are examples of  
 residential infill or building new homes in previously developed areas  - another  trend suggesting  
 smaller  homes  and more rental units?  

Source: EPA ( http://community-wealth.org/sites/clone.community-wealth.org/files/downloads/report-ramsey_0.pdf)  
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Source: Sheila Dewan, NYT, ( http://www.nytimes.com/2014/04/15/business/more-renters-f ind-30-af fordability-ratio-unattainable.html?_r=0 ) 

As rentals increase in popularity, rental prices escalate 
According to a recent study by Zillow,  in more than 90 
cities, median rents, excluding utilities, exceed 30% of household 
income ( 30% is the metric often used to gauge affordability) 
A sign for builders to build even more rental units? 
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Incomes are falling as rents increase 

Median monthly renter  income (2012$)  Median monthly rents $2012  

Source: HJCHS ( http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/jchs_americas_rental_housing_2013_1_0.pdf  ) 
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Source: Census (https://www.census.gov/housing/hvs/data/q413ind.html ) 

Homeownership rates have been falling for the past seven 
years �± when the economy gets back to normal, 
will people go back to single family or will we see more renting? 
There will be impacts on wood products demand 
 

Rates are heading back to long term trend of 64% 
(which existed between 1968 �± 1990) 
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Source: Wood Products Council Table #7 and #13, ES4,  2006 

BF per unit  �± *Lumber  
SF(3/8) per unit - Panels  

Wood Products Use per Unit  

0

2000

4000

6000

8000

10000

12000

14000

16000

18000

single family Multi family mobile homes

Lumber
Panels

(*Lumber includes BFE of engineered  wood  per unit) 
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Source; WPC, Wood used in New Residential Construction, table #7, 2009  
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New Single Family Home sales is the key statistic to watch �± sales drive 
housing starts �± this drives demand for wood products!  

Thousands, SAAR  

Source: Census ( http://www.census.gov/const/www/newressalesindex.html  ) 

March 384,000  

Not much improvement since 2009 
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Single family ( incl  condos), Monthly, Thousand units, SAAR  

Source: NAR (http://www.realtor.org/research )  
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Resale market �± higher prices and mortgages  
slow the rebound  

  

March 2014 - 4590 



!"#$%&'()* '

Source: HJCHS (http://www.jchs.harvard.edu/remodeling-gains-expected-continue-2014 ) 

Remodeling to pick up as confidence improves, prices 
increase, and the economy picks up 
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Median Age of U.S. Housing Stock  

Source: AHS ( http://www.census.gov/hhes/www/housing/ahs/nationaldata.html  ) 

In 2011, half of U.S. homes were 37 years old or older.  Good news for remodeling 
business �± in fact, over time, we will emulate Europe where remodeling expenditures 
routinely exceed  expenditures on new construction  
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Bottom line �± when economy returns to normal, 
demand for shelter will strengthen. 
 
Question �± what will the mix be between detached single 
family and multi family housing and what are the  
implication for the wood products industry? Also, implications 
if house size gets smaller?? 
 
Most of you have seen this article by Craig Adair and 
myself and it is three years old, but there is some material 
there that addresses the question posed above as it  
relates to the wood products industry 
(http://www.nxtbook.com/nxtbooks/naylor/EWAB0110/index.php?startid=16#/16 )  
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Another issue to ponder �± the role of the federal government 
in housing. There is a huge federal presence �± more than in  
any other country.  Federal agencies ( Fannie, Freddie, FHA, VA, etc.), 
control over 90% of the residential mortgage market.  That means there is 
too much temptation to influence housing  according to political whims.  Fannie, 
�D�Q�G���)�U�H�G�G�L�H���D�U�H���V�W�L�O�O���L�Q���³�F�R�Q�V�H�U�Y�D�W�R�U�V�K�L�S�´���± i.e., wards of the state, and  
therefore depending on taxpayer support.   
 

The real key to a housing recovery is the return 
of mortgage  purchase business �± i.e., owner 
�R�F�F�X�S�D�Q�W���E�X�\�H�U�V���L�Q���O�L�H�X���R�I���³�5�(�)�,�´���E�X�V�L�Q�H�V�V���D�Q�G 
speculators paying cash for distressed sales 
which are then rented.  
Again, that requires JOBS! 
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Here is an excellent video ( about 90 minutes) on CSPAN 
(http://www.c-spanvideo.org/program/HousingandG ) .   
Experts from academia, private sector, government, etc.  
d�L�V�F�X�V�V���Z�K�D�W���L�V���U�L�J�K�W���D�Q�G���Z�U�R�Q�J���Z�L�W�K���W�R�G�D�\�¶�V���K�R�X�V�L�Q�J 
market.  Lots of good charts, discussions, etc.  
 
Here is a good article about why housing is getting better 
only slowly, understating the importance of well-paying 
jobs (NYT, April 27, 2014) 
(http://www.nytimes.com/2014/04/27/upshot/the-housing-market-is-still-holding-back-the-economy-heres-why.html?_r=0) 

 

http://www.nytimes.com/2014/04/27/upshot/the-housing-market-is-still-holding-back-the-economy-heres-why.html?_r=0
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http://www.nytimes.com/2014/04/27/upshot/the-housing-market-is-still-holding-back-the-economy-heres-why.html?_r=0
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http://www.nytimes.com/2014/04/27/upshot/the-housing-market-is-still-holding-back-the-economy-heres-why.html?_r=0
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Some conclusions �± housing continues to improve albeit slowly  
 
(1) Economy will muddle along until 2015? Depends on world economy, China,  
     �(�X�U�R�S�H�����«���������4�X�H�V�W�L�R�Q���± �F�D�Q���W�K�H���H�F�R�Q�R�P�\���³�V�W�D�Q�G���R�Q���L�W�V���R�Z�Q�´���Z�L�W�K�R�X�W���4�(�" 
(2) What will housing look like in the future?  My guess �± smaller homes;  
     higher percentage of renters; and more people moving back to the city �±  
     this is due to demographic trends and changes in social values  
(4) This has implications for demand for wood products in housing  
���������:�H�¶�U�H���L�Q���³�X�Q�F�K�D�U�W�H�G���Z�D�W�H�U�V�´���W�H�U�U�L�W�R�U�\���U�L�J�K�W���Q�R�Z�������L���H�������P�D�V�V�L�Y�H���P�R�Q�H�\���S�U�L�Q�W�L�Q�J�� 
 to date, it has helped prevent worsening of economy, but, certainly  
 �K�D�V�Q�¶�W���K�D�G���W�K�H���L�P�S�D�F�W���W�K�H���)�(�'���K�D�G���K�R�S�H�G���I�R�U�������L���H�������M�X�P�S���V�W�D�U�W���W�K�H 
  economy)  
(4) Problems going forward are higher interest rates and continuing uncertainty.  
(5) The key to a recovery in housing and the economy is the job market  - �L�W�¶�V 
      really that simple!!!!  
(6) Longer term, housing demand will hinge on the footprint of the Federal  
     government �± will they continue to promote housing to the degree they have  
     in the past?   My guess is the federal government will slowly reduce its  
     footprint on housing and let the private sector play a larger role.  Financing  
     will be one of the 1 st changes.  
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Factors Influencing Housing Demand  
  

 Key Variables 

 Economic 
 

United States Housing Indicators:  

 Demographics 

 Housing Permits, Starts, and Completions  

 Existing and New House Sales  

 Construction Spending  

 Residential Remodeling 

 Projections 
 

Conclusions 
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Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf; 2http://www.census.gov/housing/hvs/data/q413ind.html &

3(@'&+,!K/P)61/@./0!C&6,./0!V14(/?   
 

C&6,1R&)?! 3&+4('.&/! !
 

 United States Census Bureau:  household = occupied  

 housing unit. 
  

 In any year, the sum of single- and multi-family units is about 
 equal to the number of U.S. households1 (132 mm houses; 75 mm 
 owner occupied and 40 mm rentals; about 18 mm vacant)2.  
 

V14&0+(<R.@, !
 

 Changes in the size and composition of the U.S. population shift 
 the demand for housing units (with constant house prices). 
 

 The growth of the U.S. population over time has increased 
 aggregate demand for housing units1. 
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Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf&

3(@'&+,!K/P)61/@./0!C&6,./0!V14(/?   
 

%1@R/&)&05!
  

 Rapid advancements in automobile technology allowed people to 
 live further from where they worked -- helping fuel demand for 
 single-family housing 
 

:6W).@!:&).@5!!
 

 Public investments in highways after World War II allowed  people 
 to  live further from where they worked1 
 
 

C&6,./0!E1<)(@141/' !
 

 Disaster, dilapidation, other uses, etc. 
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Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf&

3(@'&+,!K/P)61/@./0!C&6,./0!V14(/?   
 

C&6,./0!:+.@1! !
 

 As relative house prices increase, the number of housing units  

 demanded will decrease 
 

D6,./1,,!;5@)1 ''
 

 Households tend to reduce housing expenses when jobs become 
 scarce and increase them when jobs become plentiful 
!

X.P1'.41!K/@&41! !
 

 Long-run trend increases in real income have caused many  

 households to increase spending on housing1 
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3(@'&+,!K/P)61/@./0!C&6,./0!V14(/?   
 

E1()!"1?.(/!K/@&41 !
'

 Inflation-adjusted household income �±  �³�5�H�D�O�´���L�Q�F�R�P�H 
 

 Median inflation-adjusted household income generally 
 increases or decreases with the business cycle1 

 

A4<)&541/'! �: '�: '�³�-�R�E�V�´!
 

 Well-paying jobs are important �± if not critical 

Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf&
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 (000s) New House 
Sales 

Single-Family 
Starts  

Multi-Family 
Starts  Total Starts 

APA - The Engineered 
Wood Association  730  365 1,095 
NAHB 607 820 326 1,146 
Barclays        1,200 
BMO (Montreal)       1,240 
Fannie Mae 518 768 338 1,106 
Forest Economic Advisors   753 365 1,095 
Ivy Zelman & Associates   735 325 1,060 
JP Morgan       1,080 
MBA 497 750 335 1,085 
Merrill Lynch 517     1,100 
RBC       1,329 
TD Economics       1,200 
UBS       1,150 
Wells Fargo 535 800   1,140 
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Source: http://www.nytimes.com/2014/04/27/upshot/the-housing-market-is-still-holding-back-the-economy-heres-why.html?ref=business&_r=1&
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Source:  NAHB: http://eyeonhousing.org/2014/04/16/housing-starts-reverse-winter-slump&

 Housing Starts: Actual, Trend, and Sustainable Levels 
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Source: https://wellsfargo.mworld.com/econ/alerts.asp; 4/23/14&

Source: US DOC and Wells Fargo Securities, LLC 
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Source: www.risiinfo.com/Marketing/Commentaries/structural.pdf; 1/14&

 RISI 
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Source: www.sentierresearch.com/reports/Sentier_Household_Income_Trends_Report_March2014_04_24_14.pd&
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Source:  http://www.nytimes.com/2014/04/27/upshot/the-housing-market-is-still-holding-back-the-economy-heres-why.html?ref=business&_r=1&
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Source:  US DOC&
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Source: http://www.td.com/document/PDF/economics/weekly/BottomLine_20140425.pdf; 4/25/14&

Source: U.S. DOC National Association of Realtors. *seasonally adjusted by TD Economics 
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Source: www.census.gov/housing/hvs/files/qtr114/q114press.pdf 
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Source: NAHB: http://eyeonhousing.org/2014/04/29/rental-and-housing-vacancy-remain-low 

�³�«��under 35 saw a drop of 60 basis points to a homeownership rate of 
36.2%, the lowest level since the Census provided a breakout by �D�J�H���´ 
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Source: https://wellsfargo.mworld.com/econ/alerts.asp; 4/8/14&

Source: U.S. DOC and Wells Fargo Securities, LLC 
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Source: www.census.gov/housing/hvs/files/qtr114/q114press.pdf 
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Source: www.census.gov/housing/hvs/files/qtr114/q114press.pdf 
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Source:  http://www.nytimes.com/2014/04/27/upshot/the-housing-market-is-still-holding-back-the-economy-heres-why.html?ref=business&_r=1&
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Source: Joint Center for Housing Studies, U.S. Department of Commerce, NAHB, and Wells Fargo Securities, LLC&
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Source: www.nari.org/media/releases/article.asp?SECTION_ID=2&ARTICLE_ID=1691&#sthash.UXE654Mw.dpuf&
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Source: http://www.pewsocialtrends.org/2013/08/01/a-rising-share-of-young-adults-live-in-their-parents-home/&
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Structural change in the housing market include: 
 

- a dramatic correction in median wealth of U.S. households as home values declined   
- declining home ownership rates. 

Source: http://www.fpl.fs.fed.us/documnts/fplgtr/fpl_gtr219.pdf 

�³�«���D��gradual rebound in single-
family housing starts, reaching the 
logarithmic trend line by 2020: 
 

a !LZL!4.)).&/ !
 

close to the long-run historical norm 
and within the range of current 
housing expectations 
 

but much lower than recent RPA 
scenarios with similar or higher 
population growth��� ́
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Structural change in the housing market include: 
 

- a dramatic correction in median wealth of U.S. households as home values declined   
- declining home ownership rates. 

Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf 
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Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf 
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Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf 
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Source: 1 http://www.kansascityfed.org/publicat/econrev/pdf/13q4Rappaport.pdf 
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Source: www.binderholz.com  
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  World Debt or �³�/�H�Y�H�U�D�J�H�´ 
 

 China �± hard or soft landing? 
 

 U.S. economy stalls or heads lower? 
 

�‡  No recovery in real medium income 
�‡  Burdensome and increased costs due to new 

     lending regulations 
 

 �:�K�D�W���L�I���W�K�H�U�H���L�V���³�Q�R�´���(�X�U�R�]�R�Q�H���U�H�F�R�Y�H�U�\�" 
 

 Other world events? 
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  Bigger homes for those who can afford them 
 

 We may see smaller homes �± why? 
 

  Affordability for the average American 
  Stock houses with limited amenities? 
   

 If this occurs �± how will producers position their products? 
   

  What products will be offered? 
  
 Manufactured housing could possibly make a comeback 
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For the U.S. housing market to improve �± the overall economy needs to improve 

in conjunction with real median incomes increasing 
 
 

Headwinds: 
 

�‡ New and existing regulations 
�‡ Rising energy and raw material prices 
�‡ Economic uncertainty 
�‡ �&�R�Q�W�L�Q�X�H�G���F�R�Q�V�X�P�H�U���³�E�O�D�K�V�´ 
�‡ Decline �L�Q���³�U�H�D�O�´���P�H�G�L�D�Q���L�Q�F�R�P�H�V 
 
The BI G question?   Will the U.S. housing market continue its sluggish increase 
 
�³�:�K�L�O�H���W�K�H�U�H���D�U�H���S�R�V�L�W�L�Y�H���W�U�H�Q�G�V���L�Q���W�K�H���K�R�X�V�L�Q�J���P�D�U�N�H�W�����$�G�P�L�Q�L�V�W�U�D�W�L�R�Q���R�I�I�L�F�L�D�O�V��
caution that the economy is still healing from the Great Recession.  While there is 
good news in the March Scorecard, it's clear the housing market is still in the 
�U�H�F�R�Y�H�U�\���S�K�D�V�H���R�I���W�K�H���F�\�F�O�H���´3  
 

 -- Kurt Usowski, Deputy Assistant Secretary for Economic Affairs,  
  U.S. Department of Housing and Urban Development 
Source: 3 http://www.huduser.org 
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Reference herein to any specific commercial products, process, or service by trade name, trademark, manufacturer, or 
otherwise, does not constitute or imply its endorsement, recommendation, or favoring by Virginia Tech. The views and 
opinions of authors expressed herein do not necessarily state or reflect those of Virginia Tech, and shall not be used for 
advertising or product endorsement purposes. 
!!
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With respect to documents sent out or made available from this server, neither Virginia Tech nor any of its employees, 
makes any warranty, expressed or implied, including the warranties of merchantability and fitness for a particular 
purpose, or assumes any legal liability or responsibility for the accuracy, completeness, or usefulness of any information, 
apparatus, product, or process disclosed, or represents that its use would not infringe privately owned rights. 
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The appearance of external hyperlinks does not constitute endorsement by Virginia Tech of the linked web sites, or the 
information, products or services contained therein. Unless otherwise specified, Virginia Tech does not exercise any 
editorial control over the information you may find at these locations. All links are provided with the intent of meeting 
the mission of �9�L�U�J�L�Q�L�D���7�H�F�K�¶�V���Z�H�E��site. Please let us know about existing external links you believe are inappropriate 
and about specific additional external links you believe ought to be included. 
!!
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Virginia Tech prohibits discrimination in all its programs and activities on the basis of race, color, national origin, age, 
disability, and where applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic 
information, political beliefs, reprisal, or because all or a part of an individual's income is derived from any public 
assistance program.  Persons with disabilities who require alternative means for communication of program information 
(Braille, large print, audiotape, etc.) should contact the author. Virginia Tech is an equal opportunity provider and 
employer. 


