
 
  

TD Economics 

  
September 18, 2014 
 
Data Release: Housing starts disappoint in August  

 Housing starts declined to 956k annualized units in August from an upwardly revised (+24k) 1117k 
reading in July. The pace was well below the median consensus forecast, which called for a more 
modest pullback to 1037k units.   

 Building permits – a leading indicator for  housing starts – also declined on the month, falling by 17k but 
still landing at a very respectable 1040k.  

 The bulk of August's decline was concentrated in the  multifamily segment, which fell by a whopping 
145k, while single family starts fell by a more modest 16k units. 

 Declines were recorded across all four regions, with the largest pullback coming from the West (-67k) 
and South (-58k) regions. Starts in the Northeast and Midwest each declined by 18k. 

Key Implications 

 The pullback in this morning's report was not surprising, especially after the outsized gains that came 
over the month prior. Having said that, we don't expect this trend to persist with activity likely to pick-up 
over the coming months, as builders confidence has surged to late 2005 levels and are likely to break 
new ground on projects before the winter sets in. 

 The strong decline in August's multifamily segment (-31.7% m/m) should not be cause for alarm. This is 
an inherently volatile segment and is subject to relatively large movements on a month-to-month basis. 
Moving forward, we continue to expect multifamily construction to take on increase importance, as 
limited income gains, aging demographics, and changing lifestyles support more higher density living.    

 While credit conditions on prime residential mortgages have eased over the first half of 2014, they still 
remain relatively tight by historical standards. This pattern continues to manifest itself in mortgage 
origination data, where an outsized share of the lending activity remains in 700+ FICO score range.  

 We continue to expect the pace of housing construction to gradually accelerate over the remainder of 
this year and into 2015. While demographic fundamentals suggest an annual pace of construction 
around 1.5 million units, the reality is, this will not happen overnight. With that being said, we do expect 
starts to hit the 1.1 million mark by year end, before accelerating to a more robust 1.3 and 1.5 million in 
2015 and 2016, respectively.  
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