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Data Release:  Led by single-family construction, U.S. housing starts surprise to the upside in December 

 
 The pace of new residential construction accelerated in December, with U.S. housing starts rising 4.4% to 

1.089 million units (annualized) from an upwardly revised 1.043 million result posted in November. The 
headline number came in ahead of market expectations for 1.040 million new units.  

 The gains were concentrated entirely in the single-family segment, with single-family starts rising by 7.2% on 
the month to reach 728k units. Meanwhile, multi-family starts posted a second consecutive monthly decline, 
falling to 361k from 364k units a month earlier.  

 Building permits fared worse in December, falling to 1.032 million units (annualized) from an upwardly revised 
1.052 million in November. The slowdown was concentrated in the multi-family segment (-11.8% m/m), while 
permits for single-family homes rose by 4.5% on the month.   

 Regionally, housing starts increased in the Northeast (+12.5%), South (+8.8%) and West (+5.8%), while the 
Midwest was the only region to post a decline (-13.3%).  

 
Key Implications 

 Today's report provided an encouraging finish to an otherwise difficult year for U.S. homebuilding. Starts 
averaged 1.004 million units for the year as a whole, resulting in a modest 8.8% improvement relative to the 
2013 performance. This marked a considerable step down from the 18.5% rise the year before. 

 Last year's result would been even less impressive if not for the brisk pace of multi-family construction, where 
activity was buoyed by strong rental demand and is now exceeding pre-recession levels. Meanwhile, single-
family starts seen a much slower upward trajectory. However, the latest numbers suggest that we may finally 
be seeing a reversal of this trend, with multi-family starts and permits now declining for two consecutive 
months. Single-family construction accounts for greater share of U.S. homebuilding and has a higher value-
added to the economy, an acceleration in single-family construction should therefore provide greater spillovers 
to employment and economic growth.  

 All in all, we believe that conditions are in place for the housing market to fare better this year. Household 
finances will continue to see improvement from robust job-creation and low energy prices. Additionally, 
demand for new apartment and homes should be further aided by falling mortgage rates, which are down 
nearly 80 basis points relative to their year-ago level. Data from Mortgage Bankers Association confirmed that 
consumers were taking a notice of the lower mortgages rates, with both refinance and purchase applications 
soaring in the first few weeks of January. Taking it all in, housing starts are expected to reach 1.30 million 
mark by the end of 2015 and average 1.19 million for the year as a whole. 
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