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Data Release: Housing Starts Disappoint, But Momentum Remains Encouraging

e U.S. housing starts fell 4.1% in December, to reach an annualized rate of 657K. This was much worse
than the market's expectation for a 0.7% decline to 680K. Revisions to prior months were minimal.

e Single family starts rose 4.4% to reach 470K units. Meanwhile, the more volatile multi-family category
fell 20.4% to 187K units.

e Building permits also nudged slightly lower on the month to 679K in December from 680K in November.

Key Implications

e There are two reasons today’s report is more encouraging than the headline number suggests. First,
despite today’s decline, on a three month average basis, housing starts are trending at their highest
level since December 2008. Furthermore, building permits are also trending at a post-recession high,
indicating that recent momentum should remain in tact.

e Second, single-family housing starts have now risen for three consecutive months, and on a three
month average basis are growing at their fastest rate since the homebuyer’s tax credit artificially buoyed
activity in 2009.

o Still, even after three months of gains, single-family starts remain exceptionally low. Given the nation’s
elevated stock of foreclosures, high jobless rate and weak housing sales, the housing market still faces
numerous headwinds to recovery.
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