
October 2016 Housing Commentary

Urs Buehlmann
Department of  Sustainable Biomaterials

Virginia Tech
Blacksburg, VA 
540.231.9759

buehlmann@gmail.com

and

Al Schuler
Economist (retired)

Princeton, WV



Table of  Contents

Slide 3: Housing Scorecard

Slide 4: New Housing Permits, Starts, & Completions

Slide 5: New and Existing House Sales

Slide 5: New Construction Data

Slide 6: Conclusions

Slide 7: European Construction Markets

Slide 8-55: Additional Comments&Data

Slide 56: Disclaimer

This report is a free monthly service of Virginia Tech.  Past issues 

can be found at: http://woodproducts.sbio.vt.edu/housing-report/

http://woodproducts.sbio.vt.edu/housing-report/


Source: U.S. Department of Commerce-Construction; 1National Association of Realtors® (NAR®)

M/M Y/Y

Housing Starts æ 25.5% æ 23.3%

Single-Family Starts æ 10.7% æ 21.7%

Building Permits æ 0.3% æ 4.6%

Housing Completions æ 5.5% æ 7.2%

New Single-Family House Sales 1.9% æ 17.8%

Existing House Sales1 æ 2.0% æ 5.9%

Private Residential Construction Spending æ 2.8% 1.6%

Single-Family Construction Spending æ 0.1% æ 2.9%

M/M = month -over-month; Y/Y = year-over-year

October 2016 

Housing Scorecard
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October September Oct. 2015

Total permits* 1,229,000. 1,225,000. 1,175,000.

Single-family permits 762,000. 742,000. 725,000.

Multi -family 2-4 unit permits 28,000. 36,000. 35,000.

Multi -family Ó 5 unit permits439,000. 447,000. 415,000.

Total starts 1,323,000. 1,054,000. 1,073,000.

Single-family starts 869,000. 785,000. 714,000.

Multi -family 2-4 unit starts** 9,000. 14,000. 11,000.

Multi -family Ó 5 unit starts445,000. 255,000. 347,000.

Total completions 1,055,000. 1,000,000. 984,000.

Single-family completions 749,000. 721,000. 640,000.

Multi -family 2-4 unit completions** 6,000. 13,000. 9,000.

Multi -family Ó 5 unit completions300,000. 266,000. 355,000.

Housing Data

* All data are presented at a seasonally adjusted annual rate (SAAR). 

** US DOC does not report 2-4 multi-family starts and completions directly, this is an estimation.

Source: U.S. Department of Commerce-Construction: www.census.gov/construction/nrc/pdf/newresconst.pdf;  11/17/16



Housing Data

b The US DOC does not report improvements directly, this is an estimation.  All data is SAAR and is reported in nominal US$.

Sources: 

NAR® www.realtor.org/topics/existing-home-sales; 11/22/16

U.S. Department of Commerce-Construction: www.census.gov/construction/nrs/pdf/newressales.pdf;  11/23/16

U.S. Department of Commerce-C30 Construction:  www.census.gov/construction/c30/pdf/privsa.pdf; 12/01/16

a NAR® 

October September Oct. 2015

New single-family sales 563,000. 574,000. 478,000.

Median price $298,700. $314,100. 298,700.

Existing salesa 5,600,000. 5,490,000. 5,290,00.

Median price $232,200. $235,300. $219,100.

Private ResidentialConstruction $466.2 billion $458.8 billion $445.4 billion

SF construction $243.5 billion $236.8 billion $243.5 billion

MF construction $63.7 billion $61.9 billion $57.2 billion

Improvement constructionb $159.1 billion $159.9 billion $140.7 billion



ConclusionsConclusions
Housing is gaining some strength.Latest numbers show 10% increase in total starts in October, but that 

was driven primarily by the 75% increase in multifamily numbers. Interest rates are heading up as the 

labor market tightens.  Hopefully, the new administration will turn things around,investment has been 

lagging as has productivity. Without productivity, the economy stagnates, as do incomes, standard of 

living, and, of course, housing activity.Without housing activity, wood product prices remain weak.

October's housing data is positive ïtotal starts are up by 25.5% (m/m), single family homes starts are up 

by 10.7% (m/m), permits up by 0.3% (m/m), completions up by 5.5% (m/m), and existing home sales 

were up by 2.0% from the month before.

With meager economic growth (average growth since 2009 2.1%, slowest recovery since WWII) and 

with 51% of all worker's in the U.S. making less than $30,000/year, it's hard to envision a scenario where 

the U.S. housing market returns to "normal" anytime soon.  Slowing economies in China, Brazil, among 

others, and continuing problems in Europe's banking sector all add up to numerous negative macro-

factors endangering a robust housing recovery, in particular:

1) A constrained quantity of well-paying jobs being created; 

2) a tepid economy;

3) declining real median annual household incomes; 

4) strict home loan lending standards ïthough loosening with new programs

5) slow world economy; and

6) global uncertainty



M/M Y/Y
Production in Construction A EU 28 0.3%s æ 1.8%s

EU 19 0.9%s 0.2%s

Germany 0.4% æ 1.7%

France 1.7% æ 0.7% 
UK æ 0.9%p æ 2.6%p

Spain æ 1.5%ps æ 4.5%p

Building permits (m 2 floor) A EU 28 -.- -.-
EU 19 æ8.3%(07) æ 19.5%s(07)

Germany æ 3.8% æ10.8%
France æ 0.2%s æ 16.6%e

UK -.- -.-
Spain æ 0.4s(07) æ 71.8e(07)

Source: Eurostat  (http://ec.europa.eu/eurostat/web/short-term-business-statistics/data/main-tables; 

12/14/16) 
A see http://ec.europa.eu/eurostat/web/short-term-business-statistics/overview/sts-in-brief
e estimate, s Eurostat estimate, p provisional, -.- no data available, (08) August data

M/M = month -over-month; Y/Y = year-over-year

September 2016 
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Housing comments ïOctober 2016    

- October starts  were up 25% to 1.323 ( SAAR) - SF at 869,000  

(SAAR) ïup 10% - MF was up 75% ( yes, 75%) ïthat was the driver!

- Home ownership rate  down to 63.5% in QTR3 2016 ïlowest ownership 

rate in 50 years!  Financing problems; changing preferences (to 

renting); and rising home prices - problem for 1st time buyers  

- Resale market dropped 1% - 5,330,000 (annual rate) ïlow inventory

(4.6 months) driving prices higher ïmajor impediment to sales

- New home  sales were down 1.9% to 574,000 SAAR, but up 18% YOY

- Job creation is improving ïOctober +161,000 - unemployment 

at 4.9% -ïHowever , 51% of all workers make less than 

$30,000/year ïcanôt buy a house on that!

(https://www.ssa.gov/cgi-bin/netcomp.cgi?year=2014)  

- 30 year fixed rate mortgage inched up to over 4% this week ïwill

impact some prospective buyers.

- Looks like the FED will raise rates next month ïabout time.   

- RE: the election.  Glad it is over (despite Jill Steinôs Green partyôs 

pathetic attempt at recounts in Michigan, Wisconsin, and PA).

The people have spoken ïwe want change. Not sure Trump is the best

vehicle, but nothing would have changed with Hillary so at least weôre

moving forward (my opinion). 

https://www.ssa.gov/cgi-bin/netcomp.cgi?year=2014


OK ðletõs look at the economy ---

Want to fix the U.S. Economy? Start with the broken 

political System ðnew report from Porter et. al.

(we start this November) 

Political dysfunction has become the biggest economic 

stumbling block for the U.S., according to a Harvard 

report.

Here is the hyperlink to the Porter et al. study

(http://www.hbs.edu/competitiveness/Documents/problems -unsolved -and -a-nation -divided.pdf )

Interesting report from experts on competitiveness.

Slow reading, but lots of good analysis, charts,  and 

recommendations from some of Americaõs leading

thinkers on competitiveness.  

http://www.hbs.edu/competitiveness/Documents/problems-unsolved-and-a-nation-divided.pdf


Here are suggestions from the Porter study on how to

fix Americaõs economy ðhowever, to accomplish this, we need

a functioning government, which we donõt have.



MY Comments on the economy ð it continues to sputter ðpropped up 

by low interest rates, compliments of the FED ð

business investment remains weak as Washington gridlock

and uncertainty discourages investment needed to create jobs.

Also, businesses donõt invest when they see excess capacity ð

i.e., they donõt invest  into a weak economy  that shows little

sign of improving beyond 1% - 2% GDP growth.

I believe we, Europe, and many other countries are following Japan

into a prolonged period of weak growth, low inflation, and low 

interest rates.   Central banks canõt fix our problems ðwhen will we 

learn?

Debt - Innovation ðProductivity  



Huge problem facing this country is public debt ðthatõs the debt that has to be

repaid.  Total debt today ~ $20 trillion, of which $14 trillion is òpublic debtó.  

The $6 trillion (òborrowedó) by the Treasury from the Social Security, Medicare,

and highway trust funds is gone/spent.    Here is link to real time debt clock

(http://www.usdebtclock.org/ ) - a scary picture!  PS:  Public debt now equals 75%

of GDP ðweõre getting very close point of no return ðwhere principal plus

Interest payments exceed our capacity to pay, and lenders refuse to lend ðthatõs when

òthe shit hits the fanó ðthe USA of Greece!

http://www.usdebtclock.org/


Main problem with $20 trillion debt is that paying down

that debt (including interest) will reduce government 

spending on social programs, including Social Security, 

Medicare/Medicaid, housing allowances for the poor, food stamps.

Furthermore, investments in technology, research/development,

education, infrastructure, will suffer, hurting productivity even more.

And, defense spending will suffer as well.

These investments and social programs are critical to future

growth, GDP, standard of living, and security of our nation.  And, yes, 

a return to a healthy housing market.   

Not sure why we donõt see this as a major threat to our future ð

Probably because we donõt understand the magnitude of the

Problem.  Also, the politicians do a great job in òpassing the

Buckó ði.e., delaying the ôday of reckoning, promising that 

weõll tax the Rich, the banks, etc. ði.e., someone else will

Pay for the fixes!!!!  Guess what ðthat wonõt work ðthey are 

not main problem ðas a country, we consume too much, save

too little, and donõt invest enough in our future.  We are the

problem, and we are the ones who must fix the problem. 



Problems with too much debt ðservicing costs will

squeeze social programs (Social Security, Medicare

Medicaid, food stamps, ..), R&D, education spending,

infrastructure investments, é.. 



Big problem when foreigners question our ability to repay

our debts ðthey will demand higher rates, etc., and eventually, refuse

to buy our debt.  When the proverbial òshit hits the fanó. 

Total debt = $20 trillion, of which $14 trillion is public and $6

trillion Is intergovernmental debt ( i.e., what government owes itself).

Foreigners hold about $8 trillion of our debt which is 57% of the public debt.



Going into debt is OK if youõre investing for the future - but, weõre not! 

For decades, we, as a nation, have been living a fantasy life.  

Entitlement spending is now approaching 50% of the federal budget

while investment spending (critical to maintain our competitiveness)

has been declining for the past 60 years.  (from Porter et al. study)



Business isnõt investing either --- has been trending

lower for the past several years.  Thatõs why GDP growth remains weak.  

That means income growth will remain weak and housing will continue to

underperform , and creation of good paying jobs will remain an elusive goal.

(http://www.wsj.com/articles/make-america-grow-again-1469831784)

http://www.wsj.com/articles/make-america-grow-again-1469831784


This is what businesses do when they donõt see much growth -

instead of investing in plant, equipment, technology, they

buy back stock and increase dividends. Good short term strategy,

but does little to make the company/business more competitive.



Capital spending has been trending lower for past 4 years

Why? Companies not confident of future ðuncertainty re:

Tax code, regulations; Washington grid lock! 

( http://www.wsj.com/articles/u-s-durable-goods-orders-fell-2-2-in-may-1466771610 )

http://www.wsj.com/articles/u-s-durable-goods-orders-fell-2-2-in-may-1466771610


Business wonõt invest (and create jobs) when there is excess capacity ð

capacity Utilization below 80% suggests òexcess capacityó exists ðweõve

had 2 years of falling capacity utilization ðmy guess the culprit is the weak 

economy! 



Another structural problem ðnew business formations are down

significantly (from the Porter et al. study)



WSJ (http://www.wsj.com/articles/sputtering-startups-weigh-on-u-s-economic-growth-1477235874)

Slowdown in entrepreneurship is one reason economy

remains mired in slow growth mode!

http://www.wsj.com/articles/sputtering-startups-weigh-on-u-s-economic-growth-1477235874


What happens when innovation is missing!

Dismal productivity growth - - worst Performance for US economy

since the 1980õs when we experienced back to back recessions. 

(PS ðI understand that productivity measurement is a problem as new products/services quality is

difficult to measure so maybe we are underestimating real productivity?)

Source: WSJ (http://www.wsj.com/articles/u-s-productivity-dropped-at-0-5-pace-in-the-second-quarter-1470746092)

http://www.wsj.com/articles/u-s-productivity-dropped-at-0-5-pace-in-the-second-quarter-1470746092


(http://finance.yahoo.com/news/us-competitiveness-project-harvard-business-school-hbs-michael-porter-030021739.html)

Waning productivity is major cause of our economic problems. Weakening trend 

over past 60 years needs to change if wages/standard of living are to improve.  

According to recent study by Porter et al., competitiveness is key.  Solution

is infrastructure reform, tax reform, and immigration reform.  Political paralysis

keeps us from implementing the right solutions according to Porter et al.

http://finance.yahoo.com/news/us-competitiveness-project-harvard-business-school-hbs-michael-porter-030021739.html


Falling R&D - - Not a good trend!

Currently, Federal R&D is 0.78% of GDP ðnon defense spending is .36%

Federal government funds basic research ðwhich is critical to 

development of new technology and  innovation in science and 

engineering - critical to  economic growth, job growth, and productivity 

growth. 



Source: WSJ (http://www.wsj.com/articles/world-bank-cuts-global-growth-outlook-1465329662)

World Bank downgrades growth (again) in  2016 to 2.4%

as problems in developed and developing world mount

http://www.wsj.com/articles/world-bank-cuts-global-growth-outlook-1465329662


U.S. 3rd Qtr  2016 Economic growth nice surprise 2.9%  - but since 

last September, the economy has averaged only meagre growth!

(1) Slowing world economy (weaker China , European, and South American growth)

(2) Stronger dollar will reduce exports and increase imports ðnegative

impact on manufacturing  jobs which is key to income growth in USA 

(3) Political stalemate/weak leadership, terrorism, currency wars, growing national debt, 

...

(4) Weak income growth and continuing high òreal unemploymentó

Source: BEA (http://www.bea.gov/newsreleases/national/gdp/gdp_glance.htm) 

http://www.bea.gov/newsreleases/national/gdp/gdp_glance.htm


(http://finance.yahoo.com/news/us-competitiveness-project-harvard-business-school-hbs-michael-porter-030021739.html)

Weak growth means weak incomes

and weak housing numbers in the future unless

we address our competitiveness issues.

http://finance.yahoo.com/news/us-competitiveness-project-harvard-business-school-hbs-michael-porter-030021739.html


Here are a few slides on labor market conditions ðproblems

persist, but there are solutions



(http://www.wsj.com/articles/the-idle-army-americas-unworking-men-1472769641)

Not a good trend for the economy ðemployment to

population ratio keeps decreasing.

Too much welfare, plus many people donõt  have the 

required job skills?

http://www.wsj.com/articles/the-idle-army-americas-unworking-men-1472769641


Hereõs the problem ðthere are lots of jobs, but

too many job seekers donõt have the required skills!

(http://blogs.wsj.com/economics/2016/09/07/a-new-record-for-job-openings-deepens-mystery-over-lack-of-hiring/) 

http://blogs.wsj.com/economics/2016/09/07/a-new-record-for-job-openings-deepens-mystery-over-lack-of-hiring/


Hereõs where the jobs are ðbut lack of skills 

means many of these positions go unfilled!



Education will help keep you out of the unemployment line



Getting an education  will get you back into the labor force



Housing comments



0

200

400

600

800

1000

1200

1400

1600

1800

2000

200
4

200
5

200
6

200
7

200
8

200
9

201
0

201
1

201
2

201
3

201
4

201
5

201
6

Starts are inching forward ðBut, low interest rates canõt fix housing!   

This is basically a two tiered market ðhealthy upper end 

versus weak entry level housing - not sustainable.

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

Single family starts, Thousand units, SAAR

October - - 869,000,  up 10% 

versus September 2015

http://www.census.gov/const/www/newresconstindex.html
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New Single Family Home sales are the key statistic to watch  for wood 

products demand ïsales drive housing starts ïthis drives demand for 

wood products! 

Thousands, SAAR

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

October 2016  563,000

up 18% versus October 2015

OK. Weõre making progress, but still 

a relatively weak market 

Note: Sales represent only houses built for sale

or òspec homesó ðdoes not include contractor

built or homes built by the owner.  Historically,

òspec homesó represent about 70% of the market

(https://www.census.gov/construction/nrc/salesvsstarts.html)

http://www.census.gov/const/www/newressalesindex.html
https://www.census.gov/construction/nrc/salesvsstarts.html


Interesting chart showing new home sales versus population ðdespite

lowest mortgage rates in history,  todayõs new home sales per million are no

better than back in 1980 when mortgage rates were almost 20%.  Tells me

t hat low mortgage rates are not the answer ðpeople need good jobs and a

belief in their future ðtoday, both are in jeopardy!


