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Housing Starts 
Seasonally Adjusted Annual Rate, In Millions
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Housing Starts: Mar @ 654K

 

Single & Multifamily Housing Starts
SAAR, In Thousands, 3-Month Moving Average
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Single-family Housing Starts: Mar @ 478K (Left Axis)
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Two Disappointing Monthly Reports – Transitory or Trend? 

The key spring selling season got off to a disappointing start in March, with 
housing starts dropping 5.8 percent on the month. The decline in starts was 
largely concentrated in the volatile multifamily component. Multifamily 
starts fell 16.9 percent on the month, but the decline is likely due to 
payback. That said, multifamily starts are up 34.6 percent on a year-ago 
basis, which is more indicative of the solid underlying trend.  

With two consecutive monthly declines, many will insist we are seeing a 
shift in the underlying trend which is showing gradual progress. That said, 
we are not throwing in the towel and we still contend the housing market is 
seeing modest improvement and is in the early stages of stabilization with 
much of the recent monthly volatility due in part to milder-than-usual 
weather. With sales being pulled forward in previous months, it is not a 
surprise to see a pullback. Indeed, according to the NOAA, March was the 
warmest March on record. Moreover, anecdotal reports from builders and 
realtors suggest better days are ahead for the industry. 

Speaking of builders, according to the NAHB/Wells Fargo Homebuilders 
Survey, builder sentiment pulled back after six months of improvement. 
Each component fell on the month, including sales expectations in the next 
six months and traffic of prospective buyers. On a regional basis, the index 
was mixed with the South and Midwest posting declines. While builder 
sentiment in April could be another pessimistic indicator for naysayers, 
here again, we believe that as a result of the impact of weather, the 
underlying trend is harder to decipher due to monthly volatility. Similar to 
starts, the homebuilder survey is seasonally adjusted and the decline is 
likely due to  payback from the string of positive data. 

To further make our point, forward looking permits rose 4.5 percent on the 
month and are up over 30 percent on a year-ago basis. While the gain in 
permits was concentrated in multifamily, single-family permits are up 
17.9 percent over the past year. Before we get ahead of ourselves, it is 
important to note that the housing market still contends with a number of 
obstacles, including the oversupply of existing homes, shadow inventory 
and tight credit conditions. While permits are up, financing is still pretty 
tough to line up, so the permits are not translating into starts very quickly.  

Housing Starts Outlook 

Housing starts are expected to rise 16 percent this year, with single family 
starts rising 11 percent and multifamily starts rising 29 percent. Overall, 
starts should rise an additional 15 percent in 2013. Even with these gains, 
however, homebuilding remains well off its long-run trend and as noted on 
many occasions, any recovery in the housing market will be gradual. 

NAHB/Wells Fargo Housing Market Index
Diffusion Index
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NAHB Housing Market Index: Apr @ 25.0

 
Source: U.S. Department of Commerce, NAHB and Wells Fargo Securities, LLC 

Housing Starts Fall Well Below Estimates in March  
Housing starts posted another disappointing pullback in March, falling 5.8 percent. Much of the decline was 
in the volatile multifamily component, which dropped 16.9 percent. Weather may also still have had an effect. 

 

mailto:mark.vitner@wellsfargo.com
mailto:anika.khan@wellsfargo.com


Wells Fargo Securities, LLC Economics Group 

 

Diane Schumaker-Krieg Global Head of Research 
& Economics 

(704) 715-8437 
(212) 214-5070 

diane.schumaker@wellsfargo.com 

John E. Silvia, Ph.D. Chief Economist (704) 374-7034 john.silvia@wellsfargo.com  

Mark Vitner Senior Economist (704) 383-5635 mark.vitner@wellsfargo.com 

Jay Bryson, Ph.D. Global Economist (704) 383-3518 jay.bryson@wellsfargo.com 

Scott Anderson, Ph.D. Senior Economist (612) 667-9281 scott.a.anderson@wellsfargo.com 

Eugenio Aleman, Ph.D. Senior Economist (704) 715-0314 eugenio.j.aleman@wellsfargo.com 

Sam Bullard Senior Economist (704) 383-7372 sam.bullard@wellsfargo.com 

Anika Khan Senior Economist (704) 715-0575 anika.khan@wellsfargo.com 

Azhar Iqbal Econometrician (704) 383-6805 azhar.iqbal@wellsfargo.com 

Tim Quinlan Economist (704) 374-4407 tim.quinlan@wellsfargo.com 

Ed Kashmarek Economist  (612) 667-0479 ed.kashmarek@wellsfargo.com 

Michael A. Brown Economist (704) 715-0569 michael.a.brown@wellsfargo.com 

Joe Seydl Economic Analyst (704) 715-1488 joseph.seydl@wellsfargo.com 

Sarah Watt Economic Analyst (704) 374-7142 sarah.watt@wellsfargo.com 

Kaylyn Swankoski Economic Analyst (704) 715-0526 kaylyn.swankoski@wellsfargo.com 

 
 

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S broker-dealer registered 
with the U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor 
Protection Corp. Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not 
limited to, Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Advisors, LLC, Wells Fargo Securities International Limited, 
Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited. The information and opinions herein are for 
general information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo 
Securities, LLC assume any liability for any loss that may result from the reliance by any person upon any such information or 
opinions. Such information and opinions are subject to change without notice, are for general information only and are not intended 
as an offer or solicitation with respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo 
Securities, LLC is a separate legal entity and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & 
Company © 2012 Wells Fargo Securities, LLC. 

Important Information for Non-U.S. Recipients 
  
For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited (“WFSIL”).  WFSIL is a U.K. 
incorporated investment firm authorized and regulated by the Financial Services Authority.  The content of this report has been 
approved by WFSIL a regulated person under the Act.  WFSIL does not deal with retail clients as defined in the Markets in Financial 
Instruments Directive 2007.  The FSA rules made under the Financial Services and Markets Act 2000 for the protection of retail 
clients will therefore not apply, not will the Financial Services Compensation Scheme be available.  This report is not intended for, 
and should not be relied upon by, retail clients.   This document and any other materials accompanying this document (collectively, 
the “Materials”) are provided for general informational purposes only.   

 
 

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE  

 

 


