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Housing starts rose a larger-than-expected 14.6 percent in June. While a 30.4 percent jump in multifamily
starts accounts for much of the gain, single-family starts rose 9.4 percent and permits also increased.

A Slightly Better Trend for Homebuilding

Housing starts rose 14.6 percent to a 629,000-unit pace in June, marking
the best month for homebuilding this year. There have been anecdotal
reports of improvement in a handful of markets around the country, and
the June data generally support this notion. Single-family starts rose
9.4 percent to a 453,000-unit pace. That puts single-family starts back up
at the high end of the range they have averaged since the homebuyer tax
credit program ended last spring. Multifamily starts surged 30.4 percent in
June, with most of the increase coming in apartment construction.

Starts increased in every region of the country, rising 35.1 percent in the
Northeast, 25.3 percent in the Midwest, 10.6 percent in the South and
5.4 percent in the West. The Midwest and South saw the largest gains in
single-family starts, with the Midwest posting an uncharacteristically
strong 22.5 percent rise to an 87,000-unit pace. The South, which typically
accounts for about half of the nation’s single-family starts, saw single-
family starts rise 8.6 percent to a 239,000-unit pace. Both regions saw
extensive damage from tornados this spring, and some of this past month’s
gain may reflect rebuilding activity. The Midwest alone accounted for
nearly half of June’s overall rise in single-family starts, although this region
accounts for less than 20 percent of new single-family home construction.

June’s huge 30.4 percent jump in multifamily starts likely reflects firming
in the apartment market. Apartment vacancy rates have fallen
1.8 percentage points over the past year, and rents have been rising
steadily. Multifamily starts also increased in every region, but increased the
most in the Northeast, where rents have firmed the most.

Single-Family Permits Point To A Firming Trend

Permits for future construction rose 2.5 percent in June to a 624,000-unit
pace, marking the second consecutive monthly gain. Permits for new
multifamily projects rose 6.9 percent, following a 20.8 percent rise the
prior month. By contrast, single-family permits rose just 0.2 percent. The
gain, however, marked the fourth consecutive monthly increase, which
marks the longest string of gains in single-family permits since the
homebuyer tax credit program ended last spring.

Looking Ahead...

Just as many other indicators appeared to fade, housing starts are looking a
little better. Apartment construction has perked up and single-family starts
appear to have risen a bit from the lows hit after the homebuyer tax credit
program ended. Rebuilding activity in the South and Midwest will likely
continue to aid starts during the second half of the year. The recovery will
remain sluggish, however, with starts not likely to pick up in a big way until
employment conditions and consumer confidence improve.
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Single-Family Housing Starts vs. Mortgage Applications
Seasonally Adjusted Annual Rate, In Millions
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Housing Starts by Region
As a Percent of Total Starts, 12-Month Moving Average
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