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Data Release: Housing starts off to a slow start in 2016. 

 The pace of homebuilding declined to the lowest level in three months, with housing starts falling by 44k 
units in January to 1,099k (annualized). The figure was well below consensus expectations, which 
anticipated an uptick to 1,173k. Revisions to both December and November starts subtracted an additional 
6k and 3k, respectively. 

 The lion's share of the decline was concentrated in the single-family segment (-30k), but the pace of 
multifamily construction also slowed on the month (-14k). 

 Building permits also moderated, declining slightly (-2k) to 1202k annualized. Permitting in the multifamily 
segment increased by 10k, but this was more than offset by a reduction in single family permit applications. 

 The monthly decline was geographically broad-based. The Midwest (-20k) led the way, followed by the 
South (-17k), Northeast (-6k), and West (-1k) regions. 

 
Key Implications 

 This morning's report was somewhat disappointing, suggesting that homebuilding in America is off to a 
slow start this year. The gloom is corroborated by downward revisions to the previous two months' starts as 
well as the slight pullback in permitting activity – marking the first back-to-back decline in starts and permits 
since August and January of last year, respectively. Moreover, the builder sentiment index also fell to its 
lowest level since May 2015. 

 At least some of the weakness may be explained by the harsh blizzard that hit the U.S. Northeast and 
South regions towards the end of January, which may have restricted construction and permitting activity 
as well as sales of new homes. Moreover, unseasonably warm weather during November and December 
likely pulled forward some activity into 2015, and resulted in a slower start to 2016 by homebuilders. 

 Despite this relatively lackluster report, which suggests slightly less residential investment in Q1, we remain 
optimistic as far as U.S. homebuilding is concerned. The pace of homebuilding remains well below 
demographic fundamentals, with continued job and income gains likely to increasingly motivate households 
to purchase new homes, especially given the rapidly rising rents. While this trend has been slower to 
manifest than we had anticipated, we remain optimistic that further gradual improvement is still ahead.  
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