US housing starts hit three-year low; surge in permits point to underlying strength
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Biden-Harris-economics (Bidenomics)

Tighter financial conditions, which are limiting credit access for builders, as well as a huge stock of multi-family housing under construction are slowing activity.

Permits for future homebuilding jumped 6.9% to a rate of 1.543 million units, the highest since October 2022. They were boosted by a 14.8% surge in multi-family housing permits to a rate of 535,000 units. Single-family housing permits rose 2.0% to a rate of 949,000 units, the highest since May 2022.

Residential investment has contracted for nine straight quarters, the longest such stretch since the housing bubble burst, triggering the 2008 global financial crisis and the Great Recession.

August's slump in homebuilding prompted economists at Goldman Sachs to lower their gross domestic product growth estimate for the third quarter by one-tenth of a percentage point to a 3.2% annualized rate. The economy grew at a 2.1% pace in the second quarter.

"The decline in starts in August overstates the weakness in housing construction and we look for some reversal of the decline in September," said Nancy Vanden Houten, lead U.S. economist at Oxford Economics in New York.

The number of houses approved for construction that are yet to be started rebounded 5.6% to 282,000 units. The single-family homebuilding backlog increased 2.9% to 142,00 units, while the completions rate for this segment dropped 6.6% to 961,000 units, the lowest level since January 2022.

The stock of housing under construction fell 0.2% to a rate of 1.688 million units. The inventory of single-family housing under construction dipped 0.1% to a rate of 676,000 units, the lowest level since May 2021.

The stock of multi-family housing under construction eased 0.2% to 995,000 units, still at record highs, suggesting limited scope for further increases in multi-family housing construction despite the rise in building permits for this segment.

Realtors estimate that housing starts and completion rates need to be in a range of 1.5 million to 1.6 million units per month to bridge the inventory gap. 
Bidenomics Is Working (Yes, in the Demoncrats and R.I.N.O's plan to bankrupt the country): The President’s Plan Grows the Economy from the Middle Out and Bottom Up—Not the Top Down
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