
A  A  A

REAL ESTATE RESEARCH

Search

ABOUT

Real Estate Research provided
analysis of topical research and
current issues in the fields of housing
and real estate economics. Authors
for the blog included the Atlanta Fed's
Jessica Dill, Kristopher Gerardi, Carl
Hudson, and analysts, as well as the
Boston Fed's Christopher Foote and
Paul Willen.

In December 2020, content from Real
Estate Research became part of
Policy Hub. Future articles will be
released in Policy Hub: Macroblog.

Disclaimer

Email Me

 Subscribe by E-mail

 Subscribe by RSS

Other Fed Websites

Comment Standards:
Comments are moderated and will
not appear until the moderator has
approved them.

Please submit appropriate
comments. Inappropriate comments
include content that is abusive,
harassing, or threatening; obscene,
vulgar, or profane; an attack of a
personal nature; or overtly political.

In addition, no off-topic remarks or
spam is permitted.

January 3, 2018

Where Is the Housing Sector Headed?

One element that has distinguished the expansion following the Great Recession
from expansions following prior recessions is the slow recovery of the housing
sector. Recent data releases relating to home sales activity and new construction
point to a housing market that continues to grow at a slow but steady pace.
Single-family starts are increasing but remain low by historical norms. According
to the U.S. Census Bureau, the 12-month moving average of multifamily starts
has peaked after increasing steadily over the last several years. The data
releases since the initial fourth-quarter GDPNow nowcast  on October 30
have, on net, brightened the outlook for residential investment.

These numbers tell us where we are but not what lies ahead.

To supplement official data releases, the Atlanta Fed collects anecdotal
information from market participants. This information helps us detect shifts in
trends and concerns that may influence the future direction of housing. Results
from our recent industry forums and surveys indicate that (1) we should expect
more of the same slow, steady growth, and (2) there are downside risks to the
outlook.

On December 1, in conjunction with the Georgia State University Department of
Real Estate , the Atlanta Fed held a Real Estate Industry Forum to discuss
current trends and challenges facing the real estate industry. The good news
from the panel of chief economists was that demographics—especially with
millennials entering the age of household formation and house purchasing—and
other underlying fundamentals, such as employment growth and tight inventory,
continue to support an optimistic outlook for housing demand. The supply of
housing is where most of the concerns sit.

The industry forum panelists noted that some geographies face supply
constraints that will hinder the delivery of housing sufficient to match increased
fundamental demand. Such observations are consistent with responses we
received in our November 2017 Construction and Real Estate Survey. In the poll,
most builders reported labor cost increases from the year-ago level; nearly two-
thirds of respondents said labor costs had increased more than 3 percent. All
builders said material costs had increased over the same period. Many
continued to note that the amount of available credit for construction and
development remained insufficient to meet demand. Builders said they expect
construction activity over the next three months to be flat to down.

When asked if they would be able to meet a sudden spike in demand for homes,
Southeast builders' responses were split: 46 percent said they would not be able
to handle the spike in the demand, while 38 percent said they would. Most
builders indicated they faced challenges with hiring and that it was affecting their
ability to grow their businesses. Of those experiencing difficulty hiring, more than
half attributed it to the homebuilding industry—that is, too much demand for
construction laborers or too few workers. One-fifth attributed the labor shortage
to workers lacking the necessary skills set. The responses to open-ended,
follow-up questions reiterated these findings; respondents cited lack of skills and
poor work ethic as the top challenges to finding quality workers.

One interpretation of builders' inability to grow their business or respond to a
spike in demand is that the market is near equilibrium. That is, production is at a
point such that increasing the scale of operations is not profitable, and scaling
back production does not improve profitability either. Improving the supply of
labor can be done, but will take time in terms of training and skill acquisition. The
timing and extent to which the access to financing can be improved is less
known. While underlying fundamentals support an optimistic outlook for the
housing sector, supply chain constraints imply only measured near-term
residential investment growth.

REAL ESTATE RESEARCH
SEARCH

Search

RECENT POSTS

CATEGORIES

Assessing the Size and Spread of
Vulnerable Renter Households in
the Southeast
What's Being Done to Help Renters
during the Pandemic?
An Update on Forbearance Trends
Examining the Effects of COVID-19
on the Southeast Housing Market
Southeast Housing Market and
COVID-19
Update on Lot Availability and
Construction Lending
Tax Reform's Effect on Low-Income
Housing
Housing Headwinds
Did Harvey Influence the Housing
Market?
Is the Share of Real Estate Sales to
Investors Increasing?

Affordable housing goals
Credit conditions
Expansion of mortgage credit
Federal Housing Authority
Financial crisis
Foreclosure contagion
Foreclosure laws
Governmentsponsored enterprises
GSE
Homebuyer tax credit
Homeownership
House price indexes
Household formations
Housing boom
Housing crisis
Housing demand
Housing prices
Income segregation
Individual Development Account
Loan modifications
Monetary policy
Mortgage crisis
Mortgage default
Mortgage interest tax deduction
Mortgage supply
Multifamily housing
Negative equity
Positive demand shock
Positive externalities
Rental homes
Securitization
Subprime MBS
Subprime mortgages
Supply elasticity
Uncategorized
Upward mobility
Urban growth

https://www.atlantafed.org/
https://www.atlantafed.org/blogs/real-estate-research
https://www.atlantafed.org/research/economists/analysts/dill-jessica
https://www.atlantafed.org/research/economists/gerardi-kristopher
https://www.bostonfed.org/people/bank/christopher-foote.aspx
https://www.bostonfed.org/people/bank/paul-willen.aspx
https://www.atlantafed.org/research/publications/policy-hub
https://www.atlantafed.org/blogs/macroblog
https://www.atlantafed.org/disclaimers-and-terms-of-use
mailto:realestateresearch@atl.frb.org
https://www.frbatlanta.org/forms/subscribe
https://www.atlantafed.org/RSS
http://www.federalreserveonline.org/
https://www.facebook.com/dialog/feed?app_id=452156031625853&display=popup&link=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dfb&redirect_uri=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dfb&name=Where%20Is%20the%20Housing%20Sector%20Headed?&description=
https://www.facebook.com/dialog/feed?app_id=452156031625853&display=popup&link=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dfb&redirect_uri=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dfb&name=Where%20Is%20the%20Housing%20Sector%20Headed?&description=
https://twitter.com/share?url=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dtw&text=Where%20Is%20the%20Housing%20Sector%20Headed?&via=AtlantaFed&hashtags=
https://twitter.com/share?url=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dtw&text=Where%20Is%20the%20Housing%20Sector%20Headed?&via=AtlantaFed&hashtags=
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dli&title=Where%20Is%20the%20Housing%20Sector%20Headed?&summary=As%20part%20of%20the%20nation%27s%20central%20bank,%20the%20Atlanta%20Fed%20plays%20an%20important%20role%20in%20monetary%20policy,%20bank%20supervision%20and%20regulation,%20and%20the%20operation%20of%20a%20nationwide%20payments%20system.
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.atlantafed.org%2Fblogs%2Freal-estate-research%2F2018%2F01%2F03%2Fwhere-is-the-housing-sector-headed%3Fd%3D1%26s%3Dli&title=Where%20Is%20the%20Housing%20Sector%20Headed?&summary=As%20part%20of%20the%20nation%27s%20central%20bank,%20the%20Atlanta%20Fed%20plays%20an%20important%20role%20in%20monetary%20policy,%20bank%20supervision%20and%20regulation,%20and%20the%20operation%20of%20a%20nationwide%20payments%20system.
https://www.frbatlanta.org/-/media/documents/cqer/researchcq/gdpnow/RealGDPTrackingSlides.pdf?d=1&s=blogrer
http://robinson.gsu.edu/academic-departments/real-estate/
http://robinson.gsu.edu/academic-departments/real-estate/
https://www.frbatlanta.org/news/conferences-and-events/conferences/2017/1201-real-estate-industry-forum.aspx?d=1&s=blogrer
https://www.frbatlanta.org/real-estate-analytics/surveys/realestate.aspx?d=1&s=blogrer
https://www.atlantafed.org/blogs/real-estate-research/2020/10/14/assessing-size-and-spread-of-vulnerable-renter-households-in-southeast
https://www.atlantafed.org/blogs/real-estate-research/2020/10/14/assessing-size-and-spread-of-vulnerable-renter-households-in-southeast
https://www.atlantafed.org/blogs/real-estate-research/2020/10/14/assessing-size-and-spread-of-vulnerable-renter-households-in-southeast
https://www.atlantafed.org/blogs/real-estate-research/2020/07/13/whats-being-done-to-help-renters-during-pandemic
https://www.atlantafed.org/blogs/real-estate-research/2020/07/13/whats-being-done-to-help-renters-during-pandemic
https://www.atlantafed.org/blogs/real-estate-research/2020/07/02/update-on-forbearance-trends
https://www.atlantafed.org/blogs/real-estate-research/2020/05/15/examining-effects-of-covid-19-on-southeast-housing-market
https://www.atlantafed.org/blogs/real-estate-research/2020/05/15/examining-effects-of-covid-19-on-southeast-housing-market
https://www.atlantafed.org/blogs/real-estate-research/2020/04/17/southeast-housing-market-and-covid-19
https://www.atlantafed.org/blogs/real-estate-research/2020/04/17/southeast-housing-market-and-covid-19
https://www.atlantafed.org/blogs/real-estate-research/2018/04/05/update-on-lot-availability-and-construction-lending
https://www.atlantafed.org/blogs/real-estate-research/2018/04/05/update-on-lot-availability-and-construction-lending
https://www.atlantafed.org/blogs/real-estate-research/2018/03/02/tax-reforms-effect-on-lowincome-housing
https://www.atlantafed.org/blogs/real-estate-research/2018/03/02/tax-reforms-effect-on-lowincome-housing
https://www.atlantafed.org/blogs/real-estate-research/2018/01/24/housing-headwinds
https://www.atlantafed.org/blogs/real-estate-research/2017/09/29/did-harvey-influence-the-housing-market
https://www.atlantafed.org/blogs/real-estate-research/2017/09/29/did-harvey-influence-the-housing-market
https://www.atlantafed.org/blogs/real-estate-research/2017/04/14/is-the-share-of-real-estate-sales-to-investors-increasing
https://www.atlantafed.org/blogs/real-estate-research/2017/04/14/is-the-share-of-real-estate-sales-to-investors-increasing
https://www.atlantafed.org/blogs/real-estate-research/?tagid=3cb7b5af-5b7b-4fbd-a59b-4425ebcdd9c6
https://www.atlantafed.org/blogs/real-estate-research/?tagid=e909d03f-85d8-451f-bfb7-b3f7bfea5417
https://www.atlantafed.org/blogs/real-estate-research/?tagid=deec3cf5-3fb8-4008-b5e6-c0f23094a8eb
https://www.atlantafed.org/blogs/real-estate-research/?tagid=5df0e43d-5859-40ca-8b39-2bfc4690bd06
https://www.atlantafed.org/blogs/real-estate-research/?tagid=30dfa210-a5b5-48bb-a76b-8c9a64d96377
https://www.atlantafed.org/blogs/real-estate-research/?tagid=cb594f3c-86c0-4fdb-bc3e-22c053a7b095
https://www.atlantafed.org/blogs/real-estate-research/?tagid=21b2cb98-b0cf-4ce5-ac1a-4938180c733f
https://www.atlantafed.org/blogs/real-estate-research/?tagid=10db7a62-634b-4f64-abef-852c55b3d0fd
https://www.atlantafed.org/blogs/real-estate-research/?tagid=64e89c5d-ca38-47b7-9fc2-51bcf143fa69
https://www.atlantafed.org/blogs/real-estate-research/?tagid=86a2b37e-551f-4982-be82-36eb29bca7ed
https://www.atlantafed.org/blogs/real-estate-research/?tagid=7d09cd3f-9c08-4af1-b07a-4010958b5a27
https://www.atlantafed.org/blogs/real-estate-research/?tagid=7aa5da83-cdd9-4e2e-9dc7-73bbb71f36ab
https://www.atlantafed.org/blogs/real-estate-research/?tagid=1a1b45d3-fa84-455b-a01e-b4d0990314a0
https://www.atlantafed.org/blogs/real-estate-research/?tagid=f8dec99e-101d-40f8-be8c-4806acf72b19
https://www.atlantafed.org/blogs/real-estate-research/?tagid=89cade61-a950-43a3-98a3-dce6b982a5b7
https://www.atlantafed.org/blogs/real-estate-research/?tagid=f36d7158-ab6b-4060-a8f9-e4cad99f97f4
https://www.atlantafed.org/blogs/real-estate-research/?tagid=62bc66a4-71cd-4e16-b4c0-3c7c0854bd78
https://www.atlantafed.org/blogs/real-estate-research/?tagid=3cf8d77a-ed86-4204-b333-702f270e583a
https://www.atlantafed.org/blogs/real-estate-research/?tagid=478669cb-2e2f-4ce9-91e3-d804d0235ee7
https://www.atlantafed.org/blogs/real-estate-research/?tagid=bfa27368-a26d-40ea-819d-ad3068c3ec7e
https://www.atlantafed.org/blogs/real-estate-research/?tagid=4271e337-1e9e-4c01-9b13-5d06db4b4cc2
https://www.atlantafed.org/blogs/real-estate-research/?tagid=92202692-61f2-4ce2-906f-f23fe4a61fd9
https://www.atlantafed.org/blogs/real-estate-research/?tagid=6f029d93-e820-4f82-a4a8-99b59e596839
https://www.atlantafed.org/blogs/real-estate-research/?tagid=8d05beb4-da01-40ce-aec1-01d9db955ec2
https://www.atlantafed.org/blogs/real-estate-research/?tagid=28963c9a-ad92-4e2d-b683-fa3d4401f927
https://www.atlantafed.org/blogs/real-estate-research/?tagid=dcf57c86-56c5-42d2-bd0e-ab80e3136f91
https://www.atlantafed.org/blogs/real-estate-research/?tagid=959d5469-1d56-492b-a6b0-8f084d86ed77
https://www.atlantafed.org/blogs/real-estate-research/?tagid=35ca6415-5ae7-47f0-9405-fafbd48295a1
https://www.atlantafed.org/blogs/real-estate-research/?tagid=0b14ae44-f759-4710-8886-ffcf19029ce0
https://www.atlantafed.org/blogs/real-estate-research/?tagid=b36b95c6-ae7f-4c1c-8c27-3cefce63fcd5
https://www.atlantafed.org/blogs/real-estate-research/?tagid=275e3356-ea61-4c10-9454-ea4f99c337b3
https://www.atlantafed.org/blogs/real-estate-research/?tagid=87e1b326-7668-4ad8-a862-7946a42a63fd
https://www.atlantafed.org/blogs/real-estate-research/?tagid=576a8a81-c46a-4ea2-9718-31c207c2af4d
https://www.atlantafed.org/blogs/real-estate-research/?tagid=42353b2a-4ff7-4d36-889e-b2a25a8f1122
https://www.atlantafed.org/blogs/real-estate-research/?tagid=8b505e50-01fc-4ab5-ab7b-d2c650f59cad
https://www.atlantafed.org/blogs/real-estate-research/?tagid=21ac043c-c130-4a1c-bac7-ea482ec618f2
https://www.atlantafed.org/blogs/real-estate-research/?tagid=17e44341-7d2a-4b2b-be28-a6921bc8d0d1


By Jessica Dill, economic policy analyst in the Research
Department and

Carl Hudson, director of the Center for Real Estate Analytics
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