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Headline GDP growth for the second quarter of 2018 was great. It was nice to finally see 

what appeared to be robust growth in the US economy. As we mentioned last week, US 

growth finally broke out (nominally) above what we deem as important resistance. 

The question we have to ask ourselves now, as investors, is whether the growth we 
have witnessed recently is sustainable. 

In order to dig a little deeper in an attempt to ascertain whether this is the case, we 

want to take a closer look at the housing market. Why housing? We believe housing 

trends are a great indicator of the overall strength of the US consumer. So if we can 

get the housing trend right, then we should be able to get the ultimate trend of the 

consumer correct. If the consumption is approximately 70 percent of US GDP, then 

we must pay attention to housing.  So now that you all follow the logic, we want to 

illustrate some concerning trends we are witnessing in housing that have us 

questioning the sustainability of recent US economic activity…
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Some concerning trends are present in the Housing Starts breakdown above. Housing starts have 
now been declining year over year, dropping over 4%. Now, before everyone gets too pessimistic, 
this time series is extremely volatile. In fact, from a historical standpoint, support tends to reside 
around -10% on the rate of change line (black). However, the direction of the line is not a good 

sign. We would like to see this indicator rebound and break to new highs, otherwise, the housing 
market may have peaked.

Another indicator of housing market strength and weakness is a measure of single family homes 
sold. We like this measure because it is a good indication, at least historically, of housing demand. 
Unfortunately, year over year growth in houses sold has slowed dramatically. Prior to the global 

financial crisis, new single family homes sold started declining in 2006. It was a good leading 
indicator of economic weakness to come as a nasty recession hit the US economy in 2008.
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Why the sudden decline in housing? We believe the main issue is affordability. As the Federal 
Reserve has tightened credit conditions by raising interest rates and reducing their balance 

sheet, housing affordability has taken a hit (see chart below). Therefore, sales are starting to 
show weakness, and prices are following. 

Even lumber prices are dropping, indicating a lack of demand (page 6). The home builders 
sector gave a sell signal earlier in the year and has been under increased pressure. The sector 

has failed to rally substantially, diverging from the broader market indices (page 7). This 
divergence is negative for housing, and potentially negative for broader consumption and the 
economy overall. If these conditions continue, the recent strength in the US economy could 

evaporate.



2018 WealthShield LLC. All Rights Reserved 5
This is provided for informational purposes only and should not be considered  a recommendation to buy or sell a particular security. 
Past performance is no guarantee of future returns. Please see attached disclosures. 



2018 WealthShield LLC. All Rights Reserved 6
This is provided for informational purposes only and should not be considered  a recommendation to buy or sell a particular security. 
Past performance is no guarantee of future returns. Please see attached disclosures. 



2018 WealthShield LLC. All Rights Reserved 7
This is provided for informational purposes only and should not be considered  a recommendation to buy or sell a particular security. 
Past performance is no guarantee of future returns. Please see attached disclosures. 

Here are a few of the tweets on the subject that we found interesting over the 
past several weeks. As we cheer on the US economy, we need to see the ever 

important housing industry rebound in a speedy fashion. Otherwise, the 
economic recovery from the 2015-2016 economic decline (recession in our 

opinion) could be in jeopardy. 
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Past performance is no guarantee of future returns. This is WealthShield’s current 
assessment of the market and may be changed without notice. The visuals shown are for 
illustrative purposes only and do not guarantee success or certain level of performance. This 
material contains projections, forecasts, estimates, beliefs and similar information (“forward 
looking information”). Forward looking information is subject to inherent uncertainties and 
qualifications and is based on numerous assumptions, in each case whether or not identified 
herein.

This information may be taken, in part, from external sources. We believe these external 
sources to be reliable, but no warranty is made as to accuracy. This material is not financial 
advice or an offer to sell any product. There is no guarantee of the future performance of 
any WealthShield portfolio.  The investment strategies discussed may not be suitable for all 
investors.  Before investing, consider your investment objectives and WealthShield's charges 
and expenses.  All investment strategies have the potential for profit or loss.

Benchmarks: The index / indices used by WealthShield have not been selected to represent 
an appropriate benchmark to compare an investor’s performance, but rather are disclosed 
for informational purposes. Detailed information regarding the indices is available upon 
request. The volatility of the indices may be materially different than that of the portfolio.

WealthShield is a registered investment adviser.  Registration does not imply a certain level 
of skill or training.  More information about WealthShield including its advisory services and 
fee schedule can be found in Form ADV Part 2 which is available upon request.
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