
 
February 19, 2020 

 
Economics Group 
 

Mark Vitner, Senior Economist 
mark.vitner@wellsfargo.com ● (704) 410-3277 

Charlie Dougherty, Economist 
charles.dougherty@wellsfargo.com ● (704) 410-6542 

Matthew Honnold, Economic Analyst 
matthew.honnold@wellsfargo.com ● (704) 410-3059 

 

Residential Construction Remains in Rarified Air 

Unseasonably mild weather helped keep homebuilding in high gear during 

January. While starts fell 3.6%, January’s 1.57 million-unit pace was the 

second strongest pace of the expansion. What’s more, December’s surge was 

revised even higher to show a 17.7% gain to a 1.63 million-unit pace, which 

is by far the high-water mark of the past 12 years. Construction was boosted 

by unseasonably warm weather—it was the sixth warmest December on 

record—as non-seasonally adjusted starts rose in a month when activity 

normally falls sharply, producing a huge seasonally adjusted gain. January’s 

decline was actually less than expected and leaves starts running 21% above 

their total for 2019. If housing construction maintains its current pace, we 

will see some incredibly strong year-over-year numbers in 2020. However, 

January was also one of the warmest on record (a major reason for our 

above-consensus forecast of 1.523 million), meaning the data once again got 

an extra boost from seasonal adjustment. We expect to see some payback 

this spring. 

Single-family starts fell 5.9% in January, following a 14.1% surge the prior 

month, and have risen six of the past eight months. Single-family permits, 

which are less prone to weather distortions and are a more reliable 

barometer of activity, have been even stronger, rising eight consecutive 

months. Low mortgage rates have improved buying conditions, and 

consumers increasingly report now is a good time to buy. Sensing this, 

builders have turned very optimistic, with the NAHB index, a measure of 

single-family homebuilder sentiment, hanging near a 20-year high in 

February. Multifamily starts rose 0.7%, their fourth straight gain, while 

permits have risen three of the past four months. Apartment permits are still 

running around 15% above starts on a six-month average basis, suggesting 

there are plenty of projects in the pipeline. 

The housing industry is not immune to the coronavirus factory closures and 

supply chain disruptions, as many building materials are sourced from 

China. According to the NAHB, the United States imported $66.7 billion in 

residential construction goods during 2017, with roughly $21.4 billion 

originating from China, including vinyl floor coverings, kitchen cabinets and 

wall lighting fixtures, to name a few. The effect may be some upward 

pressure on construction costs, which are already showing signs of picking 

up. The recent momentum in building activity had already led to a 

turnaround in lumber prices, which registered a 5.5% rise in January, the 

strongest since 2018. Steel, aluminum and copper prices are also firming. 

Released separately this morning, the Producer Price Index (PPI) for 

materials and components for construction rose 0.5% over the year in 

January. On the other hand, global growth fears should keep a lid on the  

10-year Treasury yield and mortgage rates.  

 

 

 

 

 

 

 

 

Source: U.S. Department of Commerce, U.S. Department of Labor and Wells Fargo Securities 
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Housing Starts Step Back Yet Remain Lofty in January 
Starts fell 3.6%, but the 1.57 million-unit pace easily beat consensus expectations and is the second strongest of 
this expansion. Homebuilding continues to build momentum, but the coronavirus remains a risk. 

mailto:mark.vitner@wellsfargo.com
mailto:charles.dougherty@wellsfargo.com
mailto:matthew.honnold@wellsfargo.com


 

Wells Fargo Securities Economics Group 

 

Jay H. Bryson, Ph.D. Acting Chief Economist (704) 410-3274 jay.bryson@wellsfargo.com 

Mark Vitner Senior Economist (704) 410-3277 mark.vitner@wellsfargo.com 

Sam Bullard Senior Economist (704) 410-3280 sam.bullard@wellsfargo.com 

Nick Bennenbroek Macro Strategist (212) 214-5636 nicholas.bennenbroek@wellsfargo.com 

Tim Quinlan Senior Economist (704) 410-3283 tim.quinlan@wellsfargo.com 

Azhar Iqbal Econometrician (212) 214-2029 azhar.iqbal@wellsfargo.com 

Sarah House Senior Economist (704) 410-3282 sarah.house@wellsfargo.com 

Charlie Dougherty Economist (704) 410-6542 charles.dougherty@wellsfargo.com 

Erik Nelson Macro Strategist (212) 214-5652 erik.f.nelson@wellsfargo.com 

Michael Pugliese Economist (212) 214-5058 michael.d.pugliese@wellsfargo.com 

Brendan McKenna Macro Strategist (212) 214-5637 brendan.mckenna@wellsfargo.com 

Shannon Seery Economic Analyst (704) 410-1681 shannon.seery@wellsfargo.com 

Matthew Honnold Economic Analyst (704) 410-3059 matthew.honnold@wellsfargo.com 

Jen Licis Economic Analyst (704) 410-1309 jennifer.licis@wellsfargo.com 

Hop Mathews Economic Analyst (704) 383-5312 hop.mathews@wellsfargo.com 

Coren Burton Administrative Assistant (704) 410-6010 coren.burton@wellsfargo.com 

     
Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the 
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.  
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,  
Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited,  
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.  
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a 
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading 
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and  
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this 
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.  
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and 
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general 
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC 
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information 
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with 
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity 
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2020 Wells Fargo Securities, LLC. 

Important Information for Non-U.S. Recipients 

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated 
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services 
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does 
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and 
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be 
available. This report is not intended for, and should not be relied upon by, retail clients. 

 
 SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE 


