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Reasons for Improvement in 2015

Homebuyers of the Future – Gen Y

Supply-Side Headwinds – including Labor

Forecasts

Housing Policy Wildcards



Top Reasons For Improved Housing 

in 2015
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Modest economic growth following recession



Average Monthly Job Gains
Stronger employment gains in second half of 2014
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Average Monthly Job Gains
Stronger employment gains in second half of 2014
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Change in Employment (Y) vs Change in 

Single-family Permits (X) 2009-2014
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Change in Employment (Y) vs Change in 

Single-family Permits (X) 2009-2014
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Change In State Population Lagging National Growth
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Local Population Growth Exceeds National Growth
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Growing Pent-up Demand
Actual existing sales vs expected
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Total residential equity is recovering



Housing Prices Recovering
State and local house prices fell more and are further from recovery
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Housing Affordability: Still Good
NAHB/Wells Fargo Housing Opportunity Index
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Though tight, signs point to a continued easing
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Millennial Housing Demand

The Song Remains the Same



Household Formations on the Rise
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Rising Population Entering Housing Demand Years
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Composition of Home Construction

80% Typical Single-Family Share

Currently Only 66%
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Production Shift to Higher End of the Market
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Fannie Mae Survey:

90% of young renters were likely to purchase in the 

future

Only 7% plan to remain renters

21% of current young renters were preparing 

financially for homeownership



Industry Surveys

Fannie Mae Survey:

76% of young renters thought homeownership was a 

wise long-run financial decision

Demand Institute:

75% of 18-29 year olds: homeownership a goal

73% thought homeownership an excellent investment



Type of Home – NAHB What Home Buyers Really Want

Single-family: 75% Townhouse: 11%

Multifamily Apartment: 4% Manufactured Home: 3%



Type of Area Preferred

29

Suburbs: 66%

Central City: 10%

Rural: 24%



1,728

2,475

Currently Have Would Like to Have

Home Size
(Median Square Feet)

Millennials 

want 43% 

more space 

than they 

have now.



Most Millennials Will Pay 2%-3% more for 

Energy Efficient Home
(% of Gen Y Respondents)

16%

84%

A home without energy
efficiency features that

costs 2-3% less

A highly energy efficient
home w/ lower utility bills

over home's life



Most Would Be Seriously Influenced to Move to a 

Community if It Had…
(% of Gen Y Respondents)

51%

54%

55%

58%

Outdoor swimming pool

Playgrounds

Walking/jogging trails

Park area
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Smaller house
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Smaller lot
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Supply-Side Headwinds

The 3 Ls



Lot Supply
Shortage indicators rise and fall with level of starts, except recently
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AD&C Access 
Tight….



AD&C Access 
…But Easing
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Labor Supply
A leading challenge for builders



Unfilled Construction Jobs a Rising Trend
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Construction Labor Market Tightness
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Home Building/Remodeling Employment Recovering
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Profile of Residential Construction Employment



Profile of Residential Construction Employment



Profile of Residential Construction Wages



Profile of Residential Construction Wages



Residential Construction Wages Rising



Forecasts
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Multifamily Production Index
2+ years at or above 50
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1995-2003 331,000 ”Normal”

2011 178,000

2012 247,000 39%

2013 308,000 25%

2014 354,000 15%

2015 348,000 -2%

2016 362,000 4%

Multifamily Housing Starts 
Healthy Response from Growth in Renters

Trough to Current:

4th Q 09  =   82,000

1st Q 15  = 335,000

+309%

2015Q1:

98% of 

“Normal”
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Multifamily Housing Starts – Minnesota

1995-2003 5,007 ”Normal”

2010 1,851 

2011 1,782 -4%

2012 4,907 175%

2013 5,402 10%

2014 5,372 -1%

2015 4,564 -15%

2016 4,276 -6%
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Multifamily Housing Starts – Minneapolis-St. Paul

1995-2003 3,683 ”Normal”

2010 1,112 

2011 1,111 0%

2012 4,050 265%

2013 4,182 3%

2014 4,091 -2%
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2016 2,724 -6%
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Single-Family Starts
Continuing to recover

Trough to Current:

Mar  09 = 353,000

May  15 = 680,000

+93%

2015Q1: 

48% of “Normal”

2016Q4:

76%

2000-2003 1,343,000 ”Normal”

2011 434,000 

2012 537,000 24%

2013 620,000 16%

2014 647,000 4%

2015 725,000 12%

2016 935,000 29%
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Single-Family Starts
Expecting lower growth

June 2015 IBS

2000-2003 1,343,000 1,343,000

2011 434,000 434,000

2012 537,000 537,000

2013 620,000 621,000

2014 647,000 641,000

2015 725,000 804,000

2016 935,000 1,102,000
IBS
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2015
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2000-2003 29,893 ”Normal”

2010 7,502 

2011 7,195 -4%

2012 9,580 33%

2013 11,042 15%

2014 10,843 -2%

2015 12,379 14%

2016 17,872 44%

Single-family Housing Starts – Minnesota
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2000-2003 18,985 ”Normal”

2010 4,088 

2011 4,036 -1%

2012 5,970 48%

2013 7,175 20%

2014 6,729 -6%

2015 7,767 15%

2016 11,176 44%

Single-family Housing Starts – Minneapolis-St. Paul
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2015 Spring 2014 Fall

2000-2003 18,985 18,985

2010 4,088 4,088

2011 4,036 4,036

2012 5,970 5,970

2013 ,175 7,175

2014 6,729 6,729

2015 7,767 8,100

2016 11,176 11,975

Single-family Housing Starts – Minneapolis-St. Paul
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MN Areas Proximity to ‘Normal” as of 2014
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Rank Q4 2016

Bottom 20%

20% to 40%

40% to 60%

60% to 80%

Top 20%

The Long Road Back to Normal

< 72%

72% - 84%

85% - 95%

96% - 105%

105% <

Relative 

to Normal

This map shows how the states rank in the return to more normal levels of housing production.

By the end of 2016, the top 40% will be back to near normal production levels.

The bottom 20% will be below 72% of normal production.



Housing Policy Wildcards

The Four Rs



Regulatory

Housing Finance Reform

Tax Reform 

See second home map as an example

Immigration Reform





Thank you.      Questions?

www.housingeconomics.com

eyeonhousing.org

@dietz_econ


