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Housing Starts Rise More Than Expected

BY REBECCA PICCIOTTO

Housing construction in the U.S. jumped much more thaﬁléipected last thonth, reflecting a recovery in the multifamily
market as developers respond to demand for renital housing. g

Housing starts, a measure of home constructiovﬁr re@;@higher in July compared with a year earlier, according to
1 hi

Census Bureau data on Tuesday. Economi urveyed by The-Wall Street Journal had expected a 2.8% increase. v
Rental housing drove the big increas,é;_ ‘otistruction ofp: bjécts with five units or more was 27.4% higher in July QO
compared with last year, while starts of'single-unit projects were 7.8% higher.

Some of that growth is merclg a'return to normalcy after an abnormal pause in construction last summer when many
builders were waiting for a potential rate cut in the fall.

But the July surge“als o re pfésents a more fundamental divergence in the housing market: Apartment construction is l
steadily recovering while single-family construction declines. Construction of projects with five units or more is 18.1%
higher from the start'of the year.

‘More would-be home buyers are renting for longer, waiting for mortgage rates to fall and driving up demand for 'é"

apartment leases. That boost in rental demand, along with an expectation that national rent growth will rebound by year-
end, has helped multifamily developers secure financing for new projects.

“Ip’s not a fluke,” said Robert Dietz, chief economist at the National Association of Home Builders. “It goes back to that
same housing affordability story.”

Home-builder confidence, meanwhile, is hovering --around the lowest levels of the past decade. That reflects stubbornly
high interest rates and increasing,material costs due to President Trump’s tariffs. Since the start of the year, single- Xy,
family housing starts are down/4.276N N

Those high mortgage rates, along with high home prices, are also keeping many prospective buyers on the sidelines. In
turn, builders are struggling to sell an oversupply of single-family homes that piled up when interest rates were low and
construction was cheaper. As they slowly work through that supply glut, builders have pulled back on building more of
these homes.

Much of the new construction is concentrated in the Midwest, where housing costs are relatively affordable.

Despite the uptick in home construction last month, the outlook for builders through the rest of this year is murky. The
number of new building permits, a gauge of planned construction, was 5.7% lower in July than last year. Single- family
home permits were 7.9% lower last month compared with a year earlier and 1.8% lower for multifamily.




“That largely reflects sﬁll@conomic uncertainty,” said Moody’s economist Matthew Walsh.

N—
Roughly 60% of home builders say their suppliers have raised material costs because of Trump’s tariffs, according to
Dietz. Builders are also worried about immigrant deportations threatening their workforces, which rely heavily on Ak
foreign-born labor. & & %y
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