
March Housing Starts: Multi-Family Turns While Single Family Churns 
› Total housing starts fell to an annualized rate of 1.089 million units; total housing permits fell to an annualized rate of 1.086 million units. 
› Single family starts fell to 764,000 units while single family permits fell to 727,000 units (annualized rates). 
› Multi-family starts fell to 325,000 units and multi-family permits fell to 359,000 units (annualized rates). 

 
Total housing starts fell to an annualized rate of 1.089 units in March, 
well below the consensus estimate of 1.168 million and below our call 
for 1.157 units. Total housing permits also came in below expectations, 
with an annual rate of 1.086 million units. Headline numbers for both 
starts and permits were down for the single and multi-family segments. 
But, if there is one data series that best illustrates our point about the 
importance of analyzing the underlying trends if you want to know the 
real story it is the data on new residential construction. Those trends are 
telling us that the single family segment of the market continues to 
trudge along a path of steady improvement but the multi-family 
segment seems to have topped out, at least in terms of permits and 
starts, while multi-family completions have some catching up to do yet. 
 
Single family starts “fell” to an annualized rate of 764,000 units, which 
is actually a healthy number unless of course one compares it to The 
841,000 units pace reported for February. As we put it in our weekly 
Economic Preview, however, we did not for a moment believe that 
February number (the initial estimate was 822,000 units) as we saw it as 
nothing more than seasonal adjustment noise. A warmer than normal 
winter pulled construction activity forward, as is evident to anyone 
taking the trouble to look at the raw, i.e., not seasonally adjusted, data. 
Rather than the month-to-month declines typically seen in January and 
February, this year saw single family starts flat in January and up 15.1 
percent in February. As we noted, with construction having been pulled 
forward, what would be far less headline friendly seasonal adjustment 
factors for March pointed to a sizeable decline in the headline single 
family starts number. Our forecast was for 768,000 single family starts, 
pretty much in line with the actual pace of 764,000 units. And, as we 
always note, the relevant metric is the 12-month moving sum of the raw 
data; on this basis there were 746,000 single family starts over the past 
12 months, the highest total since July 2008. 
 
Where we went wrong on our March call was the multi-family segment. 
While the same seasonal effects evident in the single family data were 

also present in the multi-family data, we noted in our Preview that over 
the past several months we have been somewhat puzzled by the extent 
to which multi-family starts were lagging behind multi-family permits. 
We have been waiting for some payback on the starts side, and had built 
some into our call on March multi-family starts, which did not prove to 
be the case. Unadjusted multi-family starts were up 3.2 percent in 
March, a much smaller gain for the month than is typical and, again, the 
less friendly seasonal adjustment factor turned that into a 7.9 percent 
decline in the adjusted annualized number. And, as it turns out, we may 
be waiting for a while for that payback, as multi-family permits were 
down on both an adjusted and unadjusted basis.  
 
Over the past 12 months there were 397,300 multi-family starts based 
on the raw data, this is down slightly from 398,400 units over the 12 
months ending in February, but over the past four months the average 
has been right at 397,000 units. Our view is that the multi-family 
segment has basically topped out – to be sure, we don’t rule out a one-
off spike in multi-family starts given the still wide disparity between 
permits and starts (over the 12 months ending in March there had been 
481,700 multi-family units permitted). But, even allowing for that we 
think the trend in both permits and starts in the multi-family segment 
will be downward sloping. This doesn’t mean we expect the bottom to 
completely fall out of the multi-family segment – we do not. But, we 
have for some time been noting the unusually long lag between starts 
and completions of multi-family units, and the reality is there is still a 
sizeable backlog of multi-family units under construction. March was 
the 11th consecutive month with over 500,000 multi-family units in 
structures with five or more units under construction, and one has to go 
all the way back to the 1970s to find a streak that long. 
 
It will take some time to clear the considerable backlog of multi-family 
construction, hence our expectation of permits and starts drifting lower. 
At the same time, however, we look for further steady increases in 
single family construction, which has a bigger economic impact.               
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