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Housing Starts
January housing starts plunged 14.3%, to 1.408 
million (SAAR). Single-family starts were down 
11.2% to 1.108 million (SAAR), while the more 
volatile multi-family sector was down a whopping 
24%. Permits, a good indicator of what may happen 
in the next two to three months, were down a more 
modest 2.8%.  

Analysis & Outlook: The market is still “adjusting” 
to the inventory overhang—still large by historical 
standards. New homes for sale in December totaled 
537,000, a 5.9-month supply, while there were 3.5 
million existing homes for sale (single-family plus 
condos), a 6.5-month supply. Builders will have to 
keep cutting back on starts to bring inventories in line 
while existing home owners will have to accept lower 
prices if they expect to sell their homes. Economic con-
vention tells us that lower housing prices will follow, 
which in turn will increase demand from “conventional 
buyers,” paving the way for the recovery. The National 
Association of Realtors (NAR) recently reported that 
the national median existing single-family home price 
was $219,300 in the 4th qtr, down 2.7% from a year 
earlier when the median price was $225,300. Median 
new home prices in December were $235,000, down 
1.2% from the median price one year ago. 

The other part of the “affordability” equation is incomes 
and mortgage rates, both of which are in good shape. 
Mortgages remain at 6.3% for the fixed rate, while 
incomes are still growing faster than inflation. The 
good news is that the economy seems to be shrugging 
off the housing correction and the modest slowdown in 
manufacturing. The Fed remains concerned with infla-
tion due to the strong job market and consumer spend-
ing. As consumer spending remains healthy, housing 
prices recede a bit, and mortgage rates remain “attrac-
tive,” the recovery in housing should probably starting 
later this year or in early 2008. One bit of bad news is 
the tightening of credit by the lending institutions as 
they attempt to control an increase in defaulting loans. 
The “junk” mortgage originators are being pressured 
by the big banks and Wall Street to buy back defaulting 
loans. This will result in insolvency for some of these 
companies, which could impact mortgage supply (The 
Dismal Scientist, 2/16).  SBC
This housing starts report is provided to SBC on a monthly 
basis by SBC Economic Environment columnist Al Schuler. 
Visit www.sbcmag.info for more economic news.
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Housing Market Index 2006-07 (HMI)
The HMI is a weighted, seasonally adjusted statistic derived from ratings for present single family sales, single family sales 

in the next 6 months and buyers traffic. The first two components are measured on a scale of "good" "fair," and "poor," 
and the last one is measured on a scale of "high," "average" and "low." A rating of 50 indicates that the number 

of positive or good responses received from the builders is about the same as the number of negative or poor responses. 
Ratings higher than 50 indicate more positive or good responses.
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Builders Embrace Green Building To Save Energy, 
Conserve Resources 
  On February 12, Alaska home builder Jack Hebert told Congress that the housing industry 

is committed to implementing green building techniques that reduce energy consumption in 
both new and existing homes, improve indoor and outdoor air quality and conserve water and 
natural resources. “Energy efficiency is the primary focus for many builders and home buy-
ers,” Hebert, president and CEO of Cold Climate Research Center based in Fairbanks, Alaska, 
told members of the Senate Subcommittee on Energy.

  Hebert, who serves as a National Representative of the National Association of Home Builders 
(NAHB), said that the nation’s home builders support green building and energy efficiency 
legislation that is voluntary, market-driven and cost-effective for builders and consumers.”

  Recognizing that approaches to green building need to distinguish among the regional differ-
ences around the U.S., NAHB in 2005 launched its Model Green Home Building Guidelines 
as an alternative to green building mandates. The guidelines were developed with input from 
more than 60 industry stakeholders—including builders, researchers, manufacturers, envi-
ronmentalists and government agencies. “The guidelines embody the flexibility that builders 
need to achieve efficiency and conservation goals without meeting costly national or statewide 
mandates,” said Hebert.

  Local adoption of the guidelines allows builders to better address regional and local environ-
mental concerns, to assess life-cycle costs based on local building codes and climate zones, 
and to encourage innovation to meet higher and broader energy efficiency objectives.

  Stating that the U.S. Green Building Council’s Leadership in Energy Efficient Design certification 
pilot program for single-family homes (LEED-H) would have a drastic effect on the affordability 
of housing, Hebert noted that this program is “costly, requires many unnecessary mandatory 
provisions, offers little flexibility and contains extensive implementation fees that could cost a 
builder, and ultimately the home buyer, from $12,000 to $15,000 extra per home.”

  NAHB has submitted its guidelines to the American National Standards Institute’s develop-
ment process, with the goal of offering local jurisdictions an “off-the-shelf” green building 
program that is consensus-based and truly green, but flexible. Extending and expanding the 
tax incentives in the Energy Policy Act of 2005 would also help encourage energy efficiency 
in housing, he said. [Source: www.nahb.org, 2/12/07]

Builder Confidence on the Rise in February 
  Builder confidence continued to rise in February, according to the National Association of 

Home Builders/Wells Fargo Housing Market Index (HMI), released February 15. The HMI 
increased from 35 in January to 40 in February, up from a low of 30 last September and the 
highest level since June of 2006.

“Builders are still cautious as they continue to manage their inventory, but their assessments of 
the demand side of the single-family market are improving,” said NAHB President Brian Catalde, 
a home builder from Playa del Rey, Calif. “Every component of the February HMI—present home 
sales, sales expectations for the next six months and buyer traffic—showed a significant positive 
uptick in February.”

“The HMI results are consistent with Federal Reserve Chairman Ben Bernanke’s assessment to 
Congress this week that there are signs of stabilization on the demand side of the housing mar-
ket,” said NAHB Chief Economist David Seiders.

Lower energy prices, favorable mortgage rates and solid growth in employment and household 
income have all contributed to the recent stabilization of home buyer demand, Seiders added. “In 
addition, builders continue to offer substantial sales incentives to move their product and limit 
cancellations, which has helped to firm up buyer demand.”

“Builders are becoming increasingly convinced that the abrupt downslide in home sales is in 
their rear view mirrors and they see better times as they look at the road ahead,” said Seiders. 
[Source: www.nahb.org, 2/15/07]

Homebuilding Trends for the New Year
  A survey of 923 real estate agents, brokers and industry executives conducted by Mark Nash, 

author of Real Estate A-Z for Buying and Selling a Home, revealed the following five up-and-
coming trends in homebuilding and remodeling.

 •  Upscale Garages: Garages are no longer the messy storage space that they once were; 
they are increasingly becoming extensions and showplaces of the home. “Today’s owners 
want [garages] decked out with cabinet and storage systems, matching refrigerators, air 
conditioning and residential looking flooring,” said Nash.

 •  Caving: People are wanting more personal space where they can spend time alone, and 
according to Nash a cave is “a personal, dedicated space for one person in a household to go 
and work on projects, or simply ‘chill,’” making it the perfect option.

 •  Rejuvenation Rooms: These rooms are made for it all…exercising, meditating, yoga, 
relaxation in saunas and fancy steam showers. “This is kind of a new age, serenity room 
where you do these quiet exercise things and then jump in the spa,” said Nash.

 •  Heated Patios: Heated patios, walkways and driveways are a great way to reduce the hassle 
of shoveling snow. And according to Nash, the warmth radiating off these outdoor surfaces 
can also “add a couple of weeks of outdoor enjoyment in the spring and fall.” 

 •  Snoring Rooms: Instead of condemning snorers to a life on the couch, snoring rooms are 
allowing noisy sleepers to enjoy the comforts of their own bed in a separate quarter of the 
master suite.

  The following trends are on the way out, says Nash: Spiral Staircases, Bamboo Floors, and 
Hardwood Laminate Flooring. [Source: CNNMoney.com] 

California Cracks Down on Jobsite Theft
  A nonprofit group called the Construction Industry Crime Prevention Program of Central 

California is cracking down on jobsite theft. It covers a ten-county region in California, and 
offers rewards of up to $1,000 for information leading to arrest, restitution or recovery for thefts 
and vandalism of tools, equipment or property from construction sites. The organization also 
provides resources for crime prevention such as a hotline, help in marking equipment, tips on 
security, and a guide to finding and recording the serial numbers on equipment. George Brown, 
executive director of the program, said, “People need to realize that the market is not the only 
thing driving up prices for houses; theft and vandalism play a big part.”

  Thefts from construction sites nationwide are estimated to approach nearly $1 billion a year, 
with 1,186 pieces of equipment reported stolen last year in California alone. Earl Gunnerson 
of the Southern California region of the Construction Crime Prevention Program, believes the 
amount of equipment stolen in 2006 is close to twice the amount of that reported. He also says 
that California, Texas and Florida top the list for construction site theft in the country. [Source: 
HousingZone.com by Dennis Pollock, The Fresno Bee] SBC
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Dear Reader:
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The mission of Structural Building Components Magazine (SBC) is to increase the knowledge of
andto promote the common interests of those engaged in manufacturing and distributing of struc-
turalbuilding components to ensure growth and continuity, and to be the information conduit by
stayingabreast of leading-edge issues. SBC will take a leadership role on behalf of the component
industryin disseminating technical and marketplace information, and will maintain advisory commit-
tees consisting of the most knowledgeable professionals in the industry. The opinions expressed in
SBC are those of the authors and those quoted solely, and are not necessarily the opinions of any 
affiliated association (WTCA) .
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