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Executive Summary: The US housing market is undergoing a reversal of fortune. The scorching hot
market conditions of six months ago have reversed, as 40% home appreciation over the past two
years plus soaring mortgage rates have priced homeownership beyond many Americans’ grasp. The
resultant greater demand for rental units has spurred high rent inflation. Additionally, the pool of
would-be homebuyers has shrunk, more deals are falling apart before closing, motivated sellers have
begun dropping listing prices, and builders are slashing prices. ... Today, we look at all things
housing, including how recent demographic and domestic migration trends have affected market
conditions and at how market conditions are affecting homebuilders.

US Housing I: From Boom To Caboom? The pandemic-induced housing boom is over.
Would-be homebuyers no longer are lining up out the door for open houses and jumping
into bidding wars within hours of first listing. In fact, one of the ugliest charts on the block
right now shows the index for traffic of prospective buyers of new homes. It has plunged
from 71 at the start of this year to 37 during July (Fig. 7). Just as ugly is the chart showing
the sharp declines so far this year in the Housing Market Index (for new homes) and the
Pending Home Sales Index (for existing homes) (Fig. 2).

Until recently, a shortage of housing inventory held back strong sales volume and caused
home prices to soar. Now inventory-to-sales ratios are rising, as declining affordability is
depressing sales volume from the demand side. Contracts are being canceled mid-deal
because buyers who hadn’t locked in their mortgage rates can’t afford the monthly
mortgage payments that are so much higher than they expected to pay when they first
started looking for a house. Buyers also are wary of purchasing a home that could now
depreciate in value. Sellers looking to get out while prices are still elevated and before
interest rates rise further have started lowering their listing prices.

Nevertheless, Melissa and | don’t expect a housing crash the likes of the Great Financial
Crisis (GFC) saw, even though national measures of home prices are likely to fall in coming
months. That's because demand for housing is likely to remain elevated due to the
demographic trends discussed below and because mortgage lending standards were tighter
in recent years than the historically lax standards that prevailed in the years before the
GFC. Consider the following:
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(1) Sales decrease as inventories increase. Total existing home sales (including single-
family homes and condominiums) plunged 21% since January to 5.1 million units (saar)
during June, the slowest pace since June 2020 (Fig. 3). New home sales peaked at 1.04
million units (saar) during August 2020 and fell 43% to 590,000 units in June of this year

(Fig. 4).

The recent weakness in sales largely reflects the surge in mortgage rates since the start of
the year combined with the jump in home prices since the end of the lockdown recession in
2020. The inventory-to-sales ratios of both existing and new homes are rising as sales fall.

During June, there were 1.26 million existing homes for sales, well below the record high of
4.04 million during July 2007 (Fig. 5). As a result of this year’s sales drop, the month’s
supply of existing homes on the market rose from a record low of 1.6 months during
January to 3.0 months during June. During the GFC, readings above 10 months were the
new abnormal.

A similar analysis shows that new homes for sale rose 16% from 394,000 units in January
to 457,000 units in June, the highest inventory of such housing since spring 2008 (Fig. 6).
The months’ supply rose from a record low of 3.3 months during August 2020 to 9.3 months
in June, the highest since May 2010.

(2) Pending deals come undone. Pending existing home sales data for June will be out this
morning. The National Association of Realtors’ (NAR) Pending Home Sales Index ticked up
in May but still was about as low as it was in March 2020, when the Covid lockdowns
started (Fig. 7).

The index tends to be a leading indicator for existing home sales. But a wave of
cancelations suggests that sales could be weaker than the index suggests. The share of
sales agreements on existing homes canceled in June was about 15% of all homes under
contract, according to a July 11 report from Redfin. That was the most deals undone since
early 2020, when the residential real estate market essentially froze during the lockdown.

(3) Rising rates & prices leaving buyers out in the cold. Mortgage applications for new
purchases fell dramatically by 25% ytd through July 15 (Fig. 8). Over the same period, the
30-year mortgage rate shot up from 3.30% to nearly 6.00%.

Remarkably, over the past 24 months through June, the median existing home price is up
42.1% (Fig. 9). Over the 24 months ending May, the median new home price was up 40.2%
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(Fig. 10). But yesterday, we learned that this price plunged 9.5% m/m during June. So the
median price increase over the past 24 months through June is now 18.0%.

Altogether, housing has become much less affordable in recent months. Through May, the
NAR’s Housing Affordability Index based on a 30-year fixed rate mortgage dropped to the
lowest seen since July 2006 (Fig. 117).

(4) Tighter lending standards. Fortunately, mortgage lending standards have been tightened
significantly since the GFC. During Q1-2022, the percent of mortgages delinquent by 90
days or more remained at a record low of 0.5% (Fig. 12). The similar delinquency rate for
home equity loans was 0.8%. Both were well below the delinquency rates on auto loans
(4.0%), student loans (4.7%), and credit cards (8.4%).

US Housing Il: Homebuilders Getting Squeezed. Q2’s real GDP will be released
tomorrow. According to the Atlanta Fed’s GDPNow tracking model, it is likely to show a
small decline of 1.6% (saar) led by a large 10.1% drop in residential investment, which is
highly correlated with both total housing starts and housing completions (Fig. 13 and Fig.
14). Consider the following:

(1) Starts mixed by type. Single-family housing starts can be volatile, but June’s 8.1% drop
to 982,000 units (saar) appeared to be a clear weakening of the post-pandemic uptrend in
homebuilders’ breaking ground (Fig. 15). Single-family permits, a leading indicator for starts,
fell 7.7% in June to 970,000 units (saar) (Fig. 16).

Multi-family starts and permits increased, however. Likely that reflects builders’ recognition
of the demand for more affordable units for purchase and for rent, as buyers are priced out
of the single-family market.

(2) Homebuilders’ margins at record high. While new home prices have risen significantly,
the increase isn'’t all going into homebuilders’ margins; much is going to the increased costs
of building materials and labor. Global supply-chain disruptions and shortages of building
materials along with generally rising prices in the US have led to higher costs to build.

The PPI for final demand in construction rose 19.2% y/y during June (Fig. 17).
Homebuilders have gotten a bit of a reprieve in the price of lumber but still may be working

to offset the skyrocketing cost of lumber that occurred just a few months ago.

Nevertheless, the forward profit margin of the S&P 500 Homebuilding industry has
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7w3q8_QV1-WJV7CgB61W6tcnbD22_hs0W7cWm306KCljKW3qP2bG8xRKy6W5mwd0l9lD0nDW8chh4B5MmKRfW3ylCVM91JR1VW3DVhyR65vmwdW5H8CW66rDCgcW5t_Gzv7vfmWkW27k1yc7zn-hpW5-hT788k1bHSW4PsHbk9f-zCcW2k8gV01KgLYCW7xDyZZ3HrTz6W8v9kHN1-D6gtW3G5hrq7VfcYgW509FVD12SXnmW8Ddr_T4y98kDW6PNgSS8XJZpBW3n_Lpc1qvCB8VpK0r46PsJ-0W2twCGC2lWDv23h-R1

increased significantly from 8.9% at the start of 2020, just before the pandemic, to a record
high of 15.1% recently (Fig. 18). However, both forward revenues and forward earnings
seem to have peaked in recent weeks. (See our S&P 500 Industry Briefing: Homebuilding.)
June’s drop in the median new home prices suggests that the industry’s profit margin may
be about to head south quickly.

US Housing llI: Millennials Forming Households. Leading up to the pandemic, the
number of households surged; then during the pandemic, it fell as many extended families
moved in together to share costs and commiserate during the lockdowns. Following the
pandemic, household growth again is on the rise, albeit more slowly than before (Fig. 19).

Prior to the pandemic, many Millennials started purchasing their first homes. But as
affordability has become a real challenge for many of them recently, the number of rental
households increased from Q3-2021 through Q1-2022, while the number of owner-occupier
ones decreased (Fig. 20). These developments are likely to boost multi-family housing
starts, while depressing single-family housing starts.

Harvard’s Joint Center for Housing’s recently released “The State of the Nation’s Housing
Report 2022” included an interesting section on demographics. Here are a couple of
excerpts from the report’s fact sheet:

(1) “Household growth has been strong during the pandemic, increasing by 3.2 million
between Q1 2020 and Q1 2022. This has been driven in part by the large millennial
generation aging into prime years of household formation. The peak of the millennial
generation (born 1985-2004) was age 31 in 2021. As a result, there were 46 million adults
aged 25-34 in 2021, a record-high number for the age group most likely to form
households.”

(2) “The aging of the baby boom generation is resulting in a meteoric rise in the number of
older adult households. The peak of the baby boom generation (born 1946—1964) was age
59 in 2021, and the oldest members of the generation were age 75. The number of
householders age 65 and over rose by 10.0 million from 2011 to 2021 and is projected to
rise by 1.1 million annually until 2028. This growth in older households will result in a more
pressing need for accessible and affordable housing as well as supportive services to meet
the changing needs of this demographic.”

US Housing IV: Urban Exodus. Many owner-occupier households have skirted the
housing affordability hurdle by moving to cheaper areas. The remote work trend, outlasting


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7w3q8_QV1-WJV7CgXnSW2MJ7-g1tL3Y0W61nb6m6glZBmW4J6T625CSnyPW5RbQ4Y8YxbDFW76N2bL7vzxxJW4RYLsX40nQDZW8111LQ6d54qyW3dNDwq6v2Mx5W4sM_D41pXb4cW4mDGLD56wGNRW7hHBqv5Dqy89W6w1hYw4d-dk2W6jk5qk8jPLq6W1wys5Z5cv1jQV3bs-B39g3jbW2VJs4L2jFMGVW8012zh2G5zymVYMx6j2Tg8Y0N37R5g3lxLLmW3dLbj21FqMfyW8LHXls7YS4tJW7J2rkV3nc4723lPk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7w3q8_QV1-WJV7CgNwBW5tS1Qt80Hj74W3_l4PJ1jXg8PW1bc9fh9hl8ZBW6f9J752HGb47W4qYXnt81xDVjW1P4pSM6Z2G8FW7dP-Gr53rztsW6MbxGM2yMHnHW7zvCDn2j28DSN9f0fCSR0N03N5PS1V7LvkQdW6Myxnc8trnDwVk4w2v5fWFQhW1VQ9XP3g4dPqW6Z7rYs9hqGlQW12l4T55zHQCSW1QvRHY8sYqflVqzqQ83drjW5W4X95Lc3BkrlRW2Tpk9L3bk5CQW4CTWxR7Wdp_zW8Nn9Y25KndZJ2fL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7w3q8_QV1-WJV7CgGd-W5C5p_m61rcB0W4LSGBF7QkLx3W3dq4HR8vGCWmW1Jqpkn6q6YVNW89NkTz6Mfh9hW50Qm5v4Cm4LkW8-BQt88Z56QXW3Jb_my1LtpPgW420pQ69jNc2qW5xLV_S1xl8vmW4gKZsZ3QP6JCW3j3xpX3GhpHrW8bVBLq8V8wy3N8w80y5zvFFGW2zpnQt3s3wShW4_J6_d988SWsW64kHV122HtB_W84VdCl4NgZ7vW1CkPsR2-3DVrN9l9XDTgQNdsW8j-J0-2bdgvrW12y9mb23G9NJ3bCd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7w3q8_QV1-WJV7CgTf3Vp7L4_2t4W_5W6L6YrL1TLP0SW3mFDvz4WMsM0W2cW-6-37ZbzzW1bGwyR7wVBLpW2G8_vJ67RD6PW3rRb7Z4dfLVDV97XDy2qHLkcW4LQ_1w3Wb7XgW1_tzcl8rQ9ddVmVnVf7SzbQKW2Zx3CF2kM6MxW86k7TV2p-ZsNN747TSVm2d9YW6rkddH9gF_ktW41ZK_G1YqJdRW9gz29W5P41sYW6Q2wvp8MGL8gW40WHDC2dKPkqW1_9MkD21DpjsW6wGsCV8T93QMW2QYhsJ37yNkY32lk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-8J3q90_V1-WJV7CgJpZW1wtyS1266hJQVgQgFF8c6R6bW7ggPfR4Fr9GbW3bDRSc8cVPFSW79Zf7W62TQs0W4M2tYN4XNPGkN65m436LGCrGW4Y1yqS9gJZ_pW7ZCk7k4NWY44W7WWmRS10vSRGW5129Yd1WBNw0W8L1MmJ7Wz-DhW8b8DQx8nJvpbW6fJ7kt7z1DwHMPF9TRpLHMPW8GzkwG1GKM3SW7yJrk64NLTKcW296Sd93kdQp8W130_8P1RqJHXW31wvbV2wWJDhW962yX_5J2ZcqW1FzH_x3xh_hZW8m9dT2678VsTN4jKX6j9l5KxW4NSrfS1c93yhVD5dGc2qbtjLW8vlB0x2Q8c4cW97DtYr8hQ28qW3N4S7p85YYWcW46fRtz17w1tw3dWZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-8J3q90_V1-WJV7CgJpZW1wtyS1266hJQVgQgFF8c6R6bW7ggPfR4Fr9GbW3bDRSc8cVPFSW79Zf7W62TQs0W4M2tYN4XNPGkN65m436LGCrGW4Y1yqS9gJZ_pW7ZCk7k4NWY44W7WWmRS10vSRGW5129Yd1WBNw0W8L1MmJ7Wz-DhW8b8DQx8nJvpbW6fJ7kt7z1DwHMPF9TRpLHMPW8GzkwG1GKM3SW7yJrk64NLTKcW296Sd93kdQp8W130_8P1RqJHXW31wvbV2wWJDhW962yX_5J2ZcqW1FzH_x3xh_hZW8m9dT2678VsTN4jKX6j9l5KxW4NSrfS1c93yhVD5dGc2qbtjLW8vlB0x2Q8c4cW97DtYr8hQ28qW3N4S7p85YYWcW46fRtz17w1tw3dWZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-6D5nKv5V3Zsc37CgN7rW3Btjfb1hrL79W2R6f3p7HBvLgW5L7hZS3_1v53W6ZHmz_214fW-W2hrQ2j21t17wW5dq5-34767c2W3Hv2gT3lGBvRN97YTpjmKFJyW63ZgBJ3gtwBPW1mnZNS8fF8ytW7TsQWQ1Gzq98W6GDf0C5PsJbnW8jXL4m6RmbjfN4l4SpfXwcFRW3MMKmZ6zx3y0W1MVpyq47FYKHW59K-v12Zll_zW7dH7573v0l0DW2SvXkc2FtjVgW5_hJf55Y1Q7HW8rB8X53gXzm7W3nj6-k6V3-RFW1L7fGZ6cSJPVN5w16fR-DXpTW6h0Pwb2hg_xxW2tkYyw8DNwx_W6dP4fP4GvdkyW1xhh7c5dHMQmW3ttHkt5qgVbvW3v0Qhp6nPpbVW67KPQ31HHwx4VVQSSc8CFPcr38gB1

the pandemic, has provided workers with the flexibility to live in more affordable areas as
well as save time and money on commutes. As a result, mass migration has occurred from
urban areas into more rural less expensive ones.

The Harvard housing report observed: “Though overall residential mobility continues to
decline, pre-pandemic trends in migration away from large urban areas continued during the
pandemic. In total, the core counties of large metro areas lost 1.2 million people to domestic
migration last year, while suburban counties of these large metros gained 428,000 people
from domestic moves. Counties in small- and medium-sized metros added a net total of
539,000 migrants, and rural nonmetropolitan counties gained 235,000 people from net
domestic migration last year—reversing a decade-long trend in net domestic outflows.”

Recently, one of our accounts asked a great question: Is the mass exodus out of the more
expensive areas reflected in the latest housing inflation data?

Our answer: Based on the following resources, population size by geographic location is
factored into the Consumer Price Index (CPI) for owner-occupied and tenant rent. However,
the sample size is constant for a period. The latest data reflect the 2018 geographic CPI
pricing areas (based on the 2010 Census population size). So, no, the CPI for rent would
not factor in the exodus from more expensive geographies to cheaper ones (by way of
weighting the cheaper ones more).

That means that if the geographies were reweighted against the population, it's possible
that the CPI would be lower. But keep in mind that the “cheaper” regions have experienced
rental increases following increased housing demand. Also, the fact that the Bureau of
Labor Statistics collects “existing” rent information (as opposed to the prices for new
listings) for the CPI makes it a lagging indicator, which more than likely means that CPI for
rent currently is vastly understated. (See BLS Handbook of Methods and this NBER working
paper by economist Larry Summers et al.)

Calendars

US: Wed: Durable Goods Orders Total, Core, Ex Defense, and Nondefense Capital Goods
Ex Autos -0.3%/0.3%/-0.5%/0.2%; Wholesale & Retail Inventories; Goods Trade Balance;
Pending Home Sales -1.5%; MBA Mortgage Applications; Crude QOil Inventories; Gasoline
Production; Fed Interest Rate Decision 2.50%; FOMC Statement. Thurs: Real GDP & GDP


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7w3q8_QV1-WJV7CgZm9W49R9399ln5wvW7W6lv85dg990VvJKPd5mYNFTW315tpK7TKrX0W2JkwQL7Hf_7TW4N2VzP3VMctnVvwgLX2ZKczfW3_N-_R6DtMv4W98111S6Tf1WFW1BQbFW45bKCmW5N9B8l54mHqHW4T5DmK97b7ppW4G8R1H7JjGPgW2KvkKy44y71cW1w38Vz1G-YnKW6whXzp142YMWW21wpBb5lFsgGTP51B75247FW8Cmt6S8wHXPjVhmPL31RFF8MN2MzygJy51xkW8P-qf561H7BK3hPP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-853q90pV1-WJV7CgCnFW4qn8QB3LVt7VW7b5rCY4xdK1DW3k6HZ92YqDV6W28KQdP5Ckr-JW6rK61R8glWM3W3mTnJk698-J5M6xRCqPzMYwW4JXc9J16N2vPN3WNP9mpr--VVLMyjW7fjtjDW81S-Zs4jDg1zW6ZrGSM21f8lsW6rtHrQ4N-rTFW8zRVfl85gsSCW33Lt_31v7zFdW7pwXcS8cQ1CZW99hYW52fzWb6VmzVS020sq1gVChsVY2vGbS3W1CDDh86Z1gg_W8mTdR_2g1cSxW84p0yr2wGwqBVnfBjw2QjWNwW6c10HQ2n4kLgW8L4MWp52Vf76W8w59h12pBMld3jRm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-853q90pV1-WJV7CgCnFW4qn8QB3LVt7VW7b5rCY4xdK1DW3k6HZ92YqDV6W28KQdP5Ckr-JW6rK61R8glWM3W3mTnJk698-J5M6xRCqPzMYwW4JXc9J16N2vPN3WNP9mpr--VVLMyjW7fjtjDW81S-Zs4jDg1zW6ZrGSM21f8lsW6rtHrQ4N-rTFW8zRVfl85gsSCW33Lt_31v7zFdW7pwXcS8cQ1CZW99hYW52fzWb6VmzVS020sq1gVChsVY2vGbS3W1CDDh86Z1gg_W8mTdR_2g1cSxW84p0yr2wGwqBVnfBjw2QjWNwW6c10HQ2n4kLgW8L4MWp52Vf76W8w59h12pBMld3jRm1

Price Deflator 0.5%/7.9%; Core PCED 4.4%; Initial & Continuous Jobless Claims
253k/1.375m; Kansas City Manufacturing Index; Natural Gas Storage. (Bloomberg
estimates)

Global: Wed: Germany Gfk Consumer Climate -29; France Consumer Confidence 80; Italy
Consumer & Business Confidence 96/108; Japan Leading & Coincident Indicators. Thurs:
Eurozone Economic Sentiment 102.0; Germany CPI 0.6%m/m/7.4%yly; France PPI; Spain
Retail Sales 1.3%; Spain Unemployment Rate 13.0%; Japan Industrial Production 3.7%;
Japan Retail Sales 2.8% yly; Japan Unemployment Rate 2.5%. (Bloomberg estimates)

Strategy Indicators

S&P 500 Q2 Earnings Season Monitor (/ink): With nearly 27% of S&P 500 companies
finished reporting revenues and earnings for Q2-2021, the revenue and earnings surprises
are well below their recent trends. Revenues are beating the consensus forecast by 1.6%,
and earnings have exceeded estimates by 4.5%. At the same point during the Q1 season,
revenues were 2.5% above forecast and earnings beat by 9.5%. For the 134 companies
that have reported Q2 earnings through mid-day Tuesday, the aggregate y/y revenue and
earnings growth rates has slowed from their readings from Q2-2021 to Q1-2022.
Collectively, they have a y/y revenue gain of 8.0% and an earnings decline of 2.6%. Just
70% of the Q2 reporters so far has reported a positive revenue surprise, and 76% have
beaten earnings forecasts. Markedly fewer companies have reported positive y/y earnings
growth in Q2 (58%) than positive y/y revenue growth (81%). These figures are bound to
change as more Q2-2022 results are reported in the coming weeks. While we expect yly
growth rates to remain positive in Q2, we think revenue and earnings surprises will
moderate g/q due to the slowing economy, rising inventories, and higher costs.

US Economic Indicators

New Home Sales (/ink): New home sales (counted at the signing of a contract) in June
resumed their decline after a surprise to the upside during May. Sales contracted for the
fifth time this year, tumbling 8.1% in June and 29.7% ytd to 590,000 units (saar)—the lowest
since April 2020. Of the 590,000 homes sold in June, only 155,000 units were completed,
while 184,000 units were not yet started and 251,000 units were under construction.


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7cmby0_VkNgLm7CgVDJW4NGQQV4wts42N6pRn6FT79vcW4lRbwP4MRnGtW14yc7s3gMF8RW2-m3vJ3_B128W89d4YT4fg2c2W3jD1Bl204CfPW30VWkB1sd91PVhYWsL2w-DDxW6GWq4f57qCfhW5mdgyf1xv7qtW1TSHNs8flCz7W6v-jJf3SRGH_W8144-W1r4hWcW85Z90B5Jzsy8M69JXkD5Z0PVr07YN5xThjRW3RyP5r8bkGvZW5Qcjp94-c5r9W3HgSrb7-2nCcW2x0nJS3fDfYwW2TvpDW4jCXH7W2kS88t6Bv2dKW4t2Vw93yfG_DW7LLS8P4NjLdPW7CnT5P1-GdwFW42B6FT2xP3BpVYN_DQ2XPyc5W8NxMc_3Xs3dPW28LH2h8qgNKyVYfCcp7ptCqJW2d4pT51wSw6MW1xWmwq6V72CpW8WQTJM28spy2W5tS4lF2JdM0bW1sXxrB3KdGlRW544mSS8BdML7W3J0Fvr8QWQNbW3-BFj16wc86mW8Yt0sY64M4PlN88JlgWNh6cCN7wp04LJHQwkW8xXTMP69PHvxW7zMGl84Mlg4kW98krH688kQ_4W5K8wf01PTRZCW23FRHq2VNgzHF2GrLzkjwfYW8T4pBK9j6pXWN4jHPJ8q6DkYN97m5ZZ1C8Y-W5lXlgW4TWXWXW1D5vHn8vtxXlVYnyz71vlWl2W84phdv4Dgn8nV6bnS95M2J5tW96_Kpn5qD0WzW7yycRP2BFRXHW4ZhqlT2RpTNYN5HY5PLv3dqDN2CdNpH__YjXVg02HK37jj1jN6dzn42f3mqmW8jcNYr2C_3L1W2bFnBl16PzGcW3cy9P93CXVrQVscTrP6pfTfGW8wY9YH3h0P6qW7nvKCZ4-bLqmW46dN844p094BW7gSjSn8538PSN8Bt6Yc8Ryt0W25jJWM1Xnx0JW70027c5rkdmsN7ybNm2H2FS3W614Yh77znshKW1YzC9L1Nm-WnW7VlyJT8ppw25W6JHyB_5L99P-W7bfk3h2nNjN9W46l0dY3MbbLZW79Z1ZX1vvD0TW8dqtsX99gsgWW6X5fVV8S87hqN3yKDndrvWdqN6ty20RzrJrdW9gVNC742wWb-W2rHFKB2S586dW4VH1PH71qDD1W3XhPXN2NnyWnW7GHXV57FMG2jW1ymw7n2k2S0mW9hcD2Q8vbXPmW1ymKqR63XTqcW1HPR544Zbc_8W2mt0vR861f4FN7B5bsx_QgJ4W263kBm861drqVRD47H1z2D30W37NRGT81KfKkW27J5Ft6hSQKVW6n5z1F88_7fkW8g6cXR8BpHwyMktJHgSWgf6Vz5j0g7FlbD6W15bxM94xr8QfW5jjQjb5LpRY2W50Zpc28FvzD2W4gH_gL6tJHsxN8_7Fh2TPFrPW2kdz135bm8ymW7bHGsx7BrfGsW4cTLss4HP7JFW1Jx5CQ4dh0mFVyqtM566t6DJW4H0ZZ15Sn05QN21cxm9xG1VsVSZjKP6c4wvvW2PzRp970nvwnW2WCVrT265wv1W7mS-1V1gNmhrW7bjL1_7sk19gW8QL5FR8vxdJFN1K47-nmJyHtW5Bbb9-8Y5m3-W9f6xLW2nhB0KN3rGyyTZxx07VMLshP5CVD03W4KwMJw14wnwcVf9j1s6xCYt4VPwhDC5kcCBfW3Z1vj793bGM8W7vqxjs6lyBRBW3zGDN87vDJRLW1wMPW132zXTzW85j6bk3WNNVmW3D72xW7B645JW5mKbpJ1G5hQcW84N7QM4GBxpyW88fl2Q4d81Z3W2Y3Pn422PnC2W4X9pxC9knSBgW9cyRvf35B5_7W8Hbvys2v8-6kVbSydW979XDSMmxH6cxmsbgW35JLY_9fGzK1W4R1_z92Pl_tf39HK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1-jx4Dt7M_W6vw-qZ96ScPPW2F3lfm4M-6QWN3Bm-7w3q8_QV1-WJV7CgTynW1LRV8R31q1l0W7-33CW1sr8HFV99H8x5lXYR-MyG2nJHyb07VKqPbx3Kpt8vW2WRt0W173HdDW5MJD1y4-pfsyN6LRJt8GZz_BW76XYwB4HJP9SW6sLv_41R5t26V_VF8Y2L6cXZW8TrFKj6GLP7ZW2hBx1W5sz2P-W5dzK-V5bJb3RW8zJ5qV13nwv1W1H6Zj52SqqJ5W8NTsQ_7f9mjcW5jR0405B-xpDW3LCtkp2McqPNW5zV6sD5MDCFPW7_Y6QY66b_rDW94ybW02j1XRY39hq1

Meanwhile, there were 457,000 units for sale at the end of June (the most since spring
2008), with only 41,000 units completed and 110,000 units not started; 306,000 units were
under construction. At the current sales pace, it would take 9.3 months to run through the
supply of new homes—the highest since May 2010. Meanwhile, homebuilders’ confidence
is plummeting, dropping a near-record 12 points in July and 28 points ytd to 55—the lowest
since May 2020. July’s 12-point drop is the biggest on record excluding April 2020’s Covid-
related 42-point plunge. All components were hit hard this month, with current sales (-12
points to 64), future sales (-11 to 50) and traffic of prospective buyers (-11 to 37) all posting
double-digit declines, to their lowest readings since June 2020 for current sales and since
May 2020 for the future sales and traffic components.

Consumer Confidence (l/ink): Consumer confidence in July sank to its lowest level since
February 2021, with the present situation component accounting for virtually all of this
month’s decline. The Consumer Confidence Index dropped for the second successive
month and the fifth time this year, to 95.7 in July, down 12.9 points the over past three
months and 19.5 points ytd. The index’s expectations component declined for the sixth time
this year, plunging 30.1 points ytd to 65.3—the lowest level since March 2013—though was
little changed this month. The report notes recession risks persist, with July’s reading well
below 80.0. Meanwhile, the present situation component, which had been in a relative flat
trend, has dropped 12.5 points the past four months to a 15-month low of 141.3—with
roughly half the decline occurring this month. “Concerns about inflation—rising gas and food
prices, in particular—continued to weigh on consumers,” according to the report. In July,
consumers’ appraisal of current business conditions were less favorable, with the
percentage of consumers saying business conditions are good (to 17.0% from 19.5%)
falling and the percentage saying conditions are bad (24.0% from 22.8%) rising.
Consumers’ assessment of the labor market also deteriorated, with the percentage saying
jobs are plentiful (50.1 from 51.5) down and the percentage saying jobs are hard to get
(12.3 from 11.6) up—with the former the lowest in over a year. Meanwhile, consumers were
mixed about the outlook for short-term business conditions, with the percentage expecting
them to improve (14.0 from 14.6) and worsen (27.2 from 29.7) both moved lower. The
pattern was the same for the short-term labor market, with the percentage expecting more
jobs to be available (15.7 from 15.9) moving slightly lower, as did the percentage
anticipating fewer jobs (21.4% from 22.2%). Meanwhile, consumers were pessimistic about
their short-term financial prospects, as those expecting incomes to increase (14.7 from
16.1) fell while the percentage expecting incomes to decrease (15.7 from 15.3) edged
higher. Lynn Franco, senior director of economic indicators at The Conference Board,
noted: “Looking ahead, inflation and additional rate hikes are likely to continue posing
strong headwinds for consumer spending and economic growth over the next six months.”
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Regional M-PMls (link): Four Fed districts (New York, Philadelphia, Dallas, and Richmond)
now have reported on manufacturing activity for July and show the manufacturing sector fell
deeper into contractionary territory. The composite index improved a bit, though remained in
negative territory for the third month, climbing to -6.0 in July after falling from 12.6 in April to
-7.8 in June. Activity in the New York (to 11.1 from -1.2) region swung from negative to
positive this month, while the Richmond (0.0 from -9.0) region returned to the break-even
level after contracting for two months. Meanwhile, activity in both the Philadelphia (-12.3
from -3.3) and Dallas (-22.6 from -17.7) factories dropped further into contractionary
territory. Orders (-9.5 from -8.6) this month contracted at a sharper rate as billings in the
Philadelphia (to -24.8 from -12.4) region contracted at double June’s rate, while Dallas’ (-9.2
from -7.3) were slightly more negative. Meanwhile, orders growth in the Richmond (-10.0
from -20.0) area fell at half June’s pace, while New York’s (6.2 from 5.3) held at a steady
pace. Employment (15.8 from 19.6) slowed a bit but continued its strong readings, with a
solid pace of hirings by factories in the Philadelphia (19.4 from 28.1), New York (18.0 from
19.0), and Dallas (17.9 from 15.2) regions, while Richmond (8.0 from 16.0) hired at half last
month’s pace.

Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for July from the New York, Philadelphia, Richmond, and Dallas regions, and
all are showing a noticeable easing of inflationary pressures. (Note: The New York,
Philadelphia, and Dallas measures are diffusion indexes, while Richmond’s measures are
average annualized inflation rates—which we multiply by 10 for easier comparison to the
other regional measures.) The prices-paid measure in the New York region slowed to 64.3,
the lowest since last February, down from April’s record-high 86.4, while Philadelphia’s
gauge eased for the third month to an 18-month low of 52.2 from April’s cyclical high of
84.6—which wasn’t far from its record high of 91.1 in the mid-1970s. Dallas saw its prices-
paid measure sink to a 20-month low of 38.4 this month, slowing sharply from November’s
record-high 83.3. Prices-paid in the Richmond region eased for the second month to 124.9
from May’s record-high 150.1. Turning to prices-received, New York’s measure eased for
the fourth month this month, from a record-high 56.1 in March to a 16-month low of 31.3,
while Philadelphia’s is at 30.3, down from October’s cyclical high of 62.9. Dallas’ eased to a
17-month low of 29.3 from its record-high 50.9 in October. Meanwhile, Richmond’s eased to
89.2 from last month’s record high of 103.1.
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