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T
he decline in the
housing market that
began in the spring of

2006 and continued into the
year’s final quarter was
showing signs of bottoming
out as the year drew to a
close. The market is more or
less expected to stabilize
during the first half of this
new year, before beginning
a long, slow road back to
healthier levels.

The current consensus is
that the volume of building
permits being issued for
new residential construction
will bottom out by the sec-
ond quarter of this year and

that housing starts will begin
to show some month-to-
month recovery by the third
quarter of 2007. It’s likely
that total starts this year will
still be 5 to 10 percent lower
than the final total for 2006,
which itself was more than
10 percent below the elevat-
ed level of 2005. This means
the actual volume of new
home construction won’t
approach the record levels
of 2004 and 2005 again un-
til 2009 at the earliest.

The damage that has
been done to the market in
the short- and medium-
term shouldn’t be underes-

timated — but the magni-
tude and duration of the
market “correction” has
turned out to be relatively
modest and controlled in
comparison to the much
more severe declines weath-
ered in 1981-1982, 1990-
1991, and in 1995. Even
with last year’s double-digit
drop, total housing starts
during 2006 still managed
to reach their fourth-highest
level of the past 20 years.

Total nationwide housing
starts through the first 10
months of 2006 were 11.1
percent below the January
to October 2005 total. Starts

of single-family homes were
off 12.5 percent, while starts
of units in multifamily
buildings held up relatively
better, declining by a modest
4.1 percent during the first
10 months of 2006. Region-
ally, total starts in the Mid-
west had declined the most
(19.1 percent) and in the
South the least (6.1 percent)
through October 2006.

Sales of new single-family
homes in the United States
fell at an even-steeper rate
than starts, which con-
tributed to a similarly steep
decline in the number of
new permits being issued
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Housing Market ‘Correction’ Has Nearly Run Its Course 

FORECASTS

The nation’s overall Gross Domestic Prod-
uct (GDP) grew at an annualized rate of
2.2 percent during the third quarter of
2006, but the residential investment com-
ponent declined for the fourth consecutive
quarter.
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Home Sales and Building Permits by State
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Metro Area Job Growth
(Unemployment Rate)

NEW ENGLAND
Boston, MA 0.7% 4.0%
Providence, RI 0.3% 4.5%
Hartford, CT 1.1% 3.9%
Stamford-Norwalk, CT 0.6% 3.4%

MID-ATLANTIC
Camden, NJ 1.7% 4.0%
Newark, NJ 0.0% 4.1%
Edison, NJ 0.9% 3.6%
Nassau-Suffolk, NY 0.2% 3.3%
New York, NY 0.9% 4.0%
Allentown-Bethlehem, PA 1.7% 3.8%
Philadelphia, PA 0.8% 4.2%
Pittsburgh, PA 0.5% 3.9%
Harrisburg-Lebanon, PA 1.9% 3.3%

SOUTH ATLANTIC
Wilmington, DE 1.9% 3.8%
Baltimore, MD 0.8% 3.9%
Washington, DC 2.2% 2.9%
Richmond, VA 1.0% 2.8%
Norfolk, VA 1.5% 3.3%
Raleigh-Cary, NC 4.4% 3.3%
Charlotte, NC 1.5% 4.5%
Greensboro-High Point, NC -0.4% 4.6%
Charleston, SC 2.8% 5.5%
Greenville, SC 0.7% 5.9%
Atlanta, GA 2.1% 4.5%
Daytona Beach, FL 3.3% 2.9%
Jacksonville, FL 1.9% 3.1%
Orlando, FL 3.5% 2.8%
West Palm Beach, FL 3.2% 3.2%
Palm Bay-Melbourne, FL 1.8% 3.1%
Ft. Lauderdale, FL 2.6% 2.8%
Sarasota, FL 4.0% 2.6%
Lakeland, FL 3.0% 3.4%
Tampa-St. Petersburg, FL 2.1% 3.0%
Miami, FL 0.8% 4.2%

SOUTH CENTRAL
Nashville, TN 2.4% 3.5%
Memphis, TN 0.8% 5.0%
Louisville, KY 0.4% 5.3%
Birmingham, AL 1.0% 2.9%
Mobile, AL 2.4% 3.3%
Jackson, MS 2.4% 5.2%

NORTH CENTRAL
Milwaukee, WI 1.0% 4.5%
Madison, WI 2.2% 2.9%
Ann Arbor, MI -0.4% 4.1%
Detroit, MI -1.3% 6.7%
Grand Rapids, MI -0.1% 5.3%
Cincinnati, OH 0.9% 4.4%
Columbus, OH 0.5% 4.2%
Cleveland, OH -0.1% 4.5%
Indianapolis, IN 0.4% 4.1%
Chicago, IL 1.1% 3.6%

Metro Area Job Growth
(Unemployment Rate)

NORTHERN PLAINS
Minneapolis, MN 2.1% 3.3%
Des Moines, IA 1.5% 2.9%
Wichita, KS 1.8% 4.4%
Omaha, NE 1.3% 2.9%
St. Louis, MO 0.2% 4.9%
Kansas City, MO 0.5% 5.3%

SOUTHERN PLAINS
Little Rock, AR 1.9% 3.9%
Fayetteville, AR 3.6% 2.8%
New Orleans, LA 12.6% 4.8%
Baton Rouge, LA 3.4% 3.6%
Oklahoma City, OK 1.7% 3.5%
Tulsa, OK 1.8% 3.5%
Austin, TX 2.6% 3.7%
Dallas, TX 2.6% 4.5%
Ft. Worth, TX 1.8% 4.5%
Houston, TX 3.1% 4.5%
San Antonio, TX 2.0% 4.4%
El Paso, TX 1.7% 6.8%
McAllen-Edinburg, TX 4.6% 6.3%

MOUNTAIN
Denver, CO 1.7% 4.2%
Colorado Springs, CO 1.8% 4.5%
Boise, ID 4.9% 2.3%
Salt Lake City, UT 4.4% 2.4%
Albuquerque, NM 3.1% 4.0%
Las Vegas, NV 4.8% 4.0%
Reno, NV 3.9% 3.6%
Phoenix, AZ 5.2% 3.4%
Tucson, AZ 5.7% 3.9%

PACIFIC
Anchorage, AK 2.3% 4.8%
Seattle, WA 2.9% 3.9%
Tacoma, WA 2.9% 4.6%
Portland, OR 2.3% 4.4%
Honolulu, HI 2.0% 1.9%
Bakersfield, CA 2.6% 6.1%
Fresno, CA 0.1% 6.9%
Sacramento, CA 1.8% 3.9%
Modesto, CA 0.1% 6.3%
Stockton, CA 1.6% 6.0%
Los Angeles-Long Beach, CA 0.9% 4.2%
Orange County, CA 1.0% 3.1%
Santa Barbara, CA 0.6% 3.4%
Riverside-San Bernardino, CA2.3% 4.4%
San Diego, CA 1.3% 3.6%
San Francisco-San Mateo, CA1.8% 3.5%
Oakland, CA 1.6% 3.9%
San Jose, CA 1.0% 4.2%

Source:  U.S. Department of Labor, Bureau
of Labor Statistics

Year-to-date job-growth trends vs. last year, and current unemployment rate (not seasonal-
ly adjusted) for U.S. metropolitan areas, through October 2006.

Employment nationwide increased by 1.4 percent between October 2005 and October
2006, while the national unemployment rate (not seasonally adjusted) this past October
stood at 4.1 percent.

Over-the-year employment gains were 4 percent or better in nine major metropolitan ar-
eas, while 28 areas recorded October-to-October growth of less than 1 percent.

New Orleans recorded the largest percentage growth (+12.6 percent) over this 12-
month-period — good news of a sort, but tempered by the fact that the city’s labor mar-
ket during October 2005 was barely functional. Less anomalous was the steady and solid
job expansion in evidence in Tucson, Phoenix, Boise, Las Vegas, and Salt Lake City. Three
metro areas in the South region — Raleigh, Sarasota, and McAllen-Edinburg, recorded
similarly strong over-the-year employment gains.

Three metro areas placed among the top 10 nationwide both in over-the-year job
growth and in low unemployment: Boise, Salt Lake City, and Sarasota, Fla.

Employment Trends by Metro Area
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The aggregate value of construction work
completed in the United States during the
first 10 months of 2006 was about 6 per-
cent greater than during January-October
2005. Non-residential building and infra-
structure expansion will keep overall
spending trends solidly positive during the
next two years.
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The highways/bridge/tunnel sector grew
at about 15 percent over the first 10
months of the year. Spending is poised to
move solidly higher again during 2007-08,
although matching funding from states
and municipalities may be under pressure
due to the economic slowdown.

nationwide for future con-
struction. Through the first
10 months of 2006, sales of
new single-family homes
were running 17.9 percent
below the level for the com-
parable period of 2005. The
2006 housing market correc-
tion wasn’t confined to the
new construction segment;
sales of existing homes were
11.5 percent lower in Octo-
ber 2006 than they had been
in October 2005.

Although a few isolated
geographic market areas
have seen average house
prices drop precipitously, in
most parts of the country

price appreciation has sim-
ply flattened or turned only
modestly negative. The me-
dian sales price of an exist-
ing home sold during the
third-quarter of 2006 was a
slight 1.2 percent lower than
in the same quarter one year
earlier. 

Although a full recovery
in starts and sales will have
to wait until 2008, there
should still be enough resi-
dential market work (and
even more non-residential
building and heavy con-
struction work) to keep ag-
gregates businesses busy
during the new year.

FORECASTS

FORECASTS

CT -16.1% -15.8%
MA -20.0% -14.4%
NH N/A -24.7%
RI -2.9% -0.6%
VT N/A -9.5%

NJ -23.7% -15.3%
DE -10.1% -17.5%
MD -19.4% -17.7%

H
2%
1%

GA
2.5%
-3.9%

SC
0.7%
-2.9%

NC
9.7%
1.9%

VA
-24.4%
-21.6%

FL
-34.2%
-23.7%

NY
-7.0%
-4.9%

ME
-21.5%
-16.1%

PA
-4.5%
5.9%

WV
-19.4%
-9.5%

STATE
Existing Home Sales 
Residential Building Permits

(% change in existing single-family
home sales, Q3-2006 vs. Q3-2005;
over-the-year % change in total
residential building permits
through October 2006)

This month, we introduce a new quarterly
feature that will allow a more comprehen-
sive tracking of state housing market ac-
tivity. The National Association of Realtors
(NAR) publishes state information on the
volume of existing single-family homes/
condos/co-ops sold during each quarter of
the year. This provides a good indication
of the overall vitality of a state’s housing
market and can be examined in concert
with the more readily available monthly
building permit data published by the U.S.
Department of Commerce.
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