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LOS ANGELES: Henrik Green, Chief Technology Officer for Swedish automaker Volvo speaks at the unveiling its first electric vehicle, the XC40 Recgarge EV, during an event in Los Angeles, California on
Wednesday. —AFP

US housing starts fall; factory activity slows
WASHINGTON: US homebuilding tumbled from a
more than a 12-year high in September, but single-fam-
ily home construction rose for a fourth straight month,
suggesting the housing market remains supported by
lower mortgage rates even as the economy is slowing.
Other data yesterday showed a deceleration in factory
activity in the mid-Atlantic region in October. A 15-
month trade war between the United States and China
has dented business sentiment, leading to a drop in
capital expenditure and a downturn in manufacturing.
Ironically, manufacturing has borne the brunt of the
trade tariffs, which the White House says are necessary
to protect industries from what it says is unfair foreign
competition.

Housing starts declined 9.4 percent to a seasonally
adjusted annual rate of 1.256 million units last month as
construction in the volatile multi-family housing seg-
ment dropped, the Commerce Department said. Data
for August was revised higher to show homebuilding
accelerating to a pace of 1.386 million units, which was
the highest level since June 2007, instead of marching
to a rate of 1.364 million units as previously reported.
Economists polled by Reuters had forecast housing
starts decreasing to a pace of 1.320 million units in
September. Housing starts rose 1.6 percent on a year-
on-year basis in September. Building permits fell 2.7
percent to a rate of 1.387 million in September. Permits
jumped to a rate of 1.425 million units in August, the
highest level since May 2007.

The housing market, the most sensitive sector to in-
terest rates, has perked up in recent months, finally ben-
efiting from the Federal Reserve’s monetary policy
easing, which has pushed down mortgage rates from
last year’s multi-year highs. But the sector, which ac-
counts for about 3.1 percent of the economy, continues
to be constrained by land and labor shortages. A survey
on Wednesday showed confidence among home-
builders jumped to a more than 1-1/2-year high in Oc-
tober. Builders, however, said they “continue to remain
cautious due to ongoing supply side constraints and
concerns about a slowing economy.” The 30-year fixed
mortgage rate has dropped more than 135 basis points
to an average of 3.57 percent, according to data from
mortgage finance agency Freddie Mac.

Further declines are likely with the Fed expected
to cut interest rates for the third time later this month
to limit the drag on the economy from the trade war,
which has weighed on business spending and man-
ufacturing. The US central bank cut rates in Septem-
ber after reducing borrowing costs in July for the
first time since 2008. Economist expect a mild re-
bound in residential investment in the third quarter
after it contracted for six straight quarters, the
longest such stretch since the 2007-2009 recession.

Single-family homebuilding, which accounts for
the largest share of the housing market, rose 0.3 per-
cent to a rate of 918,000 units in September, the
highest level since January. Single-family housing

starts fell in the Northeast, West and Midwest, but
rose in the populous South. Permits to build single-
family homes rose 0.8 percent to a rate of 882,000
units last month, the highest level since February
2018. Starts for the volatile multi-family housing seg-
ment plunged 28.2 percent to a rate of 338,000 units
in September. Permits for the construction of multi-
family homes dropped 8.2 percent to a rate of
505,000 units last month. US financial markets were
little moved by the data.

Layoff low
In a separate report yesterday, the Philadelphia

Fed said its business conditions index fell to a reading
of 5.6 in October from 12.0 in September. The sur-
vey’s measures of new orders and employment rose.
The region covers eastern Pennsylvania, southern
New Jersey and Delaware. A survey from the New
York Fed on Monday showed a measure of business
activity in New York state edged up, though the out-
look over the next six months remained subdued. The
Philadelphia Fed survey’s measure of prices received
by manufacturers in the mid-Atlantic region fell in Oc-
tober, as did a gauge of prices paid by factories. The
survey’s six-month business conditions index rose to
a reading of 33.8 this month from 20.8 in September.
Its six-month capital expenditures index increased to
36.4 from a reading of 25.9 in the prior month. 

US manufacturing activity tumbled to a more than

10-year low in September. Though President Donald
Trump announced a temporary truce in the trade war
last Friday, which delayed additional tariffs that were
due this month, economists saw little change in for-
tunes at factories without all import duties being
rolled back. The fading stimulus from last year’s $1.5
trillion tax cut package is also contributing to man-
ufacturing’s woes.

Manufacturing, which makes up about 11 per-
cent of the economy, has also been hurt by an in-
ventory glut, especially in the automobile sector,
and design troubles at Boeing. The troubles in
manufacturing have contributed to a slowing
economy and demand for labor. Still, layoff remain
low amid a shortage of workers. In a third report
on Thursday, the Labor Department said initial
claims for state unemployment benefits increased
4,000 to a seasonally adjusted 214,000 for the
week ended Oct. 12. Economists had forecast claims
rising to 215,000 in the latest week. The four-week
moving average of initial claims, considered a better
measure of labor market trends as it irons out
week-to-week volatility, rose 1,000 to 214,750 last
week. Last week’s claims data covered the survey
period for the nonfarm payrolls component of Oc-
tober’s employment report. The four-week average
of claims rose 2,000 between the September and
October survey period, suggesting little change in
the moderate pace of job growth. —Reuters
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