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By the Confluence Asset Allocation Committee

Confluence Investment Management offers various asset allocation products which are managed using “top
down,” or macro, analysis. We publish asset allocation thoughts on a weekly basis in this report, updating the
report every Friday, along with an accompanying podcast and chart book.

April 30, 2021

(Due to staff vacations, there will not be an accompanying podcast and chart book this week. The multimedia

offerings associated with this report will resume next week, May 7.)

In our asset allocation strategies, we continue to have a separate provision to homebuilders. The
reason for this particular position is due to our belief that homebuilding and associated industries
are poised for a multiple-quarter expansion. One reason for this expectation is that housing and

homebuilding are still recovering from the housing bubble that peaked in 2005. The aftermath of

that bubble caused a decline in homebuilding.
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This chart shows housing starts from 1953 to the present.

From 1953 to 2000, the average was

1.048MM single-family starts per month on a seasonally adjusted annualized basis. Note that
starts rose well above average during the housing bubble and then plunged during the Great
Financial Crisis. They only returned to their earlier average last August. Given that the
population was smaller in the past, existing sales per capita would be even lower now.

The shortage of single-family homes relative to starts is even more stark when compared to the

single-family home vacancy rate.
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https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/

HOUSING STARTS AND THE
HOMEOWNER VACANCY RATE
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This chart shows single-family housing starts compared to the vacancy rate. We have marked
low vacancy levels with teal circles. Inthe 1970s, vacancies at the current level led to starts
between 1.3MM and 1.4MM starts. We are currently around 1.1MM, which suggests a boom in
homebuilding is not only likely, but probably necessary to meet the demand for housing. Thus,
our outlook for the homebuilding sector remains especially positive.

Past performance is no guarantee of future results. Information provided in this report is for educational and illustrative purposes
only and should not be construed as individualized investment advice or a recommendation. The investment or strategy discussed
may not be suitable for all investors. Investors must make their own decisions based on their specific investment objectives and
financial circumstances. Opinions expressed are current as of the date shown and are subject to change.

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the authors. It is based
upon sources and data believed to be accurate and reliable. Opinions and forward-looking statements expressed are subject to
change. This is not a solicitation or an offer to buy or sell any security.
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