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DISCLAIMER
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut. Hedgeye Risk
Management is not a broker dealer and does not provide investment advice for individuals. This research does not constitute an
offer to sell, or a solicitation of an offer to buy any security. This research is presented without regard to individual investment
preferences or risk parameters; it is general information and does not constitute specific investment advice. This presentation is
based on information from sources believed to be reliable. Hedgeye Risk Management is not responsible for errors,
inaccuracies or omissions of information. The opinions and conclusions contained in this report are those of Hedgeye Risk
Management, and are intended solely for the use of Hedgeye Risk Management’s clients and subscribers. In reaching these
opinions and conclusions, Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye
Risk Management’s employees, which is based upon sources considered credible and reliable within the industry. Hedgeye
Risk Management is not responsible for the validity or authenticity of the information upon which it has relied.

TERMS OF USE
This report is intended solely for the use of its recipient. Redistribution or republication of this report and its contents are
prohibited. For more details please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use
at www.hedgeye.com
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PLEASE SUBMIT QUESTIONS* TO

QA@HEDGEYE.COM

*ANSWERED AT THE END OF THE CALL 
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SUMMARIZING THE YEAR TO DATE PERFORMANCE
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PERFORMANCE:  FROM FIRST TO WORST

Data Source: Bloomberg
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INDUSTRY YTD PERFORMANCE: BROADLY NEGATIVE

Data Source: Bloomberg
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WHY?
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RATES ARE GOING ↑

DATA SOURCE: FREDDIE MAC
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LUMBER PRICES ARE GOING ↑

DATA SOURCE: BLOOMBERG
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CONCRETE & COMMODITY INPUT PRICES ARE GOING ↑

DATA SOURCE: BLOOMBERG
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LOT SUPPLY SHORTAGE: HOLDING AT THE ATH

The share of builders 
reporting lot shortages 
remained at a 17-year 
high again in 2017.

DATA SOURCE: NAHB, HMI SPECIAL SURVEY, US CENSUS BUREAU
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LABOR SUPPLY SHORTAGE: 17 YEAR HIGHS

The share of builders 
reporting labor 
shortages rose again in 
2017 and currently sits at 
its highest level since 
2000/2001.

DATA SOURCE: NAHB
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RESI CONSTRUCTION EMPLOYMENT = ACCELERATING

Residential 
Construction payroll 
growth continues to 
accelerate alongside 
still strong demand 
and a continued 
supply-demand 
imbalance.

At +6.6% Y/Y in the 
latest month, resi
construction industry 
employment growth 
is running at a steep 
premium to the 
national average.

Data Source: Bloomberg
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RESI CONSTRUCTION WAGE GROWTH = ACCELERATING
At +6.2% Y/Y in the latest 
month, resi construction 
industry wage growth is 
running at a large positive 
spread to the national 
average at +2.7% Y/Y.

Accelerating Employment 
and Wage growth carry 
varying implications.  

On the one hand, it 
represents a continued 
renormalization in the 
construction labor market 
and will help bring supply to 
market.  On the other hand, 
the magnitude of wage 
growth sits as another 
margin headwind layered 
atop higher regulatory, land 
and commodity input costs. 

Data Source: Bloomberg
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RECENT TRENDS – EXISTING HOMES
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THE COMPENDIUM:  A MIXED BAG

Data Source: S&P, CoreLogic, FHFA, MBA, NAR, NAHB, Census Dept, Factset, Bloomberg
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EXISTING HOME SALES VOLUME ↓

DATA SOURCE: BLOOMBERG, NAR
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PENDING HOME SALES VOLUME ↓

DATA SOURCE: BLOOMBERG, NAR
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FURTHER NEAR-TERM EHS DOWNSIDE SEEMS LIKELY

DATA SOURCE: BLOOMBERG, NAR
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SUPPLY SHORTAGES REMAIN THE CAUSAL FACTOR

DATA SOURCE: BLOOMBERG, NAR
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ALL TIME (LOWS) IS A LONG TIME

DATA SOURCE: BLOOMBERG, NAR



22© Hedgeye Risk Management LLC. All Rights Reserved.

ALTHOUGH RATE OF CHANGE IS IMPROVING ON THE MARGIN

DATA SOURCE: BLOOMBERG, NAR
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HOME PRICES SHOW RECENT SIGNS OF MODEST COOLING

DATA SOURCE: BLOOMBERG
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THE CONFORMING MARKET SHOWS THE SAME TREND

DATA SOURCE: BLOOMBERG
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A HYBRID LOOK AT FHFA & CASE-SHILLER Y/Y TOGETHER

DATA SOURCE: BLOOMBERG, FHFA, CASE-SHILLER
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RECENT TRENDS – NEW HOMES
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BUILDER CONFIDENCE: PEAK OR PAUSE?

DATA SOURCE: BLOOMBERG
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TOTAL STARTS CONTINUE TO →

DATA SOURCE: BLOOMBERG
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MULTI FAMILY STARTS CONTINUE TO ↓

DATA SOURCE: BLOOMBERG
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SINGLE FAMILY STARTS CONTINUE TO ↑

DATA SOURCE: BLOOMBERG
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NEW HOME SALES CONTINUE TO STAIR STEP HIGHER 

DATA SOURCE: BLOOMBERG
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IS THE HOUSING CYCLE NOW FRIEND OR FOE?
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EXISTING HOME SALES UPSIDE IS LIMITED BUT STILL POSITIVE

DATA SOURCE: BLOOMBERG, NBER, NAR, HEDGEYE
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NEW HOME SALES STILL HAVE ~25% UPSIDE TO PRIOR PEAKS 

DATA SOURCE: BLOOMBERG, NBER, CENSUS BUREAU, HEDGEYE



35© Hedgeye Risk Management LLC. All Rights Reserved.

STARTS STILL HAVE ~50% UPSIDE TO PRIOR AVG PEAKS

DATA SOURCE: BLOOMBERG, NBER, CENSUS BUREAU, HEDGEYE
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RESI / GDP REMAINS WAY BELOW PRIOR PEAKS

DATA SOURCE: BLOOMBERG, CENSUS BUREAU
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THE CREDIT BOX CONTINUES TO EXPAND

DATA SOURCE: MBA
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AFFORDABILITY DYNAMICS: MORTGAGE VS RENT

DATA SOURCE: CENSUS BUREAU, CASE-SHILLER, FREDDIE MAC
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AFFORDABILITY DYNAMICS: MORTGAGE VS INCOME

DATA SOURCE: CENSUS BUREAU, CASE-SHILLER, FREDDIE MAC
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AFFORDABILITY DYNAMICS: MORTGAGE VS INCOME

Based on the last 3 
decades of data, Housing 
is still cheap vs national 
income. 

The green quintile bands 
indicate early cycle and a 
go-forward tailwind for 
housing, while the red 
band signals very late 
cycle and an incoming 
correction/crash. 

As we can see, the 
formation of data over 
the past few months is 
still in the green. 

DATA SOURCE: CENSUS BUREAU, CASE SHILLER, FREDDIE MAC
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THE DEMOGRAPHIC DEMAND WAVE

Knowing that the 
median first time 
buyer age is 32/33 is 
critical because it 
allows us to look at 
the coming 
demographic wave. 
This chart shows the 
size of the current 
32/33 YOA cohort –
roughly 4.4 million. 
The 26/27 YOA 
cohort is 4.7 million 
by comparison. 2019-
2023 will see an 
extraordinary 
housing bull market.

Data Source: Census Bureau, Zillow, NAR
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HH FORMATION: TRENDING HIGHER AFTER ZIKA

Data Source: Census Bureau
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OWNERSHIP GROWTH: JUST BEGINNING TO REBOUND
Part and parcel of the 
acceleration in US 
homeownership rate 
growth extends from 
the transition in 
Household Formation 
from predominately 
renter household 
growth to owner 
household growth.  

The post GFC trend 
reversed in 1Q17 and 
has persisted over the 
past year with owner 
household growth 
outpacing that of 
renters.  

Data Source: Census Bureau, Bloomberg
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OWNER GROWTH FINALLY EXCEEDING RENTER GROWTH
Again, renter 
household growth 
predominated 
following the recession 
and has only recently 
begun to shift.

The durability of the 
expansion will define 
the forward trend and 
the flow through impact 
of household formation 
on purchase demand. 

Data Source: Census Bureau, Bloomberg
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RATES – IS THE BEAR GOING BACK TO SLEEP?
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RATES: COMING BACK FROM INFINITY & BEYOND?

Rates looked poised to 
blast off in February 
and again into the end 
of 2Q, but have been 
making lower highs 
more recently.

The extant reality that 
rates rising (too 
high/too fast) remains 
the primary catalyst for 
rates falling makes it 
difficult to tactically risk 
manage exposure 
during concentrated 
clustering of rate 
volatility. 

Data Source:  Freddie Mac
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HOME BUILDER STOCKS VS. MORTGAGE RATES

Home Building stocks 
have historically 
trended down in the 
immediate term 
following a shift up in 
mortgage rates.

Longer term though, 
stock downturns would 
correct themselves with 
better market data.

Data Source:  Bloomberg
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NEW HOME SALES ARE VARIABLY SENSITIVE

Homebuyers in the new 
construction market are 
relatively sensitive in the 
immediate term to rate 
changes, with some 
exception where 
fundamentals drove 
demand.

Like in the stocks, unit 
volume of new homes 
moves on from the 
mortgage rate shocks 
within only a handful of 
months.

Data Source:  Bloomberg
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THREE CASE STUDIES IN RISING RATES

OCTOBER 1993- DECEMBER 1994
Mortgage Rates rose +240 bps over the span of 14-months. The S&P 500 Homebuilding index lost 33% of its 
value over that 14 month span. By contrast, the S&P 500 was flat over the corresponding period.

OCTOBER 1998 - MAY 2000
Mortgage Rates rose +180 bps over the span of 19-months. The S&P 500 Homebuilding index lost 29% of its value 
over that 14 month span, but the S&P 500 was up 44% making the relative underperformance a whopping 73%. 

DECEMBER 2012 – SEPTEMBER 2013
Mortgage Rates rose +120 bps over the span of 10-months. The S&P 500 Homebuilding index lost 3% of its value 
over that 14 month span. By contrast, the S&P 500 was up 19% over the corresponding period so the relative 
underperformance was 22%. 
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Data Source: Bloomberg, Hedgeye Calculations
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THREE CASE STUDIES IN RISING RATES – THE YEAR AFTER

DECEMBER 1994 – DECEMBER 1995
The S&P 500 Homebuilding index gained +35% during this 12 month span. Meanwhile, the S&P 500 was also 
higher by 35%. 
Absolute return: +35%. Relative return: 0%.

MAY 2000 – MAY 2001
The S&P 500 Homebuilding index gained 75% during this 12 month span, but the S&P 500 lost -14%. 
Absolute return: +75%. Relative return: +89%.

SEPTEMBER 2013 – SEPTEMBER 2014
The S&P 500 Homebuilding index gained 19% during this 12 month span. By contrast, the S&P 500 was up 22% 
over the corresponding period.
Absolute return: +19%. Relative return: -3%.

1

2

3

Data Source: Bloomberg, Hedgeye Calculations



© Hedgeye Risk Management LLC. All Rights Reserved.

SO, HAVE RATES PEAKED?
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GLOBAL GROWTH: SYNCHRONIZED GROWTH  HARMONIZED SLOWING

DATA SOURCE: BLOOMBERG

WE’VE TRANSITIONED FROM THE “GLOBALLY SYNCHRONIZED RECOVERY” OF 2016/17 TO GLOBAL DIVERGENCES AND A U.S. CENTRIC GROWTH NARRATIVE IN 1H18 
AND ARE SET TO FURTHER TRANSITION TO A “GLOBALLY HARMONIZED DECELERATION” AS WE MOVE THROUGH THE BACK HALF OF THE YEAR. 
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U.S. GROWTH OUTLOOK = QUAD 4

DATA SOURCE: BLOOMBERG
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DEVELOPED MARKET YIELDS ARE ALREADY FALLING

DATA SOURCE: BLOOMBERG
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RATE DIFFERENTIALS ARE ALREADY STRETCHED
GROWTH AND POLICY #DIVERGENCES HAVE PUSHED RATE DIFFERENTIALS EXTREMELY WIDE.  THE SPREAD COULD COMPRESS VIA BUND YIELDS RISING, BUT WITH 
GROWTH SLOWING IT’S MORE LIKELY BUNDS (& DM YIELDS BROADLY) ACT TO CONSTRAIN THE UPSIDE IN DOMESTIC RATES

DATA SOURCE: BLOOMBERG
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DOMESTIC INFLATION IS PEAKING
THE Y/Y GROWTH RATE IN OUR COMMODITY PRICE SAMPLE HAS BEEN A GOOD PREDICTOR OF CPI. WITH HEADLINE INFLATION SET TO PEAK INTO 
3Q, THE OUTLOOK IS FOR A CREST AND ROLL IN PRICE GROWTH

DATA SOURCE: BLOOMBERG, HEDGEYE
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A HAWKISH FED HAS NOW BEEN DISCOUNTED

DATA SOURCE: BLOOMBERG, FED FUND FUTURES IMPLIED PROBABILITY

#INFLATION ACCELERATING AND #GROWTH DIVERGENCES HAVE SLOWLY BEEN PRICED INTO POLICY.  LOOKING FORWARD, THE BALANCE OF RISK 
HAS PROBABLY SHIFTED …. IS IT MORE LIKELY THAT POLICY EXPECTATIONS REPRICE LOWER ALONGSIDE SLOWING GROWTH AND INFLATION OR 
THAT THE FED UPGRADES ITS OUTLOOK FOR 5 HIKES IN 2018 & A STEEPER PATH FOR 2019? 
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BUT HOW MUCH TIGHTENING IS EXPECTED?

THE EURODOLLAR MARKET SAYS THE FED HAS ANOTHER 75-100BPS LEFT. 

DATA SOURCE: BLOOMBERG
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BUT WHAT’S THE RIGHT NUMBER?

DATA SOURCE: BLOOMBERG, FEDERAL RESERVE BANK OF ATLANTA

THE MAGNITUDE OF CHANGE IN THE POLICY RATE REMAINS WELL BELOW THAT OBSERVED OVER PRIOR TIGHTENING CYCLES.  INCLUDING THE CHANGE IN THE 
SHADOW RATE (I.E. QT), HOWEVER, THE MAGNITUDE OF TIGHTENING IS ALREADY WELL ABOVE HISTORICAL EPISODES.  AND IF THE FED FOLLOWS THROUGH WITH 
ANOTHER +100BPS, TOTAL TIGHTENING WOULD BE >300BPS MORE (100% MORE) THAN THE HISTORICAL AVERAGE
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SHORT TREASURIES = CONSENSUS 

DATA SOURCE: BLOOMBERG
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INFLATION EXPECTATIONS ↓ + POLICY TIGHTENING + QUAD 4  = CURVE FLATTENING

DATA SOURCE: BLOOMBERG

IF INFLATION EXPECTATIONS ARE COMING IN ON THE LONG END, REALIZED INFLATION IS SET TO SLOW AND THE FED IS HIKING INTO 
A PENDING QUAD 4 ENVIRONMENT, DOMESTICALLY & GLOBALLY, CURVE FLATTENING SHOULD REMAIN INTERMINABLE
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MEANWHILE, WAGE INFLATIONARY PRESSURE IS BUILDING

DATA SOURCE: BLOOMBERG

BOTH THE TOTAL COMPENSATION AND WAGES AND SALARIES SERIES IN THE ECI CONTINUE TO ACCELERATE TO NEW HIGHS
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MANUFACTURING WAGES = 14Y HIGHS

DATA SOURCE: BLOOMBERG

THE EMPLOYEE WAGES SERIES FOR THOSE REPORTING IN THE FED REGIONAL SURVEYS CONTINUE TO MAKE HIGHER CYCLE HIGHS 
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SMALL BUSINESS COMPENSATION = ALL-TIME HIGH

DATA SOURCE: BLOOMBERG

THE NFIB COMPENSATION SERIES MADE AN ATH IN MAY.  AN ALL-TIME HIGH MAY NOT BE WHAT IT USED TO BE ON A NOMINAL BASIS, BUT IT’S 
DIFFICULT TO ARGUE IT’S NOT DIRECTIONALLY INDICATIVE
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QUITTING IS BECOMING INCREASINGLY LUCRATIVE

DATA SOURCE: BLOOMBERG

WAGE GROWTH FOR THOSE SWITCHING JOBS IS CURRENTLY RUNNING ~4% Y/Y AND ACCELERATING  … REPRESENTING A SIZEABLE PREMIUM TO THE NATIONAL 
AVERAGE AND UNDERSCORING THE REALITY OF DEEPENING LABOR SCARCITY, PARTICULARLY FOR WORKERS WITH IN-DEMAND SKILLS
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WAGE PRESSURES ARE NON-LINEAR
WAGE GROWTH – LIKE MOST THINGS IN THE ECONOMY AND FINANCIAL MARKETS – IS NON-LINEAR. THE CURRENT 
SPREAD IS RIGHT WHERE THE CURVE BEGINS TO HOOK HIGHER./

DATA SOURCE: BLOOMBERG
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WAGES ALWAYS ACCELERATE AT THE END OF THE CYCLE

DATA SOURCE: BLOOMBERG, BLS

BELOW WE PLOT BOTH THE U3 UNEMPLOYMENT RATE AND THE U6-U3 SPREAD AGAINST WAGE AND SALARY GROWTH ACROSS THE PRIOR 3 CYCLES.  WHILE THE 
INFLATION-OUTPUT RELATIONSHIP HAS BROKEN DOWN SINCE 1980, THE SLOWLY-THEN-FASTER CYCLICAL EVOLUTION IN EARNINGS GROWTH HAS REMAINED 
CONSISTENT ACROSS EXPANSIONS.  THE END OF CYCLE ACCELERATION IS HIGHLIGHTED IN THE PLOT BELOW.   
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RATES ↓ + INCOME ↑ = HOUSING ACTIVITY ↑

DATA SOURCE: BLOOMBERG
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YOUR SEASONAL SEASONALITY REMINDER

©Cody Schaber
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HEADING INTO THE HEADWIND SEASON

Here’s how the 
seasonality looks on a 
quarterly basis. It’s 
pretty clear which 
quarters historically 
have tended to 
generate positive and 
negative P&L. 

The seasonal 
performance trend 
had been somewhat 
inconsistent the last 
couple years but 
positive 4Q 
performance has 
remained consistent 
with the historical 
pattern. 

Data Source: Bloomberg
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BUILDER SEASONALITY (20 YEARS)

Incidentally, the last 
20 years of 
housing data show 
similar seasonal 
patterns.

Data Source: Bloomberg
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VOLATILITY IS SEASONAL AS WELL

Seasonality isn’t 
just pronounced in 
the returns, but 
also in the volatility 
of returns.

Data Source: Bloomberg
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ELECTION CYCLE PERFORMANCE ANALYSIS
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ELECTION CYCLE SIMPLICITY

Data Source: Hedgeye
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FREQUENTIST HOUSING: ELECTION YR 4 + YEAR 1 = ↑
Historically, housing equity 
price performance has 
followed a distinct, 
recurrent pattern over the 
last 6 election cycles.  

Absolute performance is 
consistently (very) strong in 
Election Years and Year 1. 

This has to do with the 
nature of previous electoral 
cycles. Candidates promise 
much on the campaign trail 
and often entice voters with 
housing-related tax 
giveaways. In the past, this 
has stoked equities higher 
in the election year and the 
following year.

Data Source: Factset, Hedgeye
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FREQUENTIST HOUSING: RELATIVE PERFORMANCE

It’s not just beta –
historically, Housing 
equities have outperformed 
the broader market 
meaningfully on a relative 
basis in years 4 (election 
year) and 1 (year after 
election) as well. 

Data Source: Factset, Hedgeye
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FREQUENTIST HOUSING: THE DATA

Here’s a look at Housing 
stock performance by year 
since 1990. Election years 
are bordered with the 
averages at the bottom of 
the table.

Takeaways: Housing stocks 
have not performed well 
this past election year 
(2016, -5%) in comparison 
with their election year 
track record since 1992 
(+30%). For now, there does 
not appear to be an 
investable post-election 
pattern. 

The key takeaway for us is 
that yields have tended to 
rise in non-recessionary 
post-election periods.

Data Source: Factset, Hedgeye
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BUILDERS – PERFORMANCE CLUSTERING

Builders had a monster 
year in 2017 with the S15 
Home Index up 75% and 
valuations growing 
increasingly rich. 

Looking historically, 
valuation and prior year 
returns have not been 
catalysts for subsequent 
performance.  In fact, 
over the history of the 
series, performance has 
clustered in multi-year 
trends with outsized  
performance years 
generally being 
followed by more 
positive absolute 
performance in the 
subsequent year. 

Data Source: Bloomberg
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AND VALUATIONS ARE LOW

Data Source: Cody Schaber
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CHEAP APPEARS CHEAP FOR THE WRONG REASONS

DATA SOURCE: Bloomberg
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BUILDER VALUATIONS ARE NEAR 5-YEAR LOWS

DATA SOURCE: Bloomberg
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WHAT IF YOU WERE LITERALLY (VS FIGURATIVELY) UNDERWATER
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CLIMATE ▲ START CONSIDERING THE HOUSING IMPLICATIONS

Data Source: NY Times
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FLOOD INSURANCE IS A GROWING RISK

Data Source: FEMA, USA Today, Insurance Journal, AC Press
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FLOOD INSURANCE – A SHORT & LONG TERM RISK

Data Source: Tampa Bay Times
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NFIP LOSSES HAVE BEEN RISING

Data Source: NFIP



87© Hedgeye Risk Management LLC. All Rights Reserved.

RIGHT TAIL EVENTS ARE BECOMING MORE COMMON

Data Source: NFIP
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STORM VOLUME IS INCREASING IN THE NORTH ATLANTIC

Data Source: Weather Underground
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HURRICANE VOLUME IS INCREASING IN THE NORTH ATLANTIC

Data Source: Weather Underground
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EXTREME HURRICANE VOLUME (CAT 4 & 5) IS RISING

Data Source: Weather Underground
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EXTREME HURRICANE VOLUME (CAT 4 & 5) IS RISING

Data Source: Weather Underground, NOAA
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PROPERTIES AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTIES AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTIES AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTY VALUE AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTY VALUE AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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PROPERTY VALUE AT RISK OF STORM SURGE FLOODING

Data Source: CoreLogic 2018 Storm Surge Report
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STUDY FINDINGS SUMMARY

These bullets are 
excerpts from a 2016 
Freddie Mac report on 
the risks posed by 
climate change to 
shorefront and 
waterfront property. The 
author raised numerous 
relevant questions and 
points.

• The area of the SFHAs (Special Flood Hazard Areas) will increase by 45 percent nationally on average by the end of this 
century. In coastal areas, SFHAs will increase by 55 percent. Three-to-four percent of the US population will live in coastal 
SFHAs by 2100 and 11 percent of the US population will live in riverine (that is, inland) SFHAs. In addition, between $66 billion 
and $160 billion worth of real estate is expected to be below sea level by 2050. By the end of the century, the range is $238
billion to $507 billion.

• Florida sits on a substrate of porous limestone that holds Florida's supply of fresh water. As the sea level rises, it infiltrates the 
limestone underground and contaminates the freshwater supply. A sea wall might stop storm water surges on the surface, but it
can't prevent the underground incursion of salt water.

• The economic losses and social disruption may happen gradually, but they are likely to be greater in total than those 
experienced in the housing crisis and Great Recession. That recent experience illustrated the difficulty of allocating losses
between homeowners, lenders, servicers, insurers, investors, and taxpayers in general. 

• A large share of homeowners' wealth is locked up in their equity in their homes. If those homes become uninsurable and 
unmarketable, the values of the homes will plummet, perhaps to zero. Unlike the recent experience, homeowners will have no 
expectation that the values of their homes will ever recover.

• In the housing crisis, a significant share of borrowers continued to make their mortgage payments even though the values of 
their homes were less than the balances of their mortgages. It is less likely that borrowers will continue to make mortgage 
payments if their homes are literally underwater. As a result, lenders, servicers and mortgage insurers are likely to suffer large 
losses.

• One challenge for housing economists is predicting the time path of house prices in areas likely to be impacted by climate 
change. Consider an expensive beachfront house that is highly likely to be submerged eventually, although "eventually" is 
difficult to pin down and may be a long way off. Will the value of the house decline gradually as the expected life of the house
becomes shorter? Or, alternatively, will the value of the house—and all the houses around it—plunge the first time a lender 
refuses to make a mortgage on a nearby house or an insurer refuses to issue a homeowner's policy? Or will the trigger be one 
or two homeowners who decide to sell defensively?

Data Source:  Freddie Mac, AECOM, Risky Business Project
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FISHFINDER



100© Hedgeye Risk Management LLC. All Rights Reserved.

RATES ↓ + INCOME ↑ = HOUSING ACTIVITY ↑

DATA SOURCE: BLOOMBERG
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CHEAP APPEARS CHEAP FOR THE WRONG REASONS

DATA SOURCE: Bloomberg
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BUILDER VALUATIONS ARE NEAR 5-YEAR LOWS

DATA SOURCE: Bloomberg
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FOR MORE INFORMATION, CONTACT US AT:

SALES@HEDGEYE.COM
(203) 562-6500
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