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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.  Re-distribution 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 

DISCLAIMER 



HEDGEYE  3 

PLEASE SUBMIT QUESTIONS* TO 
  

QA@HEDGEYE.COM 

*ANSWERED AT THE END OF THE CALL  
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1. An Aging America – Intro 

 
2. Long-Term Housing Projections 

 
3. Near-Term Age-Bracket Projections 

 
4. Seven Drivers Reshaping the Industry 

 
5. Summary & (Personal) Trend Forecasts 

 
   

THE DEMOGRAPHIC “NEW NORMAL” 



1. AN AGING AMERICA – INTRO 
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BIRTHS DOWN ↓, DEATHS UP ↑ 
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Source: U.S. Census (2008-2016) 

WHERE WE ARE TODAY 
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TOTAL GROWTH RATE ↓, IMMIGRATION CRITICAL 
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2. LONG-TERM HOUSING PROJECTIONS 
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EXPECTED “RETURN TO NORMALCY” BACK IN 2013 
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NEW CENSUS ESTIMATES  FEWER NEW ADULTS… 
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… WHICH MEANS FEWER NEW HOMES 
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AND IF WE ADJUST FOR THE SHIFTING AGE MIX… 
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Average for All Ages = 1.94 
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… THE RESULT IS PRETTY MUCH THE SAME 
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WHY EVERYTHING DEPENDS ON NET IMMIGRATION… 
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… AND WHY IT MAY BE SMALLER THAN CENSUS ESTIMATES 

According to reports from Pew Research 
Center (2014) and Center for Migration 
Studies (2016), recent official “inter-censal” 
estimates for net immigration may be way 
too high. 
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OTHER DRIVERS THAT MAY SUPPRESS DEMAND 

 
 
 
 

 
• No new national infrastructure rebuilding on the horizon. 

 
• Secular increase in housing stock longevity due to better construction 

methods. Result: Gradual decline in “net removal” rate (see chart). 
 

• Possible long-term decline in home vacancy rates due to the sharing 
economy.  Airbnb now offers over 1 million rooms or units nationwide. 
 

• Possible long-term rise in average adults per unit. Average reached post-war 
low in 2001 and 2003 and is now rising again (see chart). 
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RISING AGE OF HOUSING STOCK 
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HOMES ARE AGAIN GROWING MORE CROWDED 
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3. NEAR TERM AGE-BRACKET PROJECTIONS 
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AMERICA’S POPULATION PYRAMID, TODAY 
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15 YEARS FROM NOW 
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4. SEVEN DRIVERS RESHAPING THE INDUSTRY 
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SEVEN DRIVERS RESHAPING THE INDUSTRY 

1) All age groups are fueling a renaissance in extended family living 

2) Boomers  thus far show a preference for aging in place 

3) A “golden age of home improvement” booms on 

4) Boomers are piling up more mortgage debt, Millennials  less 

5) Gen X small in number, and small in home spending power 

6) Yes, Millennials are fueling the boom in core urban areas 

7) Millennials & Xers are driving the switch from buying to renting 
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RENAISSANCE IN EXTENDED FAMILY LIVING 
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FROM 1980 TO 2012, AN 
EXTRA 20+ MILLION 
YOUNG ADULTS IN 

EXTENDED FAMILIES 
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RENAISSANCE IN EXTENDED FAMILY LIVING 

FOR YOUNG WOMEN, 
HIGHEST RATE SINCE 
GREAT DEPRESSION 

Source: Pew Research Center (2016) 
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RENAISSANCE IN EXTENDED FAMILY LIVING 
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RENAISSANCE IN EXTENDED FAMILY LIVING 

Source: Pew Research Center (2016) 
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BOOMERS “AGING IN PLACE” 

BOOMERS’ FAMILIES 
ARE GETTING 

SMALLER… 

BUT THE SHARE LIVING 
IN SINGLE-FAMILY 

DETACHED HOMES IS 
UNCHANGED Source: AARP (2012) 
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BOOMERS “AGING IN PLACE” 

Source: AARP (2012) 
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BOOMERS “AGING IN PLACE” 

Source: The Demand Institute (2014) 
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GOLDEN AGE OF HOME REMODELING 

Source: Joint Center for Housing 
Studies at Harvard University (2015) 
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GOLDEN AGE OF HOME REMODELING 

Source: Joint Center for Housing 
Studies at Harvard University (2015) 
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GOLDEN AGE OF HOME REMODELING 

Source: Joint Center for Housing 
Studies at Harvard University (2015) 



HEDGEYE  35 

GOLDEN AGE OF HOME REMODELING 
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GOLDEN AGE OF HOME REMODELING 

0

50

100

150

200

250

300

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

 
 

(INDEX) North America / Home Improvement Chains -IND - Price
(INDEX) S&P 500 - Price
(INDEX) North America / Real Estate Investment Trusts -IND - Price
(INDEX) North America / Homebuilding -IND - Price

North America / Home Improvement Chains VWAP Index,  
January 2006 = 100 (Monthly) 

Source: Factset (2016) 



HEDGEYE  37 

BOOMERS WITH MORE MORTGAGE DEBT, MILLENNIALS LESS 

Source: Federal Reserve Bank 
of New York (2016) 
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BOOMERS WITH MORE MORTGAGE DEBT, MILLENNIALS LESS 

Source: Federal Reserve Bank 
of New York (2016) 
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BOOMERS WITH MORE MORTGAGE DEBT, MILLENNIALS LESS 

Source: Federal Reserve Bank 
of New York (2016) 
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BOOMERS WITH MORE MORTGAGE DEBT, MILLENNIALS LESS 

Source: Federal Reserve Bank 
of New York (2016) 
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GEN X IN TROUBLE 
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GEN X IN TROUBLE 
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GEN X IN TROUBLE 
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MILLENNIALS FUELING BOOM IN CORE URBAN AREAS 

Source: Center for 
Community Progress (2014) 
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MILLENNIALS FUELING BOOM IN CORE URBAN AREAS 

Source: Center for 
Community Progress (2014) 
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MILLENNIALS FUELING BOOM IN CORE URBAN AREAS 

Source: Center for 
Community Progress (2014) 
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MILLENNIALS FUELING BOOM IN CORE URBAN AREAS 

Source: The Boston 
Foundation (2014) 
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MILLENNIALS & XERS, FROM BUYING TO RENTING 

Source: Joint Center for Housing 
Studies at Harvard University (2015) 
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MILLENNIALS & XERS, FROM BUYING TO RENTING 

Source: Federal Reserve Bank 
of New York (2016) 
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MILLENNIALS & XERS, FROM BUYING TO RENTING 

Source: Federal Reserve Bank 
of New York (2016) 



5. SUMMARY & (PERSONAL) TREND FORECASTS 
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LONG-TERM OUTLOOK 

 Basic long-term message: Re-gear your quantitative forecasts. 

  The consensus medium/long projections for housing construction 

are TOO HIGH. Actual demand for new housing units/year in 2015-

2020 is more likely to be nearer to 1.0 million than to 1.5 million. 

 As time passes (2015, 2020, 2025…), the gap between consensus & 

actual demand widens. 

 

 These changes are driven mainly by demographic fundamentals. 
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OVERALL TRENDS OUTLOOK 

  Further reflections on long-term qualitative shifts 

  Rental over ownership 

  P-to-P rental over “ordinary” rental 

  Multi-unit over single-home preference 

  Small units over large 

  Inner suburbs/urban over exurbs/rural 

 

 These changes are driven mainly by generational preferences and 

social trends. 
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MORE ON OWNER-OCCUPIED TO RENTAL 

 The rise of rental units at the expense of owner-occupied units represents a 

long-term shift that will not end with full economic recovery. 

 

  Macroeconomic drivers: 

 Risk-aversion by lenders & “macro-prudential” regulatory environment 

 Less job security & fewer assets among young adults and new retirees 

 Growing generic youth preference for “rentals” & aversion to real estate 

as a risky investment 
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MORE ON EXURBIA AND RURAL 

 Get ready for accelerating golden age of home remodeling, with epicenter in 

McMansioned exurbia. 

 Prepare for ongoing decline in HH unit demand in rural America. Yet demand for 

rural hospitality and entertainment will stay robust, especially at the high end. 

 Main driver: Boomers aging in place close to jobs and families – with fewer 

moving to rural retirement. 
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  Collective preference of Millennials will continue driving: 

 Multi-unit over single-home construction. 

 Small units (micro-apartments) over large. 

 5 to 15 year regional growth trend in descending order: 

• Inner Suburb 

• Core Urban  

• Outer Suburb 

• Rural 

 

 Fastest price hikes and most unit-downsizings in regulated, big-brand coastal hubs. 

MORE ON URBAN AND INNER SUBURBAN 



HEDGEYE  57 

FOR MORE INFORMATION, CONTACT US AT: 

SALES@HEDGEYE.COM 
(203) 562-6500 
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