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Turning Point Analytics utilizes a time-tested, real-world strategy that optimizes the client’s entry and exit points and adds 

alpha.   TPA defines each stock as Trend or Range to identify actionable inflection points. 

 

“In the short run, the market is a voting machine, but in the long run, it is a weighing machine.”  - Benjamin Graham 

WORLD SNAPSHOT – COMMENTS & CHARTS      Friday, August 19, 2022 

 
General comments first and macro tables at the bottom.  Links for Explanations of Technical terms at the bottom of the report. 

 

Why A Sustained Drop In Home Prices Is Impossible 

 

This World Snapshot addresses the long-term issue of housing shortage in the U.S. and counters 

recent articles and pundits who predict a supply-demand balance in the near future or 

widespread home price declines. The reason why these predictions are incorrect is very simple 

and I have been explaining it since 2019. There are nowhere enough homes to satisfy demand 

and it will take many years, if not decades, to eliminate the demand-supply gap. Looking at the 

math, the market forces alone will not be able to balance supply and demand. In fact, in order to 

build enough homes, massive structural and policy changes will be required. 

 

The report will proceed in 3 parts: 

1. A review of what we have been telling clients since March 2020 

2. Examples of recent headlines and their mistaken focus on the short-term. 

3. A review of possible solutions to the housing shortage. 

 

 

What we have been telling clients for the past 28 months 

 

Summary: 

Historic supply constraints and historic Covid demand will keep prices high and rising 

 

Supply was decimated by a virtual stoppage in home building from 2008-2017; the deficit tallied 

over 7 million homes using the 4-decade historical norm. 

 

Institutional and investor buying from 2010 until now has further reduced inventory 

 

The pandemic drove workers out of cities where the majority of rentals exist and into areas 

where they want to and need to buy instead of rent. 

 

Covid-19 has permanently changed the way we work. 
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Summaries of several TPA reports 

 

March 2020: 

“HOUSE PRICES SHOULD REMAIN STABLE FOR THE LONG TERM 

There will be an economic impact to countries, businesses and people from the current crisis, 

but it may be constructive, at this time, to take a historical perspective when it comes to 

housing.”   

 

“Ramifications Of The Coronavirus (Covid-19) Itself 

The final reason why the current crisis will not stall prices has to do with the nature of housing 

in cities versus outside cities.  There was a trend toward people moving to urban areas, but 

that may stop or at least be curtailed by the fear of contracting a serious illness by living in a 

place in which people are more concentrated.   Since there are fewer rentals away from cities, 

that may also increase the demand for buying single-family houses.  This unforeseen demand 

may keep demand for homes high and prices moving higher.” 

  

June 2020: 

“The demand for residential homes was very strong before the pandemic and will be even 

stronger after Covid-19 is under control.  We show below 3 factors that will actually increase 

demand in coming years: 

• A shortage of homes as the result of a decade-long deficiency in home building 

• A shortage of homes due to large institutional buying in the years after the housing 

bust of 2008-2009 

• An exodus from cities sparked by Covid-19.” 

 

The creation of the housing deficit 

 
 -Source: U.S. Census Bureau 

 

 

 

 

 

 

 

AVERAGE PER YEAR 

(1970-2006)

1,590,832

YEAR HOUSING STARTS

ANNUAL HOUSING 

SHORTAGE (Millions)

CUMULATIVE 

(Millions) POPULATION

POPULATION CHANGE 

PER YEAR (Millions)

CUM POP 

CHANGE

31-Dec-2007 1,355,000 -235,832 -235,832 301,000,000.0000 2,000,000 2,000,000

31-Dec-2008 905,500 -685,332 -921,165 304,000,000.0000 3,000,000 5,000,000

31-Dec-2009 554,000 -1,036,832 -1,957,997 307,000,000.0000 3,000,000 8,000,000

31-Dec-2010 586,900 -1,003,932 -2,961,930 308,000,000.0000 1,000,000 9,000,000

31-Dec-2011 608,800 -982,032 -3,943,962 311,000,000.0000 3,000,000 12,000,000

31-Dec-2012 780,600 -810,232 -4,754,195 313,000,000.0000 2,000,000 14,000,000

31-Dec-2013 924,900 -665,932 -5,420,127 316,000,000.0000 3,000,000 17,000,000

31-Dec-2014 1,003,300 -587,532 -6,007,659 318,000,000.0000 2,000,000 19,000,000

31-Dec-2015 1,111,800 -479,032 -6,486,692 321,000,000.0000 3,000,000 22,000,000

31-Dec-2016 1,173,800 -417,032 -6,903,724 323,000,000.0000 2,000,000 24,000,000

31-Dec-2017 1,203,000 -387,832 -7,291,557 325,000,000.0000 2,000,000 26,000,000

31-Dec-2018 1,249,900 -340,932 -7,632,489 327,000,000.0000 2,000,000 28,000,000
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Recent Headlines 

 

Current Headlines are designed to sell articles and do not focus on long-term issues. 

 

Fitch Ratings: U.S. home prices could soon fall 10% to 15% - Fortune August 17, 

2022 

 

Housing Inventory Picks Up Speed At A Record Pace - Forbes August 9, 2022 

 

Homebuilders say U.S. is in a ‘housing recession’ as sentiment turns negative- 

CNBC August 15, 2022 

 

 

The Reality 
 

We will refute recent articles by focusing on the reality of today’s housing situation. 

 

INVENTORY 

Looking at NAR data back to 1984 (38 years) the normal range for inventory annually is 

2,000,000 to 2,500,000. We have now increased 46% to 1,260,000 from 860,000 in January 

2022 (chart 1 velow). That is a huge increase, but it still leaves the U.S. inventory 37% and 49% 

below the lower (2M) and upper (2.5M) normal ranges for historic inventory (chart 2 below). 

 

 
 https://tradingeconomics.com/united-states/total-housing-inventory 

 

https://tradingeconomics.com/united-states/total-housing-inventory
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 https://tradingeconomics.com/united-states/total-housing-inventory 

 

This does not even take into account normal population growth, which would require even 

higher levels of inventory than in prior years just to achieve supply-demand equilibrium. From 

the census in 2010 to 2020, the U.S Population grew from 308 million to 331 million or by 23 

million people (7.35%). That means even more inventory is needed to satisfy demand. 

 

 

REMOTE WORK 

We have seen reports of large companies telling their workers that they must come back to the 

office. The reality is that workers still have leverage, and they are forcing many companies to 

backslide or compromise on their initial hardline positions. Apple and Google are among a large 

number of firms that are moving away from their initial demand that all employees return to the 

office 

 

Kastle, whose customers are in 2600 buildings in 138 cities across the U.S., still shows weekly 

office occupancy at just 43.6%. That is 28 months after the pandemic began and when mask 

mandates are merely a memory for most of America (1st chart below). The second chart below 

shows the highest office occupancy for major metro areas is in Dallas, but Dallas is still only 

hovering around 50%. 

 

https://tradingeconomics.com/united-states/total-housing-inventory
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Article link   

 

 

https://www.kastle.com/safety-wellness/getting-america-back-to-work/?utm_source=adwords&utm_campaign=Kastle_EVG_LG-PROS_GSN-Brand&utm_medium=ppc&utm_term=kastle&hsa_ver=3&hsa_grp=121717591581&hsa_acc=9348517971&hsa_ad=533979302346&hsa_src=g&hsa_tgt=kwd
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REMOTE WORK = HIGHER HOUSING PRICES 

A recent study in the National Bureau of Economics (NBER) showed a direct positive 

relationship between remote work and home prices. “In Housing Demand and Remote Work 

(NBER Working Paper 30041), John A. Mondragon and Johannes Wieland find that the shift to 

remote work induced by COVID-19 caused a large increase in housing demand and accounted 

for at least half of recent aggregate house price growth. They offer a fundamentals-based 

explanation for the record increase in house prices and suggest that the future trajectory of 

remote work may be a key determinant of housing demand and house prices in the future.” New 

York Times 6/9/22. 

 

“It [the study] determined that remote work was responsible for around 15 percentage points of 

the 24% overall rise in home prices between December 2019 and November 2021.” – Global 

Workforce 2022. https://www.worldwideerc.org/news/global-workforce/home-prices-

increased-with-rise-of-remote-work 

  

The chart below shows that remote work increases are directly proportional to home price 

increases. 2018-2019 versus 2019-2021. 

 

House Price Growth % is Directly Proportionate to Remote Worker Share Growth 

% in Metro Areas 

 
 https://www.nber.org/digest-202207/pandemic-induced-remote-work-and-rising-house-

prices 

https://www.worldwideerc.org/news/global-workforce/home-prices-increased-with-rise-of-remote-work
https://www.worldwideerc.org/news/global-workforce/home-prices-increased-with-rise-of-remote-work
https://www.nber.org/digest-202207/pandemic-induced-remote-work-and-rising-house-prices
https://www.nber.org/digest-202207/pandemic-induced-remote-work-and-rising-house-prices
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Solutions 

 

The problem with the current situation can be illustrated with simple math. If we use a deficit of 

7 million homes and the 40-year average of home starts of 1.5 million, we would need 1.5 million 

plus 700,000 (7 million/10 years) or 2.2 million home starts each year to eliminate the deficit in 

10 years. That is a big ask, since the 40-year average is 1.5 million and the highest home starts 

have only exceeded 2 million briefly in the 1970s and the housing bubble of 2005-2008 (chart 

below). 

 

Of course, this math ignores the excess demand created each year by population growth. 

 

 
https://fred.stlouisfed.org/series/HOUST 

 

 

The situation demands not just increased building, but innovative structural and policy 

changes. These solutions will be controversial and mean a rethinking of real estate and home 

building. 

 

The long-term solutions should include changes to: 

1. Regulation 

2. Policy 

3. Zoning laws 

4. Housing design 

 

Regulation 

A recent NAHB report stated, “Regulations imposed by all levels of government account for 

$93,870, or 23.8% of the current average sales price ($397,300) of a new single-family home... 

Of the $93,870 figure, $41,330 is attributable to regulation during development, and $52,540 is 

due to regulation during construction.” 

https://www.nahb.org/blog/2021/05/regulatory-costs-add-a-whopping-93870-to-new-home-

prices/ 

 

https://fred.stlouisfed.org/series/HOUST
https://www.nahb.org/blog/2021/05/regulatory-costs-add-a-whopping-93870-to-new-home-prices/
https://www.nahb.org/blog/2021/05/regulatory-costs-add-a-whopping-93870-to-new-home-prices/
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“Few would argue that safety standards for construction workers are unnecessary, but these 

high regulatory costs raise questions about how thoroughly the government is considering the 

consequences. One academic study, for example, found it took an average of 788 days to prepare 

a submission and receive approval for an individual federal wetlands permit.”** 

 

Policy 

“Scrap the MID in favor of a $15,000, refundable, first-time home buyer tax credit to make 

homeownership more accessible for working-class families.”** 

 

“To ease [the] unprecedented surge in lumber prices since early 2020, federal policymakers can 

start by increasing timber production from federal lands in an environmentally responsible 

manner.”** 

 

“Since the U.S. relies on Canada for nearly 30% of its lumber supply, the Biden administration 

can put an end to the tariffs on Canadian lumber imposed by the Trump administration in 2017. 

The tariffs, which currently stand [at] 17.99%, artificially raise lumber prices and act as a tax on 

American home buyers.”** 

**https://www.marketwatch.com/story/ive-been-building-homes-for-40-years-and-heres-

what-has-to-change-if-the-u-s-wants-more-starter-homes-11658491374?mod=home-page 

 

Zoning laws 

Sensible changes to zoning laws could allow for more high-density building outside of metro 

areas. These are the places that young families want to be. 

 

Home design 

Moving away from the 1950s and 1960s idea of suburbia could open up a multitude of 

possibilities that are not the apartment buildings we see in inner cities, but are also not the 

single-family with lawn configuration that is ingrained in the American ideal. 

 

All of these solutions and others are not quick fixes. They will take years. 

Meanwhile, the demand-supply imbalance will remain in place and home prices 

will stay high for the long term. 

 

Interestingly, once the structural and policy decisions have been made, clients 

should heavily weight Home Builders in their portfolios, since hyper-kinetic 

building will ensue.  

 

CLICK ON LINKS BELOW FOR TECHNICAL INDICATOR EXPLANATIONS: 

 

ASCENDING - DESCENDING TRIANGLE 

BASING-TOPPING-CONSOLIDATION 

BREAKOUT (Breakdown) 

CHANNEL & RANGE 

DIRECTIONAL MOVEMENT INDEX (DMI) 

DOUBLE BOTTOM or DOUBLE TOP 

https://www.marketwatch.com/story/ive-been-building-homes-for-40-years-and-heres-what-has-to-change-if-the-u-s-wants-more-starter-homes-11658491374?mod=home-page
https://www.marketwatch.com/story/ive-been-building-homes-for-40-years-and-heres-what-has-to-change-if-the-u-s-wants-more-starter-homes-11658491374?mod=home-page
https://docs.wixstatic.com/ugd/eb4ead_f18de46082314e0e9627eabea8457628.pdf
https://docs.wixstatic.com/ugd/eb4ead_fd53e8d5e1da4226b02a05d6f608f7af.pdf
https://docs.wixstatic.com/ugd/eb4ead_a322c293085c4b729de9bcc37429b7b2.pdf
https://docs.wixstatic.com/ugd/eb4ead_5a74d4137b3d45dea18c33a7d631d8f2.pdf
https://docs.wixstatic.com/ugd/eb4ead_a770c01c33574d46a95cd6be46f10723.pdf
https://docs.wixstatic.com/ugd/eb4ead_d4b3a260322d4fa9af6899b663ea025e.pdf
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MACD-MOVING AVERAGE CONVERGENCE-DIVERGENCE 

MOVING AVERAGES 

RELATIVE STRENGTH & PEER STOCK PERFORMANCE 

REPEATING PATTERNS 

RSI-RELATIVE_STRENGTH 

SUPPORT, RESISTANCE, BREAKOUT, BREAKDOWN 

TREND 

 

 

 

 

 

 

 

ALWAYS REMEMBER: No strategy exists in a vacuum – always evaluate the relevant sector & market. 
Over 80% of portfolio performance is determined by sector and market forces (Ibbotson & Kaplan study – January/Febuary2000) 

 

 

Turning Point Analytics Disclaimer 

Turning Point Analytics (TPA) is only one of many tools that an investor should use to make a final 

investment decision.  TPA is an overlay on top of a client’s good fundamental or macro analysis.  TPA 

does not create or provide fundamental analysis. The information in this communication may include 

technical analysis.  Technical analysis is a discipline that studies the past trading history of a security 

while trying to forecast future price action.  Technical analysis does not consider the underlying 

fundamentals of the security in question and it does not provide information reasonably sufficient 

upon which to base an investment decision.  Investors should not rely on technical analysis alone while 

making an investment decision.  Before making an investment decision, investors should consider 

reviewing all publicly available information regarding the security in question, including, but not 

limited to, the underlying fundamentals of the security and other information which is available in 

filings with the Securities and Exchange Commission.  The information and analysis contained in 

reports provided by TPA are copyrighted and may not be duplicated or redistributed for any reason 

without the express written consent of TPA. The information in this communication is for institutional 

or sophisticated investors only.  By accepting this communication, the recipient agrees not to forward, 

and/or copy the information to any other person, except as permitted, or required by law. TPA does 

not guarantee accuracy or completeness. TPA is a publisher of technical research and has no 

investment banking or advisory relationship with any company mentioned in any report.  Reports are 

neither a solicitation to buy nor an offer to sell securities. Past performance is in no way indicative of 

future results. Opinions expressed are subject to change without notice.  TPA will provide, upon 

request, the details of any past recommendations. TPA’s analysis and recommendations should not be 

used as the sole reason to buy or sell any security. TPA may compensate brokers and intermediaries 

for sales and marketing services. You understand and acknowledge that there is a very high degree of 

risk involved in trading securities and/or currencies. The Company, the authors, the publisher, and all 

affiliates of Company assume no responsibility or liability for your trading and investment results.  It 

https://docs.wixstatic.com/ugd/eb4ead_67bbc64b4e5a4308a1e30a4a4dbefb78.pdf
https://docs.wixstatic.com/ugd/eb4ead_9962277ade65403c983060b8ed3ed6d0.pdf
https://docs.wixstatic.com/ugd/eb4ead_5ef1ec245a4e4f16bf8e93715ba88ab1.pdf
https://docs.wixstatic.com/ugd/eb4ead_b3e5c9df530b47c8a264cbff4006b851.pdf
https://docs.wixstatic.com/ugd/eb4ead_ec5528be278f48d5941c099986d49dc5.pdf
https://docs.wixstatic.com/ugd/eb4ead_0c4bb98d26744610963797c1a6b2e09f.pdf
https://docs.wixstatic.com/ugd/eb4ead_38e37d04385b4c54903317793012c645.pdf
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should not be assumed that the methods, techniques, or indicators presented will be profitable or that 

they will not result in losses. Statements, data, and analysis made by TPA or in its publications, are 

made as of the date stated and are subject to change without notice. TPA and/or its officers and 

employees may, from time to time acquire, hold, or sell a position in the securities mentioned herein. 

Upon request, TPA will furnish specific information in this regard. TPA will not be held liable for losses 

caused by conditions and/or events that are beyond TPA’s control, including, but not limited to, war, 

strikes, natural disasters, new government restrictions, market fluctuations, and communications 

disruptions. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


