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Single-Family Residential Market Outlook
The charts below summarize the current state of the market and RCLCO’s outlook on what to expect for the balance of 2022. This year 
has the potential for housing markets to experience a less tumultuous year as compared to 2021, but some of the same challenges 
with meeting demand in 2021 will remain throughout the current year. The continuing economic recovery, strong existing home price 
appreciation, still historically low interest rates, demographic tailwinds, and a pandemic-driven desire for more space are some of the 
factors driving the demand side of the equation. Three years into a worldwide pandemic and the housing market’s greatest challenges are 
more related to supply than demand, with an inadequate supply of new and resale homes to purchase following years of under-building, 
exacerbated by the economic impacts of the COVID pandemic and recent supply chain issues. This has made it particularly challenging 
to deliver enough new homes to meet demand. Supply chain issues continue to contribute to shortages and delays that are keeping up 
the pressure on prices, but homebuilders are adapting. There is a lot of focus both within the industry and government towards resolving 
the supply chain knots, and they will likely continue to gradually resolve throughout 2022 and early 2023. Building material supplies are 
increasingly available, but they are coming at a higher price, and that along with labor market constraints is challenging builders to keep 
housing attainably priced as they deal with higher costs.

Underlying demand is likely to stay strong. Employment in the U.S. has recouped approximately 85% of COVID-related job losses, and 
wages are rising rapidly, contributing to higher costs but also improving consumer purchasing power which is strengthening demand in 
the overall economy. The unemployment rate continues to decline and stood at 4.2% as of Q4 2021. The U.S. economy is forecasted to 
add 4.4 million jobs in 2022. The economic recovery continues to move forward although the economy is not yet fully healed from the 
COVID recession, and headwinds such as inflation and the ongoing supply chain bottlenecks will be challenges at least through the first 
half of the year or longer. Although economists predict that inflation will peak in Q1 2022, few expect core inflation will fall below 3% 
before mid-year.

The other wild card, of course, is COVID-19. The Omicron variant seems to be less severe with lower associated hospitalization rates 
relative to Delta, so while we all need to continue taking steps to keep ourselves and others safe, we may be getting closer to the end of 
the crisis stage. Of course, the virus has surprised us before, and another variant could pop up to change all this. Stay tuned.

With all of this as context builders remain optimistic with overall homebuilder sentiment, as measured by the NAHB Housing Market 
Index, at similar levels compared to early 2021 (although below the peak optimism of late 2020). Although supply constraints have been 
frustrating, builders understand that continuing low housing inventories and strong demand will continue to drive the industry forward 
throughout 2022. Nonetheless, supply chain problems remain a drag on the pace of new construction. Labor shortages persist as well, 
with many open positions going unfilled, creating further headwinds for the housing industry.
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Nonetheless, residential construction is coming back from the fall-off in the summer of 2021. In December of 2021, the most recent 
data available, we saw an increase in permits, starts, and completions from the previous month. It’s important to note that permits are 
typically a leading indicator of where the market is headed. Building permits in December were at 1,873,000, 9.4% above November and 
6.5% above December 2020. Housing starts increased 1.4% from November and were 2.5% above December 2020. Housing completions 
were 1.0% above the November rate but 6.6% below December 2020, a reflection of the challenges of keeping up with demand.

New Residential Construction Seasonally Adjusted (000s)
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Total new home sales in 2021 ended lower relative to 2020. Although December total sales of new single-family homes were “up” 11.9% 
month-over-month the seasonally adjusted annual rate of 811,000 new single-family home sales is 14% lower than where we were in 
December 2020. As of December, there were 6.0 months of supply of new homes at the current pace of sales, as compared to 3.8 months 
in December 2020.

New Single Family Home Sales (000s)
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The greatest volume of new home sales occurred in the south, which includes two of the strongest housing markets in the country, Texas, 
and Florida, followed by the western region which includes California, Arizona, Utah, Colorado, and Nevada, with the Northeast and 
Midwest regions trailing behind with much lower numbers.
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New Home Sales by Region (000s)
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The average sales price of new single-family homes in December of 2021 was $457,300, up 13.8% from December 2020, although 
slightly down from a month earlier. Forecasts for home price growth in 2022 average about 5%, ranging from 2.3% (Mortgage Bankers 
Association) to 11% (Zillow), which if that comes to pass will be substantially down from the record price increases of 2021, as price 
growth appears to be decelerating. Nonetheless, 2022 price growth will likely remain above the long-term historical trend of 4.6% annual 
growth.

Average New Home Sales Price
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The Federal Reserve Board is winding down the stimulus program it put in place early in the pandemic to support the economy. It began 
the process of slowing its emergency practice of purchasing Treasury and mortgage-backed securities every month, which it’s been doing 
to help maintain the flow of money through the financial markets and help keep interest rates low. As it ends that emergency program, 
the Fed is also expected to start raising the short-term federal funds rate in March of 2022, with three rate increases anticipated this 
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year. Given the Fed’s actions, long-term interest rates are likely to rise moderately in 2022 but remain low by historical standards. 
Mortgage rates have already risen year to date, and trends indicate that 30-year fixed mortgage rates are likely to increase to at least 
3.7% in 2022, which has the potential to impact new home affordability, although the slower price growth noted above may mitigate the 
overall impact. Under normal conditions rising rates would moderate demand for for-sale housing, however, there remains considerable 
pent-up demand in the housing sector which will likely outpace housing supply for some time to come. Nonetheless, many homebuyers 
will be priced out of the market as supply chain issues and rising rates further decrease housing affordability.

National 30-Year Mortgage Rate
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Trends indicate 30-Year fixed mortgage rates are likely to increase to at least 3.7% in 2022; this will impact home affordability, but price 
growth will slow.

Very low existing home inventory is helping to keep the pressure on demand for new housing, with only 2.1 months of inventory currently, 
about where the market was at the end of 2020.

So, what does all of this mean for total new single-family home sales in 2022 as compared to 2021? Fannie Mae’s most recent forecast 
is for 2022 to be just slightly stronger than 2021 in terms of total annual new home sales. Fannie Mae is forecasting sales of 885,000 
new homes or growth over 2021 of almost 15% percent. But they warn that the forecast could be revised downward if mortgage rates 
rise more dramatically than indicated above.
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New Single-Family Home Sales by Quarter (Jan 2022)
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All in all, the potential exists for another very good year for the single-family housing industry and Master Planned Communities business, 
but with obvious challenges and some unknowns to contend with as well. We will continue to update these trends statistics and 
forecasts over the year, so watch this space, and good luck.

Reasonable efforts have been made to ensure that the data contained in this Advisory reflect accurate and timely information, and the data is believed to be reliable 
and comprehensive. The Advisory is based on estimates, assumptions, and other information developed by RCLCO from its independent research effort and general 
knowledge of the industry. This Advisory contains opinions that represent our view of reasonable expectations at this particular time, but our opinions are not offered 
as predictions or assurances that particular events will occur.

Copyright ©️ 2022 RCLCO. All rights reserved. RCLCO and The Best Minds in Real Estate are trademarks of Robert Charles Lesser & Co. All other company and product 
names may be trademarks of the respective companies with which they are associated.



Since 1967, RCLCO has been the “first call” for real estate 
developers, investors, the public sector, and non-real estate 
companies and organizations seeking strategic and tactical advice 
regarding property investment, planning, and development. 

RCLCO leverages quantitative analytics and a strategic planning 
framework to provide end-to-end business planning and 
implementation solutions at an entity, portfolio, or project level. 
With the insights and experience gained over 50 years and 
thousands of projects–touching over $5B of real estate activity 
each year–RCLCO brings success to all product types across the 
United States and around the world.

RCLCO has expertise in five major areas: real estate economics, 
investment strategy, asset management, management consulting, 
and legal support. Our multidisciplinary team combines real-world 
experience with the analytical underpinnings of thousands of 
consulting engagements.  

We develop and implement strategic plans that strengthen our 
clients’ positions in a market or sector, add value to a property or 
portfolio, and mitigate price erosion.

Since we first opened our doors, RCLCO has been governed by 
our core values. We believe that excellence, integrity, honesty, 
respect, exceeding expectations, and quality are great goals that 
all firms must possess. These goals and values shape the culture 
and define the character of our firm. They guide how we behave 
and make decisions. Our extensive network provides us with a 
unique and comprehensive outlook on the industry, not to mention 
unmatched access to the best minds in real estate.

REAL ESTATE CONSULTING

"I have engaged RCLCO many times over the past 20 years. Each 
assignment resulted in community lot sales pace and lot prices above my 
pro forma values. RCLCO is the GOLD standard for real estate consulting."  

-- Jimmie Jenkins, Vice President, Toll Brothers, Inc.

CONTACT US TODAY! 
Gregg Logan, Managing Director

P: (407) 515-4999 | E: GLOGAN@RCLCO.COM
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