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Construction Inflation At a Glance
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Deeper into the woods | Throughout February, lumber futures experienced
limited volatility (minimal price fluctuations), maintaining a steady level above $550 per
thousand board feet. The Producer Price Index (PPI) for January revealed a 1.1% increase in
the price of softwood lumber in comparison to the previous month. The significant
deflation in lumber prices withessed over the past year is showing signs of easing, with the
year-over-year decline now reaching single-digit figures. The PPI for softwood lumber
prices recorded a 9% decrease in January compared to the same period last year. The
average interest rate for 30-year fixed-rate mortgages crossed over 7%, while the National
Association of Home Builders (NAHB) has observed a gradual improvement in home
builder confidence. According to the latest NAHB/Wells Fargo Housing Market Index (HMI),
builder confidence in the market for newly built single-family homes has risen by four
points to 48 in February.

The beginning of 2024 brought disappointing news for housing starts which indicate the
number of residential buildings that commenced construction in the previous month.
According to the Census Bureau's January report, there was a notable 14.8% decline in
housing starts from December, with a marginal 0.7% year-over-year decrease on a
seasonally adjusted basis. In terms of specific categories, single-family housing starts
experienced a modest setback with a 4.7% decrease for the month, but showed resilience
with a substantial 22% year-over-year increase. On the other hand, multifamily (five or
more units) starts underwent a substantial contraction, declining by 36% for the month and
38% year-over-year. Permits also reflected a mixed picture, exhibiting a 1.5% decline in
January but showing an encouraging 8.6% year-over-year uptick. Within this, the single-
family segment continued on a positive trajectory with a 1.6% monthly increase and an
impressive 36% year-over-year rise in permits. In contrast, multifamily permits experienced
a 9% monthly decrease and a 26.6% year-over-year contraction.

Lumber Continuous Futures (CME: LBR0OO)

52 Week High: $597.00 (07.10.2023)
52 Week Low: $436.00 (03.03.2023)
Settlement Price: $567.00 (02.26.2024)

Source: Marketwatch
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Out of the furnace | AsFebruary nears
its end, U.S. hot-rolled coil (HRC) futures persist
in a downward trajectory, currently trading
slightly above $800 per short ton, reflecting a
28.6% decline since the beginning of the year. A
significant shift in market dynamics is evident
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