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OVERALL OUTLOOK

As of November 2020, the COVID-19 pandemic still
governs our daily lives. Without a vaccine, economic
uncertainty is the new normal. Responding to the
Center for Disease Control (CDC) efforts to control

an exponential surge of the virus, governors across the
nation imposed partial economic shutdowns - limiting
nonessential business operations, closing schools, and
restricting social activity. This COVID surge comes

as Oregon recovers from late summer wildfires, the

most destructive wildfires in state history, that took at
least 11 lives, burned over 1 million acres, destroyed
4,009 homes, entire towns, businesses, livelihood, and
an estimated 15-billion board feet of timber. In fact,
Oregon construction jobs were the most adversely
impacted employment sector during wildfire evacuations
contributing to high Q3 unemployment rates compared
to last year - both national and statewide October 2020
unemployment rates at 6.9% compared to 3.4% last year.
Even as Oregon got a one-two punch with COVID and
wildfires, its construction sector remains in the essential
business category allowing Q3 2020 housing production
to keep humming along, primarily in the low-density
single-family market, at a steady but slow pace.

NATIONAL HOUSING PRODUCTION: DEMAND SHIFTS TO
LOW-DENSITY HOUSING

Nationally, Q3 2020 residential construction contributed
15.5% to the gross domestic product (GDP), down 16%
in Q2 — but, the highest share of the GDP for housing
since the summer of 2008. Residential construction was
up 8.6% year-to-date, with the Midwest and other lower
density markets leading the way. Single-family building
increased 6.4 percent to a 1.18 million seasonally adjusted
annual rate. In fact, even as unemployment levels remain
high, low interest rates are driving high demand, creating
the prefect formula for strong confidence in building
single-family homes: October 2020 was the highest
national residential production rate since Spring of 2007.

The NAHB/Wells Fargo Housing Index, which measures
home builder confidence, hit an all-time high of 78 in
August 2020, principally bolstered the current low supply
of new home inventory. In U.S. cities, even as overall
construction biannual count dropped by 40-cranes, 455 to
415, from Q1 to Q3 2020, residential projects accounted
for 40% of all cranes, the most of any sector. In fact,
construction starts experienced a boost within the single-
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TABLE 1.1
STATE OF OREGON
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TABLE 1.2
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“Covid has not gone away,
yet the demand for projects
appears to have spiked up.”

STACIE W. SANDERS | Housing Production Report 3

family home sector, the single-family housing for

rent (SFHER).

In Q3, Portland’s MSA and suburban areas experienced
a similar uptick in lower-density single-family dwelling
new construction permits in July and August. But, this
is where the national similarities end and the Portland,
Oregonian contrast begins. Hampered by the summer
wildfires, supply chain material and labor shortages,
projects are generally more expensive and are taking
longer to complete. And, compared to last year, the total
new permit count is down dramatically.

PORTLAND HOUSING PRODUCTION:
GEOGRAPHIC SHIFT TO SUBURB AND EXURBS

First, taking a look at the similar national trend, as we
see in Table 1.1, Q3 2020 statewide housing production
shifted from high density new construction multifamily
to single family and other low-density smaller detached
dwellings under 5-units. Notably, MFD new permits
started low in July with only 28 and steadily declined to
8-new permits through September. While lower density
duplexes, triplexes, and under 5-units, followed the same
trend as SFD permit patterns, peaking in August with a
decline in September.

In the four Portland county areas that the CRE
Quarterly analyzes — Multnomah, Washington,
Clackamas, and Clark, the low-density trend continued
from high density central city core to the more open-
space city edges — to the suburban and exurban areas.
In fact, the Q3 2020 Table 1.2 shows all four counties
shifted gains away from multifamily dwelling new
construction permits to single-family permits.

The two suburban counties, Clark and Washington,
experienced the most positive gains in both single-family
and multifamily new construction permits - with 1,081-
SEDs in Clark, and 389-MFDs in Washington. The
more densely populated Multnomah County lagged
behind in both property types — with 213-SFDs and
208-MFDs.

Q3 2020 Portland MSA also followed the national
and suburban trend, with gains in lower density non-
multifamily buildings with 5+ units. Table 1.3 shows
gains in single family new permits, and with triplexes,
quadplexes.



TABLE 1.3 ALL PERMIT COUNTS DOWN FROM 2019 TO 2020
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stressed the supply side as builders draw from the same
sources making it challenging to meet high residential
construction demand. Shortages in steel, surfacing and
case goods are limited. The shortage of lumber has
caused a shift for substitutes such as plywood, causing
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“Our builders in our region
are some of the hardest
working people you'll ever
meet, but in the situation we
have today, its impossible for
them to build to the demand
of the market.”

(Brad Bennington, Executive Officer of Governmental Affairs, at the
Builders Association of Southern Oregon: September 22, 2020)

"Average New Home Price
Now $16,000 Higher Due to

Lumber”

(NAHB August 2020)
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substitute shortages.

Whereas lumber prices were already up because of tariffs
with China, the Oregon wildfires have now caused
lumber shortages and additional price increases. The
higher productions costs risk impacting the middle-
housing market.

With higher for-sale prices, low inventory, and high
demand for more elbow-room COVID-living space, it
is not surprising that the single-family homes in the for-
rent submarket experienced an up-tick in production.

AFFORDABLE HOUSING IN THE COVID ECONOMY:
UPTICK IN THE FOR-RENT SINGLE-FAMILY DWELLING
PRODUCTION

Included in the single-family dwelling data is the
resurgence of the more affordable single-family homes
for rent (SFHFR) market. Compared with Q3 2020
production increased by 27% compared to Q3 last

year. According to NAHB, a total of 14,000 units were
built in 2020 compared with 11,000 units in Q3 2019.
Although the construction configuration is different, the
SFHFR market niche produces nonsubsidized for-profit
affordable housing as a single-family dwelling for-rent
product. It meets the increasing demand for more rental
living space as people must continue to work/study at
home during the pandemic. These for-rent consumers
receive the spatial and mobility benefits of living in

a rental single-family dwelling without the financial
burden of a hefty down payment as is required in the
for-sale market. This continues the demand trend for
single-family dwellings.

CONCLUSION

The confluence of events — the COVID pandemic and
the summer wildfires, has created a mixed-bag of new
permit housing production levels in Oregon. What is
clear: right now, there is a geographic shift and structural
construction shift from high density multifamily
dwellings to low-density and suburban housing
production. Whether or not this is a permanent shift
remains to be seen.



RESOURCES

1. “ Oregon’s 2020 Wildfire Season Brought a New Level of Destruction...”
by Zach Urness; Salem Statesmen Journal; November 17, 2020. https://www.
statesmanjournal.com/story/news/2020/10/30/climate-change-oregon-wild-

fires-2020/6056170002

2. “After the Fires, Timber Industry Faces ‘generational’ Losses and Lon-
ger-Term Supply Question” ; Updated Nov 23, 2020; Posted Nov 22, 2020;
https://www.oregonlive.com/wildfires/2020/11/after-the-fires-timber-industry-
faces-geneational-losses-and-longer-term-supply-questions-of-supply.html

3. ”U.S. Unemployment Claims Rose to 778,000 Last Week” by Sarah
Cheney Cambon; Wall Street Journal; November 25, 2020; https://www.wsj.
com/articles/weekly-jobless-claims-coronavirus-11-25-2020-11606249439

4. “Housing Impact on the GDP Q3; Forest Economic Advisors; October 30,
2020; hteps://getfea.com/end-use/housings-impact-on-the-gdp-in-q3-2020;.

5. “Single-family Starts: Best Pace Since Spring 2007”; NAHB, Eye on Hous-
ing, by Robert Dietz, November 18, 2020 http://eyeonhousing.org/2020/11/
single-family-starts-oct/

6. Bureau of Labor Statistics:
7. NAHB 2020: IBID

8. https://www.mckeehomesnc.com/blog/new-home-construction-cost-in-
creases/

9. Report: Crane Counts in North American Cities Drop for the First Time
Since 2017 by Zachary Phillips; October 6, 2020; Construction Divehttps://
www.constructiondive.com/news/report-crane-counts-in-north-american-cit-
ies-drop-for-first-time-since-201/586411/

10. “After the Fires..”IBID

11. Oregon Unemployment Rate Improved in August, Now Below National
Figure by Rob Manning; OPB; September 15, 2020, 4:07 p.m.; hteps://www.
opb.org/article/2020/09/15/oregon-unemployment-rate-improved-in-au-
gust-now-below-national-figure/

12. Bureau of Labor Statistics: https://www.bls.gov/eag/eag.or_portland_msa.
hem

13. “Wildfires in Oregon: Businesses and Jobs in Evacuation Zones”; October
1, 2020; Southern Oregon Business Journal; https://southernoregonbusiness.
com/wildfires-in-oregon-businesses-and-jobs-in-evacuation-zones/

14. hteps://katu.com/news/local/oregons-coronavirus-outbreaks-sur-
pass-20-as-statewide-infections-near-20000

15. “China Trade and COVID-19: A One-two Punch Hitting US Hardwood
Producers” by Peter Buxbaum; American Bureau of Transportation; Fred
Keller; https://keller.house.gov/media/in-the-news/china-trade-and-covid-19-
one-two-punch-hitting-us-hardwood-producers

16. National Association of Homebuilders: August 21, 2020. http://nahbnow.
com/2020/08/average-new-home-price-now-16000-higher-due-to-lumber

STACIE W. SANDERS | Housing Production Report




