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Homebuilder Confidence Improved in May

With Midwest Up the Most
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*» Homebuilder confidence recovered in May 2026 after a temporary dip in April,

with all three components of the NAHB index rising on the month.
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* The Midwest witnessed the highest homebuilder confidence. Sentiment in
both the West and the South was notably more pessimistic.

=  PNC expects mortgage rates to remain elevated this year, in part due to the
ongoing Iran conflict. Higher homebuilding costs and a softer labor market
could pose additional near-term headwinds to housing demand.

Details

The seasonally adjusted Housing Market Index
jumped to 37 in May 2026 from 34 in April, according
to the National Association of Home Builders (NAHB)
and Wells Fargo. This came in stronger than the
consensus expectation of 34. The HMI measures
sentiment among single-family homebuilders, with
readings below 50 signaling contraction.

Homebuilder confidence, which fell quickly in the
first half of 2025 and recovered somewhat in the
fourth quarter, reversed that modest rebound in
early 2026. Confidence entering 2026 was modestly
up from a near-decade low in mid-2025, but
remained well below its pre-pandemic peak of 76,
underscoring continued weakness in homebuilding.
The index also remained well below its long-run
average of 46, signaling below-average
homebuilder confidence amid a challenging
environment for homebuyers in 2026.

All three components increased in May.
Expectations for single-family sales over the next six

months, traffic for prospective buyers and present
single-family sales components were all up by three
points, to 45, 40, and 25, respectively. They were also
up from last year, signaling an improvement in
housing market activity from mid-2025.

Still, all three components remained below their
long-term averages. Present home sales and traffic
of prospective buyers were sharply depressed,
while the expectations component was down more
modestly. This points to persistently weak housing
demand in the first half of 2026. Expectations for
future home sales have deteriorated quickly in
recent months, moving closer to their mid-2025 lows
and showing increasingly sour sentiment amid
escalated geopolitical tensions in Iran.

Regionally, homebuilder confidence jumped the
most in the Midwest, up six points to 45, followed by
the Northeast, where confidence climbed five
points to 44. Confidence increased modestly in the
South and the West. Overall, the Midwest witnessed
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the highest homebuilder confidence level, at 45 and
surpassing the Northeast as confidence there fell
sharply in 2025. On a year-ago basis, confidence
rose five points in the Midwest, while other regions
increased more modestly. Homebuilder sentimentin
the Midwest and the Northeast now sits above the
long-term averages, in contrast to the South and the
West where confidence was significantly below
long-run averages and notably more pessimistic.

Homebuilding will remain weak over the near term.
Although U.S. employers have remained reluctant to
lay off workers and private-sector job growth
showed some improvement in early 2026—
averaging 76,000 jobs per month over the first four
months—housing affordability continues to pose a
significant challenge. The average 30-year fixed
mortgage rate declined from 6.9% in April 2025 to
6% in February 2026, according to Freddie Mac, but
this modest decline has been offset by heightened
uncertainty stemming from the ongoing Middle East
conflict, with rates now edging back toward 6.5%.
Meanwhile, the median existing home sale price
remained nearly $410,000 in recent months, leaving
affordability well below levels prevailing for most of
the past two decades. Housing demand will remain
weak under these conditions.

Meanwhile, rising energy prices started to spill over
into core sectors of the economy, driving up the cost
of homebuilding for prospective buyers. Prices for
construction input recorded a large monthly
increase in April, the second month of heightened
Middle East Conflict. In particular, the Producer
Price Index (PPI) for construction materials and
components jumped 0.9% and 0.6%, respectively,
far exceeding their paces earlier in the year and
long-run averages. PNC expects the Federal Open
Market Committee to hold the federal funds rate
steady for the remainder of the year and beyond.
Risks to mortgage rates remain skewed to the
upside amid the conflict with Iran. Elevated
geopolitical tensions, higher homebuilding costs,
and a softer labor market could pose additional
near-term headwinds to housing demand.
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Figure 1: NAHB Housing Market Index (SA)
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Disclosures

The material presented and the views expressed herein are of a general nature and does not constitute the provision of
investment or economic advice to any person, or a recommendation of any particular securities, financial instruments,
strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant
information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should
seek the advice of an investment professional to tailor a financial plan to your needs.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over
time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and
uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date
made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual
results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as
from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements.

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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