Builder confidence hits lowest point since 2023 amid tariff woes and rising costs
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Builder confidence in the United States housing market has experienced a significant downturn, with the National Association of Home Builders (NAHB) housing market index plummeting to its lowest level since November 2023. The index fell to a reading of 34 in May, surprising analysts who had anticipated a steadiness at 40. This marked a sharp decline in builder sentiment, driven largely by ongoing uncertainties surrounding tariffs and rising material costs.
The sharp decrease in confidence is deeply troubling for the housing market, as it signals falling expectations for key areas like single-family home sales and buyer traffic. In fact, a staggering 78% of builders have cited tariff-related concerns as impacting their pricing strategies and overall costs. Despite this bleak outlook, there is cautious optimism following recent trade discussions initiated between the United States, the UK, and China, which could lead to some easing of these tensions. It is telling that most of the survey responses were gathered before the May 12 agreement between the US and China to temporarily halt tariff hikes for 90 days, suggesting that future sentiment may improve if these discussions produce tangible results.
The ramifications of declining builder confidence extend beyond immediate market sentiment; they could negatively impact housing stocks as investors grapple with worries about supply chain stability amid fluctuating prices. The possibility of sustained uncertainty is palpable, and analysts warn that without a resolution in trade negotiations, the challenging environment for builders and housing stocks may persist. However, as recent data indicated, housing conditions could improve in the months to come, offering a sliver of hope for both builders and investors alike.
The current situation is closely tied to a broader economic picture characterised by rising mortgage rates and increasing construction costs, which are weighing heavily on affordability. The NAHB/Wells Fargo Housing Opportunity Index recently reported that only 37.4% of homes sold in the summer of 2023 were affordable for families earning the median US income of $96,300. This represents the lowest level of affordability in over a decade, further underscoring the predicament facing potential homebuyers and builders alike.
In February 2025, the NAHB noted a similar decline in builder confidence, with the index reading falling to 42. Concerns over tariffs and elevated mortgage rates continued to dominate the conversation, creating a difficult landscape for home builders. The insights from NAHB Chairman Jerry Konter highlighted the pressing need for additional housing supply to improve affordability, while Chief Economist Robert Dietz pointed out that increased costs from tariffs on materials, particularly from Canada and Mexico, have complicated the situation further.
As the housing market navigates these turbulent waters, the outcomes of ongoing trade negotiations could dictate the direction of builder confidence moving forward. Companies such as Maersk have welcomed the recent truce between the United States and China, expressing optimism about the potential for a more stable trading environment that could indirectly benefit the housing sector. As these talks unfold, both builders and market analysts will be closely watching for indications of how international trade relations might influence domestic economic conditions.
Ultimately, while current builder sentiment reflects significant challenges, the evolving landscape of trade discussions could herald a period of renewed optimism. Until concrete resolutions materialise, however, both builders and potential buyers will need to exercise caution, as the stability and affordability of the housing market remain precariously balanced.
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