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The statement released by the Federal Reserve following its latest monetary policy meeting mentioned that, in determining the pace of 
future rate increases, the Committee would take into account “the lags with which monetary policy affects economic activity and 
inflation.” Asked to provide more details on that topic at the press conference which followed the rate announcement, Chairman Jerome 
Powell stated that, although monetary policy worked with long and variable lags, newer literature suggested transmission times might be 
shorter today than in the past because movements in financial conditions now happened ahead of the central bank’s moves. Powell then 
said it would be irresponsible for the Fed to ignore this new research but admitted that a great deal of uncertainty remained around the 
subject of lag times. The whole question may seem academic, but it is of vital importance for the conduct of monetary policy. If 
transmission times are indeed faster, the impacts of monetary tightening would be felt more quickly and the chances of seeing a de-
anchoring of inflation expectations would be lower. This would in turn allow the Fed to stop raising rates sooner. But how will the central 
bank know? Looking solely at inflation and employment will not help, as these are lagging or coincident indicators. Instead, the Fed should 
focus on leading indicators. Specifically, it should pay more attention to housing. It’s true that real estate accounts for just a small part of 
U.S. GDP, but it tends to react faster to changes in interest rates. And boy is it reacting now! As today’s Hot Chart shows, home resales 
have collapsed since the Fed started raising rates earlier this year and the scale and speed of the decline has had nothing in common 
with what had been observed in prior tightening cycles. To be sure, transactions have contracted every single month this year (the longest 
streak in data going back to the 1970s) and now stand at their lowest level in nearly 11 years. And while some commentators are keen on 
describing this process as a mere return to normal following the pandemic boom, we see it as an indication that monetary policy is more 
restrictive than would appear, something that is being masked in consumption data by excess savings accumulated during the pandemic. 
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U.S.: Housing freeze hints at rapid transmission of monetary tightening
Monthly change in home resales in the two years following the beginning of Fed tightening phases

Number of months since beginning 
of monetary-tightening phase

1983

2022

1987
1994

1999 2004

2015

NBF Economics and Strategy (data from Bloomberg)



 

Economics and Strategy 

Hot Charts 

Economics and Strategy 

Montreal Office  Toronto Office 
514-879-2529 416-869-8598 

Stéfane Marion Matthieu Arseneau  Warren Lovely 
Chief Economist and Strategist  Deputy Chief Economist  Chief Rates and Public Sector Strategist 
stefane.marion@nbc.ca matthieu.arseneau@nbc.ca  warren.lovely@nbc.ca  

Kyle Dahms Daren King, CFA Jocelyn Paquet Taylor Schleich 
Economist Economist Economist Rates Strategist 
kyle.dahms@nbc.ca daren.king@nbc.ca jocelyn.paquet@nbc.ca taylor.Schleich@nbc.ca  

Alexandra Ducharme  Angelo Katsoras   
Economist  Geopolitical Analyst   
alexandra.ducharme@nbc.ca angelo.katsoras@nbc.ca   

General 

This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), an indirect wholly owned subsidiary of 
National Bank of Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange.   

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may 
be subject to change without notice.  The information is current as of the date of this document.   Neither the author nor NBF assumes any obligation to update 
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and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this 
Report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual 
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relation to securities or markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any 
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This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate 
distributing this Report is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself 
before reading it that NBF is permitted to provide this Report to you under relevant legislation and regulations.  

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.  
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NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market 
conditions change, may amend or change investment strategy including full and complete divestment. The trading interests of NBF and its affiliates may also be 
contrary to any opinions expressed in this Report. 

NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services.  As well 
NBF and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases 
and/or sales of these securities from time to time in the open market or otherwise.  NBF and its affiliates may make a market in securities mentioned in this 
Report.  This Report may not be independent of the proprietary interests of NBF and its affiliates. 

This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the 
publication and distribution of research Reports, including relevant restrictions or disclosures required to be included in research Reports.   
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substantial risk and are not suitable for all investors. The investments contained in this Report are not available to retail customers and this Report is not for 
distribution to retail clients (within the meaning of the rules of the Financial Conduct Authority).  Persons who are retail clients should not act or rely upon the 
information in this Report. This Report does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for 
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With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) which is regulated by the Financial 
Industry Regulatory Authority (FINRA) and a member of the Securities Investor Protection Corporation (SIPC), an affiliate of NBF, accepts responsibility for its 
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This report is not a research report and is intended for Major U.S. Institutional Investors only.   
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With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA”)which is licensed by the Securities and Futures 
Commission (“SFC”) to conduct Type 1 (dealing in securities) and Type 3 (leveraged foreign exchange trading) regulated activities, the contents of this report 
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There may be conflicts of interest relating to NBCFMA or its affiliates’ businesses. These activities and interests include potential multiple advisory, transactional 
and financial and other interests in securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which 
are managed by NBCFMA or its affiliates that may purchase or sell such securities and instruments.  
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