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Negative News, NVedia:!

e Bubbles Wil Burst
e Balloons Will"Pop
o Prices Wil Eall 30% ) te 40%

s Housing Downturn Willf Send
Economy. Intor Recession




Current Housing Market: Sitiauen

Housing — A Drag te the Economy,
18-month Housing Recession Near Over:
Stabilizing Home Sales

Home: Inventories, Ealling - Modestly,
Builders Cutting Preduction

Months Supply lepped @ut

Viertgage Applications, Stabilized
Viertgage: Rates — StillfEFavoerable

Home: Price Declines, Attracting| Buyers
HousIng Afferdability: Impreving

Lag Variables Rising — Delinguencies and
[Foreclosures




All Real Estate Is |Local

o ocal Demand and Supply.
o ocall Employment

o| ocal Politics

sPrices Go Up or Down in
Lecal Markets




Unigue Housing Cycle

o Past declines associated with

— Job losses

— Very high deuble-digit mertgage rates
» Current declines eccurring while

— Jobs being created

— Rates at near historic lows
— Good economic fundamental
e CUrrent declines from

— Affiordability problems in previously hot
markets

— [nvestor flight
— Psychology/Media scare




Rates -- Near 45-yealf COWS

Mortgage Rate

1970s 1980s 1990s 2000s

9% average 13% average 8% average 6.5% averag
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Construction Jensi New: Ealling

Total Payroll == All Construction Residential Construction

Source: NAR




Mortgage: Delinguencies

- Prime Subprime

/

Job Losses Hom

Boom

9.0

6.0

3.0

O_O T T T T T T T T T T
g & & &S
Source: MBA




Mortgage Loan Foreclostes:
All' Action IR the SUbPHIMmES

- Prime Subprime

Source: MBA




Mortgage Obligation to Income —
Worrisome in the West

— South West — Northeast Midwest

Source: NAR




High Sub-prime Orginaions
during| the Beem

(2004 and; 2005)

Source: HMDA




Reasons Why: Reall Estate Wil
Expand & Prices Wil Grew
In Next 10 years

« Baby Boomers
« Boomer Children
— Second largest population greup

— Soon te be first-time hemebuyers
o Projected LLow Envirenment
o Binth Rate Aboeve Death Rate
Health Care Tech — Retirees Living Longer
High Iimmigration Growth
Projected Low! Interest Rate Environment




US Housing Price General Suiniman

 House prices were basically flat i the
second guarter despite tightening credit
policies, rising fereclosure rates, and
weakening buyer sentiment,” said
Lockhart. “ Significant price declines appear
localized in areas with weak econoemies or
Where price increases were particularly
dramatic during the housing boom.”

o Seurce: WWw.efheo.goV




National Housing OutieoKk

2006

20)0)7/

20)0)¢

Existing-Home Sales

6.48 million

6.42 million

6.66 million

New Home Sales

1.06 millien

0.95 million

0.98 million

Housing Starts

1.80 millien

1.50 millien

1.56 million

30-Year FRM

6.4%

6.5%

6.5%

1-Year ARM

5.5%

5.5%

5.2%

Existing-Home Price
Growih

1.0%

1.2%

3.1%




Thank You!
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