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Executive Summary

This presentation provides information and commentary about April 2012s housing
data and the intention is to provide an review of the current conditions in the United
States housing market. This report includes data for new home starts, new and
existing sales, building permits, housing completions, and construction spending.
Also included are comments concerning existing home sales, foreclosures and
distressed homes, economy and employment, housing demographics and trends, the
Eurozone, and conclusions.

April housing data reports included a small rise in housing starts andfamity
housing. New home sales are still staggering; while building permits, housing
completions, and residential construction spending increased.

Existinghomes al es ar e-bstunki ngboandmt he number
homes increased slightly from March. Existing home prices posted a small monthly
increase; however, Ca&hiller® reported declining yeasveryear prices. Private

investors remain key purchasers of foreclosures, bank REO homes, and existing and
new home sales- but their purchases declined in April.

Lastly, the Eurozone sovereign debt and bank solvency crisis is getting uglier and
more problematic with Spain still being the biggest concern (at the moment). This
month we provide analysis on Germany. Germany is the key player in the Eurozone
as its businesses drive the Eurozomwath all due respect to the other nations.
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Commentary on Housing

Opening Comments

Economic deterrents to a meaningful recovery are unchanged

A Feder al and some State goVe
A Personal debt Y Americans ¢
A Student | oan debt Y US $1 t
A European sovereign debt anc
drag on the worl dos econom)

A ChinaY most all financial news proclaims a slowing econorr
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New Housing Starts

Commentary

March 2012: Total starts remain distressed

717,000starts SAAR: 2.6% increase from a
revised March estimate of 699,000

From March 2011 to March 2012an increase of 29.9%

Overall Starts:

Total starts are up 50% from the 2009 low

Source: U.S. Department of CommeigAICS 23, Construction
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New Housing Starts
April 2012: Singlefamily (SF) starts

492,000starts (SAAR): increased 2.3% from the
March estimate of 481,000

From April 2011 to April 2012 a decrease of 4.4%

SF Starts:
SF starts are up 39% from the low

and about 39% of the way back to normal
I assuming 1.2 to 1.3 million SF starts

Source: U.S. Department of CommeigAICS 23, Construction



New Housing Starts

April 2012 Multi-family (MF) starts:

217.,000starts SAAR: 5+ MF units: increased 4.3%
from a revised March estimate of 208,000

FromApril 2011 toApril 20127 an increase of 75.0%

8,000starts SAAR: 24 MF unit estimate for April

MF housing is still critical for overall housing starts

MF unitsconsumeonly aboutl/3 ofthe lumber
used to construct a SF home

= Source: U.S. Department of CommeigAICS 23, Construction



New Housing Starts
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TOC *2012 is an estimate from U.S. DATAICS 23, Construction data Source: U.S. Department of CommeNAICS 23, Construction



Housing Permits

April Building Permitsi privately-owned housing:
/15,000 units (SAAR)

7.0%below the revised March rate of 769,000
23.7% above the March 2011 estimate of 578,000

SF authorizations
445,000 SAAR: 1.9% above thevisedMarchfigure of 466,000

MF authorizations

5 units or more: 217,000 SAAR in April
2-4 units: 8,000 SAAR in April

TOC Source: U.S. Department of CommeigAICS 23, Construction
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Housing Completions

April Completionsi privately-owned:
651,000 units (SAAR)

10.0% above the revised March rate of 592,000
20.1%abovethe March2011 estimate of 542,000

SF completions
489,000: 11.4% above the March estimate of 439,000

MF completions
158,000:11.3% aboveéhe March estimate df42,000

Source: U.S. Department of CommeigAICS 23, Construction



New Single-Family Home Sales

April 2012 new SF home sales: 343,000 (SAAR)

3.3% above the downwardly revised March rate of 332,
9.9% above the March 2011 estimate of 312,000

Apri |l 6s new home sal es
are still bottombouncing

ésimilar to April 0s

ToC Source: U.S. Department of CommeidaICS 23, Construction



New Single-Family Home Sales

Median new house sale priceNfarch :$235,700
Average Marchouse salgrice: $282,600

AAverage sales price decreased 1.1% montrmonth

Esti mate of new homes ayv
146,000 (SAAR)

April 2011s available number was 174,000
both can be consi der ec
homes In a historical context

TOC Source: U.S. Department of CommeigAICS 23, Construction



Existing House Sales

April Existing Sales
National Association of Realtors (NAR) April 2012 sales data:

4.62 million (SAAR): An increase of 3.4% from
a downwardly revised 4.47 million in March

Exi sting housing iIinventory 1 nci
a 6.6month supply at the current sales pace

Listed inventory 1220.6%belowApril 2011
$177,400median existinghouse price, uf0.1%from April 2011

ne the median price iIs 1 mpacted
fewer lowend foreclosures for sale this year and that pushes up the
me d i a n ?-pQCaicutated Risk

=) Sourcel NAR®, April 21 2012;? www.calculatedriskblog.com; May 23, 2012



Existing House Sales
April Existing Sales

Distressed houses: 28% of sales
(17% foreclosures and 11% shedles)
Distressed house sales: down from 29% in March
and 37% in April 2011

All -cash sales: decreased to 29% (32% in March)

Investors account for the majority of cash purchases: 20%;
21% in March 2012 and 20% in April 2011

Firsttime buyers: increased to 35% from 33% in March;
decreased yeanveryear: 36% in April 20141

Source! NAR®, May 22 2012
TOC



Existing House Sales
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private investors pull out of the market and/or reduce their purchases?

TOC Data source: NAR May 22 2012



Construction Spending
April Private Construction: $256.1 billion (SAAR)

2.8% above the revised March estimate of $249.1 billion

April SF construction: $119.42 billiofAAR)
March SF construction: $117.35 billig8AAR)

April MF construction: $18.00 billiogSAAR)
March MF construction: $17.30 billiogfsAAR)

April Improvement* construction: $18.65 billion(SAAR)
March Improvement construction$114.43 billion(SAAR)

Private residential spending: increased 14% from the 2009 |
but is 62% less than 2006s maximum

A The US DOC does not report improvements directly, this is an estimation.
ToC Source: U.S. Department of Comme«€80 Construction



Construction Spending

ArRriL 2012 CONSTRUCTION STARTS

AResidential building in April grew 1% to $148.0

billion (SAAR) SF housing continued to edge MoNTHLY SuMMARY oF CONSTRUCTION STARTS
upward, rising 2%, and revised statistics show tt Prepared by McGraw-Hill Construction Research & Analytics
it has now registered modest improvement in 10
M C S

the paSt 12 months' Seasonally Ad?:sTt';tiYAn?atZﬁ?uactygNln Iv:\iﬁ;sns of Dcllars
é S F h ous | n g | n A p r | I Vv April 2012 March 2012 % Change

A Nonresidential Building $137.732 $121.306 +14
average monthly pace for 201M F. hou I [ — b s i i
Settled baCk 1% after Its 6% galn N the preVlOUS Nonbuilding Construction 245.565 213.323 =15
month.é MF housing i n APpTr | Tora Constucton $531,332 $480.786 +11

to its average monthly pace for 2011.

THE DODGE INDEX
{Year 2000=100, Seazonally Adjustad)

Residential building yeao-date advanced 18%, o0l 11
with SF housing climbing 21% while MF housing March 2012, 102
rose 7%.

YeAR-TO-DATE CONSTRUCTION STARTS
Unadjusted Totals, In Millions of Dollars

Useful perspective comes from looking at twelve

month mOVing tOtaIS’ in thIS case the twelve Nonresidential Building 4M§:88'.:90512 4M;:'Sl..5‘21T1 "°§:a"qe

mont hs endi nrgsidéngat Quilding2 C residential Building 43,905 37,167 +18

up 138-%dcGraw-Hill Construction e s Sl 191 =3
TOTAL Construction €138.155 $133372 +4

ToC Source:2http://dodge.construction.com/Analytics/marketdynamics/2012/may_forecast.asp; May 22 201



ResidentialRemodeling:March 2012

March Residential Remodeling Permits: 2,780,808 SAAR

1% below the revised March estimate: 2,811,000 and is
10% abovd-ebruary2011s 2,552,000 permits

nOveral | | March 2012 had | ower

saw significantly greatehanexpected activity, likely due to the
unseasonabl y wa%-noemison BuldFaw, & RR&D e

Latest BFRI Release

F
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TOC Source*www.buildfax.com/public/remodeling/index.html; May 2012



ResidentialRemodeling

Rise in Residential Investment May Help
Home Depot-L o we 0 s

n P r i-resadengal fixed investment, which includes major
replacements such as new roofs and improvements like finishing e
basement, rose 9.1% from a year earlier to an annualized $360.7
billion for the three months ended March 31.

ét he fourth consecutive quart
fastest pace of yearly growth

Privateresidential spending which accounts for about 2.3% of GDI
--1s highlycorrelatedvith comparablestoresaledor HomeDepotand
L o w ehievo largestUShomeimprovement et ai® er s é.

ToC Source®www.bloomberg.com/news/201@5-10/risein-residentialinvestmenimay-help-homedepotlowe-s.html; May 10 2012



Standard & -Shideor O s
Home Price Indices

0 S & P/ &hilereHome Price Indices Pace of Decline in Home
Prices Moderates as the First Quarter of 2012 Emds

National composite: decreased by 2.0% in thgularter of 2012
and down 1.9% vs. thethuarter of 2011

neall three headl I figparterof2@d s i
atnewposc ri si' s | owseé . O

AThe National Composi t'aeéartes 20d6qeak,
In addition to recording a new record low. The 40d 20City Composite
mimic these results; also down about 35% from their relative peaks and
new lows. While there has been improvement in some regions, housing
pri ces haWeDavidBRitzet, Ghaimandobthe Index Committee
at S&PIndices

TOC Source®CaseShiller® and CaseShiller Indexe8 and Fiserv, May 29 2012



Standard &P o or 0 sShillera s e

S&P/Case-Shiller U.S. National Home Price Index
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Standard &P o or 0 sShillera s e

S&P/Case-Shiller Home Price Indices
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Contrarian Views of Housing Prices

=L LS e N RS ol fut BF 2 s A L TR e L A e =

AlSI Group: House prices are continuing to improve in M&}'s house price survey, which covers ovel
40 residential real estate agents around the country, continued to improve this week, suggesting e:
house prices, which surged in April, improved furtheMia y’. ©

fWe still expect a national bottom in home values later this year, but there is now additional upside
in this forecast as tight inventory of feale homes, fueled in part by high negative equity which is
preventing many homeowners from selling, is creating acute imbalances of supply and demand in
markets. Jolgrowth and negative equity remain major factors in the housing market and ones that
cast long shadows over thee ¢ o ¥ -e DryStaoaHumphries, Chief Economigtillow

TOC Source’http://soberlook.com/2012/05/twusingmarketis-beginningto.html, May 28 20128wvww.zillow.com/blog/research/2012/05/30, May 30 2012



U.S. Zillow Home Value Index March 2012
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N € wexpect national home values to fall 0.4% over the next year. While we are encouraged by st
data in March, it is too early to call rising home values a trend as we still expect some modest dec
national home values this year with a definitive national bottom later this year or early’@314llow
Home Value Forecast

TOC Source®http://mww.zillow.com/blog/research/2012/05/25/howauescontinueto-climb-in-april, May 25 2012



Home Price-to-Rent Ratio

P
Price to Rent Ratio ?ﬁmces
180
The horizontal line represents the average ratio over the

160 entire time period; the ratio is scaled to average 100.
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A Acomparison of price to rents suggests that prices are moving towards where buying is favored over renting. T
background is that while prices are back to the levels of 2002, the decline has not erased all of the gains since p
began climbing rapidly in the 199800 period.

A bigger factor in the current market is the availability of mortgages. While currently very low interest rates comb
with falling home prices to make buying a house easier to afford than a few years ago, buyers still need to qualif
mortgageHowever data from the Feder al Reserveds Senior L
banks have eased their qualification guidelines in the last few.@g)al’Swrce:lOhttp:/ANww.housingviews.com, June 7 2012

TOC



Renter Nation

A Nation Of Renters
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A T h are tevo important issues in this chart. The first, and most obvious, is surge in homes
being rented versus owned. The second is that home occupancy rates are only 1/2% higher
today than they were during the recession. As | stated b&fgreu must look very hard to

find a housing recoverly e rlle-Ladice Roberts

TOC Sourcelwww.streettalklive.com/dailx-change/93%ousingrecoveryhopeandreality.html; May 29 2012



Housing Vacancy

Vacant Housing Held Off Market
as % of Total Housing Units
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fiOne issue that will continue to confound the real estate market in the near term is the level of inventory thatis b
held off market for various reasons. This does not include the shadow inventory balakisyvhich is an additional
issue.

Today, roughly 1/3 of all homeowners are underwater on their mortgages. Therefore, it is no surprise that many &
holding homes as long as possible hoping for a price recovery. However, at some pointtheselzounséspalong
with the excess shadow inventory and trapped homeowners, will come to market either due to force or desperati
The excess supply will continue to pressure home prices, more supply than demand, in the future further exacert
the problem for those already drowning in their hoAée Lance Roberts

Source Mwww.streettalklive.com/daikx-change/938ousingrecoveryhopeandreality.html; May29 2012
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Housing Bottom and Recovery

Home Ownership Rate Back To 1980 Levels
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AUltimately there is only one truth to whether there is really a housing recovery or not. How many people own a ht
If new and existing home activity, as seen in recent reports, is truly on the rise then we should see the number of
i ndi vidual s that ar e n.hWwhiete level ofddome ownershiplt ditet im thesddy &0's

it took more than a decade before housing, and consequentlyfhonven e rtrglyhbegaroto recoveMhile there is a
tremendous amount of hope for a housing recovery in 2012, just as there has been during the last 3 years, the si
realityisthatdir e al rmaybe & veny g time away.

Is there a bottom in housing? It is entirely possible. However, for all the reasons stated herein, both financial, eco
andpsychologicalf he fical |l so f or a housi nThisis particolarlg trug if oorastimabian
of an economic recession in the next 18 months comes to fruitloastrains on the housing market caused by a
recession will cause a secondary decline in housiing.reality of a recession is not a questioriiaf d @ is only a

question ofi w h eamddhow bad will it b2, & - LanceRoberts

TOC Sourcelwww.streettalklive.com/daikx-change/938ousingrecoveryhopeandreality.html; May 29 2012
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Housing Bottom and Recovery

The following slides are excerpted from recent presentation
by James Bullard.

Mr. Bullard is the CEO and President of The Federal
Reserve Bank of St. Louis. He is known for being quite
frank on economic matters and is privy to data that very
few individuals in the US have access.

He gives a very sober assessment of the US housing
market and what the Federal Reserve Bank can or cannot
do to stimulate it.



The Aftermath of theHousing Bubble

FEDERAL RESERVE BANK of ST. LOUIS

ﬁ IIStneIther feaSIble nor CENTRAL loAMéRlCA'S ECONOMY™
desirable to attempt to-eflate
the housing bubble. The bubble

did a lot of damage and should | . , . . ‘
not be repeated. Scaring off a generation of potential homeowners?

POIiCy ShOUId be direCted to Home Sales and Affordability
encouraging markesased Thowans i
adjustment as quickly as sidh s iy
possible. Allocating losses to ——Home Sale (ef scal)
one group or another is not | s ORI R A Pl
helpful in a macroeconomic N W - E
sense. W \ A LY

6000 ~t } o ‘.' \‘ ‘.' ¥ -
The collapse of the housing N N J* ak
bubble may have shifted AN Y ¥ ¥
preferences for home T 7 15 L
ownership. e i | ‘ U\ 1
In particular, the rertersus N VA A ' T L F A b
own decision has shifted WA AV |
decidedly in favor of renting'® o , L

JAMES BULLARD Source: National Association of Realtors. Last observation: April 2012 and March 2012.

TOC Source http://research.stlouisfed.org/econ/bullard/pdf/BullardBipartisanPolicyCenter5June2012Findapdf9 2012
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Housing Bottom and Recovery

Average LTV ratios remain far above historical norms

Average Mortgage Loan-To-Value Ratios:
Percent All Homeowners vs.Mortgaged Homeowners Only

D - .
1. Average LT Vratio of

o0 mortgaged
homeowners
80

- - ~Mortgaged-
homeowner average,
1970-2005

70

ol

=-=eAverage LTV ratio of
all homeowners

o FraTeTelI i
0 e _i'xlllluuuem‘iqer N
) average, 1 970-2005
10

0 i |

Q1.1970 Q1.1980 Q1.1990 Q1.2000 Q1.2010

Source: Federal Reserve Flow of Funds Accounts and Survey of Consumer Finances; author s calculations.
Last observation: O4-2011.

JAMES BULLARD

Too much debt

N T leresis has saddled U.S. households with much more debt than they intended to take on.
This is the first U.S. recession in which deleveraging has played a keyé&ole

Source http://research.stlouisfed.org/econ/bullard/pdf/BullardBipartisanPolicyCenter5June2012Findiayd?9 2012



Housing Bottom and Recovery

Reducing high LTV ratios

Relationship between house-price appreciation and mortgage rate in reducing

LTV from 90% to 60%

How long does it take to cut Mortgage rate
LTV from 90% to 60%? 4% 504 6%
Annual 0% 15 years 15 years 17 years
house-price 2% 10 years 10 years 11 years
appreciation
4% 7 years 7 years 8 years
Assumptions

sFixed-rate, level-payment, fully amortizing mortgage.
"No partial prepayments.
»Simple annual house-price appreciation rates.

N Sup wotkink of58.4% ag h e @ n o rtonallegatid. o a n

U.S. homeowners have about $9.8 trillion in debt outstanding against $490 billion of eqt
To get back to the normal LTV, households would have to pay down mortgage debt by &
$3.8 trillion, aboutongg uar t er of one year 6s GDP.

This will take a long timelt is not a matter of businesycle frequency adjustmentd

TOC Source http://research.stlouisfed.org/econ/bullard/pdf/BullardBipartisanPolicyCenter5June2012Findiayd?9 2012



Geographic Aspects of the Housing Bubble

TOC Source ?http://research.stlouisfed.org/econ/bullard/pdf/BullardBipartisanPolicyCenter5June2012Findiaydi9 2012




















































































