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Housing Scorecard

M/M
Housing Starts £ 0.3%
Single-Family Starts 2 0.3%
Housing Permits & 0.7%
Single-Family Permits 2 2.0%
Housing Completions & 5.1%

New Single-Family House Sales= 6.0%

Existing House Sales e 1.8%
Private Residential

Construction Spending NC 0.0%
Single-Family

Construction Spending 2 1.3%

YIY
9.5%

10.1%

10.1%
4.8%
3.5%

8 g & g 8

8.7%
4.5%

3B

3B

& 5.4%

& 6.3%

M/M = month -over-month; Y/Y = year-over-year; NC = no change

Source: U.SDepartment o€ommerceConstruction;*National Association of Realtdt§NAR®)
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Housing Data

May April May 2015
Total permits* 1,138,000 1,130,000 1,266,000
Singlefamily permits 726,000 741,000 693,000
Multi-family 2-4 unit permits 31,000 32.000 34,000
Multi-f ami Iy O 5 wunit pggapowi ts 357000 539,000
Total starts 1,164,000 1,167,000 1,063,000
Singlefamily starts 764,000 762,000 694,000
Multi -family 2-4 unit starts** 4,000 14,000 9,000
Multi-f ami Iy O 5 wunit sdgagot s 391,000 360,000
Total completions 988,000 940,000 1,024,000
Singlefamily completions 717,000 701,000 647,000
Multi-family 2-4 unit completions** 8,000 9,000 7,000
Multi-f ami Iy O 5 unit ®mmoagop! et i233090 370,000

* All data are presented at a seasonally adjusted annual rate (SAAR
** US DOC does not repo-4 multi-family startsand completions directlyhis is an estimation
Source: U.S. Department of Commef@enstruction: www.census.gov/construction/nrc/pdf/newresconst.pdf; 06/17/16
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Housing Data

\EY April May 2015

New singlefamily sales 551,000 586,000 507,000

Median price $290,400 $320,200 $287,400

Existing sale3 5,530,000 5,430,000 5,290,00

Median price $239,700 $230,900 $228,900
Private ResidentiaConstruction $451.9 billion  $451.7 billion $428.7 billion
SF construction $239.2 billion  $242.3 billion $225.0 billion
MF construction $61.4 billion $60.3 hillion $49.6 billion
Improvement construction $151.2 billion  $149.1 billion $154.1 billion

aNAR®
bTheUS DOC does not report improvements directly, this is an estimation. All data is SAAR and is reported in nominal US$.

Sources:

NAR® www.realtor.org/topics/existinpomesales; 06/22/16
U.S. Department of Commerggonstruction: www.census.gov/construction/nrs/pdf/newressales.pdf; 06/25/16
U.S. Department of Commerg&30Construction:www.census.gov/construction/c30/pdf/privsa.pdf; 07/01/16
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Conclusions

Housing remains relatively weak (historical speaking) with soft supply for new homes (especially st
homes) and resale homes. It appears that "free money" cannot overcome poor income growth anc
credit for first time buyers. Global uncertainty, terrorism, and economic slowdowns (China, Brazil)
not helping either, mostly by preventing businesses to invest.

May's housing data is a mixed biagptal starts down by 0.3% (m/m), single family home starts up by
0.3%, permits up b9.7%, completions up by 5.1% (m/m) and existing home sales also up by 1.8%
from February.

With thereal unemployment rata the U.S. at 9.7% (16 million individuals unemployed, stopped
locking, or work partime) and household income growth low by historical standards, it's hard to
envision a scenario where the U.S. housing market returns to "normal” anytime soon. Slowing
economies in China, Brazil, among others, and continuing problems in Europe all add up to numer
negative macrdactors endangering robushousing recovery, in particular:

1) A constrained quantity of wepaying jobs being created;

2) atepid economy;

3) decliningreal median annual househattomes;

4) stricthome loan lendingtandard$ though loosening with new programs; and
5) slowing world economy; and

6) global uncertainty
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April 2016

EU Housing Scorecard

EU 28
EU 18

Germany
France
UK
Spain

Productionin Construction”

EU 28
EU 18

Germany
France
UK
Spain

Building permits (m 2 floor) A

M/M
0.6%°
&2 0.3%°
2  2.9%
& 2.5%
2 0.8%rF
L 2.49ps

2 4.9%(02)
2 4.9%
2 17.39%

® 23,8502

YIY
2 1.6%
2 1.09%

2 6.1%
x 2.6%
® 5,20
£ 6.19%

e 14.95(002)
e 23.6%
e 13.59¢

a2 5.6¢02)

Source: Eurostathttp://ec.europa.eu/eurostat/web/skermm-businessstatistics/data/maitables;

07/17/16)
A see http://ec.europa.eu/eurostativeb/sham-businessstatistics/overview/stm-brief

eEEtirAA FaSIElT A cEEEe ima tAnravicinn al=mmn n datara viaidlalldD 2 Eahir 1| SEeanEnsss

M/M = month -over-month; Y/Y =year-over-year
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Housing commentsi May 2016
May starts were essentially unchanged (1.164 million, annual rate) -
SF at 764,000, also unchanged (SAAR) i MF still 34% of total
This is basically a two tiered market 0 healthy upper end
versus weak entry level housing - - not sustainable
Home ownership rate fell to 63.5% in QTR1 2016 i lowest ownership
rate in 50 years! Financing problems; changing preferences (to
renting); and rising home prices - problem for 1st time buyers
Short supply of homes (new and existing) driving prices higher1 keeps
1sttime buyers out of the market (historically 4071 45%, but today only
31%)
Latest jobs report was terrible - unemployment rate down to 4.7% but
this due to lowest participation rate in decades (% of population over
16 that is employed or looking for work) - real unemployment rate
remains high near 10% - 16 million people T wages up, but not much
The Fed capitulated againi doesndot know what t o ¢
nothing. Soon, we will join Germany and Japan with negative real
il nterest rates . Monetary policy c
We could fix the unemployment problem ( and weak demand) by
effectively dealing with immigration, reducing welfare, and get
government out of the way of innovation and business investment.
Hal f of the popul ati on get ¥elmaveddoe c k
much government - -itis stifling innovation - main reason why the

economy is so lethargic



Comments on the economy d

Innovation 0 Productivity - Immigration
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State of the economy: national debt ~ 19$ trillion and counting;
we lost 40% of manufacturing jobs since 2000; 47 million Americans
|l iving in poverty; @€

162 million Americans receive a check from Uncle Sam -
This is half the population and includes 132 million on some form
of welfare assistance -1 6 m sure this includes some fdolt
(e.g., some food stamp recipients are on disability and/or Medicaid T of
course, this implies some are getting two or more forms of welfare assistance).
No matter which way you cut it, this is not a healthy economy!
73 million Medicaid (subsidized health care for the poor)
45 million getting food stamps
14 million on disability
Most Americans are alarmed by the fact that 41% of our population | s
on some form of welfare assistance. We should be - that is a lot of
heart break and sadness as most dondt want WEe

par t I s that the current presumptive nomi ne
One nominee will continue the failures / sad sack policies of the past 8
years while the other is a blow hard pander

~

We need | eadership that hasiAnmedcansut s t o nAte
would appreciate, support, and welcome this form of honesty. We need

anot her Harry A the buck stops hered Tr uma
forward so we will probably see another 4 years of 2% ( or less) economic growth.
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We need to invest more (and consume /ess) to become more
competitive, create better paying jobs

GDP = number of workers multiplied by productivity (real GDP/worker)
Innovation and entrepreneurship is key to increasing proauctivity

Productivity change in the nonfarm business sector, 1947-2014

Average annual percent change

2.8
I 1.2 :.-

1947-73 1973-79 1979-90 1990-2000 2000-2007 2007-2014

Source: ULS, Bureau of Labor Statistics



http://www.bls.gov/lpc/prodybar.htm

What happens when innovation is missing!
Dismal productivity growth - - 1.3% annually since 2009 0 worst
per for mance for US economy since the 19

back to back recessions. (PS 8 / understand that productivity measurementis a problem

as new products/services quallty Is difficult To measure so maybe we are underestimating real
productivity?)

por productivity of nonfarm workers,
quarter a year ago

4% change First quarter: -1.0%

-4

2012 (2013 (2014 (2015
SOURCE: LABOR DEPARTMENT

Source: WSJ ( )
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Capital spending has been trending lower for past 4 years
Why? Companies not so confident of future d uncertainty!

FRED ﬁ — Value of Manufacturers’ Shipments for Capital Goods: Nondefense Capital
Goods Excluding Aircraft Industries
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Source: s, Bureau of the Census

research.stlouisfed.org
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One way to improve productivity and incomes
education improves your chances of staying out of the
unemployment line ( and buying a house)

School Work

Unemployment rate for workers {(age 25 and over) by educational

attainment
17.5% RFecession

Less than high
school

Some college

College

A
2000

Mote: Sea=zonally adjusted

Source: WSJ (
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World Bank downgrades growth (again) in 2016 to 2.4%
as problems in developed and developing world mount

Souring Outlook

The World Bank revised down its forecasts for the global

economy, warning that the weaker outlook raised the risk of
a sharp slowdown ahead.

World Advanced Emerging and
Economies Developing Economies

Revised forecast

Forecast in
[ Jan. 2016 |

us Japan Euro Area China Brazil India Nigeria
Source: World Bank THE WALL STREET JOURNAL.

Source: WSJ (
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U.S. 1st Otr 2016 Economic growth a dismal 0.8%

Downward trend for last 4 Qtrs
(1) Slowing world economy (weaker China, European, and South American growth)
(2) Stronger dollar will reduce exports and increase imports 0 negative
impact on manufacturing jobs which is key to income growth in USA
(3) Political stalemate/weak leadership, terrorism, currency wars, growing national debt,
(4) Weak income growth and continuing high oreal ur

Quarter-to-Quarter Growth in Real GDP

LI | Y e | | '/ A VA A | AN | N A VA
2012 2013 2014 2015 2016

Real GDP growth is measured at seasonally adjusted annual rates.

U.5. Bureau of Economic Analysis

Source: BEA ( )


http://www.bea.gov/newsreleases/national/gdp/gdp_glance.htm

Strengthening dollar another headwind for U.S. economy
Keeps inflation down, but hurts exports from key manufacturing sector
Most countries are deflating their currencies to prop up weak economies

FRED :i._-;:‘_.'.: — Trade Weighted U.5. Dollar Index: Broad
130

Jun 1, 2016: 121
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S“ource: Board of Governors of the Federal Reserve System (US)

research.stlouisfed.org
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The global economy is losing steam (WSJ Jan 20, J. Hilsenrath) i monetary
policy in USA, Europe, e has Areached it
i n USA and el sewhere. Wedove had cred
the past 8 years with little success. Now, we have huge debts that

will eventually have to be paid off. Paying it off will squeeze other programs

like defense, Medicare/Medicaid, social security, infrastructure spending,
educati on, e .

Long term issues like aging populations and slower productivity growth mean
weak GDP growth and lower standard of living in many parts of the world.
Solutions include tax reform, infrastructure investment, R&D, education reform.
We desperately need innovation and more risk taking to create products and
services desired by the marketplace. As mentioned previously, companies are
not investing 1 they are buying back stock and merging i good strategies in
short term, but basically admitting long term outlook is cloudy with limited
opportunity for growth.

Go ng to be tough for housing

prices will remain subdued.



Futureworld GDP growth T studiesinwsjand elsewhere suggest
that demographic shifts will slow growth T main reason is slower
population growth rates in many parts of the worldi USA; Europe;
Russia; China; €.

BottomlineT sl ower worl d demand gr owt h a
easily .

Weneed to qget more creati ve with n:
Innovation and investment to create new/better products i

this requires tax reform, less requlation, less government

Innovation i1s key

ée.

SeeGreglp, WSJ nAndemographic destinyo WSJ 2050
( )
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Thi s 1 s an |1 ssue the candi dates Ww¢
a major problem

National Debt is out of control and most politicians are clueless i
here I s great real ti me picture of why

( )

A few numbers from the charts showing state of our economy and why
Americans should demand a chanqge in direction for this country:

47 million living in poverty i 41 million with no insurance (despite Obama care)
162 Million receiving benefits from the Federal government
this includes 132 million on some form of welfare
73 million Medicaid (subsidized health care for the poor)
45 million getting food stamps i 14 million on disability
40% decline in manufacturing jobs since 2000 (from 20 million in 2000
to 12 million today)
Listening to the political debates today, you have to wonder what rock
the politicians are living under?

Current state of the economy helps to explain the popularity of Bernie Sanders
and Donald Trump.

Many peoplein America not happy I they want change i
myopinioninei ther Hillary nor ndthe Donal do
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Foreign born (legal - 15 million + illegal ~11 million)
now 17% of the workforce

Rising Tide
Foreign-born share of the U.S. labor force
18%

16%
14%
12%
10%
8%
6%
4%
2%

Source: Labor Department | WSJ.com
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We need immigrants, but they should be legal 0l et ds get se
da wall 1 sndét -t200e yearnaga e
w e were all immigrants!

Immigrants started 51% of recent Billion dollar startups
(

Working for a Living
Labor-force participation rate
70%

68%

66%

64%

62%

Native born
60%
- FOreign born

58% ¢

N N O > o

Source: Labor Department | WSJ.com
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Immigration and terrorism d we need to get better

at surveillance - the various security efforts ( FBI,

local/city, municipal, state, and international law enforcement
agencies), need to do a much better job in sharing

Information. That will be challenging, particularly across
Borders.

WedOre going to have to I nvest
supporting these efforts. Building walls and targeting

peopl e Based on race, religion :
ef fort
not

t hhe current admi ni strati ons©o
iInadequat e. These cri minals

We have always welcomed immigrants d our nation was

built by immigrants. Somehow, we need to figure out

how to deal with terrorism without destroying the values
that made this country the envy of the world. The current
Administration has had eight years to figure it out, but they

ar e

mor e

et

havenot . And Tr u dipadneng &l Mbslints i o A is stupid.

Americans deserve better from our political leaders
disappointed as are many Americans.

O m
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Housing trends
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Starts are

housing!

iInching forward
We need good paying jobs, and, to date, that is not happening

O But, Low Interest

rates

wonot

fr)

fast enough

d also need stronger economy

d current GDP of 2% Jjust not good

enough

- also, this Iis basically a two tiered market

d healthy

upper end versus weak entry level housing

- - not sustainable
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http://www.census.gov/const/www/newresconstindex.html

New Single Family Home sales are the key statistic to watch T Sales
drive housing starts 1 this drives demand for wood products!!!

up 24% versus April 2015
OK. Weod6re making progress, b

56% below the 2006 peak
Thousands, SAAR

1600
1400 Note: Sales represent only houses built for sale
Or o0s pec hidoesen®tinclude contractor
1200 built or homes built by the owner. Historically,
ospec homesd represent about
1000 ( )
800 April 2016 619,000
600
0[0)
200
o)
200 200 200 200 200 200 201 201 201 201 201 201 201
4 5 6 7 8 9 0] 1 2 3 4 5 6
Source: Census ( )
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Resale market continues to improve, but still heavy to cash sales (20%) with

1st time buyers still belowtrend, but improving ( traditionally they represent about

40 0 45% of market, buttoday they are at 31%)). Another problem today is tight
supply (which drives prices), currently at 4.4 months. Healthy marketis about6

months supply. Median prices are up 5.4%, annual basis o driven by
weak supply and not demand (inventory at 4.7 months d need 6 for

healthy market).

Single family (incl condos), Monthly, Thousand units, SAAR
6,500

6,000
5,500
5,000
4,500
4,000 April—2016-—5,450
3,500

3,000
"20 "20 "20 "20 "20 "20 "20 "20 "20 201 201 201 201
04" 05" 06" 07" 08" 09" 10" 11" 12" 3 4 5 6

Source: NAR ( http://www.realtor.org/news-releases/2015/06/existing-home-sales-bounce-back-strongly-in-may-as-first-time-buyers-return)
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Impact of weak household formations and shift to renting - -
rate for millennial use to be 43% - now itis 33% - more young people
are renting

Recentstudy shows that people with college degree takes 5 years to save
e nough for down paymentfor starter home ( with studentdebt 0 10 years),
nocollege d1l1l6years )

Homeownership lowest in 50 years
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Longterm trend
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Good article on housing d housing to remain out of reach for many

1st time buyers due mainly to short supply ( drives up prices); tight

credit restrictions; | ow paying jobs; ¢éé
(for wood products industry) as builders avoid building entry level homes.

Higher prices and low wages

forcing people to the rental market d will continue for years!

And, housing preferences are changing d many young people
prefer renting, as do an increasing number of older people.

N ey
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Tight supply drives up prices d existing homes
at 4.7 months supply d normal supply is 6 months

Markets Ml Chart of the Day
Chart 7: Housing demand exceeding supply (000s of homes)
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BUSIMESS INSIDER

ReturnTOC



Combination of better demand (high end) and weak supply drive prices to within 4% of
2006 peak. However, this marketis not healthy (my opinion). High end doing
w ell (mainly in cities), while low end struggling according to recent WSJ

report ( )-
oWhile sales are increasing, | asctiinebuyerscortinuestnstymient o r

t he mar ket 6.

Price Points
Change from a vear earlier

12226 S&P/Case-Shiller
home—-price
imnde>x, U.S.

Inflationmn

I g B B I 12 I A= I 1 I A5 I 1S

Sources: S&P Dovwvw Jones Indices (homes);
Commerce Dept. dinflation) via St. Louis Fed
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Supply shortage, not demand drives prices higher
for housing
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