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January2016
Housing Scorecard

M/M YIY
Housing Starts 2 3.8% e 1.8%
Single-Family Starts 2 3.9% & 3.5%
Housing Permits 2 0.2% 2 13.5%
Housing Completions e 2.0% & 8.4%
New Single-Family House Sales 2 9.2% 2 5.2%
Existing House Sales & 0.4% e 11.0%
Private Residential Construction Spending 2 0.1% e 1.7%
Single-Family Construction Spending = 0.2% ® 6.6%

M/M = month -over-month; Y/Y = year-over-year

Source: U.SDepartment o€CommerceConstructioniNational Association of Realtdt$NAR®) Return TOC



Housing Data

January December Jan. 2015
Total permits* 1,202,000 1,204,000 1,059,000
Singlefamily permits 720,000 732,000 657,000
Multi-family 2-4 unit permits 40,000 35,000 27,000
Multi-f ami 'y O 5 wunit me6omi t s 437,000 375,000
Total starts 1,099,000 1,143,000 1,080,000
Singlefamily starts 731,000 761,000 706,000
Multi-family 2-4 unit starts** 14,000 16,000 6000
Multi-f ami 'y O 5 unit sa@0ts 363000 368,000
Total completions 1,057,000 1,036,000 957,000
Singlefamily completions 693,000 703,000 676,000
Multi-family 2-4 unit completions** 13,000 10,000 7,000
Multi-f ami 'y O 5 wunit 35poopp ! et i3gemso 242 000

* All data are presented at a seasonally adjusted annual rate {SAAR
** US DOC does not repo2-4 multi-family startsand completions directlyhis is an estimation

Source: U.S. Department of CommefZenstruction: www.census.gov/construction/nrc/pdf/newresconst.pdf; 02/17/16
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Housing Data

January December Jan. 2015
New singlefamily sales 494,000 544,000 521,000
Median price $278,800 $295,800 $292,000
Existing sales 5,470,000 5,450,000 4,930,00
Median price $213,800 $223,200 $197,600
Private Residentialonstruction $433.2 billion  $433.1 billion $402.2 billion
SF construction $230.1 billion  $230.5 billion $221.8 hillion
MF construction $59.8 billion $58.3 billion $45.8 billion
Improvement constructién $143.4 billion  $144.4 billion $140.6 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/existinomesales02/23/16
U.S. Department of Commer€&onstruction: www.census.gov/construction/nrs/pdf/newressales.pdf, 02/24/16
U.S. Department of Commer€&30 Construction:www.census.gov/construction/c30/pdf/privsa.pdf; 03/01/16
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Conclusions

December's housing data is a mixed bagtal starts down by 3.8% (m/m), single family
homes down by 3.9%, and permits down by 0.2%. However, completions were up by 2
(m/m) and existing home sales were up by 0.4% from December's data. Multi family
housing still strong with 34% of total and rents still increasing, thereby further strengthet
the importance of multi family construction.

With thereal unemployment raia the U.S. at 10.3% (16 million individuals unemployed,
stopped locking, or work patime) and household income growth nonexistent or negative
it's hard to envision a scenario where the U.S. housing market returns to "normal" anytir
soon. A strengthening Dollar and slowing economies in China, Europe, and in many ott
countries around the globe, numerous negative rfactors endangering robustousing
recovery exist:

1) A constrained quantity of wepaying jobs being created,;

2) atepid economy;

3) decliningreal median annual househaidomes;

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

6) global uncertainty
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December2015
EU Housing Scorecard

Production in Construction? EU 28

EU 18

Germany
France
UK
Spain

Building permits (m “floor) A  EU 28

EU 18
Germany
France
UK
Spain

M/M YIY

x 0.1% 2 0.4%°
e 0.6%° e 1.49%
2 1.3% ® 2.8%
2 3.1% 2 4.4%
e 1.39% e 1.5%

2 1.50s e 5.3%°

X 1.7%11) 14,901
2  0.3%(1) = 8.6%1D
2 3.9% & 5.3%F

2 18.80)  m 14.30D

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

A see http://ec.europa.eu/eurostat/web/stesrtrbusinessstatistics/overview/stim-brief
eactimatasS Erirnctat actimatd nrovicional --- no data availahl410) Octoher data

M/M = month -over-month; Y/Y = year-over-year
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Housing comments i January 2016

- January starts totals were down 3.8% (to 1.099 million, annual rate) - SF at
731,000, down 3.9% (SAAR) T MF still 34% of total

- Multi family still the driver T rental prices still increasing i single family sales
remain relatively weak and this has big impact on wood product prices.

- Economic issues - slowing world economy( China GDP slowest in past 8
years). China slowdown plus currency devaluation will drive commodity prices
lower, and rekindle deflation concerns around the world.

- Increasing geopolitical risk and continued domestic/Washington gridlock -
causes uncertainty which leads to less investment which leads to slower

- Job market is improving , albeit slowly, and wage gains remain weak,
and, the real unemployment rate remains high at 10.3%. This equates
to about 16 million people who are either unemployed, stopped looking,
or working part time because they canot
job market will keep wage gains modest for some time.
- Income growth in U.S. remains pathetic 7 latest Census report shows real
incomes fell again in 2014. This suggests to me that housing will remain
sub par for sometimei many 1t i me buyers Jjust canot ¢
- World GDP growth outlook is shaky at best T main problem today is the
slowdown in China which has been the major economic engine over the
past 8 years. European growth is expected to be relatively weak while back
here in USA, growth will probably remain below par ( ~ 2%) for some time.
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The Fed raised interest rates 1 finally - in December. And, they said

Further increases will probably be gradual in 2016 and beyond. However, with
Current problems with falling oil prices and world stock markets, | expect the
FED will delay any further rate hikes for several months at least. Plus, there
Is no sign of inflation, anywhere, except equity markets.

Here are some thoughts:

The dollar will continue to strengthen, and commodity

Prices will fall further as most are priced in US$. World demand is relatively
Weak with problems in China expected to worsen. Europe remains weak,
And the commodity currency countries ( e.g., Canada, Australia, ..) will

Face even more economic headwinds. As far as housing goes, modestly higher
Rates should not hurt housing too much. As we have discussed many times
before, income and job growth is the key to any substantial housing recovery.
On that score, income growth is non existent ( real $) for past 25 years, and
The job market still has problems. 30% of jobs created in past 8 years

Have been part time with few if any benefits. Furthermore, credit remains
Tough for many potential 15t time buyers. Big problem today is lack of
Confidence by our business leaders 1 e.g., spending on stock buybacks has
Increased 200% since 2009 - i.e., they are not investing for the future!!!
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The global economy is losing steam ( WSJ Jan 20, J. Hilsenrath) T monetary
Policy in USA, Europe, € has nAdreached I
i n USA and el sewhere. Wedve had cr ec
The past 6 -7 years with questionable success. Now, we have huge debts that
Will eventually have to be paid off.

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, ..

We desperately need innovation and more risk taking to create products and
Services desired by the marketplace. As mentioned previously, companies are
Not investing T 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.

Going to be tough for housing
Economic environment! That means wood product
Prices will remain subdued.
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A few comments re: recent terrorism

The current administration has misjudged ISIS/ISIL/whatever, from the beginning.

| f this is the fAJV teamo, | woul d hate
Latest attacks in Paris, Africa, Califor
That the worl doéos response is not wor ki ng
The current administration suggests. Whether we like it or not, the world needs

A Anworld policemano and the only countr)

| 6m tired of war as are most Americans,
Isolationist. If we continue down that path, terrorism will only increase.

We need leadership today more than ever. A strong leader gives people
Confidence in the futuret we dondét have that today i n
Parts of the world for that matter). Confidence is a must if we are going to invest
in our future T without confidence, we drift as a country and As a people.

What has this got to do with housing you ask? If we continue the current course,
World economic growth will continue to weaken, U.S. growth will barely reach 2%,
And U.S. housing will remain below trend. And, wood prices will continue to
Languish.
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Main problem with U.S. economy (and world) is
weak demand and low Interest rates are not the
answe ro

Fed doesndt knowoduwuhenttcrop o polticdans

Disappointing d hopefully, someone will emerge from the

Political debates with credible ideas and the ability to

Communicate a strategy for addressing serious problems

Facing our country. Ot her wi se, wedore I
Weak Economic growth, and that means weak housing, job

creation, lower standard of living, and sad sack wood prices.

Productivity is a problem for U.S. economy d and jobs
miss match - there are jobs out there, but many people lack
The necessary skill set. Solution - - education and infrastructure

Investment. Difficult to solve there problems due to student Debt
Issues and government debt approaching 18 trillion $. Many
analysts expect U.S. economy to remain weak with GDP averaging
about 2% over next several years.
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0OCheap money alone candt f i x adlhnediwodrsl dCdesn te cad n oBnayndk
Governor doeconomi es need to be more [ nnovative,
My opinion & gutsy leadership missing here in USA, Europe, Canada, and rest of

Developed world!!!!

Serial Disappointments

Despite central banks injecting $8 tri on iNnto thhe global ecomnomy,
world growth has persistently fallen short of expectations as
governments failed to raise long-term potential growth.

Average economic growth, 2011-2014
INMF projections from April, 2010 /1D
Actual values ( =)

Wworild

Advanced economies
Eurozone
Emerging markets
Brazil

Canada

China

India

Japan

Russia

U.K.

U.s.

526 1026

Both the Fed and the INMF have had to repeatedly revise dowvwwn their
forecasts for thhe U S. and thhe global econmnomiies, respectivelyv.

Fed U.S. growth forecasts IMF world growth forecasts™™
526

2012 =

ZOAZ I April 2015

2014 J T

JSuly 2015

& Actual

o
2010 2 ‘144 ‘16 ‘10 A2 g ‘16 A8

orecasts by members of the Federal Open Market Committee center on these ranges.
Forecasts are from October of each vear, except 2015 which was made in April
Sources: WS calculations and IMF data (growth); Federal Reserve, IMF (forecasts)
THIE WAILIL. STRIEET JOURINAIT..

Source: WSJ ( )
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Future world GDP growth i studies in wsj and elsewhere suggest
That demographic shifts will slow growth T main reason is slower population growth
Rates in many parts of the worldi US A ; Europe; Russia; China;

Bottomlinei s| ower worl d demand growt h at
easily unless We get more creative with immigration reform. That will be
difficult with increasing Terrorism concerns. And, we need to get more
creative with Asupply sideo I ssues.
Innovation and investment to create new products i

this requires tax reform, less requlation, less government,
é é .

SeeGreglp, WSJ nAndemographic destinyo WSJ 2050
( )
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Rental demand versus single family housing ---

Rental demand will continue to
Increase for some time 1 arecent study by the Urban Institute suggests

it may continue for another decade or two
( )

Why - - demographics; growing minority population; student debt; weak

| ncome growt h; ¢é. E.g., Minorities ( nonwhi
Over the next 10 years, and 85% during 2020- 2030. They are

less likely To own homes (lower incomes is main reason) so home ownership

Continues To fall toward 60% by 2030. During this time, rental demand will

Increase Dramatically. Although this is just one study, it provides food for thought.

One potential question with the study, however, is other studies show that

Although immigrants, for example, rent initially, but, over time they purchase

homes at a rate equal to or higher than native born Americans. Why i people

come to the U.S. to Improve quality of life, and for most, this means

homeownership. This suggests that the U.S. has to find solutions to

I mmi gration issues | i ke dlll egal I mmi gr ant s c
immigration. This country was founded by immigrants seeking a better life, and they are
key to our future. And, incomes for all Minorities has to improve if home ownership is to

return to Agood ol d dayso
( )

Anyway, this has potential implications for home ownership; single family
construction; and demand for wood products i lots of variables and scenarios.
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http://www.wsj.com/articles/new-housing-crisis-looms-as-fewer-renters-can-afford-to-own-1433698639
http://www.engineeredwood.org/Data/sites/3/documents/EngWoodJournal/EWJ_Spring2010.pdf

Rental vacancy rates lowest in 20 years
Falling rental vacancy rates will drive rental prices higher

And this will drive multi family construction 0 Economics 101 o If | were a
Builder, | would focus on rental construction

Figure |
Percert - Quarterly Rental and Homeowner Vacancy Rates for the United States, 1995-2015 = Recession
12
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Source; Census (
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Increasing rents will slow housing starts - -
makes it more difficult for renters to save for down payment for house purchase

Figure 2
h-'fedian Asking Rent for Vacant for Rent Units, 1995-2015

Ié';léafs (5) (Actual Dollars) Recession
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Source: Census : (
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Household formations are up, but most are renting , and , in the past decade,
Rent payments exceeded mortgage payments oOdbut, most candt ge
Due to poor credit or candt save 8&vicousgittle f or

Pricier Pads
Since the housing bust, nevw household formation has consistently come
from renters rather than owners...

Change in the number of U.S. households since the end of 2000
10 million Renter-occupied

8 e Recessions

S

a

2 Owner-occupied
O

=

' 2001l ‘OS5 I'lO
...and the climbing demand has made rents less affordable.
Median shelter costs as a share of median household income, nationwide

Rent pavments
30.0% in Q1

Recessions Mortgage pavments”™
14.6%2 in Q1

T T Ll

2001 l10

“Assuming a 30-year fixed-rate mortgage with a 20% down payment; includes only principal and
interest, not property tax or other homeownership costs.

Source: Census Bureau (households); Zillow (affordability) THE WALIL STREET JOURNAIL.

Source: WSJ (



http://www.wsj.com/articles/rising-rents-outpace-wages-in-wide-swaths-of-the-u-s-1438117026?cb=logged0.40234478570971755

Multi family share of housing starts o upward trend expected to continue for
Some time. Also, since the housing crash in 2008,

Single family rentals have now reached 13% of overall housing stock, up from
9% in 2005 ¢ )

45.0 Multi family starts Percent
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Source: Census
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Low new home inventory drives prices higher
And out of reach to most 1 St time buyers

FRED A.-;:"ﬂ — Monthly Supply of Houses in the United S5tates
g

2011 2012 2013 2014 2015

Py A -
"'""—---"'-\.-"-—"_'\.__-'_'J L"'n"-'_"'ffﬁrggb'--"-"—‘_ = ’ﬁ_'_\'rﬁ_\'ﬂ-uw"u'&._____m___j/

Source: US. Bureau of the Census

research.stlouisfed.org
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Employment situation - our biggest problem i stuck near 200,000, and many
of these jobs are part time with little or no benefits i not conducive to
Driving housing demand higher

Net change in non farm payrolls T monthly, thousands

600

400

- 2011

2012 2013 2014 2015 2016

-400
December +151,000

-600

-800
Source: U.S. BLS ( )
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Another problem (like we need more) for housing is labor shortages ---

Fewer immigrants from Mexico, plus aging demographics with native born

Americans suggest that construction costs will increase driving prices higher

And slowing home construction ( )

Source: WSJ ( )




