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Executive Summary

In December, the housing data was mixed. Total starts and permits declined on a month-over-month
basis. Single-family permits, new and existing sales, housing under construction, completions, and all
construction expenditure sectors improved month-over-month. All the aforementioned sectors were
positive on a year-over-year basis. From aregional perspective, all data were mixed across all
segments.

Since January 2010, housing has improved incrementally; yet the majority of the housing market
remains far from normal. New sales appear to be bifurcated, as the aggregate share of lower-valued
price category homes is declining while the higher-valued group share is increasing. Several analysts
report that first-time buyer purchases are lagging; this is true using one particular data set. However,
other data sources report normal purchases by first-time buyers. Using Department of Census home
ownership data as a proxy for first-time purchases, the 25 to 29, 30 to 34, and 35 to 39 age groups are
currently near their historical averages. However, this does not indicate these segments’ purchases are
upward looking; all three sectors have declined in recent years (Slide 59). Single-family construction
has improved but remains 30 percent less than its 1959 to 2008 average (mean = 1,092 thousand).
Multi-family construction is solid and data from December indicated that permits were somewhat
greater than the 1959 to 2008 average (mean = 490.7 thousand) and starts were 15 percent less than the
1964 to 2008 average (mean = 447.8 thousand).

This report provides information on housing, economics, private and government indicators, and
forecasts for the global and United States economy. Section A of the commentary is data based and
Section B contains current economic offerings and market information. We hope you find this
commentary beneficial.
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December 2015
Housing Scorecard

M/M Y/Y
Housing Starts vV 2.5% A 6.4%
Single-Family Starts V 3.3% A 6.1%
Housing Permits V 3.9% A 14.4%
Housing Completions A 5.6% A 7.9%
New Single-Family House Sales A 10.8% A 21.6%
Existing House Sales! A 14.7% A 9.9%
Private Residential Construction Spending A 0.9% A 8.1%
Single-Family Construction Spending A 1.0% A 8.7%

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

Source: U.S. Department of Commerce-Construction; National Association of Realtors® (NAR®) ReturnTOC



New Construction’s Percentage of
Wood Products Consumption
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Source: U.S. Forest Service. Howard,J. and D. McKeever. 2014.U.S. Forest Products Annual Market Review and Prospects, 2010-2014
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Repair and Remodeling’s Percentage of
Wood Products Consumption
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Source: U.S. Forest Service. Howard,J. and D. McKeever. 2014.U.S. Forest Products Annual Market Review and Prospects, 2010-2014 ReturnTOC



2016 Housing Forecasts

Organization Total Starts Single-Family Starts New House Sales
APA - The Engineered Wood Association? 1,257.0 840.0
Fannie MaeP 1,224.0 826.7 562.0
Freddie Mac® 1,331.0
National Association of Homebuilders? 1,292.0 914.0
Export Development Canada® 1,435.0
Forest Economic Advisors 1,265.0 833.0
Forisk? 1,260.0
Metrostudy® 1,235.0 750.0 - 770.0 625.0
Mortgage Bankers Association’ 1,233.0 823.0 593.0
The Conference Board! 1,320.0
UCLA Ziman Center for Real EstateX 1,420.0
Urban Land Institute' 842.0
BMO Capital Markets™ 1,130.0
Dodge Data & Analytics" 1,154.0 609.0
Goldman Sachs® 1,300.0
Morgan Stanley? 1,300.0 845.0 575.0 — 600.0
Royal Bank of Canada 1,356.5
Scotiabank" 1,260.0
TD Economics® 1,340.0
Wells Fargo LLC! 1,265.0 820.0 620.0

in thousands ReturnTOC



2016 Housing Forecasts

a-http://www.apawood.org/
b-http://iwww.fanniemae.com/resources/file/research/emma/pdf/Housing_Forecast _111915.pdf
c-http://www.freddiemac.com/finance/ehforecast.html

d-http://www.nahb.org/en/news-and-publications/Press-Releases/2015/November/housing -recovery-to-pick-up-steam-in-2016-but-
challenges-remain.aspx

e-https://www.edc.ca/EN/Knowledge-Centre/Economic-Analysis-and-Research/Documents/gef-fall-2015-summary.pdf
f-https://www.getfea.com/

g-http://forisk.com/blog/2016/02/03/forisk-forecast-us-housing-starts-outlook-gq1-2016-update/
h-http://blog.buildingsolutions.com/blog/beware-the-wildly-optimistic-construction-forecast
i-https://www.mba.org/Documents/Research/Mtg%20Finance%20Forecast%20Nov%202015.pdf
j-https://www.conference-board.org/data/usforecast.cfm
k-http://www.anderson.ucla.edu/centers/ucla-ziman-center-for-real-estate
I-http://uli.org/press-release/consensus-forecast-september-2015/
m-http://www.bmonesbittburns.com/economics/outlook/20160106/nao.pdf
n-http://www.constructiondive.com/news/inside-the-dodge-2016-construction-outlook-commercial-residential-predic/408351/
o-http://www.housingwire.com/articles/35648-goldman-sachs-residential-investment-on-pace-for-solid-growth-chart
p-http://www.homesphere.com/videos/replay-2016-housing-market-forecast-webinar/
g-http://www.rbc.com/economics/economic-data/pdf/economy_us.pdf
r-http://www.gbm.scotiabank.com/English/bns_econ/forecast.pdf
s-https://www.td.com/document/PDF/economics/gef/long_term_sep2015.pdf

t-https://www08 .wellsfargomedia.com/assets/pdf/commercial/insights/economics/real -estate-and-housing/housing-wrapup-20151030.pdf
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New Housing Starts

Multi-Family

Total Single-Family (MF) 2-4 unit \Y §

Starts* (SF) Starts Starts** 5 unit Starts
December 1,149,000 768,000 16,000 365,000
November 1,179,000 794,000 7,000 378,000
2014 1,080,000 724,000 20,000 336,000
M/M change -2.5% -3.3% 128.6% -3.4%
Y/Y change 6.4% 6.1% -20.0% 8.6%
* All start dataare presented at a seasonally adjusted annual rate (SAAR).

** US DOC does not report 2 to 4 multifamily starts directly, this is an estimation.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16
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Total Housing Starts
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New Housing Starts by Region

Northeast (NE) NE NE
Total Starts SF Starts MF Starts**
December 163 65 08
November 131 68 63
2014 113 52 61
M/M change 24.4% -4.4% 55.6%
Y/Y change 44.2% 25.0% 60.7%
Midwest (MW) \%4%% \%4%%
Total Starts SF Starts MF Starts
December 148 103 45
November 169 108 61
2014 168 127 41
M/M change -12.4% -4.6% -26.2%
Y/Y change -11.9% -18.9% 9.8%

* All data are SAAR; NE = Northeast and MW = Midwest; in thousands.** US DOC does not report multifamily starts directly, this is an estimation

Source: http:/Aww.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



New Housing Starts by Region

South (S) S S
Total Starts SF Starts MF Starts**
December 583 419 164
November 603 425 178
2014 500 381 119
M/M change -3.3% -1.4% -7.9%
Y/Y change 16.6% 9.9% 37.8%
West (W) W W
Total Starts SF Starts MF Starts
December 255 181 74
November 276 193 83
2014 299 164 135
M/M change -7.6% -6.2% -10.8%
Y/Y change -14.7% 10.4% -45.2%

* All dataare SAAR; S = Southand W = West; in thousands. ** US DOC doesnot report multifamily starts directly, this is an estimation.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



SF Housing Starts by Region
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MF Housing Starts by Region
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Railroad Lumber & Wood Shipments vs.
U.S. SF Housing Starts
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Railroad Lumber & Wood Shipments vs.
U.S. SF Housing Starts: 6-month Offset
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==SF Starts (6-mo. offset) =| umber & Wood Shipments (U.S. + Canada)

In this graph, initially January 2007 lumber shipments are contrasted with July 2007 starts through January 2016 data.
The purpose is to discover if lumber shipments relate to future single-family starts. Also, it is realized that trucking hauls
lumber; however, to our knowledge comprehensive trucking data is not available.

Sources: Association of American Railroads,Rail Time Indicatorsreport; 2/5/16; U.S. DOC-Construction; 1/20/16 Returnto TOC



New Housing Permits

Total MF 2-4 unit MF = 5 unit
Permits” SF Permits Permits Permits
December 1,232,000 740,000 37,000 455,000
November 1,282,000 727,000 29,000 526,000
2014 1,077,000 685,000 24,000 368,000
M/M change -3.9% 1.8% 27.6% -13.5%
Y/Y change 14.4% 8.0% 54.2% 23.6%

* All permits data are presented at a seasonally adjusted annualrate (SAAR).

Source: http:/Aww.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



Total New Housing Permits
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New Housing Permits by Region

NE

SF Permits

NE

56
54
53

3.7%
5.7%

MF Permits

153
75
48

104.0%
218.7%

I\ %%

SF Permits

I\ %%

MF Permits

NE
Total Permits
December 209
November 129
2014 101
M/M change 62.0%
Y/Y change 106.9%
MW
Total Permits
December 159
November 204
2014 163
M/M change 22210

Y/Y change -2.5%

105
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100

-0.9%
5.0%

54
98
63

-44.9%
-14.3%

* All data are SAAR; in thousands

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16
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New Housing Permits by Region

S N N
Total Permits SF Permits MF Permits
December 602 408 194
November 630 394 236
2014 573 379 194
M/M change -4.4% 3.6% -17.8%
Y/Y change 5.1% 1.7% 0.0%
W W W
Total Permits SF Permits MF Permits
December 262 171 91
November 319 173 146
2014 240 153 87
M/M change -17.9% -1.2% -37.7%
Y/Y change 9.2% 11.8% 4.6%

* All data are SAAR

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16
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Total Housing Permits by Region
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SF Housing Permits by Region
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MF Housing Permits by Region
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Railroad Lumber & Wood Shipments vs.

U.S. SF Housing Permits
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Sources: Association of American Railroads,Rail Time Indicatorsreport; 2/5/16; U.S. DOC-Construction; 1/20/16



Railroad Lumber & Wood Shipments vs.
U.S. SF Housing Permits: 6-month Offset
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In this graph, initially January 2007 lumber shipments are contrasted with July 2007 permits through January
2016 data. Thepurposeisto discover if lumber shipmentsrelate to future single-family building permits. It also
Is realized that trucking hauls lumber; however, to our knowledge comprehensive trucking datais not available.

Sources: Association of American Railroads,Rail Time Indicatorsreport; 2/5/16; U.S. DOC-Construction; 1/20/16 Returnto TOC



New Housing Under Construction

MF 2-4 unit**

MF = 5 unit
Under

Total Under SF Under Under
Construction* Construction Construction
December 981,000 423,000 11,000
November 965,000 416,000 11,000
2014 828,000 363,000 12,000
M/M change 1.7% 1.7% 0.0
Y/Y change 18.5% 16.5% -8.3%

Construction
547,000
538,000
453,000

1.7%
20.8%

* All housing under construction data are presented at a seasonally adjusted annualrate (SAAR).

** US DOC does not report 2-4 multifamily units under construction directly, this is an estimation.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16
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Total Housing Under Construction
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New Housing Under Construction
by Region

NE Total NE SF NE MF**
December 180 49 131
November 175 48 127
2014 129 41 88
M/M change 2.9% 2.1% 3.1%
Y/Y change 39.5% 19.5% 48.9%
MW Total MW SF MW MF
December 128 68 60
November 128 69 59
2014 128 63 65
M/M change 0.0% -1.4% 1.7%
Y/Y change 0.0% 7.9% -1.7%

All data are SAAR; NE = Northeast and MW = Midwest; in thousands.
** US DOC does not report multifamily units under construction directly, this is an estimation.

Source: http:/Mww.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



New Housing Under Construction
by Region

S Total S SF S MF**
December 431 210 221
November 422 206 216
2014 372 183 189
M/M change 2.1% 1.9% 2.3%
Y/Y change 15.9% 14.8% 16.9%
W Total W SF W MF
December 242 96 146
November 240 93 147
2014 199 76 123
M/M change 0.8% 3.2% -0.7%
Y/Y change 21.6% 26.3% 18.7%

All data are SAAR; S = Southand W = West; in thousands.
** US DOC does not report multi-family units under construction directly, this is an estimation.

Source: http:/Mww.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



Total Housing Under Construction by Region
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SF Housing Under Construction by Region
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MF Housing Under Construction by Region
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New Housing Completions

Total SF MF 2-4 unit**  MF 2 5 unit
Completions* Completions Completions Completions
December 1,013,000 696,000 10,000 307,000
November 959,000 640,000 13,000 306,000
2014 939,000 665,000 6,000 268,000
M/M change 5.6% 8.8% -23.1% 0.3%
Y/Y change 7.9% 4.7% 66.7% 14.6%

* All completion data are presented ata seasonally adjusted annualrate (SAAR).
** US DOC does not report multifamily completions directly, this is an estimation.

Source: http:/Mww.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



Total Housing Completions
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New Housing Completions by Region

NE Total NE SF NE MF**
December 36 49 o7
November 106 54 52
2014 83 47 36
M/M change -18.9% -9.3% -28.8%
Y/Y change 3.6% 4.3% 2.8%
MW Total MW SF MW MF
December 153 112 41
November 98 81 17
2014 169 106 33
M/M change 56.1% 38.3% 141.2%
Y/Y change -9.5% 5.7% 24.2%

All data are SAAR; NE = Northeast and MW = Midwest; in thousands.
** US DOC does not report multifamily completions directly, this is an estimation.

Source: http:/Awww.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



New Housing Completions by Region

S Total S SF S MF**
December 485 377 108
November 497 363 134
2014 434 349 85
M/M change -2.4% 3.9% -19.4%
Y/Y change 11.8% 8.0% 27.1%
W Total W SF W MF
December 289 158 131
November 258 142 116
2014 253 163 90
M/M change 12.0% 11.3% 12.9%
Y/Y change 14.2% -3.1% 45.6%

All data are SAAR; S = Southand W = West; in thousands.
** US DOC does not report multi-family completionsdirectly, this is an estimation.

Source: http:/Mww.census.gov/construction/nrc/pdf/newresconst.pdf; 1/20/16 ReturnTOC



Total Housing Completions by Region
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SF Housing Completions by Region
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MF Housing Completions by Region
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New Single-Family House Sales

New Month’s
SF Sales* MedianPrice Mean Price Supply
December 544,000 $288,900 $346,400 5.2
November 491,000 $297,000 $364,200 5.6
2014 495,000 $302,800 $373,500 5.1
M/M change 10.8% -2.7% -4.9% -7.1%
Y/Y change 9.9% -4.6% -1.3% 2.0%

* All sales data are presented ata seasonally adjusted annualrate (SAAR).

Source: http://lwww.census.gov/construction/nrs/xls/newressales.xls; 1/27/16 ReturnTOC



New SF House Sales
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New SF House Sales by Region
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New SF House Sales by Region and Price Category

NE \% 4% S W
SF Sales SF Sales SF Sales SF Sales
December 29,000 75,000 273,000 167,000
November 24,000 57,000 272,000 138,000
2014 31,000 54,000 273,000 137,000
M/M change 20.8% 31.6% 0.4% 21.0%
Y/Y change -6.5% 38.9% 0.0% 21.9%

$150- $300- $400- $500-

< $150m $199.9m $399.9m $499.9m $749.9m
December 2,000 5,000 13,000 7,000 5,000 4,000 1,000
November 1,000 4,000 13,000 7,000 5,000 3,000 2,000

2014 2,000 5,000 11,000 7,000 5,000 3,000 2,000
M/Mchange 100.0%  25.0% 0.0 0.0 0.0 0.0 -50.0%
Y/Y change 0.0 0.0 18.2% 0.0 0.0 33.3% -50.0%

All data are SAAR; 1-Houses for which sales price were notreported have been distributed proportionally to those for which sales price was reported;
2-Detail may notadd to totalbecause of rounding.

Source: http://lwww.census.gov/construction/nrs/xls/newressales.xls; 1/27/16 ReturnTOC



New SF House Sales by Price Category
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New SF Sales, Mean Price, Size, and
Real Household Median Income
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New SF housingsize and mean price are increasing — yet real median household income is flatand new SF sales are less
than the 1963 total of 560,000. In 1963, the U.S. population was 189.2 million; Census estimates a population of 321.4
million as of July 4, 2015.

From a population context, new SF houses are under built. In a price context, 18.4% of new SF house sales are less than
the $200-$300m category and nearly 45% are more than that same category. Is thisa bifurcated market? Isthere an
opportunity for new, SF lower-priced tier houses? Yes. A few buildersacrossthe U.S. are targeting this segment.

Sources: http:/www.census.gov/construction; https://research.stlouisfed.org/fred2/seriesssMEHOINUSA672N#; http://www.bea.gov; 1/27/16 ReturnTOC



Real Wage Growth Rate

Year-over-Year Real Wage Growth Rate
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SOURCE: Wage is "total economy compensation per hour™ from the U.S. Bureau of Labor Statistics; it is deflated
using consumer price index (CPI) data obtained from FRED.

NOTE: The numbers are quarterly and seasonally adjusted. The trend line is a third-order polynomial.

Gray bars indicate recessions.

®m FEDERAL RESERVE BANK OF ST. LOUIS

“On the price side in the labor market, real wage growth has remained relatively flat since the recession
trough, as seen in Figure 3. For instance, average yearly growth from 1995 to 2005 was 1.77 percent,
while it was only 0.14 percent from 2010 to 2015. The evolution of the curved line shows that the recent
dynamics of real wage growth may be also affected by a trend that started in the 1980s.” — Marianna
Kudlyak and Juan Sanchez, Economists, Federal Reserve Banks of Richmond and St. Louis, respectively

Source: https:/iwww.stlouisfed.org/publications/regional-economist/january-2016/labor-ind icators-some-of-todays-trends-pre-date-the-great-recession; 2/2/16 ReturnTOC



Railroad Lumber & Wood Shipments vs.
U.S. New SF House Sales
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Sources: Association of American Railroads, Rail Time Indicatorsreport; 2/5/16; U.S. DOC-Construction; 1/27/16



Railroad Lumber & Wood Shipments vs.
U.S. New SF House Sales: 1-year offset
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=—New SF Sales (1-yr. offset) = Lumber & Wood Shipments (U.S. + Canada)

In this graph, initially January 2007 lumber shipments are contrasted with January 2008 sales through January 2016 data.
The purpose is to discover if lumber shipments relate to future new SF house sales. It also is realized that trucking hauls
lumber; however, to our knowledge comprehensive trucking data is not available.

Sources: Association of American Railroads, Rail Time Indicatorsreport; 2/5/16; U.S. DOC-Construction; 1/27/16 Returnto TOC



December 2015 Construction Spending
December 2015 Private Construction: $429.6 billion (SAAR)

0.9% more than the revised November estimate of $425.8 billion (SAAR)
8.1% greater than the December 2014 estimate of $397.3 billion (SAAR)

December SF construction: $231.3 billion (SAAR)
1.0% more than November: $229.0 billion (SAAR)
8.7% greater than December 2014: $212.7 billion (SAAR)

December MF construction: $52.8 billion (SAAR)
2.7% more than November: $51.4 billion (SAAR)
12.0% greater than December 2014:$47.2 billion (SAAR)

December Improvement® construction: $145.5billion (SAAR)
0.1% more than November: $145.3 billion (SAAR)
5.8% greater than December 2014: $137.4 billion (SAAR)

€ The US DOC does not report improvement spending directly, this is an estimation. All data are SAARs and reported in nominal US$.

Source: http://www.census.gov/construction/c30/pdf/privsa.pdf; 2/1/16 ReturnTOC



Construction Spending: 2000-December 2015

500,000 - 700,000
$ SF, MF, RR: LHS in thousands; SAAR Total$: RHS
450,000
/F\ - 600,000
400,000 / —
350,000 / — ] - 500,000
300,000 — T H
— - 400,000
gy B R
250,000 +——= T — T
7 B
/ - 300,000
200,000-—————————\ — —/4————————————
/
[ /
150'000________§: ___/7&_________ =TT [ 200,000
// ~ y ’/’\\ /
" " 4 /
” \
100,000-——; — e —
——’
- 100,000
50,000 1 m— TwmtimEente —’:’; —: —
N L~
- T T T T T T T T T T T T T T T T T T T T T T T T T T 0
20002001 2002 2003 2004 2005 2006 2007 2008 200920102011 201220132014 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
20152015 20152015 20152015 201520152015 201520152015
E—Total Private Residental = New SF == New MF = |mprovements
Reported in nominal US$.
Source: http://www.census.gov/construction/c30/pdf/privsa.pdf; 2/1/16 ReturnTOC



2015 Construction Spending
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The US DOC does not report improvement spending directly, this is an estimation. Reported in nominal US$.

Source: http://www.census.gov/construction/c30/pdf/privsa.pdf; 2/1/16 ReturnTOC



Existing House Sales

National Association of Realtors (NAR®)
December 2015 sales: 5.46 million houses sold (SAAR)

Distressed house sales: 8% of sales —
(6% foreclosures and 2% short-sales);

9% in November and 11% in December 2014.

All-cash sales: decreased to 24%: 27% in November,
and 26% (December 2014).

Individual investors still purchase a considerable portion of
“all cash” sale houses — 15% In December,
16% in November and 17% in December 2014.

64% of investors paid cash in December.

Source: NAR® www.realtor.org/topics/existing-home-sales; 1/22/16
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Existing House Sales

Existing Sales Median Price = Month’s Supply
December 5,460,000 $220,300 3.9
November 4,760,000 $219,100 5.1
2014 5,070,000 $207,200 4.4
M/M change 14.7% 0.5% -23.5%
Y/Y change 7.7% 6.3% -11.4%
NE Sales MW Sales S Sales W Sales
December 750,000 1,220,000 2,270,000 1,220,000
November 690,000 1,100,000 1,980,000 990,000
2014 670,000 1,110,000 2,170,000 1,120,000
M/M change 8.7% 10.9% 14.6% 23.2%
Y/Y change 11.9% 9.9% 4.6% 8.9%

* All sales data: SAAR

Source: NAR®www.realtor.org/topics/existing-home-sales; 1/22/16
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Total Existing House Sales

3000 - 8000
Regions: LHS in thousands; SAAR Total Existing Sales: RHS
o
/ - 7000
2500 /7
/7 - 6000
7 1 ] ] —
2000 +———— 27 — _ v
1. — o B M - 5000
1500 = \\ 4000
%
% \
/// L] =
d AN i =t ER
AT N g \,,.4/ ™ v/ - 3000
- M N
1000 = ve v
\ _ L+ 2000
\; L ™
500
- 1000
199920002001 2002 2003 2004 2005 2006 2007 2008 2009 20102011 201220132014 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
201520152015201520152015 201520152015 2015 2015 2015
m— B3 —NE — MW — e—\\
Source: NAR®www.realtor.org/topics/existing-home-sales; 1/22/16 ReturnTOC



Total Existing House Sales: 2015
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Home Ownership

Figure 4
Quarterly Homeownership Rates and Seasonally Adjusted Homeownership Rates
7%“'“‘“ for the United States, 1995-2015
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“The homeownership rate of 63.8 percent was 0.2 percentage points (+/-0.4) lower than the fourth
quarter 2014 rate (64.0 percent) and 0.1 percentage point (+/-0.4) higher than the rate last quarter
(63.7 percent).” — Robert Callis and Melissa Kresin, Social, Economic and Housing Statistics
Division, U.S. Census Bureau

Sources: http:/iww census gov/housing/hvs/iles/currenthvspress. pdf; 1/28/16 Returnto TOC



Home Ownership

Figure 1

Percent  Quarterly Rental and Homeowner Vacancy Rates for the United States, 1995-2015
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“National vacancy rates in the fourth quarter 2015 were 7.0 percent for rental housing and 1.9
percent for homeowner housing. The rental vacancy rate of 7.0 percent was virtually unchanged
from the rate in the fourth quarter 2014 and 0.3 percentage points lower than the rate last quarter.
The homeowner vacancy rate of 1.9 percent was virtually unchanged from the rate in the fourth
quarter 2014 and the rate last quarter.” — Robert Callis and Melissa Kresin, Social, Economic and
Housing Statistics Division, U.S. Census Bureau

Sources: http:/mww.census.gov/housing/hvs/files/currenthvspress.pdf; 1/28/16
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First-Time Purchasers

National Association of Realtors (NAR®)

First-Time Purchases

32% of sales in December —

30% in November and 29% in December 2014.

American Enterprise Institute Center on Housing Risk

First-Time Purchases

“First-time buyers accounted for 56.7 percent of primary owner-occupied home purchase
mortgages with a government guarantee, up from 55.5 percent the prior December.”

U.S. Census Bureau — Housing Vacancy Survey

Fourth quarter 2015 home ownership rate: 30 — 34 year olds: 47.4 percent

Third quarter 2015 home ownership rate: 30 — 34 year olds: 46.8 percent

Sources: NAR®, www.realtor.org/topics/existing-home-sales; 1/22/16; American Enterprise Institute: http://www.housingrisk.org; 1/19/16;
http:/Awww.census.gov/programs-surveys/ahs.html; 1/29/16 ReturnTOC



First-Time Purchasers
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Some analysts use the U.S. Census home ownership rates (by age of householder) data as a
proxy for first-time purchases. As presented above, the 25 to 29 age category declined
minimally; the 30 to 34 category declined; and the 35 to 39 age category increased (all Y/Y).

Source: http://www.census.gov/housing/hvs/data/q315ind.html; 1/29/16 ReturnTOC



First-Time Purchasers
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Source: http://www.census.gov/housing/hvs/data/q315ind.html; 1/29/16
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Housing Affordability

Principal and Interest Payment on the Median Home Nationally

I P&l Payment on Median Home: —as % of Median Monthly Housshold Income (right axis)
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Principal and Interast Payment on the Median Home is based on an 80% LTV 30-year fixed rate morigage af the FHLMC 30-year rafe.
Payment as % of Median Monthly Household Income utiizes median household income by year as reported by the Census Bureau

“Despite 43 consecutive months of annual home price appreciation, affordability still remains favorable by
historic standards. Currently, it takes 21 percent of the median monthly household income to purchase the
median priced home nationally using a 30-year fixed rate mortgage

This is down significantly from 33 percent at the top of the marketin 2006, and is still below the average of 26
percent in the years before the housing bubble

Overall, it requires 20 percent less of the median income to purchase the median home today than it did from
2000-2002” — Black Knight Mortgage Monitor, December

Source: http://iwww.bkfs.com/Data/DataReports/BKFS_MM_Dec2015_Report.pdf; 2/1/16 ReturnTOC



Housing Affordability

Principal and Interest Payment on the Median Home Nationally

P&l Payment on Median Home as % of Median Monthly Household Income (nght axis)
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Principal and Interest Payment on the Median Home is based on an 80% LTV 30-year fixed rate mortgage at the FHLMC 30-year rate.
Payment as % of Median Monthly Household Income utilizes median household income by year as reported by the Census Bureau
Median Household Income in the example scenario above was held constant over the next 24 months

“The long term impact of rising interest rates and home prices on affordability varies with geography and
warrants close observation moving forward. Using an example scenario with today’s rate of home price
appreciationand a 50 BPS/year increase in interest rates, we see that in two years home affordability will be
pushing the upper bounds of the pre-bubble average

In this scenario, within 12 months the average payment on the median $114 nationally, requiring 24 percent of
median monthly income to make the mortgage payment; this is still below the 2000-2002 average. After 24
months under this scenario, the monthly payment on the median home would be $240 more, and require 26.5
percent of the median household income

Interest rates have a much greater impact on affordability than prices; a 1 percent rise in rates is equivalentto a
13 percent jump in home prices” — Black Knight Mortgage Monitor, December

Source: http://www.bkfs.com/Data/DataReports/BKFS_MM_Dec2015_Report.pdf; 2/1/16 ReturnTOC



Summary

In summary:

Incremental progress describes the currenthousing market. Multi-family construction and existing house sales

remain steady; construction and sales of new single-family houses in the upper price echelons are solid; and
improvementor remodeling expenditures are flat on a nominal basis.

The fact remains thatin most housing data categories, construction and new sales remain far less than historical
averages. The new housing sector is where the majority of forest products are used and this housing sector hasroom for

improvement.
Pros:
1) Historically low interest ratesare still in effect;
2) Asaresult, housing affordability is good for most of the country;
3) Household formationsincreased in Q3 2015 (using occupied housing data fromthe January 2015 Current
Population/Housing Vacancy surveys);
4) Somebuilders are beginningto focus on entry-level houses; and
5) Consumer attitudes towards housingare improving.
Cons:
1) Jobcreation is consistent but some economists question the quantity and types of jobs being created;
2) Stagnantreal median annual household incomes —though increasing somewhat the past few months;
3) Strict homeloan lending standards; and

Global uncertainty?
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Virginia Tech Disclaimer

Disclaimer of Non-endorsement

Reference herein to any specificcommercial products, process, or service by trade name, trademark, manufacturer, or
otherwise, does not constitute or imply its endorsement, recommendation, or favoring by Virginia Tech. The views and
opinions ofauthorsexpressed herein do not necessarily state or reflect those of Virginia Tech, and shall not be used for
advertising or product endorsement purposes.

Disclaimer of Liability

With respect to documents sent out or made available from this server, neither Virginia Tech nor any of its employees,
makes any warranty, expressed or implied, including the warranties of merchantability and fitness for a particular
purpose, or assumes any legal liability or responsibility for the accuracy, completeness, or usefulness ofany information,
apparatus, product, or process disclosed, or represents that its use would not infringe privately owned rights.

Disclaimer for External Links

The appearance of external hyperlinks does not constitute endorsement by Virginia Tech of the linked web sites, or the
information, products or services contained therein. Unless otherwise specified, Virginia Tech does not exercise any
editorial control over the information you may find at these locations. All links are provided with the intent of meeting
the mission of Virginia Tech’s web site. Please let us know about existing external links you believe are inappropriate
and about specific additional external links you believe ought to be included.

Nondiscrimination Notice

Virginia Tech prohibits discrimination in all its programs and activities on the basis of race, color, national origin, age,
disability, and where applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic
information, political beliefs, reprisal, or becauseall or a partofan individual's income s derived from any public
assistance program. Personswith disabilitieswho require alternative means for communication of program information
(Braille, large print, audiotape, etc.) should contact the author. Virginia Tech is an equal op portunity provider and
employer.
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U.S. Department of Agriculture Disclaimer

Disclaimer of Non-endorsement

Reference herein to any specificcommercial products, process, or service by trade name, trademark, manufacturer, or
otherwise, does not necessarily constitute or imply its endorsement, recommendation, or favoring by the United States
Government. The views and opinions of authors expressed herein do not necessarily state or reflect those of the United
States Government, and shall notbe used for advertising or product endorsement purposes.

Disclaimer of Liability

With respect to documents available from this server, neither the United States Governmentnor any of its employees,
makes any warranty, express or implied, including the warranties of merchantability and fitness for a particular purpose,
or assumes any legal liability or responsibility for the accuracy, completeness, or usefulness of any information,
apparatus, product, or process disclosed, or represents that its use would not infringe privately owned rights.

Disclaimer for External Links

The appearance of external hyperlinks does not constitute endorsement by the U.S. Department of Agriculture ofthe
linked web sites, or the information, products or services contained therein. Unless otherwise specified, the Department
does not exercise any editorial control over the information youmay find at these locations. All links are provided with
the intent of meeting the mission of the Departmentand the Forest Service web site. Please let us know about existing
external links you believe are inappropriate and about specific additional external links you believe ought to be included.

Nondiscrimination Notice

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of
race, color, national origin, age, disability,and where applicable, sex, marital status, familial status, parental status,
religion, sexual orientation, genetic information, political beliefs, reprisal, or because all or a partofan individual's
income is derived from any publicassistance program. (Not all prohibited bases apply to all programs.) Persons with
disabilities who require alternative means for communication of programinformation (Braille, large print, audiotape,
etc.) should contact USDA's TARGET Center at 202.720.2600 (voiceand TDD). To file a complaint of discrimination
writeto USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C. 20250-9410 or call
800.795.3272 (voice) or 202.720.6382 (TDD). The USDAIs an equal opportunity provider and employer.
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