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Opening Remarks

October housing datasuggestsa slowdown, or a normalization of housing construction at a decreased
level. The questionsare: Is this permanent, or dueto seasonal slowing? October housing datawas mostly
negative, with several monthly declines in single-family starts, permits, and completions, and new single-
family sales. Several housing data reports were negative on year-over-year basis. Total and single-family
housing under construction remained positive, except for multi-family data. Total housingcompletions
declined on a month-over-month andyearly basis. New and existing sales continued their stagnant trend,
monthlyand yearly. Total privateand single-family construction spendingalso were minimally negative
on a monthlybasis. The December 9th Atlanta Fed GDPNow™ model projects an aggregate -2.3%
decline for residential investmentspending. New private permanent site expenditures were projected for a
4.5% decrease; the improvement spending forecast was a 4.0% increase; and the manufactured/mobile
housing projectionwas a 8.6% improvement (all: quarterly log change and seasonally adjusted annual
rate)!.

“...Morethan a decade after the start ofthe recession, housing starts sit at about 1.2 million units,
which, while up substantially from a low of 500,000 0r so in 2011, remain not within earshot of their
cyclical high of 2 million units in 2005. (In2008, starts sat at 900,000 units.) Yes, it’s true that the
median sales price of new single-family houses (in 2017 dollars), which tumbled 16% from 2005to0 2011,
has since recovered and hit an all-time high of about $320,000. And, yes, the foreclosure rateis back to
normal,and, yes, the national average credit scoresits at a record high of 704. And, yes, household
formationrates have improved, which should drive demand for new houses.

But, no, the housing industry has not emerged from the recession in the best of shape. Housingstarts,
the industry’skey indicator, remain close to the typical recession level, and at $270 billion in 2017, the
value of new single-family houses added to the housing stock is close to 50% off from the 2005 peak.
Anotherreason the industry doesn’thave much to celebrate? With slumping housingstarts and witha
veritable handful ofbig builders controllingmore ofthe country’s housing activity, the number of active
building firms in the U.S. has declined from 75,0001n 2008 to 30,000 this year. That’sa 60% decline and
the clearest sign yet of a housing industry in something closer to retreatthanrecovery. ”’2— Frank Anton,
Vice Chairman Emeritus, Hanley Wood

This month’s commentary contains applicable housing data: SectionI contains dataand commentary
and Section Il includes regional Federal Reserve analysis, private indicators,and demographic and
economic commentary.

Sources: ! www.frbatlanta.org/cqer/research/gd pnow.aspx; 12/9/18; 2 www.builderonline.com/money/economics/will-the-housing-market-ever-really-recover_o; 11/7/18
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October 2018
Housing Scorecard

Housing Starts

Single-family Starts

Housing Permits

Single-family Permits

Housing Under Construction
Single-family Under Construction
Housing Completions
Single-family Completions

New Single-family House Sales

Private Residential
Construction Spending
Single-family Construction Spending

Existing House Sales

M/M

1.5%
1.8%

0.6%
0.6%
0.5%
1.0%
3.3%
1.2%
8.9%
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vV 0.5%
vV 0.5%
A 1.4%

Y/Y
v 2.9%
V 2.6%
vV 6.0%
V  0.6%
A 3.6%
A 8.4%
V 6.5%
A 4.3%
vV 12.0%
A 1.8%
A 2.4%
V  51%

Sources: U.S. Department of Commerce-Construction; ! FRED: Federal Reserve Bank of St. Louis

M/M = month-over-month;Y/Y = year-over-year; NC = no change
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New Construction’s Percentage of
Wood Products Consumption

= All Sawnwood m Structural panels = Non-structural panels

Source: U.S. Forest Service. Howard,J. and D. McKeever. 2017.U.S. Forest Products Annual Market Review and Prospects, 2013-2017 ReturnTOC



New SF Construction Percentage of
Wood Products Consumption

14%
O Non-structural panels:

New Housing

86% OOther markets

60% 40%

25%

O All Sawnwood: New housing

75%

O Other markets

O Structural panels:
New housing

O Other markets

Source: U.S. Forest Service. Howard,J. and D. McKeever. 2017.U.S. Forest Products Annual Market Review and Prospects, 2013-2017
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Repair and Remodeling’s Percentage of
Wood Products Consumption

14%

O Non-structural panels:
Remodeling

O Other markets

86% 77%

21%

O Other markets

719%

23%

O Structural panels: Remodeling

O All Sawnwood: Remodeling

O Other markets

Source: U.S. Forest Service. Howard,J. and D. McKeever. 2017.U.S. Forest Products Annual Market Review and Prospects, 2013-2017
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New Housing Starts

Total Starts* SF Starts MF 2-4 Starts** MF >5 Starts

October 1,228,000 865,000 20,000 343,000
September 1,210,000 881,000 6,000 323,000
2017 1,265,000 888,000 18,000 359,000
M/M change 15 -1.8 233.3 6.2
Y/Y change -2.9 -2.6 11.1 -4.5
*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
((Total starts — (SF + 5 unit MF)).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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Total Housing Starts
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US DOC does not report 2 to 4 multifamily starts directly, this is an estimation: ((Total starts — (SF + Total MF)).

* Percentage of totalstarts.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New SF Starts

0.0200 -
0.0180 - 20 to 54 yearold classification: 10/18 ratio: 0.0059
00160 - 20 to 54 population/SF starts: 1/1/59 to 7/1/07 ratio: 0.0103
0.0140 -
0.0120 - f\
TARALY \ |

0.0100
l

o AL ot
TN W |

0.0040 A

0.0020 - /

0.0000 Total non-institutionalized/Start ratio: 1/1/59 to 7/1/07: 0.0066 Total: 10/18 ratio: 0.0033

5 ® \ X g Q o ) B \ S\ Q o
\\\\59 \\\\6]’ \\\\6 \\\\b \\\\/\ \\\\(\ \\\\'\ \\\\% \\\\%,5 \\\\% \\\\%9 \\\\q’), \\\\Q \\\\Q \\\\Q \\\\Qb( \\\\Q \\\\\ \\\\\,’> \\\\\

—Ratio: SF Housing Starts/Civilian Noninstitutional Population

—Ratio: SF Housing Starts/Civilian Noninstitutional Population (20-54)

New SF starts adjusted for the US population

From October 1959 to October 2007, the long-term ratio of new SF starts to the total US non-institutionalized
population was 0.0066; in October 2018 it was 0.0033 — a slight decrease from September. The long-term ratio of
non-institutionalized population, aged 20 to 54 is 0.0103; in October 2018 was 0.0059 — no change from
September. From a population worldview, new SF construction is less than what is necessary for changes in
population (i.e., under-building).

Sources: http://www.census.gov/construction/nrc/pdf/newresconst.pdff and The Federal Reserve Bank of St. Louis; 11/20/18 ReturnTOC



Total Housing Starts:
Six-Month Average
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Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



SF Housing Starts:
Six-Month Average
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Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Starts by Region
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NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalstarts.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Starts by Region

" NE Total NESF  NE MF**

October 87,000 70,000 17,000
September 132,000 61,000 71,000
2017 145,000 64,000 81,000
M/M change -34.1 14.8 -76.1
Y/Y change -40.0 9.4 -79.0
MW Total MW SF MW MF
October 210,000 127,000 83,000
September 158,000 129,000 29,000
2017 200,000 144,000 56,000
M/M change 32.9 -1.6 186.2
Y/Y change 5.0 -11.8 48.2

All data are SAAR; NE = Northeastand MW = Midwest.
** US DOC does not report multifamily starts directly, this is an estimation (Total starts — SF starts).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Starts by Region

October 596,000 427,000 169,000
September 569,000 445,000 124,000
2017 617,000 475,000 142,000
M/M change 4.7 -4.0 36.3
Y/Y change -3.4 -10.1 19.0
W Total W SF W MF
October 335,000 241,000 94,000
September 351,000 246,000 105,000
2017 303,000 205,000 98,000
M/M change -4.6 -2.0 -10.5

Y/Y change 10.6 17.6 -4.1

All data are SAAR; S = Southand W = West.
** US DOC does not report multifamily starts directly, this is an estimation (Total starts — SF starts).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



Total SF Housing Starts by Region
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NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalstarts.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



Nominal & SAAR SF Starts
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Nominal and Adjusted New SF Monthly Starts
Presented above is nominal (non-adjusted) new SF start data contrasted against SAAR data.

The apparent expansion factor “... is the ratio of the unadjusted number of houses started in the US to the

seasonally adjusted number of houses started in the US (i.e., to the sum of the seasonally adjusted values for the

four regions).” — U.S. DOC-Construction

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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MF Housing Starts by Region
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NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalstarts.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



SF & MF Housing Starts (%)
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Railroad Lumber & Wood Shipments vs.
U.S. SF Housing Starts
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Sources: Association of American Railroads (AAR), Rail Time Indicators report 11/8/18; U.S. DOC-Construction; 11/20/18 ReturnTOC



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

In this graph, January 2007 lumber shipments are contrasted with October 2007 SF starts, and continuing through
October 2018 SF starts. The purpose is to discover if lumber shipments relate to future single -family starts. Also,
it is realized that lumber and wood products are trucked; however, to our knowledge comprehensive trucking data
is notavailable.

Sources: Association of American Railroads (AAR), Rail Time Indicators report 11/8/18; U.S. DOC-Construction; 11/20/18
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New Housing Permits

Total SF MF 2-4 unit MF = 5 unit
Permits* Permits Permits Permits
October 1,263,000 849,000 38,000 376,000
September 1,270,000 854,000 40,000 376,000
2017 1,343,000 854,000 35,000 454,000
M/M change -0.6 -0.6 -5.0 0.0
Y/Y change -6.0 -0.6 8.6 -17.2

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

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



Total New Housing Permits
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NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalpermits.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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Nominal & SAAR SF Permits
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Nominal and Adjusted New SF Monthly Permits
Presented above is nominal (non-adjusted) new SF start data contrasted against SAAR data.

The apparent expansion factor “...is the ratio of the unadjusted number of houses started in the US to the
seasonally adjusted number of houses started in the US (i.e., to the sum of the seasonally adjusted values for the
four regions).” — U.S. DOC-Construction

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Permits by Region
NE Total* NE SF NE MF**

October 115,000 63,000 52,000
September 95,000 57,000 38,000
2017 121,000 51,000 70,000
M/M change 21.1 10.5 36.8
Y/Y change -5.0 23.5 -25.7
MW Total* MW SF MW MF**
October 187,000 116,000 71,000
September 171,000 119,000 52,000
2017 197,000 127,000 70,000
M/M change 94 -2.5 36.5

Y/Y change -5.1 -8.7 1.4

* All data are SAAR
** US DOC does not report multifamily starts directly, this is an estimation (Total starts — SF starts).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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New Housing Permits by Region

S Total* S SF S ME**
October 648,000 463,000 185,000
September 664,000 459,000 205,000
2017 647,000 461,000 186,000
M/M change -2.4 0.9 -9.8
Y/Y change 0.2 04 -0.5
W Total* W SF W MF**
October 313,000 207,000 106,000
September 340,000 219,000 121,000
2017 378,000 215,000 163,000
M/M change -7.9 -5.5 -12.4

Y/Y change -17.2 -3.7 -35.0

All data are SAAR
** US DOC does not report multifamily starts directly, this is an estimation (Total starts — SF starts).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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Total Housing Permits by Region
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NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of total permits.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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SF Housing Permits by Region
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=—=NE SF Permits =MW SF Permits =S SF Permits =W SF Permits

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalpermits.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



MF Housing Permits by Region

300 A
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==NE MF Permits e MW MF Permits S MF Permits e\ MF Permits

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalpermits.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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Railroad Lumber & Wood Shipments vs.

U.S. SF Housing Permits
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Sources: Association of American Railroads (AAR), Rail Time Indicators report 11/8/18; U.S. DOC-Construction; 11/20/18
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Railroad Lumber & Wood Shipments vs.
U.S. SF Housing Permits: 3-month Offset
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e |_umber & Wood Shipments (U.S. + Canada) e SF Permits (3-mo. offset)

In this graph, January 2007 lumber shipments are contrasted with October 2007 SF permits, continuing through
October 2018. The purpose isto discover if lumber shipments relate to future single -family permits. Also, it is
realized that lumber and wood products are trucked; however, to our knowledge comprehensive trucking data is
notavailable.

Sources: Association of American Railroads (AAR), Rail Time Indicators report 11/8/18; U.S. DOC-Construction; 11/20/18
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New Housing Under Construction

(HUC)

MF 2-4 unit**

Total Under SF Under Under
Construction* Construction  Construction
October 1,137,000 527,000 13,000
September 1,131,000 522,000 12,000
2017 1,097,000 486,000 12,000
M/M change 0.5 1.0 8.3
Y/Y change 3.6 8.4 8.3

MF 2 5 unit Under
Construction

597,000

597,000

599,000
0.0

-0.3

All housing under construction data are presented ata seasonally adjusted annualrate (SAAR).
** US DOC does notreport 2-4 multifamily units under construction directly, this is an estimation
((Total under construction — (SF + 5 unit MF)).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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Total Housing Under Construction

1,000
000 SAAR; in thousands A Total HUC
/ \ 1,137,000
800 Total SF 527,000 46.4%

/ \ Total 2-4 MF 13,000 1.1%

700 / \ Total >5 MF 597,000 52.5%

600 \ /
500 =

/)

300 \

200 \/
100
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= SF Under Construction = 2-4 MF Under Construction = >5 MF Under Construction

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalhousing under construction units.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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New Housing Under Construction

by Region
NE Total NE SF NE MF**
October 190,000 61,000 129,000
September 191,000 60,000 131,000
2017 192,000 53,000 139,000
M/M change -0.5 1.7 -1.5
Y/Y change -1.0 15.1 -7.2
MW Total MW SF MW MF
October 152,000 82,000 70,000
September 152,000 82,000 70,000
2017 154,000 80,000 74,000
M/M change 0.0 0.0 0.0
Y/Y change -1.3 2.5 -5.4

All data are SAAR; NE = Northeast and MW = Midwest.
** US DOC does not report multifamily units under construction directly, this is an estimation
(Total underconstruction — SF under construction).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Under Construction

by Region
S Total S SF S MF**
October 457,000 241,000 216,000
September 452,000 238,000 214,000
2017 444,000 230,000 214,000
M/M change 1.1 1.3 0.9
Y/Y change 2.9 4.8 0.9
W Total W SF W MF
October 338,000 143,000 195,000
September 336,000 142,000 194,000
2017 307,000 123,000 184,000
M/M change 0.6 0.7 0.5
Y/Y change 10.1 16.3 6.0

All dataare SAAR; S = Southand W = West.
** US DOC does not report multifamily units under construction directly, this is an estimation
(Total underconstruction — SF under construction).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



Total Housing Under Construction
by Region

700
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Total Regional HUC
Total NE 190,000 16.7%
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Total MW 152,000 16.7%
Total S 457,000 40.2%
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==NE Under Construction ====MW Under Construction ====S Under Construction ==\ Under Construction

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalhousing under construction units.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



SF Housing Under Construction
by Region

450
SAAR; in thousands
400 A Total SF HUC
Total NE 61,000  5.4%
350 / \ Total MW 82,000  7.2%
Total S 241,000 21.2%
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== NE SF Under Construction =MW SF Under Construction ====S SF Under Construction ==\\/ SF Under Construction

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalhousing under construction units.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



MF Housing Under Construction
by Region

250 — Total MF HUC
SAAR; in thousands Total NE 129.000 11.3%
Total MW 70,000  6.2% /\,~_\/
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==NE MF Under Construction =MW MF Under Construction =S MF Under Construction =\\/ MF Under Construction

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalhousing under construction units.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Completions

Total SF MF 2-4 unit** MF = 5 unit

Completions* Completions Completions Completions
October 1,111,000 832,000 10,000 269,000
September 1,149,000 842,000 8,000 299,000
2017 1,188,000 798,000 7,000 383,000
M/M change -3.3% -1.2% 25.0% -10.0%
Y/Y change -6.5% 4.3% 42.9% -29.8%

* All completion data are presented ata seasonally adjusted annual rate (SAAR).
** US DOC does not report multifamily completions directly, this is an estimation ((Total completions — (SF + 5 unit MF)).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



Total Housing Completions

1,800
SAAR; in thousands
1600 _—\ Total Completions
1,111,000
1400 / \ Total SF 832,000 74.9%
' / Total 2-4 MF 10,000 0.9%
\ Total >5 MF 269,000 24.2%
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= Total SF Completions - Total 2-4 MF Completions —Total >5 MF Completions

US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Total completions — SF completions).

* Percentage of totalhousing completions

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



Total Housing Completions
by Region
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== NE Completions =MW Completions =S Completions =\ Completions

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Totalcompletions — SF completions).

* Percentage of totalhousing completions

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Completions

by Region
NE Total NE SF NE MF**
October 77,000 49,000 28,000
September 107,000 60,000 47,000
2017 139,000 61,000 78,000
M/M change -28.0% -18.3% -40.4%
Y/Y change -44.6% -19.7% -64.1%
MW Total MW SF MW MF
October 181,000 124,000 57,000
September 178,000 129,000 49,000
2017 148,000 129,000 19,000
M/M change 1.7% -3.9% 16.3%
Y/Y change 22.3% -3.9% 200.0%

All data are SAAR; NE = Northeast and MW = Midwest.

** US DOC does not report multifamily units under construction directly, this is an estimation
(Total underconstruction — SF under construction).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing Completions

by Region
S Total S SF S MF**
October 544,000 424,000 120,000
September 565,000 439,000 126,000
2017 628,000 427,000 201,000
M/M change -3.7% -3.4% -4.8%
Y/Y change -13.4% -0.7% -40.3%
W Total W SF W MF
October 309,000 235,000 74,000
September 299,000 214,000 85,000
2017 273,000 181,000 92,000
M/M change 3.3% 9.8% -12.9%
Y/Y change 13.2% 29.8% -19.6%

All data are SAAR; S = Southand W = West.
** US DOC does not report multifamily units under construction directly, this is an estimation
(Total underconstruction — SF under construction).

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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Total Housing SF Completions
by Region
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800 \ -
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——=NE SF Completions =MW SF Completions =S SF Completions = \\/ SF Completions

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Total completions — SF completions).

* Percentage of totalhousing completions

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18 ReturnTOC



New Housing MF Completions
by Region
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AAR; in th
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Total NE 28,000 2.5%
200 Total MW 57,000 5.1%
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—NE MF Completions =MW MF Completions =S MF Completions = \V MF Completions

NE = Northeast, MW = Midwest, S = South, W = West
US DOC does notreport 2 to 4 multi-family completionsdirectly, this is an estimation (Total completions — SF completions).

* Percentage of totalhousing completions

All data are SAAR; NE = Northeastand MW = Midwest; * Percentage of totalhousing completions.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/20/18
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New Single-Family
House Sales
New SF Median Mean Month's

Sales* Price Price Supply
October 544,000 $309,700 $395,000 7.4

September 597,000 $321,300 $379,000 6.5
2017 618,000 $319,500 $394,000 5.6
M/M change -8.9% -3.6% 4.2% 13.8%

Y/Y change -12.0% -3.1% 0.3% 32.1%

* All new sales data are presented ata seasonally adjusted annualrate (SAAR)® and housing prices are adjusted atirregular intervals2.

New SF sales were markedly less than the consensus forecast® of 575 m. The past three
month’s new SF sales data also were revised downward:

July initial: 654 m revised to 606 m;
August initial: 609 m revised to 591 m;
September initial: 693 m revised to 597 m.

Sources: thttp://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18; 2 https://www.census.gov/construction/cpi/pdf/descpi_sold.pdf
3 http://mam.econoday.com/byshoweventfull.asp; 11/28/18 ReturnTOC



New SF House Sales

1,400
SAAR; in thousands

1,200

1,000 /
1963-2016 average: 650,963 units
800 X

600
1963-2000average: 633 895units /
40 October 2018: 544,000
200
0

’LQQQ 'LQQ\ '79@/ ,LQQ% ,LQQD‘ ’LQQ% ,LQQb ,LQQ'\ ’LQQ% 'lQQq q’Q\Q ’LQ\\ 'LQ\(L ,LQ\% ,Lg\b‘ ’LQ\‘) ,Lg\b ,LQ\,\ ,LQ\% ’LQ\% ,LQ\OO 'LQ\% ’LQ\% Q\% Q\% Q\% Q\% '),Q\%
AT N §mﬁ IS P e o

== Total New SF Sales

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18 ReturnTOC



New SF Housing Sales:
Six-month average & monthly
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—Six-month SF Sales Average B New SF Sales (monthly)

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18 ReturnTOC



New SF House Sales by Region

and Price Category
October 22,000 60,000 313,000 149,000
September 27,000 77,000 339,000 154,000
2017 41,000 72,000 354,000 151,000
M/M change  -18.5% -22.1% -1.7% -3.2%
Y/Y change  -46.3% -16.7% -11.6% -1.3%

$150 - .$2oo- $300 - . $400 - | $500 -

<$150m $199.9m 299.9m $399.9m $499.9m $749.9m > $750m
October>>>* 2000 3,000 15,000 10,000 5,000 4,000 3,000

September 1,000 3,000 16,000 11,000 8,000 5,000 2,000

2017 2,000 4,000 17,000 11,000 8,000 5,000 3,000
M/M change 100.0% 0.0% -6.3% -9.1% -37.5% -20.0% 50.0%

Y/Y change 0.0% -25.0% -118% -9.1% -37.5% -20.0% 0.0%
New SFsales: % 4.8% 7.1% 357% 238% 119% 95% 7.1%

1 All data are SAAR

2 Houses for which sales price were not reported have been distributed proportionally to those for which sales price was reported;
3 Detail may not add to total because of rounding.

4 Housing prices areadjusted at irregular intervals.

Sources: 123 http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18;
4https://www.census.gov/construction/cpi/pdf/descpi_sold.pdf
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New SF House Sales

October New SF Sales*
|
<$150m 4.8%
1 ‘ $150-199.9m 7.1%
$200-299.9m 35.7%
ss00-5740.0m [ 4000 ey e
i $400-$499.9m 11.9%
$500-$749.9m 9.5%
$400-$499.9m 5,000 >$750m 7.1%
s2002000m .
i 15,000
$150-$199.9m _3,000
csison [ 200
| |
2,000 4,000 6,000 8,000 10,000 12,000 14,000 16,000

* Total new sales by price category and percent.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18 ReturnTOC



New SF House Sales

by Region

700

SAAR; in thousands

Total SF Sales

600 / \
500

Total NE 22,000 4.0%
Total MW 60,000 11.0%
Total S 313,000 57.5%

Total W 149,000 27.4%

400

0N

I\

0

= NE SF Sales

S T S S L B R N S S SN VSN S SEPRC S S SN S ST S SR SRS
AR AT A7 AR A AR AT AR AR AT AR AN AR AN AR A0V AT AR AN AV AN AR A0 ARV A AN A A0

AD

TP W et RIS W& e o

= MW SF Sales =S SF Sales —\\ SF Sales

* Percentage of totalnew sales.

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18
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New SF House Sales by
Price Category
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Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 3/23/18
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New SF House Sales
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% of Sales: < $400m % of Sales: > $400m

New SF Sales $400m houses: 2002 — October 2018

The sales share of $400 thousand plus SF houses is presented above®-2. Since the beginningof 2012, the
upper priced houses have and are garnering a greater percentage of sales. Adecreasing spread indicates

that more high-end luxury homes are beingsold. Several reasonsare offered by industry analysts; 1)
builders can realize a profiton higher priced houses; 2) historically low interest rates have indirectly
resulted in increasing house prices; and 3) purchasers of upper end houses fared better financially coming
out of the Great Recession.

Source: 1 http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 2 https://www.census.gov/construction/cpi/pdf/descpi_sold.pdf 11/28/18
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New SF House Sales
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New SF Sales: < $ 200m and > $500m: 2002 to October 2018

The number of < $200 thousand plus SF houses has declined dramatically since 200212, Subsequently,
from 2012 onward, the> $500 thousand class has soared (on a percentage basis) in contrast to the
< $200m class. Oneof the most oft mentioned reasons for this occurrence is builder net margins.

Note: Sales values are not adjusted for inflation.

Source: ! http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 2 https://www.census.gov/construction/cpi/pdf/descpi_sold.pdf 11/28/18 ReturnTOC



New SF House Sales by
Square Feet of Floor Area

140 1 .
in thousands of units; SAAR
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—<1,400sq ft =—2>4,000sq ft

New SF Sales: < 1,400 square feet and = 4,000 square feet: 1999 to 2017

The number of SF houses sold (>4,000 sq ft) has risen dramatically since 2010-. Some of the most oft
mentioned reasons for this is builder net margins; regulations, and finance availability.

Source: https://www.census.gov/construction/chars/pdf/soldsquarefeet.pdf ; 11/28/18 ReturnTOC



New SF House Sales
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20 to 54 year old population/New SF sales: 1/1/63 to 12/31/07 ratio: 0.0062

20 to 54: 7/18 ratio: 0.0037
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<

Total US non-institutionalized population/new SF sales: 1/1/63to 12/31/07 ratio: 0.0039

All new SF sales: 7/18 ratio: 0.0021
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——Ratio of New SF Sales/Civilian Noninstitutional Population

——Ratio of New SF Sales/Civilian Noninstitutional Population (20-54)

New SF sales adjusted for the US population

From October 1963 to November 2007, the long-term ratio of new house sales to the total US non-
institutionalized population was 0.0039; in October 2018 it was 0.0021 — a decrease from September (0.0023).
The non-institutionalized population, aged 20 to 54 long-term ratio is 0.0062; in October 2018 it was 0.0037 —
also decrease from September (0.0040). All are non-adjusted data. From a population viewpoint, construction is
less than what is necessary for changes in the population (i.e., under-building).

Sources: http://iwww.census.gov/construction/nrc/pdf/newresconst.pdff and The Federal Reserve Bank of St. Louis; 11/28/18
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Railroad Lumber & Wood Shipments
vs. U.S. SF House Sales
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LHS: Lumber shipments— carloads (weekly average/month)

RHS: New SF Sales-in thousands
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“Data are average weekly originations for each month, are not seasonally adjusted,and do not include intermodal.” —

AAR
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Sources: Association of American Railroads (AAR), Rail Time Indicators report 11/8/18; U.S. DOC-Construction; 11/28/18
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Railroad Lumber & Wood Shipments vs.
U.S. SF Housing Sales: 1-year Offset
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LHS: Lumber shipments— carloads (weekly average/month) RHS: New SF Sales-in thousands
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“Data are average weekly originations for each month, are notseasonally adjusted,and do notinclude intermodal.”— AAR
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= |_umber & Wood Shipments (U.S. + Canada) = New SF Sales (1-yr. offset)

In this graph, January 2007 lumber shipments are contrasted with January 2008 SF sales, and continuing through
October 2018. The purpose is to discover if lumber shipments relate to future single -family sales. Also, it is
realized that lumber and wood products are trucked; however, to our knowledge comprehensive trucking data is
not available.

Sources: Association of American Railroads (AAR), Rail Time Indicators report 11/8/18; U.S. DOC-Construction; 11/28/18 ReturnTOC



Nominal vs. SAAR New SF House Sales
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—New SF sales (adj) = Apparent Expansion Factor = New SF sales (non-adj)

Nominal and Adjusted New SF Monthly Sales

Presented above is nominal (non-adjusted) new SF sales data contrasted against SAAR data.

The apparentexpansion factor “...is theratio of the unadjusted number ofhouses sold in the US to the
seasonally adjusted number of housessold in the US (i.e., to the sum of the seasonally adjusted values for
the four regions).” — U.S. DOC-Construction

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18
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New SF House Sales

New SF Houses Sold During Perlod

Not Under
Total started Construction Completed

October 544,000 177,000 196,000 171,000

September 597,000 178,000 204,000 215,000
2017 618,000 182,000 218,000 218,000

M/Mchange -8.9% -0.6% -3.9% -20.5%
Y/Y change -12.0% -2./% -10.1% -21.6%
Total percentage 32.5% 36.0% 31.4%

New SF Houses Sold During Period

In October 2018, a substantial portion of new sales — 32.5% — have not been started; an
increase of 2.5% from September.
* Not SAAR

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18
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New SF House Sales
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Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18
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New SF House Sales

New SF Houses for Sale at the end of the Period

Not Under
Total started Construction Completed
October 336,000 65,000 197,000 74,000
September 322,000 58,000 193,000 71,000
2017 289,000 48,000 176,000 65,000
M/Mchange 4.3% 12.1% 2.1% 4.2%
Y/Y change  16.3% 35.4% 11.9% 13.8%

Total percentage 19.3% 58.6% 22.0%

Not SAAR

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18
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New SF House Sales

350
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Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18 ReturnTOC



New SF House Sales

New SF Houses for Sale at the end of the Period by Region™

Total \[= MW S W
October 341,000 28,000 43,000 179,000 91,000
September 326,000 27,000 41,000 172,000 86,000
2017 289,000 25,000 39,000 152,000 73,000
M/Mchange 46% 3.7% 49% 41% 5.8%

Y/Y change 18.0% 12.0% 10.3% 17.8% 24.7%

* Not SAAR

Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18
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New SF Houses Sale at
End of Period by Region

300 -
Thousands of units; not SAAR
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Source: http://www.census.gov/construction/nrc/pdf/newresconst.pdf; 11/28/18 ReturnTOC



October 2018
Construction Spending

Total Private

Residential® SF Improvement**
October $538,958 $282,611 $62,035 $194,312
September $541,650 $284,172 $61,439 $196,039
2017 $529,523 $275,868 $60,119 $193,536
M/M change -0.5% -0.5% 1.0% -0.9%
Y/Y change 1.8% 2.4% 3.2% 0.4%
* billion.

**The US DOC does not report improvement spending directly, this is a monthly estimation:
((Total Private Spending — (SF spending + MF spending)).

All data are SAARs and reported in nominal USS.

Source: http://www.census.gov/construction/c30/pdf/privsa.pdf; 12/3/18
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Total Construction Spending (nominal):
1993 — October 2018

$700,000 SAAR: in millions

Total Private Nominal Construction Spending: $538,958 bil
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== Total Residential Spending (nominal) = SF Spending (nominal)

== MF Spending (nominal) = Remodeling Spending (nominal)

Reported in nominal US$.
The US DOC does notreport improvement spending directly, this is a monthly estimation for2018.

Source: http://mwww.census.gov/construction/c30/pdf/privsa.pdf; 12/3/18 ReturnTOC



Total Construction Spending (adjusted):
1993-2018*
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COTotal Residential Spending (adj.) =—SF Spending (adj.) =MF Spending (adj.) = Remodeling Spending (adj.)

Reported in adjusted US$: 1993 — 2017 (adjusted forinflation, BEA Table 1.1.9); *January 2018 to October 2018 reported in nominal US$.

Source: http://mwww.census.gov/construction/c30/pdf/privsa.pdf; 12/3/18 ReturnTOC



Construction Spending Shares:

1993 to October 2018

SF, MF, & RR: Percent of Total Residential Spending (adj.)
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Total Residential Spending: 1993 through 2006
SFspendingaverage: 69.2%
MF spendingaverage: 7.5%
Residential remodeling (RR) spendingaverage: 23.3 % (SAAR).

Note: 1993 to 2017 (adjusted for inflation, BEA Table 1.1.9); Jan-October 2018 reported in nominal USS$.

Source: http://www.census.gov/construction/c30/pdf/privsa.pdf and http:/AMww.bea.gov/iTable/iTable.cfm; 12/3/18
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Adjusted Construction Spending:
Y/Y Percentage Change,
1993 to October 2018
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=== SF Spending-nom.: Y/Y % change ===MF Spending-nom.: Y/Y % change === Remodeling Spending-nom.: Y/Y % change

Nominal Residential Construction Spending:
Y/Y percentage change, 1993 to October 2018

Presented above is the percentage change of inflation adjusted Y/Y construction spending. Total, SF, MF,
and Remodeling expenditures were lightly positive, on a percentage basis, year-over-year.

Source: http://mwww.census.gov/construction/c30/pdf/privsa.pdf; 12/3/18 ReturnTOC



Adjusted Construction Spending:
Y/Y Percentage Change,
2000 to October 2018
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Source: http://mwww.census.gov/construction/c30/pdf/privsa.pdf; 12/3/18 ReturnTOC



Total Adjusted Construction Spending:
Y/Y Percentage Change,
1993 to October 2018
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E—=Total Residential Spending Y/Y % change (adj.) == SF Spending Y/Y % change (adj.)
= MF Spending Y/Y % change (adj.) - Remodeling Spending Y/Y % change (adj.)

Y/Y percentage change, 1993 to October 2018

Total, SF< MF,and Remodeling were minimally to slightly positive. January to October 2018 reported in
nominal percent.

Source: http://www.census.gov/construction/c30/pdf/privsa.pdf and http:/AMww.bea.gov/iTable/iTable.cfm; 12/3/18 ReturnTOC



Remodeling

BuildFax Housing Health Report

A sharp spike in maintenance activity sees direct
impact from 2017 hurricane season

“BuildFax research revealed the annual rate of single-family housing authorizations picks up
pace, while the annual rate of single-family housing starts begins to slow in October.

Existing U.S. housing maintenance project volume and spend are still showing annual rate
increases at progressively larger margins. However, the pace of remodeling — a subset of
maintenance that includes renovations, alterations, and additions to a structure — has shown
for a third month in a row that it is leveling out after a few years of steep increases. Gains in
remodel and maintenance spend demonstrate continued improvements to the health of the
existing housing supply as homeowners look to maintain their properties instead of investing
in new homes.

Typically, we see dips in maintenance and remodeling activity immediately following a
natural disaster, as we saw in Florida following Hurricane Irma, which caused $10 billion in
insured losses. Irma’s impact on Florida in October 2017 directly contributed to last
month’s 5.06 percent increase in maintenance activity,. Hurricane Harvey is a different
story. Harris County's non-traditional permitting strategies spiked maintenance activity
shortly after landfall. This will likely impact remodeling and maintenance activity well into
2019 and we'll be tracking these trends in depth over time.” — Jonathan Kanarek, COO,
BuildFax

Source: https://www.buildfax.com/wp-content/uploads/2018/10/BuildFax-Housing-Health-Report_Sept-18.pdf; 10/15/18
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Existing House Sales

National Association of Realtors
October 2018 sales: 5.220 thousand

October

September
2017
M/M

Y/Y change

Existing

Sales*

Median
Price

Mean Month's
Price Supply

5,220,000 $255,400 $294,200 4.3
5,150,000 $256,900 $296,000 4.4
5,500,000 $246,000 $287,600 3.9

1.4%
-5.1%

-0.6%
3.8%

-0.6% -2.3%
2.3% 10.3%

* All sales data: SAAR

Source: https://fred.stlouisfed.org/seriess EXHOSLUSM495S; 11/24/18



Existing House Sales
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First-Time Purchasers

GSEs FHA GSEs and FHA
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Sources: eMBS, Federal Housing Administration (FHA ) and Urban Institute. August 2018
Note: All series measure the first-time homebuyer share of purchase loans for principal residences.

Urban Institute

“In August 2018, the first time homebuyer share of purchase loans fell for both FHA and
conventional mortgages, reflecting seasonal factors. FHA, which has always been more
focused on first time homebuyers, remains near their record-high first time homebuyer share
with 82.7 percent in August 2018; the FHA share has traditionally hovered around 80
percent. The GSE share in August 2018 was 47.2 percent. The next table shows that based
on mortgages originated in August 2018, the average first-time homebuyer was more likely
than an average repeat buyer to take out a smaller loan and have a lower credit score and
higher LTV and DTI, thus requiring a higher interest rate.” — Laurie Goodman, et al., Co-
director, Housing Finance Policy Center

Sources: https://www.urban.org/research/publication/housing-finance-glance-monthly-chartbook-november-2018; 11/29/18
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First-Time Purchasers

Comparison of First-Time and Repeat Homebuyers,
GSE and FHA Originations

GSEs FHA GSEs and FHA

Characteristics  First-time Repeat First-time Repeat First-time Repeat
Loan Amount ($) 234,798 258,431 205,314 227,834 223,005 254,183
Credit Score 738.3 754.2 669.6 675.9 710.9 743.4
LTV (%) 87.4 78.8 95.5 93.9 90.7 80.9
DTI (%) 36.4 36.8 43.4 44.4 39.2 37.8
Loan Rate (%) 4.84 473 4.92 4.84 4.87 475
Sources: eMBS and Urban Institute.
Note: Based on owner-occupied purchase mortgages originated in August 2018.

Sources: https://www.urban.org/research/publication/housing-finance-glance-monthly-chartbook-november-2018; 11/29/18
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First-Time Purchasers

Punchbowl 2: Eased Underwriting Standards Only Available to
Agency First-time Buyers

36% 36%
Historical Prajection
3% 32%
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Note: Calculated for primary owner-occupied home purchase mortgages..
Source: AEI, Center on Housing Marketsand Finance

AEI, Center on Housing Markets and Finance

“The Agency First-time Buyer MRI (FBMRI) stoodat 16.7% in August,up 0.1 pptfrom a year earlier and
up 2.6 ppts. from 5 yearsago. The Agency RBMRI is virtually unchanged since August2013 (down 0.1
ppts.). The Agency FBMRIis 7.5 pptshigher thanthe Agency RBMRI, 0.5 ppt. wider than the gap a year
earlier. If the FBMRI trend continues, it will reach almost 20% by August2022.” — Edward Pintoand
Tobias Peter; AEI, Center on Housing Markets and Finance

Sources: www.AEl.org/housing; 11/27/18
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First-Time Purchasers

Market Segmentation:
Median Sales Price for First-time and Repeat Buyers
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Note: Data are for primary owner occupied properties only.
Source: AEI, Center on Housing Marketsand Finance

AEI, Center on Housing Markets and Finance

“The housing market is largely segmented by price. FTBs, or entry level buyers, traditionally buy at
lower price points than RBs, or move-up buyers. Lately, FTBshavereduced the gap to RBs, an indication
that recipients used added buying power from looser lendingto bid up FTB homes, ironically made more
expensiveby FTB leverage, as RBs have had to make downward quality adjustments.” — Edward Pinto
and Tobias Peter; AEI, Center on Housing Markets and Finance

Sources: www.AEl.org/housing; 11/27/18 ReturnTOC



First-Time Purchasers

Agency First-Time Buyer Purchase Loan Share

61% 61%
60% 60%
59% 59%
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Red markers show August share in each year.
55% 55%
54% 24%
Source: AEI, Center on Housing Marketsand Finance
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Note: First-time buyer volume not available before February 2013.
Source: AEI, Center on Housing Marketsand Finance

AEI, Center on Housing Markets and Finance

“Agency FTB share for Auguststood at 57.8%,up 0.3 pptfromayear ago. FTB share has likely reached
saturation with tight inventory holding back buyers. An expandingeconomy and further credit easing will
help maintain current levels as they offset higher prices and higher mortgage rates.” — Edward Pintoand
Tobias Peter; AEI, Center on Housing Markets and Finance

Sources: www.AEl.org/housing; 11/27/18 ReturnTOC



Housing Affordability

Affordability Worsens in a Seller’s Market
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* Calculated as median house price divided by median household income.
Note: The National Association of Realtors (NAR) defines a seller’s market as inventory that is less than or equal to 6 months of sales. NAR data pertain to existing
homes; not available before June 1982. Data from the Census Bureau for new home inventories used before June 1982. Source: Zillow, Census Bureau, and the

NAR..

AEI, Center on Housing Markets and Finance

“Nominal Price-to-Income Ratio* has retraced more than half of the drop from the 2006 peak to the 2012
trough. Combination ofa highly accommodative monetary policy and easier lending promotes further
capital flows into real estate, increasing potential for economic damage as highly leveraged lending fuels

cyclically volatilehousing sector.” — Edward Pinto and Tobias Peter; AEI, Center on Housing Markets and

Finance

Sources: www.AEl.org/housing; 11/27/18




Housing Affordability

National Housing Affordability Over Time
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Urban Institute

“Home prices remain affordable by historic standards, despite price increases over the last 6.5 yearsand
therecent interest rate hikes. As of October 2018, with 20% down payment, the share of median income
needed for the monthly mortgage paymentstood at 23.6%; with 3.5%down, itis 27.2%. Ifinterest rates
rise from4.83%to 5.1%, the housing expenses to income share with botha 20 percent and a 3.5 percent
down paymentwould be the same as the 2001-03 averages (24 and 28 percent, respectively).” — Bing Lai,
Research Associate, Housing Finance Policy Center

Sources: https://www.urban.org/research/publication/housing-finance-glance-monthly-chartbook-november-2018; 11/29/18 ReturnTOC



Mortgage Credit Availability

Mortgage Credit Availability Increased in November

“Mortgage credit availability increased in November according to the Mortgage Credit
Availability Index (MCAI), a report from the Mortgage Bankers Association (MBA) which
analyzes data from Ellie Mae's AllIRegs® Market Clarity® business information tool.

The MCAI increased 1.1 percent to 188.8 in November. A decline in the MCAI indicates
that lending standards are tightening, while increases in the index are indicative of loosening
credit. The index was benchmarked to 100 in March 2012. The Conventional MCAI
increased (2.4 percent) and the Government MCAI decreased (0.1 percent). Of the
component indices of the Conventional MCAI, the Jumbo MCAI increased by 1.1 percent,
while the Conforming MCALI increased by 4.0 percent.

The supply of credit continues to drift higher, driven once again by growth in the
conventional credit space, while credit supply in government loans was essentially
unchanged from the previous month. There were more mortgage programs offered with
high LTV and low credit score characteristics — likely attributable to rising demand from
first-time buyers. As seen in our weekly mortgage applications survey, average purchase
loan amounts have moved lower in the second half of the year, which also supports first-
timers' increased presence in the market.” — Joel Kan, Vice President of Economic and
Industry Forecasting, MBA

Source: https://www.mba.org/2018-press-releases/november/mortgage-credit-availability-increased-in-october; 12/6/18 ReturnTOC



Summary

In summary:

October housing datawas mostly negative, with several monthly declines in single-family starts,
permits, and completions, and new single-family sales. Total private and single-family construction
spending also were minimally negative (monthly basis). Several housingdata reportswere negative on
year-over-year basis. Total and single-family housing under construction remained positive, except for
multi-family data. Total and single-family housing completions declined on a month-over-month basis.
New single-family sales continued their sluggish trend, monthly and yearly. The new SF construction
market needs consistent improvementin to influence the housing construction market upward. Existing
sales continued their stagnating trend, monthly and yearly.

Housing, in the majority of categories, continues to be substantially less than their historical averages.
The new SF housing construction sector is where the majority of value-added forest products are utilized
and this housing sector hasroom for improvement.

Pros:
1) Historically low interestratesare still in effect, though in aggregate rates are incrementally
rising;
2) Housingaffordability is suffering —and deteriorating in discrete U.S. metros;
3) Select builders are beginning to focus on entry-level houses.

Cons:

1) Lotavailabilityand building regulations (accordingto several sources);

2) Increasinginterestrates;

3) Laborers;

4) Household formationsstill lag historical averages;

5) Changingattitudes towards SF ownership;

6) Jobcreationisimprovingand consistentbut some economists question the quantity and types
of jobs being created;

7) Debt: Corporate, personal, government — United States and globally;

8) Other global uncertainties.

ReturnTOC



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 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 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 November 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 specificadditional external links you believe ought to be included.

Nondiscrimination Notice

Virginia Tech prohibitsdiscrimination 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 disabilities who 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 specific commercial 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
not be used for advertising or product endorsement purposes.

Disclaimer of Liability

With respect to documents available from this server, neither the United States Government nor any of its employees, makesany
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 of the linked web
sites, or the information, products or services contained therein. Unless otherwise specified, the Department does not exerci se any
editorial control over the information you November find at these locations. All links are provided with the intent of meetin g the
mission of the Department and 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 part of an individual's income is derived fromany
public assistance program. (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternativ e means
for communication of program information (Braille, large print, audiotape, etc.) should contact USDA's TARGET Center at
202.720.2600 (voice and TDD). To file a complaint of discrimination write to 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 USDA is an
equal opportunity provider and employer.
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