FOUNDATIONS

The American Construction and Design Conference

Hot and Not

The Latest Trends in Housing /

-

- —

by Jonathan Smoke




FOUNDATIONS

The American Construction and Design Conference




FOUNDATIONS

The American Construction and Design Conference .=

What 60s Hot :

Focusi ng

U.S. Unemployment Rate, 2011
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Wh at 0 $ndlrstandinghat
Unemployment Varies Greatly
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m Markets with Improving Unemployment 2011-2012
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Unemployment by County Now
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Unemployment Forecasted End of 2012
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What 0s Hot : Uncert alil
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What 0s Not: Heal t hy
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What 6s Hot : Ho me
Since Tax Credit Expiration
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Cash Purchases as a % of Known Purchase Type Closings
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Top 10 Financing Sources 2011*
Source Share %
Cash 16%
Wells Fargo 6%
Bank of America 3%
DHI Mortgage 3%
Pulte Mortgage 3%
Universal American (Lennar) 2%
NVR Mortgage 2%
Metlife 1%
USAA 1%
KBA Mortgage (KB/BOA) 1%

*12 months ending June 30, 2011

Source: Housing Intelligence Pro

Top 10 Financing Sources 2007
Source Share %
Bank of America 10%
Cash 9%
Wells Fargo 5%
JP Morgan Chase 2%
DHI Mortgage 2%
CTX Mortgage 2%
SunTrust 2%
Universal American (Lennar) 2%
KB Home Loans 2%
Pulte Mortgage 2%
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What os Hot : Boomer s
Households by Age of Householder
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What 0s
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Hot : Boomer s

Baseball Style Remodeling Project Conversion Rates
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What 0s Hot : Boomer s

2009-2010 Closings vs. Estimated Future Demand
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Wh at 0 MillemNatsor New Construction or
Remodeling

e No Substantial Household Formations
e Low Home Ownership

e Least Likely to Remodel
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Hot: Muld=amily Rental
Not: Muld=amily For Sale

Multi -Family Permits vs MultFamily New Closings,
Year over Year Change
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Residential Remodeling Index and Forecast
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What 0s Not : Qui ck Re

Starts and Forecast
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Florida Distressed Supply
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What 0s Not : Cal 1 forn

California Distressed Supply
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What 0s Hot : Heal t hy
These Traits

Growing Job Market

Favorable Demographic Trends, In Migration, and Elite HH Growth
Diverse and Educated Workforce

Subsiding Foreclosure Activity

Positive Quality of Life Factors
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What 0s Not : Unheal t h
These Problems

High Unemployment

Weak Job Growth

Weak Population Growth or Population Decline
Unfavorable Migration Trends

Quality of Life Challenges



FOUNDATIONS

The American Construction and Design Conference

Hot: Boston
Strengths

Unemployment Rate Below National Average

Service Sector Growth

Expanding Technology Sector

Overall Employment Expansion

Single Family and Multifamily Growth Expected

Strong Remodeling Potential
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Not: Augusta, GA

concerns

Job Losses Continue

Unfavorable Migration Trends
Population in Decline

Downtown Revitalization Plans on Hold

Forecasted. Declines:in Construction
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Hot: Chicago

Strengths

Steady Improvement in Job Growth

Established Transportation and Distribution Center
Stable Population Growth

Home Prices Stabilizing

Strength in Multifamily

Solid Remodeling Potential
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Not: Bakersfield, CA

concerns

Home Prices Off More than 50% from Peak

Double-Digit Unemployment Rate
Population and Migration Weak

Remodeling Activity Down 37%
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Hot: Dallas

Strengths

Strong Population Growth Drives Housing Demand

Large Number of Corporate Headquarters Boost Economy
One of the Strongest Job ' Markets in-the Nation
Real Estate Values Increasing

Strong Single Family Activity
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Not: Detroit

concerns

Home Values Remain Depressed

Double-Digit Unemployment Rate
Deep Cuts.in Local Government
Population in Decline

No Improvements in Sight for New Construction
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Hot: Denver
Strengths

Housing Market in Recovery

Strong Rental Market Also
Slow but Positive Job Growth

Expanding Public Transit System

Growth Expected in Single Family and Multifamily
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Not: Fresno, CA

concerns

Home Prices Continue to Erode

Double-Digit Unemployment Rate
Construction Activity Slows to a Crawl
Local Municipalities Saddled with Massive Debt

Remodeling Down 35%
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Hot: Miami
Strengths

International Trade Hub

Stable Population Growth
Attractive Tourism Destination
Attached Housing Recovery Thanks to Cash*Sales

Growth Expected in Single Family-and Multifamily
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Not: Gulfport-Biloxi, MS

concerns

Weak Home Prices

Elevated Rate of Persaonal Bankruptcies

Unemployment Rate Projected to Remain over 9% Next Year

No Growth in Sight for New Construction
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Hot: Minneapolis
Strengths

Well Educated Workforce

Above Average Incomes

Home to Many Corporate Headquarters
Major Hub for Medical Technologies
Steady Positive Job Growth

Strength in Single Family, Multifamily, and Remodeling
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Not: Las Vegas

concerns

Housing Market Dependent Upon Investor Activity

Depressed Tourism Spending
Double-Digit Unemployment Rate
Home Prices Continue to Erode

Weakness in Construction and Remodeling
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Hot: Portland

Strengths

Strong Job Growth

Multi-Family Housing Recovery

Positive Migration Trends

Housing Relatively Affordable

Single Family Construction Growth Expected

Strong Remodeling Potential



FOUNDATIONS

The American Construction and Design Conference

Not: Los Angeles

concerns

Stubbornly High Unemployment Rate

High Cost of Living
Budget Crisis on County & Local Levels
Home Prices Continue to Erode

Weakness in Construction and Remodeling
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Hot: Raleigh

Strengths

Job Growth Has Been Among Best in Nation

Home Prices Stabilizing
Multi-Family Strength
High Remodeling Potential

Migration Trends Return to 2005 Levels
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Not: Phoenix

concerns

Home Prices Continue to Decline

Substantial Overhang in Foreclosures Makes Housing Market
Recovery Challenging

State Budget Problems

Remodeling Down 39%
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Hot: Seattle

Strengths

Well Educated Workforce

Major Local Employers Stable
Global Center for Hi Tech Industry
Strong Job Growth

Strength in Multifamily and Remodeling
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Not: Reno, NV

concerns

Unemployment Rate Remains High

Home Prices Continue to Decline
Construction Activity Slows to a Crawl|

Weak Job Growth

Remodeling Down 42%
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Hot: Washington, DC

Strengths

Strong Population Growth

Well Educated and Skilled Workforce
Residential Construction Trending Upwards

Positive Job Growth
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Not: Riverside-San
Bernardino

concerns

Distressed Home Inventory Hampers Recovery

Weak Economic Trends Impact Area as Logistic Hub
Limited Availability of High-Income Jobs
Excess-Commercial Vacancy Limits New Development

Remodeling Down 39%
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What 0s Hot : | mpr ovi n
What 0s Not: Decl I nin
What 0s Real 1 ty?

Of the 100 largest markets, few are showing signs of
Improving or materially declining on:

o Unemployment

o Construction jobs

o Healthy sales to distressed sales ratio
o New home closings

As of July 2011, 5 top 100 markets are improving and 9 are
declining, so 86% of the markets that represent 66% of new
construction are muddling along.



