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2007 — Year of Challenge -

g

P

e First national pricerdecline
since the Great D
e Sharply lower homé

* Rising foreclosures
« Families losing home



2008 — Year of Opportunity !'

e All real estate is |0
— Robust local markets
— Recovering local
— Under-priced local

e Favorable economi|
e Unleashing of pent-
e Declining inventori
e Wall Street coming-¢l
* Plentiful mortgage funding
o Safer and affordable moertgage products
- REALTORS® building/o,mn-ﬁﬁfies
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National Home Price Growth
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Monthly Existing-Home Sale

(from over 7 million i%eak to 5 million now)
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Annual Existin

In thousand units
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Single-Family Housing Start

(Major fall — but, goo\d/{rend to control inventory)/
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Construction Jobs Falllng

’\/.Q entlal Construction

In thousands
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Mortgage Lending Jobs Falling

\l)(lortgage Lending
In thousands \
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* Essentially ‘

Unchanged aI

1.36 million ‘

« Good or Bad
News? ‘

*Flercely
Competitive




Souring Loan Performance
(Big swings for subp\Tf\r%E; no real change in prime)
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Subprime Loan Exposure
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Foreclosed Homes
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Rising Foreclosures

Percent change in o osure rate in 2006 Q2 vs 2007 Q2
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Foreclosure Rate Comparis
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Gamble Did Not Pay:
Wall Street Re-valuation

Stock Price W January OO November
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Families Losing Homes
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National vs. Local Informati

W

: mportant

e National data

 Local data are- ‘,
. X w
— Home purchase SeFous decision

— Huge local varis
 National data --r



Robust Home Price Appreciatl

(2007 Q2 vs 2006 Q2) &
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Recovering Markets

In the Northeast w
(First region to undergo a@&p — but now already into a

respectable recovery)
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Falling Foreclosures

Percent change in osure rate in 2006 Q2 vs 2007 Q2
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Mortgage Obligation to Inc
Manageable

S. Average
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Under-Priced Markets

With Affordable M%r{gage Obligation to Income

B |_exington Nashville Pittsburgh Denver

30% \

U.S. Historic Average} |
20%

10%

O% I | | | | [ T | |
1990 1992 1994 1996 0 2002 2004 2006
Source: NAR '



Favorable Economy:
4 Million New Jp@\ s In Past 24 months
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Wichita Strong Job Growt

Assures Goggl\ Market
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Wage Growth Picking Up
r<c>change from a year ago
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Aggregate U.S. Wages and
SY-1F10Y, Disbg/@ement
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Corporate Profits — Record Hig
$ billion m /
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Stock Market at Record Hi
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Business Spending

150 Yo year-over-year grow}r/\e\
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$Dollar vs €Euro

U.S. homes are seIIing@O% to 40% discount for foreigner
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Export Growth
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International Homebuyer Trend
In the U.S. In 2006

(versus 5 years ago)
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International Buyers’ Origin b

Country Iin tf@i.s.

Mexico

U.K. 12%
Canada 11%
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International Buyers’ Destlnat
In the U.S.
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Consumer Spending

6.0 Yo year-over-year grow&
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Worry Spot - Oil Prices
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Positive Economic Outlook

2006 2007 2008
GDP 3.3% 2.1% 2.8%
CPI Inflation 3.2% 2.8% 2.8%
Job Growth 1.9% 1.3% 1.1%
eyt 4.6% Al6%. ||l 2lo%
Rate
10-year Treasury 4.8% 4.7% 4.6%




Pent-Up Demand?

2005 2007 Difference
Total Home 8.4 million [6.5 million |-1.9 million
Sales
Subprime 1 Grmiliient 00,0002 2900000
Loans
Jobs 134.4 138.4 + 4 million
(in October) million million
Wage + Salary |$5.7 trillion |[$6.4 trillion |+ $700 billion
Household $52 trillion | $58 trillion |+ $6 trillion
Wealth
Home Prices $219,600 $218,200 - $1,400
Mortgage Rates | 5. 99, 6.4% RS YOI OIS

A




Unleashing of Pent-Up Dema




The Evidence

e More Jobs |

e Higher Salary Payout

* Higher Net Wor ‘

* Lower Home Price
e Favorable Mortgage ates

 Sales down more\thaff'subprime loans
e Pent-up Demand c¢learly exist

e Pent-up Demand read¥ to _be unleashed
... how fast?




Existing-Home Inventory .

(From 2 million to 4.5 mil

lion;"but most are owner-occupied
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New Home Inventory
(Already Topped Out)
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The Truth on Wall Street

 Moody’s and Stz rd.& Poor’s
— Need to quicklydowngrade bad debts
— Come clean a conflict of interest

i




Stable Mortgage Rates with
GSE and FH%\Backing
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Fed Rate Cut

Fed Funds Rate]
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FHA Endorsements Risin

(2007 Q3) \/(\
L] Home Purchase O Refinance
40%
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Delinquency to Foreclosure Probabilit
(Latest Foreclosure/ ellnquency ratio)
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FHA Market Share for Home Purc
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FHA Reform — Please Enac '

* NAR has beenebbying for

— Higher Loan Limft

— Risk-based Pri %‘

— Lower Down- pay

— Greater FIeX|b|I|ty ' 2 Al
“ﬂﬁ LR




Jumbo Loan Rate Spread
(August panic over —nggjtill not back to norm)
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REALTORS® Build Communitie

1.36 million members;
working adults

REALTORS® live in a
community |

for every 100

— Modernize FHA

— Eliminate Tax Penalty for v
Forgiveness

— Increase Capital Available-tfit
Freddie

— Avoiding foreclosure |
— Avoiding predatory lending




National Housing Outloo

((‘2906 2007
Existing-Home Sales | 648 million | 5.67 million
New Home Sales @ ws 0.80 million 069 /
million

Housing Starts 1.80 mffion |.1.35 million 114

million
30-Year FRM 87% \ _+\ 6.4% 6.5%
1-Year ARM B% \A 5.6% 5.1%
Existing-Home Price / 0.0%

Growth

1.0%

- m

REMEMBER: Not very meaningful fqr

Local information is key.

erfous home buyers.







For Those Who Need to ... Great-
to Trade-Up: Sell\Low & Buy Low

W 4% annual price growth B 8% annual price growth

$700,000 S ———$648,000—
Home Value in 10Mnc\}§/r two scenarios o /
$600,000 /\X \( -
$500,000 $432,q00 X & $444,000™
$400,000 —— \( e
$296,000 X
$300,000 ‘ L
$200,000 — — —
$100,000 +—— —
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$300,000 home

$200,000 home
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Wealth Accumulation

The Power of Leverage for Homeo
($10,000 down payment ong BQ 000 home)

B Now @ 10-years later
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Investor-Heavy Markets
Now Takinigi Hit ‘

(Existing-Home Sal \ .\2297 Q2 vs 2006 Q2)
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Ground Zero Markets:

Short-Term Pain .\Long-Term Gain

@ 2006 [ 2003 [0 2000
$300,000 \)(
Housing Equityw In 2007 from year of purchas/e /
$250,000 - -
. $214,500//
$200,000 | 1$172,200 [
$154,200 ’\/) P e
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$100,000 /\/A -
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Source: NAR, based on second qu ,r.teflgdes/at respective years



Best Evidence:
Household Weélth Accumulatlo
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Soclal Benefits of Ownershi

Higher Studen%st Scores

Higher Educational\Attainment and
_iIfetime Incom

_ower Behavioralroblems at School
Higher Civic Par}rchng (voting at
ocal electlons)m

Higher Self-Esteentand ercelved Self-

Control
e Better Physical H




Serious

Buyers —
Take Hear




Great Time to Buy

* Time of “crisis” often turns out to have been a
time of opportunit > Indsight /

» Wide selection of holusthg inventory
 Favorable mortgage r L}é

e Prime borrowers IoﬂP/B
S

e Jumbo borrowers X— cor
credit crunch

 Non-prime borrow
subprime loans into\sa
FHA program taki

« More jobs, more INCOnE,
significant pent-up deman

do

« Homeowners in it for
come out ahead In bujldiy

able conforming rate loans
ing down after August

OV g\'-away from the risky
-HA loans (Major reform in

orewealth ---
--- buy before others

& londstefm nearly always
wealth
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