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Demand
» Household growth, largely tied to employment and demographics
» Credit markets

Supply

* New construction

* Voluntary sales

» Foreclosure liquidations (including tax liquidations)
 Attrition (fire, decay, expropriation, etc.)

Substitution
 Rentals
 Distance



Employment Change: December 2007 to April 2008
Top-ten and Bottom-ten States

Alaska 0.8%

Texas 0.8%
Montana 0.8%
Colorado 0.7%
Wyoming

Utah

West Virginia
Oklahoma
New Mexico
North Dakota

North Carolina
Nevada
Vermont
Florida
Michigan
Tennessee
Maine
Wisconsin
Delaware
Rhode Island -1.3%

-1.5% -1.0% -0.5% 0.0% 0.5% 1.0%

Source: Bureau of Labor Statistics



Net Migration, Selected States
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Change in Number of Owner- and Renter-
occupied Households, Year-over-year (additive)

Thousands of households
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Housing Starts Per Capita
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New Homes Available For Sale

Thousands Months
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Percent vacant
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Vacancy rate for “Built before 2000” is the simple average of the vacancy
rates of properties built during each decade prior to the 2000s.
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Inner City Core
Established Suburbs

New Subdivisions




Normal Market?

Price
Current Prices

Quantity

Price
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Home Price Changes
Who to Believe?
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Standard and Poor’s Case-Shiller Indices, 20 MSAs:
March 2007 to March 2008

Atlanta-Sandy Springs-Marietta, GA
Boston-Cambridge-Quincy, MA-NH
Charlotte-Gastonia-Concord, NC-SC
Chicago-Naperville-Joliet, IL-IN-WI
Cleveland-Elyria-Mentor, OH

Dallas-Fort Worth-Arlington, TX

Denver-Aurora, CO

Detroit-Warren-Livonia, Ml

Las Vegas-Paradise, NV

Los Angeles-Long Beach-Santa Ana, CA
Miami-Fort Lauderdale-Pompano Beach, FL
Minneapolis-St. Paul-Bloomington, MN-WI

New York-Northern New Jersey-Long Island, NY-NJ-PA
Phoenix-Mesa-Scottsdale, AZ
Portland-Vancouver-Beaverton, OR-WA

San Diego-Carlsbad-San Marcos, CA

San Francisco-Oakland-Fremont, CA
Seattle-Tacoma-Bellevue, WA

Tampa-St. Petersburg-Clearwater, FL
Washington-Arlington-Alexandria, DC-VA-MD-WV

-30.0% -25.0% -20.0% -15.0% -10.0% -5.0% 0.0% 5.0%

Source: Standard & Poor’s Fiserv



Prices = f( Foreclosures )

or

Foreclosures = f( Prices )
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NDS BPS Change in Foreclosure Starts Rate,
Q4 2007 to Q1 2008
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Basis point (bp) change

- B Increase of more than
13 basis points

Increase of 6 to 13

basis points

Increase of 1t0 5
basis points

M Unchanged or decrease



CA, FL, AZ & NV Share of Foreclosure Starts

All Loans
State Percent of US Percent of US
Loans Outstanding Foreclosure Starts
California 13% 21%
Florida 8% 15%
Nevada 1% 2%
Arizona 3% 4%
Total 25% 42%

They had 78% of the increase.



Conventional Prime ARMs: 30 days Past Due, California
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Conventional Prime ARMs: Foreclosures Started, California

NSA, %
2.4 4 - 2.4
2.0 4 - 2.0
1.6 - - 1.6
1.2 - 1.2
0.8 4 - 0.8
0.4 4 - 0.4
0.0+ - 0.0

97" T 98’ T 99’ ' 00 | 01 T 02’ ' 03 | 04 | 05 | 06 | 07
Source: Mortgage Bankers Association

MORTGAGE
BANKERS

ASSOCIATION®

17



MORTGAGE
BANKERS
ASSOCIATION®

The paper makes several important contributions:

 Relates a number of different factors that drive house
prices.

« Recognizes that there are substantive differences between
states.

 Demonstrates the weaknesses of some of the home price
measures most often cited in discussions of the current
problems.
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