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Tempered optimism

Looking good from 30K feet Many headwinds brewing
« Economy improving despite recent turmaoll « Acceleratfion of structural challenges due to COVID
« Housing market holding up remarkably well  Inflation, rates, geopolitics, & industry stuff
Outlook for supply What does it all mean?

« Not building enough—not likely to change much ¢ The broad outlook for economy & market is positive
« People staying in homes longer and minimal REOs « But individual REALTORS® need foot on gas pedal
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Why We Are Still



even sironger than reported

California Nonfarm Employment
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2020 wasn’t as bad: 2021 much better w/new estimates

California Nonfarm Employment Growth (YTY %)
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Previous snapshot of employment recovery

California Employment Trends
~ Pre-Crisis Peak  mLong-Run Trend  m Actual Employment
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Millions

Previous snapshot of employment recovery
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Bigger hole to climb out of... but growing faster now

Nonfarm Employment Growth (YTY %)
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San Diego experienced similar favorable revision
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Broad-based jobs recovery thus far—even resort areas

California Jobs Recovery To-Date by Meftro
(April 2020 to January 2022)
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Broad-based jobs recovery across sectors as well

California Jobs Recovery To-Date by Meftro
(April 2020 to January 2022)
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Dramatic improvements in unemployment rate
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Unemployment Rate
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Balance sheets in much befter shape to weather a storm
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For Homeownership



First-fime buyers still near decade-highs

1
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% First-Time Home Buyers —Long Run Average

Long Run Average = 37.2%
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SERIES: 2021 Housing Market Survey
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Homeownership rate finally shows some progress

California Homeownership Rate
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Homeownership improving for every group

California Homeownership Rates by Race/Ethnicity
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2021 was the best year for home sales in a decade
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Core markets punching above their weight

2021 California Existing SFR Sales Growth (%)
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in line with statewide average

2021 San Diego County Existing SFR Sales Growth
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Median home price rose to new record highs

Existing SFR Median Prices
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as we used to be

February 2022 San Diego County Existing SFR Sales Growth
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Sales holding up remarkably well despite higher rates

Existing SFR Closed Sales Weekl
8K

oK

4K

2K

OK

Jul 2020 Jan 2021 Jul 2027 Jan 2022



Regional breakdown of existing SFR sales growth
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Similar giveback locally,

February 2022 San Diego County Existing SFR Sales Growth
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This year starting out even more competitive already

San Diego County Existing SFR Sales Over List Price (%)
= 2021 2022 YTD
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Local homes selling very quickly—especially for February

San Diego County Existing SFR Median Days on Market
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Flerce competition, and not just on price

Contingencies Waived on Offer Accepted

S500k or S501k -

Non-Contingent Offer 55.6% 61.4% 64.7% 60.5%
Appraisal 35.4% 53.7% 60.4% 49 8%
Property inspection 23.5% 28.3% 41.3% 29.9%
Financing 19.3% 24.7% 46.5% 28.7%
Selling of another house 12.2% 18.0% 27 4% 18.6%
Purchase of another house 6.8% 8.8% 14.2% 9.5%
Transfer disclosure statement post offer 4.8% 6.3% 10.9% 6.9%

SERIES: 2021 Housing Market Survey page
SOURCE: CALIFORNIA ASSOCIATION OF REALTORS® 28
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Economic Headwinds
Infroduce Future Risk



Primary measures of inflation for consumers

U.S. Consumer Prices Inflation
mu CPI Growth  ==Core CPI Growth ==Core PCE Growth
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Money supply: the other side of monetary policy

Base Money Supply
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Trillions

Deconstructing the base money supply

Base Money Supply

m Net Money Supply Reserve Balances at Fed
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Timing of rate hikes
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European
Central Bank
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Reserve

Bank of
England

Bank of
Japan

Bank of
Canada

Reserve Bank
of Australia

Riksbank

Norges Bank
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l 1@ | 20 | 3@ | 4 | 1@ | 20 | 3@ | 4 |
1Q22: PEPP reduced 1Q23 2Q23

but APP boosted

1Q22: QE 2Q22 x2 3Q22: QT 4Q22 1Q23 2Q23 3Q23
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+ QT begins
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SIS @@ : @ @ ........
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Economic impacts of the Russia-Ukraine conflict

Higher oll prices

More inflation

Financial market turbulence
Slow economic growth
Safe-haven etfect on ratese

Strong dollar, higher bond prices

page
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Where will rates end up

Key Interest Rates

30-Yr FRM

10-Yr Treasury
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Further Moderation



YTY% Chg.

Rising rates compounds the effect of rising prices

California Median Price vs. Morigage Payment
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Is it a good time to buy or sell?

Do you think it's a good time to buy a Do you think it's a good time to sell o
home in Californiae home in Californiae
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THE Challenge



Big increases this year, but still way below normal

Active Listings
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Unfortunately, not much to distinguish us...

Active Listings —
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Especially units that regular people can actually afford

Active Listin
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Less than 50 homes under S600k last week

Active Listings
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Even 6-figure households are severely impacted

$50K Households $75K Households $100K Households $150K Households $200K Households

$264,952 $397,428 $529,903 $794,855 $1,059,807 Calitoria Households by
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Homeownership opportunities

Percentage of Active Listings Affordable to Different Income Levels

% of Listings Affordable to $50K Households

% of Listings Affordable to $200K Households
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Distressed Inventory?



What about foreclosure inventory?

% of Cumulative Forbearance Exits by Reason,

% of Servicing Portfolio in Forbearance by Investor Type Over Time Other (sh:;:nes, DILs)
(Full Sample) -
= Ginnie =—Fannie/freddie = =———0ther [PLS, Portfclic) Total
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Delinguencies show significant improvement as well

California Mortgage Delinquencies
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Inventory to improve enough fo maintain, not grow, sales
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California Active Listings by Month
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Housing Consumers



Rools of the California housing crisis

CA Population CA Building Permits
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Sellers are not moving as often as before

Years Owned Home Before
Selling

11.0

Long-Time Homeowners are not
moving as in the past because:

 Low rate on current mortgage
 Low property taxes

« Capital gains hit

 Where can | afford fo go<

« Remodel and stay

SERIES: 2021 Housing Market Survey page
SOURCE: CALIFORNIA ASSOCIATION OF REALTORS® 54



Not as many homes furning over each year

Housing Turnover Rate

10% (Single-Family Homes Only)
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SERIES: Percent of existing single-family homes being sold g
SOURCE: Census Bureau, American Community Survey, Moody's Analytics, C.A.R.



Housing affordability

California: 2006-2021
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% Of Households That Can
Buy A Median-priced Home




less affordable than elsewhere

2021-Q4: % able to purchase median-priced home
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Structural Challenges
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The knock-on effects of eroding affordability

California Annual Population Growth (%)
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Out-migration ramping up atf the same fime

California Net Domestic Migration
150,000

100,000

50,000

-250,000

0 T N I
-50,000 l I I I I
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-300,000
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~1.8 million adults since 2005—97% to just 8 states

Net Domestic Migration 2005-2020

Adults 16+
Utah, 87,412, 5%
Texas. 384916, 21% " 6 Colorado, 103,483, 6%
Other, 61,335, 3% idaho, 107,715, 6%

Washington, 161,228, 9%

Arizona, 359,187, 20% I
Oregon, 262,186, 15%

Nevada, 262,344, 15%

‘i,% CALIFORNIA ASSOCIATION OF REALTORS®



Demographics implicate housing in out-migration problem

California Net Domestic Migration by Household Income

= Under $100K Over $100K
50,000

| I '
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Most become homeowners after they leave California

-50,000

-100,000

-150,000

-200,000

-250,000

California Net Domestic Migration by New Housing Tenure

m Owners

Renters

TR

California Net Domestic

Migration by Housing Tenure
Cumulative 2005-2020 (Adults Age 16+)

Renfters,
487,380,
27%
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Panic



COVID numbers finally coming down for spring lulf

New Coronavirus Cases in California
—New Cases /-Day Avg.
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Sales expected to remain above pre-crisis levels
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California Existing SFR Home Sales

2017

2018

2019

2020 202]p 2022f

“',% CALIFORNIA ASSOCIATION OF REALTORS®



The only empirical way households have built wealth

Real Household Net Worth Per Capita

350
300 $290.0
- $249 4 $25Q/ §246.1 $254.9
$200.1 $207.9 $203.9 $214.7
200 81772 31734
$149.4
150
$1253  $126.2 $121.8
$112.8 $103.5
o0 $936  ggg9 965 90.7  $89.4
50
$4.0 $5.8 $8.1 $6.6 $7.0 $5.5 $6.3 $6.0 $5.9 $5.3 $6.3
O *
1989 1992 1995 1998 2001 2004 2007 2010 2013 2016 2019

==All families Owner e==Renter or other
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Still o good time to be a seller in 2022 too!

% of Homes Closed Above List Price
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U.S. economic outlook

US GDP
Nonfarm Job Growth
Unemployment

CPI

Real Disposable Income, % Change
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California economic outlook

Nonfarm Job Growth 2.3% 2.1% 2.1% 1.5% -6.9% 2.0% 4.0%
Unemployment 5.5% 4.8% 4.3% 4.1% 10.3% 7.8% 5.9%
CA Population (Million) 39.4 39.5 39.6 39.6 39.5 39.5 39.5
Population Growth 0.6% 0.4% 0.2% 0.1% -0.5% 0.0% 0.1%

é§ CALIFORNIA ASSOCIATION OF REALTORS® page
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California housing market outlook

SFH Resales (000s) 409.4 417.7 424.9 402.6 398.0 411.9 4445 421.5
% Change 7.0% 2.0% 1.7% -5.2% -1.2% 3.5% 7.9% -5.2%
Median Price ($000s) $476.3 $502.3 $537.9 $569.5 $592.4 $659.4 $786.8 $827.7
% Change 6.6% 5.4% 7.1% 5.9% 4.0% 11.3% 19.3% 5.2%

Housing Affordability Index 31% 31% 29% 28% 31% 32% 26% 23%

30-Yr FRM 3.9% 3.6% 4.0% 4.5% 3.9% 3.1% 3.0% 3.8%

é§ CALIFORNIA ASSOCIATION OF REALTORS®
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Wrap



On the one hand...
* The econ. fide Is rising

Buyers want to buy (a |oft)
Need us more than ever
Markeft still attractive for sellers
Sales will stay solid next year
Home prices will keep rising

No big revisions to forecast (yet)

we must keep foot on gas

On the other hand...

We still don't build enough

Big challenges for FTBs/ownership
Work harder + less to go around
Geopolitics represent rising risk
Industry disruption accelerating
Rising tide lifting some boafts

Members need us more than ever

N
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Thank You

This presentation can be found on
www.car.org/marketdata
Speeches & Presentations

jordanl@car.org



