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Has the New Home Market in the US Peaked?
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Macroeconomics

National Association
of Home Builders



Fed Funds Rate

10% -— 10%
9% - 10-Year Treasury - 9%
8% - L 8%
7% - L 7%

6% A ‘ - 6%

5% - | W - 5%

4% - - 4%
3% - - 3%
204 Federal Funds — Top Rate L 205
1% A - 1%
0% -————————————— 7 0%

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15 16 17 18 19

Source: U.S. Board of Governors of the Federal Reserve System (FRB). NAHB

National Association
of Home Builders



Tight Labor Market

Lack of labor represents a macro risk
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< Cumulative Change in Employment by Age Group
Mind the Gen-X gap
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( Consumer and Core Inflation

Percent, SAAR
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The Great Moderation

The Decline of Long-Term Rates

18%

16%

14%

12%

10%

8%

6%

4%

2%

0%

10-Year Treasury Rate

2,7%
February 2019

1.5%
i July 2016

53 55 57 59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 O7 09 11 13 15 17 19

Source: U.S. Board of Governors of the Federal Reserve System (FRB). NAHB

National Association
of Home Builders



ing

IS Ag

IoN

Current expansion is 118 months old — second longest
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( Let’s Play Clue....

“Expansions don’t die of old age.
They are murdered.”

Ben Bernanke

National Association



( NAHB FedCast

> Increase fed funds rate to 2.75% in the first half of the year

> “Powell pause” during much of 2019

> Possibility of final rate hike during 4t quarter 2019

> Slowing of sales of Treasury bond holdings, ongoing drawdown of MBS
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( 30-Year Fixed Rate Mortgage and 10-Year Treasury
Some increases ahead but nearing peak rates for the cycle
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GDP Growth

Economic slowdown approaching
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Housing Demand
and Affordability
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( Consumer Confidence Continues Positive Run

Near two-decade high but stock market declines took a toll at end of year
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Household Balance Sheets
A shift in debt away from mortgages
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Consumer Debt

Rise in student and auto loans
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Share of Young Adults Living with Parents

Almost doubled
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Household Formation
Demand for home ownership strengthening

Y/Y Change in Household Count, Thousands, NSA
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Homeownership Rate

Nine quarters of growth
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Geography of Homeownership

Homeownership Rates in the U.S. by County
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20 Percent Growth, SAAR
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Price growth slowing
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<Higher Mortgage Rates Are Raising Housing Costs

Reducing purchase demand for single-family homes

4%
3Q 2017

4.7%
3Q 2018

Given $300K mortgage

* $1,432 monthly payment
¢ $17,184 a year

¢ $1,556 monthly payment
¢ $18,672 a year
 $1,488 increase per year

¢ $1,629 monthly payment
¢ $19,548 a year

 $876 increase from 4.7%
¢ $2,364 increase from 4%
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( Housing Affordability — NAHB/Wells Fargo HOI
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he Geography of Housing Affordability-NAHB/Wells Fargo HOI

Coastal markets least affordable

HOIl index
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Existing Single-Family Home Sales

0

Million Units, SAAR

79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20
Source: National Association of Realtors (NAR) and NAHB forecast. N AHB@

National Association
of Home Builders



New Home Sales and Months’ Supply
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< Building Materials — Lumber Prices

Since January 2017, lumber prices increased 2%, 63% at peak
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< Building Materials — OSB Prices: Down 18% Since 2017
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< Building Materials — Gypsum Prices: Up 6% Since 2017
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< Building Materials —Concrete Prices: Up 6% Since 2017
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< Building Materials — Steel Prices: Up 27% Since 2017
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Inputs to Residential Construction: Up 7% Since 2017
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Labor
Labor shortage continued through 2018
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Construction Sector Productivity

Lagging overall economy
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(

Regulatory Costs Rising —Up 29% Over 2011-2016

Total effect of building codes, land use, environmental and other rules

Regulatory Costs as a Share of Home Price
30.3%*

24.3%

®m During
Construction

™ During
Development

14.0%*

18.8%

Lower Quartile Average Upper Quartile

* For quartiles, construction and development costs do not sum to the total.
Source: NAHB/Wells Fargo HMI survey, assumptions described in the Appendix.
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Construction
Outlook
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< NAHB/Wells Fargo Housing Market Index

Lower interest rates stabilize builder confidence

Index Thousands, SAAR
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Single-Family Starts

Limited growth as economy slows
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Growth in Single-Family Permits

December 2018 YTD vs. December 2017 YTD

I No Change
B Decline
[ ] Growthrate < U.S.

I Growth rate > U.S. (4.3%)
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New NAHB Home Building Geography Index

e First index metric is metro areas — third quarter data

e Smaller towns like Xenia, Ohio and Darlington, South Carolina
® 9.8% annual growth rate, 7.4% year-over-year

e Columbus, Ohio and Orange County, California
® 6.5% annual growth rate, 6.8% year-over-year

e Fairfax, Virginia
® 4.1% annual growth rate, 3.2% year-over-year

¢ Rural areas near small towns
® 2.7% growth rate, -2.4% year-over-year NAHB

National Association
of Home Builders

Source: NAHB Analysis of Census data (Building Permits and ACS).



Typical New Home Size

Decline after market shift
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Townhouse Market Expanding
14% higher than 2017
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Custom Home Building Market
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Single-Family Built-for-Rent a Niche Market

Thousands, NSA Percentage 204
14 Share of Single-Family @B Uuilt for Rent - BUuilt for Rent Share 1-Year Moving Average
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Modular Construction
Modular Share of All Single-family Homes Started in 2017
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Panelized Construction
Panelized/Precut Share of All Single-family Homes Started in 2017
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Multifamily Housing Starts
Leveling off
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Residential Remodeling
Growth ahead but softening

995 Billions, SAAR
Year Percent Change _—
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( The Age of the Housing Stock

Typical home is almost 40 years old
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Rising Population Entering Housing Demand Years
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Thank you

Questions?
rdietz@nahb.org
@dietz_econ

A Economic Leadership Sponsor eyeOnh O USin g. Org
NAHB. housingeconomics.com
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Regulations - 32% of Multifamily Development Costs
New NAHB-NMHC research

Government Regulations as a Share of Multifamily Development Costs
42.6%*

M Cost increases from changes to building
codes over the past 10 years

i Development requirements that go beyond
the ordinary

M Fees charged when building construction is
authorized

M Cost of applying for zoning approval

32.1%

M Other (non-refundable) fees charged when

site work begins
M Cost of complying with OSHA requirements

21.7%*

M Others
Lower Quartile Average Upper Quartile N/AH\B
Note: * For quartiles, all types of costs do not sum to the total. National Association

of Home Builders

Source: NAHB/Wells Fargo HMI survey.



Lending — AD&C Access

Loans growing but at a slower rate
Millions 20%
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Lots
Housing Starts (Area) and Low/Very Low Lot Supply (bars)
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Median Lot Value and Size

Lot size declining --- lot value increasing
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