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The economy is cyclical, and so is homebuilding
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U. S. housing unit production over 60 years
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65 Years of California New Housing Permits
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New Housing Units California and Non-California
California is NOT keeping up with the U.S.



Percentage of new People vs. Housing in California
Remember this slide
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Of all homes sold in Merced County,
what year were those homes built?

Year Built - Median Age 31 years old, 1988

"

® Pre 1940

m 40's & 50's
m 60's & 70's
™ 80's & 90's
m 00's & 10's



Mumber ol Transactions (11 /M5-6/3019)

City of Merced Comparison New and Used
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Mumber of Transactions (11/05-6/301%)
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Mumber of Transactions {1/1/05-5/3015)
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A look at the bigger picture




BIGGER PICTURE

* New home prices are largely dependent on used home prices

e Supply and demand plays a role — we are not keeping up



BIGGER PICTURE

* New home prices are largely dependent on used home prices
e Supply and demand plays a role — we are not keeping up

* Incomes of potential homebuyers are barely increasing




U.S. Median Income Adjusted for Inflation over 50 Years!

That’s 31% or just a 0.62% increase per year.
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Transaction and Price Trend By Month

Current Selections
Date Range: 1/1/2010 - 12/31/2018
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Current Selections
Date Range: 1/1/2010 - 12/31/2018

Transaction and Price Trend By Month

=o= Median Transaction Value
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Current Selections
Date Range: 1/1/2010 - 12/31/2018

Transaction and Price Trend By Month
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Current Selections
Date Range: 1/1/2010 - 12/31/2018

Transaction and Price Trend By Month
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Transaction and Price Trend By Month

Current Selections
Date Range: 1/1/2005 - 12/31/2009
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Transaction and Price Trend By Month

Current Selections
Date Range: 1/1/2005 - 12/31/2009
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Transaction and Price Trend By Month

Current Selections
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Transaction and Price Trend By Month

Current Selections
Date Range: 1/1/2005 - 12/31/2009
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BIGGER PICTURE

* New home prices are largely dependent on used home prices
e Supply and demand plays a role — we are not keeping up
* Incomes of potential homebuyers are barely increasing

* Most of those with increasing income already own a home




U.S. Average Income by Quintile
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BIGGER PICTURE

* New home prices are largely dependent on used home prices
e Supply and demand plays a role — we are not keeping up

* Incomes of potential homebuyers are barely increasing

* Most of those with increasing income already own a home

* New households are not forming — people have left the workforce




Work Force Participation Rate

Compared to Household Formation Rate
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BIGGER PICTURE

* New home prices are largely dependent on used home prices

e Supply and demand plays a role — we are not keeping up

* Incomes of potential homebuyers are barely increasing

* Most of those with increasing income already own a home

* New households are not forming — people have left the workforce

* The biggest threat in 2019 to homebuilding?
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Remember

California Has Housing Crisis, Legislature Has No Fix Yet

California legislators agree the state has a housing crisis but they can't get together on a solution.
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Politicians: Yes, we have a crisis, but...

e We still need to protect the environment and fight global
warming

 We need to listen to what local voters want (NIMBY’s)

* We need to focus on more affordable housing (Rent Control)
and Inclusionary Zoning

* We need to focus on infill and protect open spaces
e Homebuilders just charge to much for a NEW home

So the solution is...
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“r WAGE

Boosts

Galifornia’s Economy
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Closing California’s Housing
Affordability Gap with Prevailing Wage

In 2017, California lawmakers enacted aseries of reforms to address the state’s housing crisis,
including prevailing wage requirements on certain projects.

Here's why these reforms were so critical:
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The inclusion of prevailing wage in state housing reformstrengthens California's
construction industry and helps more of its workers pay the rent.
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3 REASONS why prevailing wages

should be part of California’s housing
development policy:

Cost-effective

Boost housing supply
Close the affordability gap
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LONGER PICTURE

e New home prices are largely dependent on used home prices

e Supply and demand plays a role — we are not keeping up

* Incomes of potential homebuyers are barely increasing

* Most of those with increasing income already own a home

 New households are not forming — people have left the workforce
* The biggest threat in 2019 to homebuilding

* Long term threats to homebuilding?

 The debt burden of most Americans is growing and those with the ability
to pay a mortgage is decreasing




2003 to 2018

Total Debt Balance and its Composition
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1940 to 2018
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200+ YEARS OF U.S. INTEREST RATES
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/IRP and NIRP

As of June 2019

U.S. 10 Year Government Bond 2.08%
Netherlands 10 Year Government Bond

Japan 10 Year Government Bond

German 10 Year Government Bond

Switzerland 10 Year Government Bond



/IRP and NIRP

As of June 2019

U.S. 10 Year Government Bond
Netherlands 10 Year Government Bond
Japan 10 Year Government Bond
German 10 Year Government Bond
Switzerland 10 Year Government Bond
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Negative Yielding Bonds In The Barclays/Bloomberg Global Aggregate Index
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QUESTIONS?
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