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OVERVIEW OF PRESENTATION
1. Quick Recap of the California Great Real Estate Depression
2. What Drives Changes in Housing Demand and Housing Prices ?
3. How Are Regional Employment-Housing Trends Similar/Different ?
San Francisco Region
Southern California Region
Central Valley Region
4. What Drives the Formation of New CFDs ?

5. What Key Statistic Enables You To Monitor Your Local Economy ?

6. Critical Conclusions: xCycles *Employment  xUnemployment



QUICK RECAP OF THE GREAT CALIFORNIA REAL ESTATE DEPRESSION

LET’S TAKE ALOOK IN THE REAR VIEW MIRROR

THE CALIFORNIA REAL ESTATE DEPRESSION ISNOW BEHIND US!




SOUTHERN CALIFORNIA MARKET REGION
NEW SINGLE-FAMILY HOMES

100,000

ATIVNANNY -S3NOH ATIAVE-3T1ONIS M3IN 40 439 INNN

¥10¢
€10c
¢10¢
170¢
0T0¢
600¢
800¢
£00¢
900¢
500¢
¥00¢
€00¢
¢00¢
100¢
000¢
6661
8661
1661
9661
G661
7667
€661
¢661
1661
0667
6861
8861
/861
9861
G861
7861
€861
¢861
1861
0867
6,61
8L61
LL61
9.61
G.61
7,67
€L61
¢L61
T.61
0,67




SOUTHERN CALIFORNIA MARKET REGION
NEW SINGLE-FAMILY HOMES
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SOUTHERN CALIFORNIA MARKET REGION
NEW SINGLE-FAMILY HOMES
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PRICE CHANGES - ANNUALLY

SOUTHERN CALIFORNIA: HOUSING PRICE CHANGES AND BUILDING PERMITS
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SOUTHERN CALIFORNIA: HOME PRICE CHANGES DURING 2000-2007

GREEN = HIGHEST CHANGES YELLOW=AVERAGE RED =LOWEST CHANGES
(Sources: Data Quick Custom Reports Compiled by Empire Economics)
INLAND AREAS EXPERIENCED THE STRONGEST PRICE INCREASES
COMBINED IMPACT OF HIGHER PRICES AND LARGER SIZED HOMES

\ Solara Beach

SAN DIE




SOUTHERN CALIFORNIA: HOME PRICE DECLINES FROM PEAK LEVELS:

2007-2011

GREEN = SMALLEST YELLOW=AVERAGE RED =LARGEST
(Sources: Data Quick Custom Reports Compiled by Empire Economics)

INLAND AREAS EXPERIENCED THE LARGEST PRICE DECREASES
COMBINED IMPACT OF LOWER PRICES AND DISTRESS SALES




SOUTHERN CALIFORNIA: CURRENT PRICES-2014 VS. PRIOR PEAK

LEVELS-2007

GREEN = CLOSEST/ABOVE YELLOW=AVERAGE RED =SIGNIFICANTLY BELOW
(Sources: Data Quick Custom Reports Compiled by Empire Economics)
COASTAL AREAS ARE CLOSE TO/ABOVE PRIOR PEAK LEVELS
WHILE INLAND AREAS ARE LAGGING SIGNIFICANTLY




2. WHAT DRIVES CHANGES IN HOUSING DEMAND
AND HOUSING PRICES ?

EMPLOYMENT CHANGES

DRIVE HOUSING PRICE CHANGES



SOUTHERN CALIFORNIA: EMPLOYMENT AS THE PRIMARY FORCE FOR PRICE CHANGES
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LEVEL OF EMPLOYMENT

SOUTHERN CALIFORNIA: EMPLOYMENT AS THE PRIMARY FORCE FOR PRICE CHANGES
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LEVEL OF EMPLOYMENT

SOUTHERN CALIFORNIA: EMPLOYMENT AS THE PRIMARY FORCE FOR PRICE CHANGES
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3. HOW ARE REGIONAL EMPLOYMENT-HOUSING

TRENDS SIMILAR —DIFFERENT ?

SAN FRANCISCO REGION

SOUTHERN CALIFORNIA REGION

CENTRAL VALLEY REGION



SAN FRANCISCO REGION
RECENT EMPLOYMENT TRENDS & PRICE PATTERNS
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LEVEL OF EMPLOYMENT

SAN FRANCISCO REGION
RECENT EMPLOYMENT TRENDS & NEW SINGLE/MULTIPLE FAMILY HOMES

NEW HOUSING LEVELS
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SOUTHERN CALIFORNIA
RECENT EMPLOYMENT TRENDS & PRICE PATTERNS
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LEVEL OF EMPLOYMENT
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LEVEL OF EMPLOYMENT

CENTRAL VALLEY REGION
RECENT EMPLOYMENT TRENDS & PRICE PATTERNS
(NOTE: PRICES FROM THE SF REGION - CENTRAL VALLEY N/A)
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LEVEL OF EMPLOYMENT
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COMPARISON OF THE SOUTHERN CALIFORNIA, SAN FRANCISCO AND
CENTRAL VALLEY MARKET REGIONS

Southern California San Francisco Central Valley
M arket Region M arket Region M arket Region
Employment
Recent Level 8,673,258 3,585,158 1,973,192
Share of California 54.5% 22.5% 12.4%
Peak-Year 2007 2000 2008
Trough - Low 2010 2008 2011
-9% -13% -9%
Current vs. Peak Above + 0.20% Above +0.37% Below -0.49%

Housing Price Patterns

Same as SF
Recent Peak-Year 2006 2006 2006
Trough 2009 2009 2009
Current vs. Peak -17% -9% -9%
Product M ix
Share Single-Family 63% 44% 85%

SF-2014 vs. Avg. 50% 60% 35%







AGGREGATE LEVEL OF EMPLOYMENT FOR SO. CAL
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SOUTHERN CALIFORNIA EMPLOYMENT TRENDS
EMPLOYMENT LOSSES HAVE BEEN RECOUPED;
RECENT EMPLOYMENT IS SLIGHTLY ABOVE THE PRIOR PEAK LEVEL
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A CRITICAL THRESHOLD HASBEENATTAINED

EMPLOYMENT SURPASSED ITSPRIOR PEAK LEVEL

- POTENTIAL CHALLENGES
» POSSIBLY PART-TIME
» POSSIBLY LOWER PAY LEVELS
EMPLOYMENT GAINSDRIVE NEW DEVELOPMENT ACTIVITY

» EMPLOYMENT RELATED: INDUSTRIAL, OFFICE BUILDINGS

» NEW HOUSING: SINGLE-FAMILY AND APARTMENTS



AGGREGATE LEVEL OF EMPLOYMENT FOR SO. CAL.
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SOUTHERN CALIFORNIA EMPLOYMENT LEVELS
AND PERMITS FOR NEW SINGLE-FAMILY HOMES

PERMITS EVENTUALLY TO 40,000/YR, A "FULL-RECOVERY"

70,892 71,765

40,000
33,908

26,242

17,813 18,430

13336 10,306 11,410 10,468 11,696

o
o
o
~N

2002
2003
2004
2005
2006
2007
2008
2009

2001
2010
2011
2012
2013
2014
2015
2016
2017

B So. Cal. BP-SFD; Right Axis
~#-SC Emp. Losses; Left Axis

=o—SC Emp. Growth; Left Axis
SC Emp. - Recoup Loses; Left Axis

80,000

60,000

- 40,000

20,000

NEW SINGLE-FAMILY HOMES FOR SO. CAL.




SOUTHERN CALIFORNIA: SFD-PERMITS AND NEW CFD BOND ISSUES
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5. WHAT KEY STATISTIC ENABLESYOU TO MONITOR YOUR
LOCAL ECONOMY 7?

UNEMPLOYMENT RATE

>>> SHOW BY KEY COUNTIES AND THEN WITHIN COUNTIES
» AFTER SIGNIFICANT RESEARCH ON NUMEROUS ECONOMIC STATISTICS, THE
CONCLUSION WAS THAT A PRIMARY METRIC FOR GAUGING THE VITALITY
OF ALOCAL ECONOMY ISTHE CITY’S “UNEMPLOYMENT RATE”
» FORACITY/AREAWITH ARELATIVELY LOW UNEMPLOYMENT RATE, ITS FEATURES ARE:
» A HIGH PROPORTION OF THE CITY’S POPULATION IS EMPLOYED
» HIGHER EMPLOYMENT SUPPORTS A STRONGER LEVEL OF HOUSING DEMAND
» MORE OF THE HOUSEHOLDS HAVE POSITIVE EQUITY LEVELS

» THE VALUE OF RAW LAND BEING POSITIVE — BENEFICIAL TO NEW DEVELOPMENT



14%

UNEMPLOYMENT RATES FOR MARKET REGIONS
SOUTHERN CALIFORNIA, SAN FRANCISCO AND CENTRAL VALLEY
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RECENT UNEMPLOYMENT RATES

RIVERSIDE COUNTY
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