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Continued sameContinued same
Home prices up Home prices up -- some slowingsome slowing
Home sales down Home sales down -- not a problemnot a problem
Residential & construction lending upResidential & construction lending up
Residential permits down,  nonResidential permits down,  non--residential upresidential up
New home inventory down slightly New home inventory down slightly -- and still lowand still low
Defaults & foreclosures downDefaults & foreclosures down
Residential vacancy rates down, rents upResidential vacancy rates down, rents up
Employment upEmployment up
Short rates up, mortgage rates barely upShort rates up, mortgage rates barely up
Inflation rates downInflation rates down

2nd Quarter Summary2nd Quarter Summary

6,118 homes in inventory
Down from 6 months ago - 5 %
Up from a year ago + 210 %
19 % of the level in 1982
29 % of the level in 1990

6 % of  the  West
1 % of  the  U.S.

Unsold New Tract Housing
Mid-Year 2005

Source:  RERCSC and Residential Trends, San Diego.Source:  RERCSC and Residential Trends, San Diego.
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Unsold New HousingUnsold New Housing
Across Counties  Across Counties  -- MidMid--Year 2005Year 2005
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 CA up  234,500   + 1.6 %
 SC up    94,500   + 1.1 %

 Un-Emp.
 Rates
 US   5.2 %
 CA   5.4 %
 SC   5.0 %

YearYear--toto--Year Change in EmploymentYear Change in Employment
California and Southern California  California and Southern California  -- June 2005June 2005

Source:  RERCSC and EDD.  2005 Benchmark.Source:  RERCSC and EDD.  2005 Benchmark.
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  Bay   up     15,900  + 0.5 %
  SJ     down  1,900   - 0.2 %
  SF     up       6,300  + 0.7 %

Un-Emp.
Rates
 US     5.2 %
 CA     5.4 %
 Bay    5.2 %
SJ      5.6 %  

YearYear--toto--Year Change in EmploymentYear Change in Employment
Bay Area and San Jose MSA  Bay Area and San Jose MSA  -- June 2005June 2005

Source:  RERCSC and EDD.  2005 Benchmark.Source:  RERCSC and EDD.  2005 Benchmark.
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 YTD June 2005
   Total        down   1 %
   Existing  down    5 %
   New         up       16 %

Southern California Home SalesSouthern California Home Sales
Total, Existing and NewTotal, Existing and New

Source:  RERCSC and Source:  RERCSC and DataQuickDataQuick Information Systems.Information Systems.
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Bay Central
 YTD June
   Bay Area  down  6 %
   Central      up       1 %

Northern California Home SalesNorthern California Home Sales
Bay Area and Central CountiesBay Area and Central Counties

Source:  RERCSC and Source:  RERCSC and DataQuickDataQuick Information Systems.Information Systems.

0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05

 YTD June
   Defaults down  6 %  
   Foreclosures down  40 %

Notices of Default and ForeclosuresNotices of Default and Foreclosures
Southern CaliforniaSouthern California

Source:  RERCSC and County Recorders.Source:  RERCSC and County Recorders.

Notices of Default on Home LoansNotices of Default on Home Loans
Bay Area and Central CountiesBay Area and Central Counties

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

92 93 94 95 96 97 98 99 00 01 02 03 04 05

Bay Central  YTD June
  Bay        down  21 %
  Central down  23 %

Source:  RERCSC and Dataquick.Source:  RERCSC and Dataquick.
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Office & Industrial Vacancy RatesOffice & Industrial Vacancy Rates
Southern CaliforniaSouthern California

Source:  RERCSC and Grubb & Ellis.Source:  RERCSC and Grubb & Ellis.

Inflation RatesInflation Rates
Los Angeles, San Francisco & U.S., June 2005Los Angeles, San Francisco & U.S., June 2005

CPICPI 3.63.6 1.11.1 2.52.5

Housing CostsHousing Costs 5.55.5 1.01.0 2.72.7

HomeownersHomeowners 5.95.9 0.10.1 2.22.2

Residential RentResidential Rent 6.36.3 0.50.5 2.9 2.9 

LALA SFSF USUS

Source:  RERCSC and BLS.Source:  RERCSC and BLS.
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Apartment Vacancy Rate & RentApartment Vacancy Rate & Rent
Southern CaliforniaSouthern California

Source:  RERCSC and RealFacts.Source:  RERCSC and RealFacts.
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Apartment Vacancy Rate & RentApartment Vacancy Rate & Rent
Bay AreaBay Area

Source:  RERCSC and RealFacts.Source:  RERCSC and RealFacts.
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 YTD June
   CA  up    11 %
   SC  up      2 %
   NC  up    32 % 

NonNon--Residential ValuationsResidential Valuations
California, Southern California, and Bay Area California, Southern California, and Bay Area (in millions of $’s(in millions of $’s))

Source:  RERCSC and CIRB.Source:  RERCSC and CIRB.

0

15,000

30,000

45,000

60,000

89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05

 YTD June
   CA  up        0 %
   SC  down   4 %
   NC  up      10 %

Total Residential Units in PermitsTotal Residential Units in Permits
California,  Southern California and Bay AreaCalifornia,  Southern California and Bay Area

Source:  RERCSC and CIRB.Source:  RERCSC and CIRB.
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 1999 up 12 %
 2000 up   6 %
 2001 up   0 %
 2002 up 13 %
 2003 up 17 %  
 2004 up   8 %
 2005 down 3 % ?    

Forecasts for Home Construction Forecasts for Home Construction -- 20052005
California Total Units in PermitsCalifornia Total Units in Permits

Source:  RERCSC and Forecasters.Source:  RERCSC and Forecasters.

Year Ahead Outlook Year Ahead Outlook -- No ChangeNo Change
Strong and slowingStrong and slowing

LongLong--term interest rates up term interest rates up -- how fast, how high ?how fast, how high ?
Home prices up Home prices up -- rate of increase slowingrate of increase slowing
Home sales and residential permits slowingHome sales and residential permits slowing
Residential rents and vacancies unchangedResidential rents and vacancies unchanged
NonNon--residential permits down, vacancies upresidential permits down, vacancies up
Employment and Economy ImprovingEmployment and Economy Improving

ProblemsProblems
High home prices,  High home prices,  bubble?,bubble?, bubbles burst bubbles burst 
High leverage, variable rates, Freddie/FannieHigh leverage, variable rates, Freddie/Fannie

To watch:  Employment, inflation, and mortgage ratesTo watch:  Employment, inflation, and mortgage rates


