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ØØ More strong signs of slowing in the 3rd quarterMore strong signs of slowing in the 3rd quarter
ØØ Home prices level off, flat, edge downHome prices level off, flat, edge down
ØØ Home sales down, another large decreaseHome sales down, another large decrease
ØØ New and existing home inventories upNew and existing home inventories up
ØØ Residential lending and construction lending downResidential lending and construction lending down
ØØ Residential permits down, nonResidential permits down, non--residential upresidential up
ØØ Defaults & foreclosures upDefaults & foreclosures up
ØØ Residential vacancy rates down, rents upResidential vacancy rates down, rents up
ØØ Employment upEmployment up SlowingSlowing
ØØ Short rates up, mortgage rates upShort rates up, mortgage rates up
ØØ Inflation rates downInflation rates down

3rd Quarter Summary3rd Quarter Summary Indexes of Home Prices Indexes of Home Prices -- SC versus NCSC versus NC
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Indexes of Home Prices Indexes of Home Prices -- Northern CaliforniaNorthern California
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Southern CaliforniaSouthern California Home Price SurveyHome Price Survey
October 2006October 2006

n 6 month change 0.1  %
n 1 year change 3.5  %

n 10½ year change  234  % 
n 16½ year change 169  %

Source: Real Estate Research Council of Southern California
Semi-Annual Home Price Surveys.  Appraised values
of the same homes every six months.

Northern California Home Price SurveyNorthern California Home Price Survey
October 2006October 2006

n 6 month change             - 0.8  %
n 1 year change                   0.0  %

n 10½ year change 221  % 
n 16½ year change 195  %

Source: Real Estate Research Council of Northern California
Semi-Annual Home Price Surveys.  Appraised values
of the same homes every six months.
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Annual Percentage Changes in Home PricesAnnual Percentage Changes in Home Prices
Southern CaliforniaSouthern California
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 CA up  167,100   + 1.1 %
 SC up  103,600   + 1.2 %

 Un-Emp.
 Rates
 US   4.4 %
 CA   4.6 %
 SC   4.4 %

YearYear--toto--Year Change in EmploymentYear Change in Employment
California and Southern California  California and Southern California  -- Sept 2006Sept 2006

Source:  RERCSC and EDD.  2005 Benchmark.Source:  RERCSC and EDD.  2005 Benchmark.
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 Bay   up     51,000  + 1.5 %
 SJ     up       8,400  + 1.0 %
 SF     up     15,000  + 1.6 %

Un-Emp.
Rates
 US     4.4 %
 CA     4.6 %
 Bay    4.2 %
 SJ      4.5 %  

YearYear--toto--Year Change in EmploymentYear Change in Employment
SF Bay Area and San Jose MSA  SF Bay Area and San Jose MSA  -- Sept 2006Sept 2006

Source:  RERCSC and EDD.  2005 Benchmark.Source:  RERCSC and EDD.  2005 Benchmark.
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   Existing up  4 %
   New      up  1 %

Annual Percentage ChangesAnnual Percentage Changes
in Southern California Median Home Selling Pricesin Southern California Median Home Selling Prices

Source:  RERCSC and DataQuick Information Systems.Source:  RERCSC and DataQuick Information Systems.
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 06-3
   Existing down 28 %
   New       down 24 %

Annual Percentage ChangesAnnual Percentage Changes
in Southern California Home Salesin Southern California Home Sales

Source:  RERCSC and DataQuick Information Systems.Source:  RERCSC and DataQuick Information Systems.
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 06-3
   Total        down  28 %
   Existing  down  28 %
   New         down  24 %

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

Source:  RERCSC and DataQuick Information Systems.Source:  RERCSC and DataQuick Information Systems.
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 YTD Sept 2006
   Defaults         up   62 %
   Foreclosures up  131 %

 06-3
   Defaults         up   90 %
   Foreclosures up  213 %

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

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

Inflation RatesInflation Rates
Los Angeles, San Francisco & U.S., Sept 2006Los Angeles, San Francisco & U.S., Sept 2006

nn CPICPI 3.43.4 3.83.8 2.12.1

nn Housing CostsHousing Costs 6.06.0 3.23.2 4.14.1

nn HomeownersHomeowners 5.25.2 2.42.4 4.04.0

nn Residential RentResidential Rent 5.65.6 1.91.9 3.9 3.9 

LALA SFSF USUS

Source:  RERCSC and BLS.Source:  RERCSC and BLS.
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 06-3
   CA  up       7 %
   SC  up       7 %
   NC  up       6 %      
% 

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

Source:  RERCSC and CIRB.Source:  RERCSC and CIRB.
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 06-3
   CA  down  37 %
   SC  down  39 %
   NC  down  20 %

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

Source:  RERCSC and CIRB.Source:  RERCSC and CIRB.
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 2004   up          9 %
 2005   down     2 %
 2006   down   16 %
 2007   down     8 % 

Forecasts for Home Construction Forecasts for Home Construction -- 2006 and 20072006 and 2007
California Total Units in PermitsCalifornia Total Units in Permits

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

Year Ahead Outlook Year Ahead Outlook –– More SlowingMore Slowing
ØØ Inflation and longInflation and long--term interest rates upterm interest rates up
ØØ Home prices unchanged or edging downHome prices unchanged or edging down
ØØ Home sales and residential permits downHome sales and residential permits down
ØØ Residential rents and vacancies unchangedResidential rents and vacancies unchanged
ØØ NonNon--residential permits down, vacancies upresidential permits down, vacancies up
ØØ Economy and employment growth slowingEconomy and employment growth slowing
ØØ Home ownership markets weakHome ownership markets weak
ØØ Apartment rental markets strongApartment rental markets strong
ØØ NonNon--residential slowingresidential slowing
ØØ To watch:  Employment, inflation, and mortgage ratesTo watch:  Employment, inflation, and mortgage rates
ØØ The Unanticipated Shock The Unanticipated Shock 


