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¾¾ Deterioration continuesDeterioration continues
¾¾ Home prices down, falling fasterHome prices down, falling faster
¾¾ No sign of a bottom in home pricesNo sign of a bottom in home prices
¾¾ Existing home sales up   (foreclosure Existing home sales up   (foreclosure resalesresales))
¾¾ New home sales downNew home sales down
¾¾ New tract housing inventory downNew tract housing inventory down
¾¾ Residential permits down, nonResidential permits down, non--residential downresidential down
¾¾ Residential and construction lending downResidential and construction lending down
¾¾ Defaults & foreclosures up  (big slowdown)Defaults & foreclosures up  (big slowdown)
¾¾ Residential rents up, vacancy rates downResidential rents up, vacancy rates down
¾¾ Employment down, another large dropEmployment down, another large drop
¾¾ Short rates down, mortgage rates downShort rates down, mortgage rates down
¾¾ Inflation plummets to zeroInflation plummets to zero

4th Quarter Summary4th Quarter Summary

Indexes of Home Prices Indexes of Home Prices -- SC versus NCSC versus NC
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   Existing    up  86 %
   New     down  50 %
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   Total              up  48 %
   Existing         up  86 %
   New          down  50 %
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� 10,325 homes in inventory
� Down from 6 months ago - 18 %
� Down from a year ago - 42 %
� 32 % of the level in 1982
� 49 % of the level in 1990
� 12 % of  the  West
� 3 % of  the  U.S.

Unsold New Tract Housing
Year-End 2008

Source:  RERCSC and MarketPointe, San Diego.Source:  RERCSC and MarketPointe, San Diego.
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Unsold New HousingUnsold New Housing
Across Counties  Across Counties  -- YearYear--End 2008End 2008
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   Defaults         up    1 %
   Foreclosures up  43 %

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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 CA down   259,800  - 1.7 %
 SC down  149,300   - 1.7 %

 Un-Emp.
 Rates
 US   7.1 %
 CA   9.1 %
 SC   8.7 %

YearYear--toto--Year Change in EmploymentYear Change in Employment
California and Southern California  California and Southern California  -- Dec 2008Dec 2008

Source:  RERCSC and EDD.  2007 Benchmark.Source:  RERCSC and EDD.  2007 Benchmark.
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 Bay   down   58.200  - 1.7 %
 SJ     down   11,700  - 1.3 %
 SF     down     9,400  - 0.9 %

Un-Emp.
Rates
 US     7.1 %
 CA     9.1 %
 Bay   7.7 %
 SJ     7.8 %

YearYear--toto--Year Change in EmploymentYear Change in Employment
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Source:  RERCSC and EDD.  2007 Benchmark.Source:  RERCSC and EDD.  2007 Benchmark.



Presentation at the RERCSC Quarterly Luncheon Meeting, Cal Poly University, Pomona, March 19, 2009.
From the RERCSC 4th Quarter 2008 Real Estate and Construction Report.

Dr. Michael Carney
Professor of Finance and Real Estate
Director of the Real Estate Research Council of Southern California                        rerc@csupomona.edu
Cal Poly University, Pomona   909-869-2410   fax 909-869-3222                       www.csupomona.edu/rerc

6.4
1,484

0

1

2

3

4

5

6

7

96 97 98 99 00 01 02 03 04 05 06 07 08
0

200

400

600

800

1,000

1,200

1,400

1,600

Rent  --  right axis

Vacancy Rate  --  left axis

Apartment Vacancy Rate & RentApartment Vacancy Rate & Rent
Southern CaliforniaSouthern California
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Inflation RatesInflation Rates
Los Angeles, San Francisco & U.S., Dec 2008Los Angeles, San Francisco & U.S., Dec 2008

�� CPICPI 0.10.1 0.00.0 0.10.1

�� Housing CostsHousing Costs 2.52.5 1.91.9 2.42.4

�� HomeownersHomeowners 3.43.4 3.23.2 2.12.1

�� Residential RentResidential Rent 3.83.8 4.14.1 3.4 3.4 

LALA SFSF USUS

Source:  RERCSC and BLS.Source:  RERCSC and BLS.
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   CA  down   38 %
   SC  down   45 %
   NC  down   38 %

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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   CA  down  35 %
   SC  down  36 %
   NC  down  19 %
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 2004   up        9 %
 2005   down    2 %
 2006   down   21 %
 2007   down   31 %
 2008   down   43 % 

Forecasts for Home Construction,  2009 Forecasts for Home Construction,  2009 -- 20102010
California Total Units in PermitsCalifornia Total Units in Permits

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

2009 2009 & 2010& 2010 Outlook Outlook –– Further DeclinesFurther Declines
¾¾ Home ownership markets weakHome ownership markets weak

Home prices down, slowing rate of declineHome prices down, slowing rate of decline
Existing home sales up, new downExisting home sales up, new down
Residential permits downResidential permits down
Where’s the financing for home loans?     Where’s the financing for home loans?     

¾¾ Apartment rental markets softeningApartment rental markets softening
Residential rents down and vacancies upResidential rents down and vacancies up

¾¾ NonNon--residential permits down, vacancies upresidential permits down, vacancies up
¾¾ Economy and employment down Economy and employment down –– recessionrecession
¾¾ Higher inflation (!), and longHigher inflation (!), and long--term interest rates upterm interest rates up


