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From the RERCSC 3rd Quarter 2007 Real Estate and Construction Report.

3rd Quarter Summary

Deterioration continues

Home prices down, large decrease

Home sales down, another large decrease
New and existing home inventories up
Residential and construction lending down
Residential permits down, non-res unchanged
Defaults & foreclosures up

Residential vacancy rates unchanged, rents up
Employment up - slowing

Short rates unchanged, mortgage rates up
Inflation rates down
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Annual Percentage Changes in Home Prices
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Southern California Home Sales
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Year-to-Year Change in Employment
SF Bay Area and San Jose MSA - Sept 2007
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Inflation Rates
Los Angeles, San Francisco & U.S., Sept 2007
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California and Southern California - Sept 2007
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Notices of Default and Foreclosures
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Apartment Vacancy Rate & Rent
Southern California
Vacancy Rate -- left axis

Rent -- right axis

9% 97 98 99 00 01 02 03 04 05 06 07

Source: RERCSC and RealFacts.

Non-Residential Valuations
California, Southern California, and SF Bay Area (in millions of $'s)
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Forecasts for Home Construction — 2007 & 2008
California Total Units in Permits
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Total Residential Units in Permits
California, Southern California and SF Bay Area
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2007 & 2008 Outlook — Further Declines
Home ownership markets weak

Home prices down

Home sales and residential permits down

Tighter lending

Apartment rental markets strong

Residential rents and vacancies unchanged
Non-residential slowing, permits down, vacancies up
Economy and employment growth slowing
Inflation, not recession, and long-term interest rates up
To watch: Home prices, employment, mortgage rates
The Unanticipated Shock
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