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Housing is Through the Roof
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Record Housing Activity
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Where Housing is Strongest
Avg Annual % Chg, Past 5 Yrs, OFHEO, U.S. = 8.5%
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Housing's Outsized Contribution to Growth
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Households' Most Important Asset

0

5

10

15

20

1960 1970 1980 1990 2000

Trillions $
Source: Federal Reserve

Housing

Stocks

Slide 8© 2005 Economy.com

The Home Has Become a Cash Machine
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Record Low Borrowing Costs
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Plunging Transaction Costs
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Investor Share of Origination Soars...
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...in These Metro Areas
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House Price Declines Under a 7% Fixed Rate
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Long-Term Housing Math
Annual averages over the next decade

Housing Demand = 1.90 Million

Household Formations = 1.30 Million
Second and Vacation Home = 0.20 Million
Obsolesence = 0.40 Million

Housing Supply = 1.90 Million

Single Family = 1.30 Million
MultiFamily = 0.35 Million
Manufacturing Housing = 0.25 Million

Slide 24© 2005 Economy.com

O
ve

rs
up

pl
ie

d

Overpriced

Supply-Price Balance in the Top 150 Metro Areas

AKR

ALA

ALB

ALL

ASH

ATL

AUG

AUS

BAK

BAL

BAT

BEA

BET

BIR

BOI

BOS

BRP

BRW

BUF

CAB

CAM

CAN

CCF

CHS

CHR

CHT

CHI

CIN

CLE

COO

COS

COU

COR

DAL

DAV

DAY

DEL

DEN

DES

DET

DUR

EDI

ELP

ESS

FAY

FLI

FOT

FOW

FTW

FREGAR

GRA

GRN

GRV

HAI

HAR

HON

HOU

IND

JAM

JAC

KAN
KNO

LEC

LAE

LAC

LAN

LAS

LEX

LIT

LOS

LOU

MAD

MNC

MCA

MEM

MIA

MIL

MIN

MOB

MOD

NAH

NAS

NEH

NEO

NEY

NEA

OAK

OGD

OKL

OMA

ORL

OXN

PAL

PEN

PEO

PHI

PHO

PIT

POR

POT

POU

PRO

PRV

RAL

REA

REN

RIC

RIV

ROH

RKI

SAC

SAE

SAL

SAY

SAZ

SAN

SAF

SAJ

SNT

SAT

SAA

SAR

SWB

SEA

SHR

SPO

SPI

SPM

STL

STO

SYR
TAC

TAMTOL

TRE

TUC

TUL

VAL

VIR

VISWRE

WAS

WES

WIC

WIL

WIS

WOR

YOR

YOU



13

Slide 25© 2005 Economy.com

...Will Soon Become More Pressed
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Outlook Summary

• The single-family housing market is booming.  Home
sales, single family housing starts, and house price
growth are robust.

• Single-family demand has been supported by
extraordinarly low borrowing costs, falling transaction
costs, aggressive lending, portfolio shifting, and nesting.

• Speculation is increasingly evident in housing markets in
California, the Southwest, the Northeast corridor and
Florida.

• Single-family demand and house prices will appreciably
weaken with even a modest rise in mortgage rates.

• Mortgage credit quality will erode despite an sturdy job
market.


