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Regional MLS of Minnesota, inc.
Economic and Market Watch Report

The Regional MLS of Minnesota, Inc. is the operator of the NorthstarMLS™ system serving the state of Minnesota
and Western Wisconsin. It is among the largest MLS’s in the nation based on both the number of subscribers and
the number of property records in its database. More than 20,000 licensed agents and appraisers subscribe through
the Minneapolis Area, North Metro, St. Paul Area, Southern Twin Cities and Western Wisconsin Associations of
REALTORS®. They depend on the services of RMLS each day to provide home buyers and sellers with an
effective, efficient and orderly marketplace for property transactions.
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RM LS Local Report

Anoka County, MN

Buyer's Seller's
Market L 2 £ i : Market

Labor Market :

In the first two months of the second quarter, 1,858 jobs were added to the payrolls of Anoka County. As
a result of these new jobs, the average monthly unemployment rate fell from 4.9% during the first quarter
to 4.4% for April and May. The strong employment climate may help to create demand for home
purchases. Favorable mortgage rates should augment this trend.

Housing Market :

Q1'07 Q2'07 Q3'07
(Forecast)
Average Price $237,700 $229,800 1)
# Homes on the Market * 3,703 4,621 ”
# Homes Sold ** 740 979 l
# New Homes Built 195 314 ‘
Avg # of Days on Market 82 72 ‘.‘

* Available as of Jun. 30, 2007.
** May not add to total of zip codes.

Data by Zip Codes for Q2 2007

Price Chande Total # % Change in # Averade Davs % of Asking Price
Zip Code Average Price . d Homes Sold Homes Sold d v (Sold/
on Market . .
(Quarter) kk List Price)
55005 $217,700 6.61% 10 -28.57% 99 97.2%
55011 $253,500 -4.01% 15 -62.50% 114 96.8%
55014 $238,100 -8.07% 81 -26.36% 66 98.4%
55070 $213,600 6.22% 28 -55.56% 67 98.0%
55303 $220,000 -717% 123 -34.57% 87 98.7%
55304 $290,200 -9.93% 116 -18.31% 82 98.0%
55421 $197,400 -4.36% 67 -22.09% 73 98.8%
55432 $208,500 -1.70% 89 -19.09% 58 97.4%
55433 $189,700 -9.19% 131 0.77% 68 99.2%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Anoka County, MN

Data by Zip Codes for Q2 2007

Price Change Total # % Change in # Average Davs % of Asking Price
Zip Code Average Price o g Homes Sold Homes Sold g v (Sold/
on Market . .
(Quarter) hd List Price)

55434 $206,600 -2.96% 98 -30.50% 58 99.0%

55448 $210,600 -9.65% 91 -42.04% 67 97.8%

55449 $295,700 -8.65% 79 -43.17% 70 97.9%
OTHER $266,500 -18.55% 51 -46.88% 82 97.6%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Carver County, MN

Buyer's Seller's
Market L 2 8 - Z Market
Labor Market :

In the first two months of the second quarter, 474 jobs were added to the payrolls of Carver County. As a
result of these new jobs, the average monthly unemployment rate fell from 4.4% during the first quarter to
3.8% for April and May. The strong employment climate may help to create demand for home
purchases. Favorable mortgage rates should augment this trend.

Housing Market :

Q1'07 Q2'07 Q3'07
(Forecast)
Average Price $338,600 $304,400 1)
# Homes on the Market * 1,296 1,396 ﬁ
# Homes Sold ** 249 371 l
# New Homes Built 117 215 ‘
Avg # of Days on Market 90 70 ‘.‘

* Available as of Jun. 30, 2007.
** May not add to total of zip codes.

Data by Zip Codes for Q2 2007

Price Chande Total # % Change in # Averade Davs % of Asking Price
Zip Code Average Price . d Homes Sold Homes Sold d v (Sold/
on Market . .
(Quarter) kk List Price)
55315 $310,300 -2.54% 15 -42.31% 86 96.2%
55317 $357,500 -2.40% 113 -9.60% 62 96.9%
55318 $273,700 -7.16% 94 -15.32% 84 97.3%
55322 $344,100 29.51% 6 -45.45% 70 96.8%
55339 $153,800 -8.29% 2 -50.00% 184 94.4%
55360 $239,600 -11.36% 15 -42.31% 48 98.9%
55367 $125,000 -33.23% 1 -75.00% 35 83.4%
55368 $174,900 -15.71% 13 160.00% 82 96.5%
55386 $393,300 -10.98% 26 -43.48% 92 96.0%

*** % Change of current quarter compared to the same quarter to year ago.
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Local Report

Carver County, MN

Data by Zip Codes for Q2 2007

Total # % Change in # % of Asking Price

Price Change Average Days

Zip Code Average Price o Homes Sold Homes Sold (Sold/
on Market . .
(Quarter) List Price)
55387 $261,500 -6.51% 47 -25.40% 48 98.2%
55388 $185,600 -15.64% 22 -8.33% 73 96.9%
55397 $197,500 -19.72% 4 -55.56% 34 99.4%
OTHER $492,800 -30.65% 13 -7.14% 73 96.6%

*** % Change of current quarter compared to the same quarter to year ago.
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Local Report

R
Chisago County, MN

Buyer's Seller's
Market L - £ i : Market

Labor Market :

In the first two months of the second quarter, 263 jobs were added to the payrolls of Chisago County. As
a result of these new jobs, the average monthly unemployment rate fell from 7.3% during the first quarter
to 5.7% for April and May. The strong employment climate may help to create demand for home
purchases. Favorable mortgage rates should augment this trend.

Housing Market :

Q1'07 Q2'07 Q3’07
(Forecast)
Average Price $224,100 $206,500 1)
# Homes on the Market * 1,145 1,443 ”
# Homes Sold ** 123 166 l
# New Homes Built 19 33 ‘
Avg # of Days on Market 95 100 ‘.‘

* Available as of Jun. 30, 2007.
** May not add to total of zip codes.

Data by Zip Codes for Q2 2007

Total # % Change in # % of Asking Price

Average Days

Price Change

Zip Code Average Price . Homes Sold Homes Sold on Market .(Solq/
(Quarter) kk List Price)
55012 $214,000 -19.00% 6 -50.00% 44 94.9%
55013 $221,200 -26.66% 23 -30.30% 129 96.9%
55032 $220,500 -9.71% 5 -70.59% 110 100.4%
55045 $229,600 -18.23% 24 -29.41% 110 97.1%
55056 $204,200 -3.41% 49 -20.97% 98 98.7%
55069 $159,500 -16.32% 20 -20.00% 106 94.4%
55074 $216,500 -2.21% 2 -88.89% 75 99.8%
55079 $210,900 -12.02% 10 -54.55% 79 97.3%
55084 $158,900 -17.37% 7 16.67% 103 97.9%

*** % Change of current quarter compared to the same quarter to year ago.
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Local Report

Chisago County, MN

Data by Zip Codes for Q2 2007

Total # % Change in # % of Asking Price

Price Change Average Days

Zip Code Average Price o Homes Sold Homes Sold (Sold/
on Market . .
(Quarter) hd List Price)
55092 $226,900 -16.95% 17 -45.16% 90 97.5%
OTHER $198,300 -34.49% 3 -82.35% 66 96.1%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Dakota County, MN

Buyer's Seller's
Market L 2 8 - Z Market
Labor Market :

In the first two months of the second quarter, 2,239 jobs were added to the payrolls of Dakota County.
As a result of these new jobs, the average monthly unemployment rate fell from 4.3% during the first
quarter to 3.8% for April and May. The strong employment climate may help to create demand for home
purchases. Favorable mortgage rates should augment this trend.

Housing Market :

Q1'07 Q2'07 Q3'07
(Forecast)
Average Price $258,700 $253,700 ‘.‘
# Homes on the Market * 4,224 5,413 ”
# Homes Sold ** 1,084 1,446 l
# New Homes Built 210 279 ‘
Avg # of Days on Market 82 66 ‘.‘

* Available as of Jun. 30, 2007.
** May not add to total of zip codes.

Data by Zip Codes for Q2 2007

Price Chande Total # % Change in # Averade Davs % of Asking Price
Zip Code Average Price . d Homes Sold Homes Sold d v (Sold/
on Market . .
. (Quarter) il List Price)
55024 $227,800 -10.49% 148 -23.32% 67 98.8%
55031 $275,900 3.53% 3 -66.67% 25 100.0%
55033 $230,000 -6.20% 89 -12.75% 90 98.0%
55044 $311,900 -5.20% 165 -19.12% 65 97.7%
55065 $257,500 15.11% 2 -75.00% 279 103.0%
55068 $272,400 -4.45% 96 -10.28% 55 98.6%
55075 $197,900 6.34% 75 4.17% 71 98.2%
55076 $224,700 -8.17% 61 -22.78% 79 97.2%
55077 $535,900 8.48% 20 -16.67% 94 99.4%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Dakota County, MN

Data by Zip Codes for Q2 2007

Total # % Change in # % of Asking Price

Price Change Average Days

Zip Code Average Price Homes Sold Homes Sold (Sold/
rxx on Market . .
(Quarter) ko List Price)

55085 $205,000 -1.44% 1 0.00% 326 97.7%
55118 $274,200 0.92% 87 1.16% 66 97.5%
55120 $280,100 -20.02% 12 -25.00% 94 98.3%
55121 $214,500 -2.32% 31 -3.13% 83 96.6%
55122 $241,900 -3.86% 135 -26.63% 53 98.3%
55123 $295,400 -3.56% 71 -41.32% 49 98.2%
55124 $235,700 -8.00% 221 -28.25% 64 98.0%
55306 $304,500 5.88% 48 -4.00% 68 97.8%
55337 $221,400 -3.91% 174 -9.38% 62 98.9%

OTHER $213,300 -30.99% 7 -36.36% 142 98.5%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Goodhue County, MN

Buyer's Seller's
Market L 2 £ i : Market

Labor Market :

In the first two months of the second quarter, 220 jobs were added to the payrolls of Goodhue County.
As a result of these new jobs, the average monthly unemployment rate fell from 5.8% during the first
quarter to 4.8% for April and May. The strong employment climate may help to create demand for home
purchases. Favorable mortgage rates should augment this trend.

Housing Market :

Q1'07 Q2'07 Q3'07
(Forecast)
Average Price $169,600 $207,100 ‘.‘
# Homes on the Market * 659 733 ”
# Homes Sold ** 94 110 l
# New Homes Built 16 47 ‘
Avg # of Days on Market 102 103 ‘.‘

* Available as of Jun. 30, 2007.
** May not add to total of zip codes.

Data by Zip Codes for Q2 2007

Price Chande Total # % Change in # Averade Davs % of Asking Price
Zip Code Average Price . d Homes Sold Homes Sold d v (Sold/
on Market . .
(Quarter) kk List Price)
55009 $206,400 -23.75% 14 -48.15% 122 94.9%
55018 $212,900 31.58% 2 -50.00% 91 103.9%
55027 $231,500 26.36% 6 20.00% 40 94.8%
55066 $210,400 23.98% 65 -15.58% 98 96.3%
55946 $257,000 77.49% 6 -25.00% 56 98.1%
55963 $119,000 -26.72% 1 -85.71% 15 104.5%
55983 $149,800 -30.78% 3 -40.00% 292 95.3%
55992 $129,000 -43.96% 9 -35.71% 114 94.4%
OTHER $283,900 45.44% 4 -63.64% 158 98.3%

*** % Change of current quarter compared to the same quarter to year ago.
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Local Report

Hennepin County, MN

Buyer's Seller's
Market L 2 8 - Market
Labor Market :

In the first two months of the second quarter, 6,405 jobs were added to the payrolls of Hennepin County.

As a result of these new jobs, the average monthly unemployment rate fell from 3.9% during the first

quarter to 3.8% for April and May. The strong employment climate may help to create demand for home

purchases. Favorable mortgage rates should augment this trend.

Housing Market :

Q1'07
Average Price $301,300
# Homes on the Market * 13,321
# Homes Sold ** 2,964
# New Homes Built 286
Avg # of Days on Market 79

* Available as of Jun. 30, 2007.
** May not add to total of zip codes.

Q2'07

$296,300

16,957
4,378
436

64

-y

Q3'07

(Forecast)

Data by Zip Codes for Q2 2007

Price Chande Total # % Change in # Averade Davs % of Asking Price
Zip Code Average Price . d Homes Sold Homes Sold d v (Sold/
on Market . .
(Quarter) kk List Price)
55305 $319,700 -7.31% 67 -16.25% 57 96.9%
55311 $345,300 -6.02% 136 -42.86% 66 97.7%
55316 $234,600 -5.56% 67 -28.72% 59 98.8%
55327 $261,500 -40.00% 6 -33.33% 116 92.1%
55331 $641,400 -2.67% 59 11.32% 84 94.5%
55340 $566,500 -25.56% 18 -28.00% 92 95.4%
55343 $218,200 -2.68% 130 0.78% 52 98.9%
55344 $262,300 7.94% 39 -40.00% 72 95.9%
55345 $339,500 -8.32% 79 -8.14% 63 97.5%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Hennepin County, MN

Data by Zip Codes for Q2 2007

Price Change Total # % Change in # Average Davs % of Asking Price
Zip Code Average Price o g Homes Sold Homes Sold g v (Sold/
on Market . .
(Quarter) hd List Price)
55346 $312,400 -5.45% 77 -22.22% 61 97.7%
55347 $461,400 8.21% 177 -9.69% 66 97.1%
55356 $666,900 -4.93% 13 -31.58% 88 96.1%
55357 $527,300 -5.01% 4 -66.67% 29 96.6%
55359 $669,200 82.74% 13 -31.58% 92 92.4%
55364 $526,000 10.67% 71 -6.58% 113 91.1%
55369 $245,300 -2.04% 111 -41.88% 54 97.9%
55374 $317,200 5.03% 27 -42.55% 94 97.8%
55375 $272,300 0.55% 19 18.75% 65 97.9%
55384 $284,000 -39.45% 3 -57.14% 77 96.4%
55391 $697,100 -16.86% 58 -19.44% 96 94.1%
55401 $309,300 -6.50% 75 -34.78% 84 97.8%
55402 $872,500 151.44% 1 0.00% 58 97.1%
55403 $500,300 58.98% 31 -74.59% 80 94.7%
55404 $218,800 10.39% 41 -12.77% 103 97.1%
55405 $432,000 11.48% 55 -25.68% 84 96.9%
55406 $219,600 -2.05% 144 -7.69% 36 98.2%
55407 $191,400 -12.92% 156 3.31% 68 98.0%
55408 $273,200 -4.51% 91 -2.15% 85 97.6%
55409 $281,500 16.90% 49 -30.99% 65 97.4%
55410 $365,500 -3.64% 122 -9.63% 44 97.6%
55411 $109,100 -34.63% 112 33.33% 82 95.8%
55412 $149,700 -7.93% 112 -7.44% 66 98.0%
55413 $222,900 -14.27% 57 -22.97% 82 98.5%
55414 $289,100 -5.34% 25 -37.50% 61 96.3%
55415 $291,800 33.36% 8 -65.22% 63 97.2%
55416 $329,600 -5.18% 148 -13.45% 56 97.1%
55417 $245,900 -1.88% 156 15.56% 44 98.3%
55418 $211,000 -3.65% 126 -15.44% 63 98.4%
55419 $369,900 6.97% 139 -8.55% 47 98.0%
55420 $216,100 -4.34% 59 -31.40% 74 97.7%
55422 $241,000 -3.48% 98 -36.36% 51 98.4%
55423 $221,600 -3.82% 148 19.35% 67 98.4%
55424 $613,700 -7.09% 34 -29.17% 51 96.5%
55425 $194,000 -10.06% 33 57.14% 37 99.3%
55426 $239,600 3.36% 117 1.74% 49 99.2%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Hennepin County, MN

Data by Zip Codes for Q2 2007

Total # % Change in # % of Asking Price

Price Change Average Days

Zip Code Average Price o Homes Sold Homes Sold on Market .(Sold./
(Quarter) ko List Price)
55427 $237,600 -1.25% 74 -19.57% 62 98.0%
55428 $198,400 -2.60% 89 -22.61% 62 98.4%
55429 $188,800 -2.18% 70 -30.69% 61 98.4%
55430 $163,100 -14.47% 64 -34.02% 85 99.0%
55431 $243,000 -7.50% 53 -31.17% 53 98.1%
55435 $279,300 -1.48% 54 5.88% 70 96.9%
55436 $491,100 -4.57% 59 -10.61% 61 96.0%
55437 $271,500 -2.93% 42 -33.33% 60 97.6%
55438 $273,700 -0.76% 75 -13.79% 74 97.4%
55439 $538,700 -6.82% 42 -25.00% 63 96.5%
55441 $341,100 0.47% 57 -8.06% 63 97.0%
55442 $281,000 -8.80% 52 -13.33% 71 96.9%
55443 $270,200 -12.56% 83 -49.39% 59 98.1%
55444 $204,800 -3.21% 54 -16.92% 72 98.6%
55445 $201,600 -2.98% 35 -41.67% 59 98.1%
55446 $323,300 -9.26% 86 -30.65% 65 97.7%
55447 $292,000 -11.43% 63 -31.52% 57 97.6%
55454 $177,700 37.75% 4 300.00% 170 94.8%
OTHER $331,000 7.15% 11 0.00% 91 98.2%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Ramsey County, MN

Buyer's Seller's
Market L 2 8 - Z Market
Labor Market :

In the first two months of the second quarter, 2,656 jobs were added to the payrolls of Ramsey County.
As a result of these new jobs, the average monthly unemployment rate fell from 4.3% during the first
quarter to 4.1% for April and May. The strong employment climate may help to create demand for home
purchases. Favorable mortgage rates should augment this trend.

Housing Market :

Q1'07 Q2'07 Q3'07
(Forecast)
Average Price $233,000 $243,200 ‘.‘
# Homes on the Market * 4,495 6,227 ”
# Homes Sold ** 1,084 1,545 l
# New Homes Built 45 83 ‘
Avg # of Days on Market 84 65 ‘.‘

* Available as of Jun. 30, 2007.
** May not add to total of zip codes.

Data by Zip Codes for Q2 2007

Price Chande Total # % Change in # Averade Davs % of Asking Price
Zip Code Average Price . d Homes Sold Homes Sold d v (Sold/
on Market . .
(Quarter) kk List Price)
55101 $176,600 -4.90% 32 -61.90% 101 97.1%
55102 $269,400 12.30% 65 -32.99% 54 96.9%
55103 $150,600 -21.28% 23 -30.30% 84 97.0%
55104 $231,700 -14.22% 134 -12.99% 54 97.9%
55105 $369,200 6.92% 111 -9.76% 56 97.2%
55106 $157,000 -15.00% 160 -34.16% 69 97.5%
55107 $215,100 8.97% 26 -45.83% 54 97.8%
55108 $285,200 4.16% 41 -24.07% 51 98.7%
55109 $218,400 -8.73% 91 -20.87% 68 97.2%

*** % Change of current quarter compared to the same quarter to year ago.
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RM LS Local Report

Ramsey County, MN

Data by Zip Codes for Q2 2007

Total # % Change in # % of Asking Price

Price Change Average Days

Zip Code Average Price Homes Sold Homes Sold (Sold/
rxx on Market . .
(Quarter) ko List Price)

55110 $234,600 -10.97% 95 -36.24% 67 97.6%
55112 $249,700 -1.11% 109 -18.66% 66 98.0%
55113 $259,800 -0.23% 115 -6.50% 69 97.8%
55114 $224,200 -1.19% 15 -50.00% 79 97.7%
55116 $335,000 1.21% 83 -28.45% 53 98.1%
55117 $201,100 -0.25% 129 -14.57% 65 98.5%
55119 $193,500 -9.20% 128 -0.78% 86 97.6%
55126 $272,000 3.58% 103 -4.63% 65 97.5%
55127 $348,100 -23.38% 62 -10.14% 70 96.4%

OTHER $173,000 -33.00% 23 0.00% 67 98.8%

*** % Change of current quarter compared to the same quarter to year ago.
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Commentary

Realtors® Get Good Marks

By Lawrence Yun, Vice President, NAR Research

Most consumers like REALTORS®. So says a report from the Consumer Federation of America (CFA).
More than two-thirds — 68 percent — of consumers surveyed viewed real estate brokers and agents
favorably. The favorable rating is even higher among those consumers who had recently used a
professional real estate service (79%). To top that, the favorable rating skyrockets to 84 percent when it
comes to a consumer’s own personal agent and broker.

Those findings are consistent with data that we have been collecting in-house at NAR through our customer
tracker survey —aweb-based survey that agents send to their clients immediately following closing. The
survey questionnaire includes many questions that remind clients about specific services that were provided
to them during their recent real estate transaction such as local market analysis, price negotiation, and
explanations of closing costs. On a zero-to-10 (terrible-to-outstanding) scale, these very recent clients
gave their agent’s service an average score of 9.3. With the memory of purchasing or selling a property
fresh in their mind, clients were exceptionally appreciative of the services provided by their REALTORS®.

Despite this evidence, there are still many pundits and those in the media who think they know what is best
for consumers. They continue to shout about real estate commissions. Hmm. Services provided by
lawyers, accountants, doctors, and hedge fund managers are not cheap either. (After all, real estate
commissions are negotiable.) Butas with legal, tax, medical or investment advice consumers are making a
calculated decision to take advantage of the experience, knowledge and expertise of real estate
professionals. Itis consumer’s choice!

People always have had the option of not paying any real estate commission —by simply selling their home
via a For-Sale-By-Owner (FSBO) transaction. But year after year the majority of sellers have chosen to
work with a professional. The FSBO share of home sales has been running at around the 15 percent mark
—plus or minus a few points. In other words, 85 percent of consumers want and choose to work with a
REALTOR. Thisis not surprising considering that FSBO homes generally sell for less than those homes
brokered by agents. Yes, there are some cases where a FSBO seller did come out ahead — good for
them. These people evidently believe that the long hours worked in putting together marketing brochures,
signs, answering calls, writing the contracts and a myriad of other steps that go into home selling is worth it.
When | got my first car, | changed oil with my own hands to save few bucks. Now, my time is too
important to do that on my own.

Similarly, consumers have spoken loud and clear regarding real estate transactions. They want hassle-free
professional representation. That is, again, consumer’s choice. Letconsumers vote with their feetand
pocketbooks. Letthe academics, self-anointed experts, and television network correspondents keep
scratching their heads as to why consumers are making the “wrong” choice.
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Forecast

The Forecast
By Lawrence Yun, Vice President, NAR Research

You've seen and heard the news: home mortgage delinquencies and foreclosures are on the rise
—in some areas to record levels. And while I wish I could assure you that the bad news is over,
mortgage delinquencies and foreclosures are likely to continue well into 2008. That is almost
guaranteed, given anticipated interest-rate resets on subprime adjustable loans. Those overly
aggressive -- and even reckless -- lenders who completely mispriced risk deservedly need to be
weaned out of the market. There is no such thing as high-yielding easy money. There is no such
thing as a free lunch. High yields always come with dicey RISK!

When will the housing market get back on its feet? Imminently! There is a large pent-up
demand accumulating that will be unleashed in a short matter of time — our best estimate is early
2008. Consider this year’s conditions versus that in 2005, the peak housing year. Home sales
have already fallen by 1.5 million since 2005. Even if all the 1.4 million subprime mortgage
originations were to disappear -- which no one expects -- then the bottom has already been
reached in terms of any impact from tightening credit standards. In reality the level of subprime
lending activity could be reduced by half at most, implying that the declines in home sales have
been far greater than any tightening of lending availability. The additional decline in home sales
can be attributed to other factors outside of the subprime loan disruptions. Is it jobs? A
resounding NO. Is it due to lack of income and wealth? Another resounding NO. Is it due to
higher home prices? NO. Is it due to higher mortgage rates? Surely some impact, but the rates
are only modestly higher. What's the explanation then?

The primary reason seems to be a lack of confidence. Constant reminders in the media of how
“bad” the housing sector is has eaten into buyer confidence. However, that decision to put off
buying a home comes with an “opportunity cost”. Apartment vacancy rates have been declining
and rents have been rising by 4.5 percent in the second quarter of 2007, the highest increase in
five years. People have also been doubling-up by having additional roommates or moving back
“home” with parents, as evidenced by a drastic slowing in household formation. Familiarity will
inevitably breed contempt in close living quarters. It is only a matter of time before people begin
to form their own households.

2005 2007 Difference
Total Home Sales 8.4 million 6.9 million 1.5 million fewer
Subprime Loans 1.4 million (est.) 700,000 (est.) 700,000 fewer
Jobs 133.7 million 138.0 million 4.3 million more
Wage and Salary $5.7 trillion $6.4 trillion $700 billion more
Disbursement
Household Wealth $52 trillion $57 trillion $5 trillion more
Home Price $219,600 $219,300 No notable change
Mortgage Rates 5.9% 6.5% Modestly higher

Locally, home sales are forecasted to fall 15% in 2007 and then make a modest rise of 3% in
2008. Home prices will fall 3% in 2007 and then increase 1% to 2% in 2008. With all the
subprime problems out of the way by 2009, the momentum will inevitably strengthen further.
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Forecast

Economic and Housing Market Outlook: August 2007

Quarterly

2006.3 2006.4 2007.1 2007.2 2007.3 2007.4 2008.1 2008.2 2008.3 2008.4 2006 2007 2008
U.S. Economy
Annual Growth Rate
Real GDP 1.1 2.1 0.6 34 2.3 25 2.8 2.8 3.0 3.0 2.9 19 2.8
Nonfarm Payroll Employment 1.6 15 15 1.3 1.2 1.3 1.3 1.2 1.4 1.7 1.9 14 13
Consumer Prices 31 -2.1 3.8 6.0 1.9 1.2 2.1 2.2 2.1 2.0 3.2 2.7 22
Real Disposable Income 1.7 6.2 5.9 -0.8 25 1.9 3.1 2.4 2.8 2.8 3.1 31 24
Consumer Confidence 104 107 110 109 109 108 107 108 109 110 106 109 109
Percent
Unemployment Rate 4.7 45 45 45 4.6 4.7 4.8 4.8 4.8 4.8 46 4.6 4.8
Interest Rates, Percent
Fed Funds Rate 5.3 5.2 5.3 5.8 5.3 5.3 5.0 4.8 48 4.8 5.0 53 4.9
3-Month T-Bill Rate 4.9 4.9 5.0 4.7 5.0 4.9 4.7 4.5 4.5 45 4.7 4.9 4.6
Prime Rate 8.3 8.3 8.3 8.3 8.3 8.3 8.0 7.8 7.8 7.8 8.0 8.3 7.9
Corporate Aaa Bond Yield 5.7 5.4 5.4 5.6 5.7 5.8 5.7 5.7 5.8 5.8 5.6 5.6 5.8
10-Year Government Bond 4.9 4.6 4.7 4.8 4.9 5.0 4.9 4.9 4.9 4.9 4.8 4.9 4.9
30-Year Government Bond 5.0 4.7 48 5.0 5.1 5.1 5.0 5.0 5.0 5.0 49 5.0 5.0
Mortgage Rates, percent
30-Year Fixed Rate 6.6 6.3 6.2 6.3 6.6 6.7 6.6 6.5 6.5 6.5 6.4 6.5 6.5
1-Year Adjustable 5.7 515 5.5 515 5.6 5.5 5.3 5.1 5.1 5.1 5.5 55 52
National Housing Indicators
Thousands
Existing Single-Family Sales 6,287 6,263 6423 5913 5853 6,081 6275 6351 6,398 6483 | 6,478 6,039 6,376
New Single-Family Sales 994 986 853 880 842 831 836 839 855 862 1,051 852 848
Housing Starts 1,704 1555 1460 1,462 1,403 1,400 1,397 1,395 1,403 1,415 1,801 1,431 1,402
Single-Family Units 1,393 1232 1,172 1,166 1,094 1,080 1,071 1,062 1,069 1,078 | 1,465 1,128 1,070
Multifamily Units 311 323 288 296 310 320 325 333 334 338 336 303 333
Residential Construction* 555 529 506 494 493 486 484 484 486 490 570 495 486
Percent Change -- Year Ago
Existing Single-Family Sales -124  -101 -6.4 -10.8 -6.9 -2.9 -2.3 7.4 9.3 6.6 -85 -6.8 5.6
New Single-Family Sales -23.3 -21.9 -24.6 -19.0 -15.3 -15.7 -2.0 4.7 15 3.7 -18.1 -19.0 -0.5
Housing Starts -18.8 -24.8 -31.4 -21.5 -17.7 -10.0 -4.4 -4.6 0.0 11 -12.9 -20.5 -2.0
Single-Family Units -20.2 -28.6 -33.1 -23.3 -21.5 -12.3 -8.6 -9.0 -2.3 -0.2 -14.6 -23.0 5.1
Multifamily Units -11.9 -5.9 -23.3 -13.3 -0.5 -0.9 12.9 12.7 7.8 55 -4.5 9.7 9.6
Residential Construction -8.5 -128  -165  -159 -11.1 -8.2 -4.4 -2.0 -1.4 0.9 -4.6 -131 -18
National Home Prices
Thousands of Dollars
Existing Home Prices 2250 2193 2140 2242 2201 2171 2153 2271 2254 2247 221.9 219.3 2236
New Home Prices 236.2 2451 2559 239.7 2299 2399 2482 2455 2432 2488 246.5 240.8  246.3
Percent Change -- Year Ago
Existing Home Prices -1.1 -2.7 -14 -1.1 -2.2 -1.0 0.6 13 2.4 35 1.0 -1.2 20
New Home Prices -0.1 2.1 4.5 -2.6 -2.7 -2.1 -3.0 2.4 5.8 3.7 2.3 -2.3 2.3
Local Region
Payroll Jobs (in thousands) 1793.3 1810.6 1770.6 1819.7 1813.0 18269 17848 18415 1836.6 1854.3 | 1788.0 1807.6 1829.3
Home Sales 18001 13314 10404 15435 15121 12369 10373 15744 15695 12913 | 63066 53329 54725
Home Prices (in thousand $) 2536 2502 2432 240.0 2447 2450 2432 2412 2484 2516 | 2508 2431 2461
Percent Change -- Year Ago
Jobs 1.2% 0.8% 0.9% 1.5% 1.1% 0.9% 0.8% 1.2% 1.3% 1.5% 1.3% 1.1% 1.2%
Home Sales -19.9% -12.4% -13.7% -21.6% -16.0% -7.1% -0.3% 2.0% 3.8% 4.4%| -11.0% -15.4% 2.6%
Home Prices -1.0%  -18% -1.0% -47% -35% -2.1% 0.0% 0.5% 1.5% 2.7%| -05% -3.1% 1.2%

Quarterly figures are seasonally adjusted annual rates.

* Billion dollars

Source: Forecast produced using Macroeconomic Advisers quarterly model of the U.S. economy.

Assumptions and simulations by Dr. Lawrence Yun.
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Economic Monitor

This table reflects data available through

July 23, 2007.
Likely Direction

. Re<.:er_1t Over the Next  Forecast
Monthly Indicator Statistics i Months
Existing Home Sales fell 0.3% in May to a seasonally adjusted annual rate
of 5.99 million units — the lowest level of resales since June 2003. Home ~ May 075,990 Soft sales trend to
prices declined for a 10th straight month. Housing inventory was at an all- ~ Apr 07 6,010 # continue through
time high — an 8.9 months supply at the current sales pace. While economic May 06 6,680 the third quarter

conditions favor strong demand for homes, the high inventory needs to
diminish before buyer confidence is restored.
New Home Sales Following a double-digit increase in April, sales of
newly constructed homes declined 1.6% in May. New home inventory is
o . New home sales
stabilizing — the number of new homes available for sale fell modestly to a May 07 915 ‘ will weaken further

7-month supply — higher than new home inventory in May of 2006, but Apr 07 930 and remain soft
well below the 8.3-month supply posted three months ago. Given tighter May 061,087 untill spring of next
credit standards — particularly related to subprime loans — the demand for year

new homes will continue to tread on the low side for the next three months.

Housing Starts also declined in May to 1.47 million seasonally adjusted Builders’ profit

May of 2006. Housing permits — generally a reliable indicator of future ~ April 07 1,506 squeezed and they
starts — rose 3.0%, but the increase was due primarily to permits issued for May 06 1,944 will be forced to hold

annualized units — off 2.1% from April, but down 24% from the level in May 07 1,474 ‘ margin is getting
multifamily starts back on construction

Housing Affordability NAR’s Housing Affordability Index dipped in Wage growth rising
May to 109.9 — its lowest point of the year, but well above the 101.8 May 07 109.9 at a 4% clip, while
level recorded in May of 2006. Increases in the major components of the ~ April 07 112.4 f prices have been
index — interest rates, qualifying income, and the median price of homes ~ May 06 101.8 falling about 2%

—all contributed to driving affordability downward.

Mortgage Rates The thirty-year fixed mortgage rates rose in June to an

average 6.61% — the highest level since summer of 2006, but lower than in June 07 6.61% R
June of 2006. Similarly, the one-year ARM rate also jumped 15 basis points May 07 6.92% # - rate; el 9

and is at its highest point so far this year. Higher mortgage rates, along with June 06 6.68% current levels
stricter qualifying criteria are cutting into housing affordability for many '

households.

Employment The economy created 132,000 new jobs in June — higher Job creation
than most analysts expected. In addition, April and May job creation June 07 132 continuing but at
figures were revised upward. In the past twelve months, 2.0 millionjobs  May 07 190 about the same
have been added to the economy. The commercial real estate sector 12-month pace, which is

neither outstanding

contributed more than 10,000 jobs to the month’s employment figures. The  total 2,008 nor disappointing

unemployment rate was unchanged at 4.5%.

Economic Growth The economy expanded at a slow 0.7% growth rate

in the first quarter of 2007. This is the third and final reading based on

complete data. The sluggishness was due primarily to the housing market  2007:1 0.7% f Exports should be

slump — residential investment fell 16% during the quarter. Any growth 2006:1V 2.5% rising from the
rate below 3% would be considered as sub-par. In spite of that, consumer  2006:1 5.6% weaken dollar
spending continued to show strength by expanding at 4.2%. Job gains and

wage growth and the record stock market wealth are supporting spending.

Notes: All rate are seasonally adjusted. New home sales, existing home sales, and housing starts are shown in thousands. Employment growth is shown as
month-to-month change in thousands. Inflation is shown as the month-to-month change in the Consumer Price Index. Sources: NAR, Bureau of the
Census, Bureau of Labor Statistics, Freddie Mac, and the Mortgage Bankers Association
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