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Economic Indices: snap shot of US Economy

Gross Domestic Product
(GDP)

Unemployment Rate

Consumer Price Index
(CPI)
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2005 2006 2007 2008
(Q2
Forecast)
3.2% 3.3% 2 5% 0.3%
5.1% 4.7% 4.8% 5.5%
3.4% 3.4% 2.4% 2.8%
4.3% 4.8% 4.9% 4.0%
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It all starts and ends HERE!
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7.00% Annual Inflation Rate

@ 2008 www.InflationData.com

Prepared By Timothy Mchahon
Updated 5/14/2008
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Cost Push Inflation!
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How Low Can the Green Back GO???
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Fed i1s low on Ammunition!

Rate Relationships 2004-2008
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30 Year Is “Range Bound”

HSH Market Trends: 30-year FRM, Last Three Years
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Massive Write Downs force Higher Risk
Premiums

Falling Values, Rising Rates

Change from the same quarter a Fixed rates on 30-year mortgages
year ago in house-price indexes and the federal-funds rate target
20%
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Existing Home Sales

o Sales of existing homes in the USA went
down by 1.01% in April, to 4.89 million
homes. That's well below last April (2007), by
-17.54%.

| Sales Pace USA
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Prices are Pulling Back, Way Back!

Case-Shiller Index, Nominal and Real (inflation adjusted)

—_—S&P/Case-Shiller U.S. National Home Price Index — Real Case-Shiller
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Home Price Forecast (source: Case - Shiller)

Moody's Economy.com Case-Shiller Home Price Index Forecast
Single-Family Agoregate Index, (ndex), 54
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Long Term Real Estate Outlook Still Favorable

* Pros:
— FHA and new lending limits
— Baby Boomers
— Boomer Children — First-Time Buyers
— Favorable Population Growth
— Health Care Tech — Retirees Living Longer
— High Immigration Growth
— Interest Rates Projected to Remain in Single-Digits
— Increase in rental demand causes rents to increase
— Weak dollar supports foreign investment if prices stabilize
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But significant bumps in the road

over the next year

cons:

— Analytical data will continue to point to declines for next 10
months

— Credit crunch continues as all spectrums of consumer
credit underperforms!

— The Press: fear sells papers

 Drives public perception that Real Estate will continue
to be underperformer

 Foreclosures

— The Economy
— Commercial Real Estate may be near peak
~ — More competitive second/vacation home rental market

¥ — 1.2 million real estate agents serving 30% fewer sales
ocrosee gjdes than 2006
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