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Recoveries Happen — Cycles

The Early 1980s Saw a Sharp Rise in Unemployment and Mortgage
Interest Rates and a Sharp Drop in Household Formations
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Washington’s Role in Housing — The New Normal !IW
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* The Players

* Regulatory Uncertainty ‘AG’s
* QRM - DOJ
* QM « HUD
» Servicing Standards « CEPB
* Licensing . Treasury
« Compensation « FHEA
» Affiliated Businesses N Fed
* FDIC
* Dodd Frank « SEC
» 300 Rules « NEC
* DPC
* Future of Governments Role in Housing « CEA

» Deficit Reduction and Tax Policy « White House

* Litigation Risk » Congress

* The “Silly Season” « Committees/Tea Party/Partisan:
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Solutions !l T
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*National Servicing Standards

Public & Private Roles in Secondary Market
Appropriate Risk Retention/QRM

*Ability to Repay/QM Safe Harbor

‘Rationalize Repurchase Regime



Principles for a Safe and Sound Housing System !IW
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* Ethical - Truthful
 Accountable — Eliminate Bad Players
» Sustainable — Long Term

« Transparency — Full Understanding

“You Can Be At Home With Us”



Facts Do Matter



Confidence Matters — But Facts Do Too !IW
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OCTOBER 15, 2011

WSJ | It's Time to Buy That House

U.S. house prices have plunged by nearly a third since 2006, and homeownership rates are falling at the fastest
pace since the Great Depression.

The good news? Two key measures now suggest it's an excellent time to buy a house, either to live in for the long
term or for investment income (but not for a quick flip). First, the nation's ratio of house prices to yearly rents is
nearly restored to its prebubble average. Second, when mortgage rates are taken into consideration, houses are the
most affordable they have been in decades.

Two of the silliest mantras during the real-estate bubble were that a house is the best investment you will ever

make and that a renter "throws money down the drain." VW hether buying is a better deal than
renting isn't a stagnant fact but a changing condition that depends on the
relationship between prices and rents, the cost of financing and other
factors.
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Consulting in Today’s Unique Market !I%

Financing $429,673 $539,595
$143,224 $179,865

Value -5% +2%
-$12,500 +$55,299

(Total Home Cost = Acquisition +
finance cost/time)

“On the bright side, low interest rates and weak prices havemade homeownership more affordable
than in decades. With inventoriesof new homes at historic lows, a turnaround in demand

could quickly result in tighter markets.”

Joint Center for housing Studies Harvard University - State of nations Housing 2011
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Crazy Chart: Housing Is Crazy Cheap Versus Gold
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Future Trends



The Changing Age Structure Will Boost Levels of Household Growth Over the

Next Two Decades and Beyond ASSOC.AT.(?N-
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The Echo Boom is Even Larger than the Baby Boom that has Driven

Markets for 50 Years
B Total Echo Boom Population in 2005
22,000,000
Tatal Baby Boorn Papulation in 1970
21,000,000 7
20,000,000
19,000,000
13,000,000
17,000,000
1, 000,000
15,000,000 T
5-9 10-14 15-19 20-24
Apge of Baby Boom and Echo Boom Cohorts in 1970 and 2005
Source: LS. Census Bureau Estimates
http:/feww . census. gov/ipcweneidb/idbsprd. htmi % HA RVA R D I(E'n n edy Schoul‘
JOHN F. KENNEDY SCHOOL OF GOVERNMENT
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Demographics !IW
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"There will be 5 million more echo boomers than there
were boomers when they first started swelling housing
markets," said Eric Belsky, executive director of the
Harvard University Joint Center for Housing Studies.

As a result, household growth during the next 10 years
should range between 12.5 million and 14.8 million,
according to the report. All those new households mean
demand for many new housing units.

"This is a powerful, powerful underpinning of future
demand," said Belsky.

% HARVARD Kennedy School

JOHN F. KENNEDY SCHOOL OF GOVERNMENT
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Public Sentiment
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Now Is A Good Time To Buy

Positive home buying sentiment is measured as the percent of households
who agree that now is a good time to buy a home.

/ﬁ\.\ Home Owner Percentages by Age Group /ﬁ\ Renter Percentages by Age Group

e} Research Institute for Housing America 12/2012
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Aging and Demographics Will Drive the Future

S
ASSOCIATION®

Irvesting In communities

Low Immigration Series

700,000
600,000
£ “ Due to Immigration
g 500,000 .
S i Due to Aging
3 400,000
=
3
£ 300,000 1
E
£ 200,000 +H— I — S B B B B Bs
100,000 +- " B B — 2
0+ ’ - - ¢
N = o XL IR2 A 1 N & E > o~ A Ry
& N B P & & > $» & & & P S S
) \L\ ~ ) AN ~J N ~ ) o) V ,\L\ PN >
et 4 y iz e Non-Hispanic o
Non-Hispanic White Non-Hispanic Black Asian/Other Hispanic

16



Call to Action !IW
QESOCIATION'

sting In communities

« Short term will be challenging. Bumpy Road to
Recovery. Challenge

« USG Actions Will Have Extraordinary Impacts to
Housing. Engage

« Consumer Confidence May Impact Unique
Opportunity for Qualified Borrowers. Educate

« The Long Term Future is Bright but Will be Built on
New Demographics. Evolve
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