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Canadian Housing
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Canadian Housing
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Canadian Housing
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CHART 6: CONSTRUCTION BOOM TO EASE MARKET
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Canadian Housing Starts
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Canadian Housmg
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“Canadian home sales and price trends are relatively stable, though tight supply and strong demand
continue to fuel bigger price increases in a few high-priced markets. Low borrowing costs are

maintaining affordablhty in the face of high home valuations.” 3 :
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Canada: Housing Starts
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CHART 5: CANADIAN EXISTING HOME SALES
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Canada: Housing Affordability
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CHART 4: CANADIAN HOUSING AFFORDABILITY INDEX
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Canada: Housmg Starts
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Exhibit 5-1 Real Estate Business Prospects for 2015
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Multifamily developers
Private local real estate owner

Real estate brokers

Real estate investment
management

REITs

Homebuilders/residential
land developers

Commercial developers

Commercial bank
real estate lenders

Insurance company
real estate lenders

Real esiate consultanis
Architects/designers

CMBS lenders/issuers

Abysmal -ail Good  Excellent

Source: Emerging Trends in Real Estate 2015 survey.
Note: Based on Canadian investors only.
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Source: Emerging Trends in Real Estate®; Price Waterhouse Coopers and Urban Land Institute ; March 2015
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North American Housing
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Projecting Housing Demand
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/ z Housing units = Household formations plus housing units lost

\ {}\ 2013: 425,000 household formations + 467,368 demolitions = 892,368 units

- Actual production: 764.4 —892.4 = 128,000 under build
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United States Housing Forecasts: 2015
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Single-Family Starts  Multi-Family Starts Total Starts

APA - The Engineered
Wood Association 755 455 1,210
| Core Logic 743 381 1,124 %
Fannie Mae 783 388 1,171
!I-‘ Forest Economic Advisors 753 399 1,152
| Goldman Sachs 1,166
Merrill Lynch 1,175
| / Metrostudy 730 370 1,100
.| MBA 728 380 1,108 \-
" |NAHB 804 358 1,162 f
NAR 783 517 1,300 v
| TD Economics 1,190
= Wells Fargo
Zillow




United States Housing
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United States Housing
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United States Housmg Permits
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FRED — New Private Housing Units Authorized by Building Permits
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United States Housing
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FRED L0 - New Private Housing Units Authorized by Building Permits - In
. Structures with 1 Unit (left)

- 30-Year Fixed Rate Mortgage Average in the United States© (right)
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United States Housing
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FRED oLd — New Private Housing Units Authorized by Building Permits - In
) Structures with 5 Units (left)

- 30-Year Fixed Rate Mortgage Average in the United States© (right)
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United States Housmg Starts
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FRED ol - Housing Starts: Total: New Privately Owned Housing Units Started
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United States Housing Starts
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FRED — Housing Starts: Total New Privately Owned Housing Units Started

— Privately Owned Housing Starts: 1-Unit Structures
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United States Housing
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FRED 220 — Privately Owned Housing Starts: 1-Unit Structures (left)
- 30-Year Fixed Rate Mortgage Average in the United States© (right)
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United States Housmg

SF starts: Slx-month rolllng average (unadjusted data)
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Housing Starts and Median Income
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Housing Starts and Median Income
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United States Housing
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United States Housmg
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United States Housmg
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FRED .2/ — New Privately-Owned Housing Units Completed: Total
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United States Housing Completions
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United States Housing
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FRED ').,/J'/ - New Privately-Owned Housing Units Completed: 1-Unit Structures
% (left)
— 30-Year Fixed Rate Mortgage Average in the United States© (right)
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United States Housing
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United States Housing
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United States Housing
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Construction Spending: YOY percentage change
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New Single-Family Home Sales
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United States Housing
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Table 1. New Houses Sold and For Sale
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United States Housing

FRED P, — New One Family Houses Sold: United States (left)
— 30-Year Fixed Rate Mortgage Average in the United States© (right)
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United States Housing
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FRED ,\N/y’ - Median Sales Price for New Houses Sold in the United States (left)

— 30-Year Fixed Rate Mortgage Average in the United States© (right)
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United States New House Sales

FRED ol - New One Family Houses Sold: United States (left)
- Real Median Household Income in the United States (right)
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United States Housing
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FRED )  — New Houses Sold by Sales Price in the United States, Under
: $150,000 (left)
— 30-Year Fixed Rate Mortgage Average in the United States®© (right)
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== New SF sales = CME LBR Futures

Source: US Census & CME Group — random length lumber futures .”—l W ﬂ ”ﬂr‘fwv‘;ﬁm
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== New SF sales = CME LBR Futures

Source: US Census & CME Group random Iength Iumber futures . '—l W ﬂ ﬂ’ ’ ﬂ‘m
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FRED oL — Existing Home Sales®© (left)

- 30-Year Fixed Rate Mortgage Average in the United States®© (right)
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FRED 4/  — Median sales Price of Existing Homes®© (left)
' - 30-Year Fixed Rate Mortgage Average in the United States© (right)
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66% of all sales > $250,000
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February Resldentlal Sales by Price Range

February Share of Total Sales
YoY Pct Change
Price Range 2011 2012 2013 2014 2015 in Share of Sales |
=5100 & ==550K 1590% | 1565% | 1297% | 1091% | 7.45% -32 E'-“:.\)
>350K & <=5100K 18.17% | 18.63% [ 16.76% | 14.68% | 11.12% \-24%/
iﬂ =5 100K & <=5200K 28.80% | 29.96% | 30.38% | 30.02% | 28.86% 4% \
| *5200K & ==8300K 15.12% | 15.11% [ 16.32% | 17.28% | 19.86% 15% |
>5300K & <=5400K BO9% | 7.78% | B72% [ 9.87% | 11.6M% m
>5400K & <=5500K 411% | 403% | 4.74% [ 546% | 664% 21%

| #5500K & <=5750K 483% | 447% | 527T% [ 6.08% | 7.30% 20%

ERY >57 30K & <=51MM 1.76% | 168% | 181% [ 223% | 276% 24% 7]
>3 1MM & <=52MM 158% [ 163% | 1.75% [ 215% | 262% 22% .3‘? ,;?'fj
*52MM & <=55MM 0.60% | 0.71% | 0.82% | 080% | 1.19% \4 48%/ j,-'_f
>55MM 086% | 032% | 045% [ 051% | 044% -15% }‘

Y | INERNE HE MmN Y Y

B ELNTIETE i n Vl S

VB9

1

Source: www.housingwire.com/articles/33448-realtytrac-home-price-appreciation-revealed-in-3-charts and
www.realtytrac.com/news/home-prices-and-sales/feb-2015-home-price-appreciation-analysis; 4/2/15
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FRED_ P, — Existing Home Sales®©
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..vacation-home sales catapulted to an estlmated 1.13 million last year, the highest [
amount since NAR began the survey in 2003 (22.8%).” Increased 57.4% from 2013 _ |/

Source: http://research.stlouisfed. org/fred2 WWW. realtor org/news-releases/2015/04/vacation-home-sales-soar-to- record hlgh in- 2014 mvestment purchases -fall; 4/1/15
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How America’'s Middle Class Has Shrunk Since 2000

* point change In Migdie Class 2000-2013

Source: www.valuewalk.com/2015/03/the-change-in-american-middle-class-from-2000-to-2013-interactive-infographic; 3/31/15
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Home Price Appreciation Versus Wage Growth

= 2012 1o 2014 Pct Change

RealtyTrac

17.31%

Price appreciation outpaces wage growth in 76%
of U.S. markets during housing recovery
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Household Formation & Renters
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All households created during this recovery are renters

% Cumulative percentage change in number of households

18 - Total - Owner occupied - Renter

2005 2006 2007 2008 2009 2010 2011 2012 2013

Source (‘eﬁﬁ 18, Haver Analytics, DB Global Markets Ro‘sevch
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Source: https://confoundedinterest flles wordpress com/2015/03/rentalrecd png; 3/28/15
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FRED oL — Homeownership Rate for the United States
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Figure 2. Percent Never Married among Those Aged 35 and Older by Sex:
1890 to 2010
14.0%
120%
100%

Figure 1. Median Age at First Marriage by Sex: 1890 to 2010
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Housmg Starts & Demographlcs

AR & AT
Annual Rate (mllllons) AnnuaJ Rate (millions)

Change in Projected
Actual Single- ' Trend Single-Family
Family Starts Occupied Housing

Units
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Structural change in the housing market include:

- adramatic correction in median wealth of U.S. households as home values declined

- declining home ownership rates.
am HE . B TEEE H | r
Source: www.kansascityfed. org/publ|cat/econrev/pdf/13q4Rappaport pd] W“ ” W
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FRED oL — M1 Money Stock
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FRED oL — Velocity of M2 Money Stock
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Potential Housing Threats
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Seeking stability

in an indebted world

What happened to deleveraging?

Global Debt $199 Trillion 17% Debt to GDP
286% of GDP 401% select countries

1 282°’

269%
$142 Trillion .
G0 $57 Trillion

since 2007

2007 2014 Japan Spain China

| BRI W I Y A

Source: McKinsey & Company, McKinsey Global Institute, Debt and (not much) deleveraging; February 2015
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Potential Housing Threats
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Exhibit EV
Global debt has increased by $57 trillion since 2007, outpacing world GDP growth
\

Global stock of debt outstanding by type

.
wooor 20 “High debt levels, whether in the
199 TR TR public or private sector, have
- J w Hseos 85 28 historically placed a drag on growth
142

- and raised the risk of financial crises
= . Coporte 57 59 1 that spark deep economic recessions.
4

:; - .W s a ] Growth in global debt has shifted

since 2007, with developing

[E . o se .. ' economies accounting for half of

(7] B new debt.” :

400 4007 201 LA e

Total debt f v
as % of GDP

1 2Q14 data for advanced economies and China, 4013 data for other developing economies
NOTE: Numbers may not sum due 0 rounding

T R

Source: McKinsey & Company, McKinsey Global Institute, Debt and (not much) deleveraging; February 2015 F ¥
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Potential Housing Threats
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China's debt reached 282 percent of GOP in 2014, higher than debt levels (n some advanced economies \

Exhibit E7

Debt-10-GOP ratio B Government B Noo-financial corporate t
%
B Financial institutions Households

China By country, 2014

282 \

o | cine - ..three particular areas of potential
» n-- \\\ concern in China: the concentration
N - “- ~ of debt in real estate, the rapid

growth and complexity of shadow
158 " _ . banking, and the off-balance sheet
20
e I - -
Nearly half of China’s debt is related
l - “-. o real estate.”

borrowing by local governments.
~ ER
2000 2007 2014

Ml et ¥ 8 4

Totaldebt 21 74 282
$ trilon
NOTE: Numshern may rol sum ous 1 roundeg.

SOURCE: MGI Courtry Dett datshase, Melinsey Global nettude amalysis

| B |

Source: McKinsey & Company, McKinsey Global Institute, Debt and (not much) deleveraging; February 2015 .
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Threats to Housing
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World Debt or “Leverage”

Nothing really has changed — interest rates are lower; yet
debt keeps increasing

What’s going to happen in China?
Does the U.S. economy stall or decrease?

Minimal increase in real medium income
Increased closing costs due to new lending regulations

What if there 1s “no” Eurozone recovery?

al events?

nJ

Geopolitic




Conclusions

&y S8\ % LV AWINF & NN
Canada — how will the commodity demand/price decline affect housing

Most forecasts call for slightly decreasing starts through 2016

/“ For the Canadian and U.S. housing markets to improve — both economies need to \
/ advance in conjunction with increases in real median incomes

, A
A | United States &
higher priced houses appear to be the strongest sector %
multifamily housing as well %;,
l The opportunity: houses in the $100 to $200 thousand price range \
%

- - The BIG question? — Will the U.S. housing market continue to improve?

ﬁ
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Questions?
I/ SRS W 1/ S N\
Thank you ;
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Delton Alderman
Forest Products Marketing Unit
Forest Products Laboratory - Madison, WI
Northern Research Station - Princeton, WV
USDA Forest Service
304.431.2734
dalderman@fs fed us




