3nd Quarter 2007

SUMMARY

Economic growth in the third quarter of 2007
continued at the same pace as in the second quarter
of 2007. The labor situation in the third quarter saw
continued job growth and low unemployment.
Housing affordability worsened as mortgage interest
rates increased. Housing market performance was
weak in the third quarter of 2007, with generally
falling production levels and weak new home sales.
The exception is an increase in existing home sales.
Inventories of new and existing homes available for
sale continue at very high levels, with enough houses
available to last 8 to 10 months. The homeownership
rate remained steady at 68.2 percent in the third
quarter of 2007.

Housing Production

All housing production indicators were negative or
unchanged in the third quarter of 2007, especially
when compared with the third quarter of 2006.
Single-family building permits, starts, and completions
were down 7 to 14 percent from the second quarter
of 2007 and down 26 to 29 percent from the third
quarter of 2006. The only piece of positive news was
that multifamily completions increased 20 percent.
The numbers of permits, starts, and completions
have declined for six or more consecutive quarters.
Shipments of manufactured homes decreased in the
third quarter.

B In the third quarter of 2007, builders took out
permits for 1,324,000 new housing units at a
seasonally adjusted annual rate (SAAR), down
10 percent from the second quarter of 2007 and
down 23 percent from the third quarter of 2006.
Single-family building permits were issued for
940,000 (SAAR) housing units in the third quarter
of 2007, down 11 percent from the second quarter
of 2007 and down 26 percent from the third quarter
of 2006. Both total permits and single-family permits
have declined for eight consecutive quarters.
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m Construction was started on 1,296,000 (SAAR)
new housing units in the third quarter of 2007,
down 11 percent from the second quarter of 2007
and down 24 percent from the third quarter of 2006.
Single-family housing starts equaled 1,000,000
(SAAR) units in the third quarter of 2007, down
14 percent from the second quarter of 2007 and
down 28 percent from the third quarter of 2006.
Both total starts and single-family starts have
declined for six consecutive quarters.

B In the third quarter of 2007, construction was
completed on 1,476,000 (SAAR) new homes,
down 3 percent from the second quarter of 2007
and down 24 percent from the third quarter of 2006.
Single-family housing completions were 1,182,000
in the third quarter of 2007, down 7 percent from
the second quarter of 2007 and down 29 percent
from the third quarter of 2006. These are the sixth
consecutive quarterly declines for both total
completions and single-family completions.

B Manufacturers shipped 96,000 (SAAR) new
manufactured homes in the third quarter of 2007,
down 3 percent from the second quarter of 2007
and down 11 percent from the third quarter of 2006.

X3
(=W
(¢”)

I n S

Table of Contents......c.cc........ 2

HUD’s Home Purchase Goals
for Fannie Mae and Freddie

MacC ... 5
National Data ........................ 11
Regional Activity................ 25
Historical Data.................... 63

GMENT o

S
W e

*
<

%, N

BN peve "



Table of Contents

SUMMALY.....ooooiiiiiiiiiiiieiienecceeeee 1
Housing Production . .1
Housing Marketing ..................... 3
Affordability and Interest Rates . )
Multifamily Housing .........cccceoeeieevenicnne 4

HUD’s Home Purchase Goals for Fannie

Mae and Freddie Mac
HUD’s Government-Sponsored Enterprise
Regulatory Responsibilities .................. 5
The Housing Goals
GSE Home Purchase Subgoals.................. 5
Rationale for GSE Home Purchase
SUbZOals ...oviiiiieiieeeeeeee e 6
Specifics of the Home Purchase
Subgoals ..oooiiiiiie e 6
Performance on the Home Purchase
Subgoals in 2005 and 2006 .................... 7
Overall Goals: Levels and Performance
in 2001 Through 2006...........ccovevennnnnen. 8

Conclusions About the Home

Purchase Subgoals . .9
INOEES eeeeee ettt et 9
National Data ....................cccoo........ 11
Housing Production .............ccccccoceeennennnn. 11
Permits ....ooeeeviiiiiiiiiiiiiceeicece 11
SEATES .eeiiiieeiiieeeieee e 12
Under Construction...........ecveeeerveeeeenenns 1

Completions.......
Manufactured (Mobile) Home
ShIPMENtS ...cvvveviiieieieieicececeeieee 13
Housing Marketing..............c.cocooeeinnin. 14

Home Sales.........
Home Prices

Housing Affordability........ccccocvvveiennnen. 16
Apartment Absorptions...........ccceeeennees 17
Manufactured (Mobile) Home
Placements ......c.ooueuevieuirieinieieieiieieeeins 17
Builders’ Views of
Housing Market ACtivity ..........ccceeu... 18
Housing Finance ..............ccccoecevvinininenns 19
Mortgage Interest Rates................c......... 19
FHA 1-4 Family Mortgage
INSUrance ......coocveevvienieiiiecieeieceieee
PMI and VA Activity
Delinquencies and Foreclosures ............ 21
Housing Investment...............c..cccoeceeeenne. 22
Residential Fixed Investment and
Gross Domestic Product...................... 22

Housing Inventory ..............cccceeveeniennenne. 23
Housing Stock.....
Vacancy Rates........... .
Homeownership Rates ...........ccocceeveenennenn 24

Regional Activity.. .25

Regional Reports ........
New England.............

New York/New Jersey .28
Mid-Atlantic ................ .29
Southeast/Caribbean .31
IMEAWESE . 33

SOUthWESE ...veevieiiiiicieieceeee e 35

Great Plains.......occoevveviiiiiiiiicccees 37
Rocky Mountain.........c.cceeveeveeveeveereenennnn 38
PaCIfiC...cviiiieieieiei 40
NOTtRWESE ..ot 42
Housing Market Profiles .......................... 44
Casper, Wyoming
Charleston, West Virginia ...................... 45
Chicago, IINOIS ....covevveeeieiiiiieeieeieeieas 46

Lake Charles, Louisiana.
Laredo, Texas .......cccccceeeneene.
Los Angeles County, California
Philadelphia, Pennsylvania ..
Raleigh, North Carolina
Salt Lake City-Ogden-Clearfield, Utah..54
Tulsa, Oklahoma .......cccceevevvieviciiciiieen. 56
West Palm Beach-Boca Raton-Boynton

Beach, Florida
Wichita, Kansas
Units Authorized by Building Permits,

Year to Date: HUD Regions

and States
Units Authorized by Building Permits,

Year to Date: 50 Most Active Core

Based Statistical Areas (Listed by

Total Building Permits) .......c..ccceeneee. 61

Historical Data..................cccooo....... 63
Table 1
New Privately Owned Housing
Units Authorized: 1967-Present.......... 63
Table 2
New Privately Owned Housing
Units Started: 1967-Present ................ 64
Table 3
New Privately Owned Housing Units
Under Construction: 1970-Present ....65
Table 4
New Privately Owned Housing
Units Completed: 1970-Present.......... 66
Table 5
Manufactured (Mobile) Home
Shipments, Residential Placements,
Average Prices, and Units for Sale:

1977-PreSent .......cccvuveeeeivieeeiiieeeeinnnnnn 67
Table 6

New Single-Family Home Sales:

1970-PreSent .....cceevuveeeeeiureeeeiiiieeaieeenn 68
Table 7

Existing Home Sales: 1969-Present ....69

Table 8
New Single-Family Home Prices:
1964-Present.......cccoueeeueereveecneerecnnes 70

Table 9
Existing Home Prices: 1969-Present ..71

Table 10
Repeat Sales House Price Index:

1975-PIeSENt .ccveeveeveeeieieieeiieiesieeiieiens 72
Table 11

Housing Affordability Index:

1973-PIeSENnt ..c.cevevveeueeienieeienieeeeieniens 73
Table 12

Market Absorption of New Rental
Units and Median Asking Rent:
1970-Present ......c.ccoveeevueeeuiencueenieennns 74

Table 13
Builders’ Views of Housing Market
Activity: 1979-Present .........ccccceeueeene 75
Table 14
Mortgage Interest Rates, Average
Commitment Rates, and Points:
1973-Present ......cccccoveeevueeeueenieenieenans 76
Table 15
Mortgage Interest Rates, Points,
Effective Rates, and Average Term
to Maturity on Conventional Loans
Closed: 1982-Present.........ccccceuveeueennss 77
Table 16
FHA, VA, and PMI 1-4 Family
Mortgage Insurance Activity:
1971-PreSent ......ccceeevueervieeeuienieenieennns 78

Table 17

FHA Unassisted Multifamily

Mortgage Insurance Activity:

1980-PreSent ......ccceeevueerrueeeueeaieenieene 79
Table 18

Mortgage Delinquencies and

Foreclosures Started: 1986-Present ....80
Table 19

Expenditures for Existing Residential

Properties: 1977-Present............ccc...... 81
Table 20

Value of New Construction Put in

Place, Private Residential Buildings:

1974-Present .........ccceceveeevvuveeaniineennans 82
Table 21

Gross Domestic Product and

Residential Fixed Investment:

1960-Present ......cccceecueevueeeueenieenieanns 83
Table 22

Net Change in Number of House-

holds by Age of Householder:

1971-Present .......ccccceeeceeveenveneenueenncns 84
Table 23

Net Change in Number of House-

holds by Type of Household:

1971-Present .........cccecceeeeevuveeenuneennans 85
Table 24

Net Change in Number of House-

holds by Race and Ethnicity of

Householder: 1971-Present ................ 86
Table 25

Total U.S. Housing Stock:

1970-Present .......ccocccuveeeeeeniiiieeeennnnnne 87
Table 26

Rental Vacancy Rates:

1979-PreSent ......ccccevvereeverieriereeierieeenenes 88
Table 27

Homeownership Rates by Age

of Householder: 1982-Present ............ 89
Table 28

Homeownership Rates by Region and

Metropolitan Status: 1983-Present ....90
Table 29

Homeownership Rates by Race and

Ethnicity: 1983-Present ........cccccoeuee. 91
Table 30

Homeownership Rates by Household

Type: 1983-Present ..........cccceeeveeceunennns 92




Housing Marketing

Sales of new homes decreased in the third quarter of
2007, although inventories of new homes available
for sale stabilized. Prices of new homes were un-
changed, but those of existing homes decreased.
Inventories of existing homes available for sale at
the end of the third quarter of 2007 increased to
more than 10 months of sales. Builders were
pessimistic in the third quarter regarding current
sales expectations, future sales expectations, and
prospective buyer traffic.

B During the third quarter of 2007, builders sold
768,000 (SAAR) new single-family homes, down
10 percent from the second quarter of 2007 and
down 23 percent from the third quarter of 2006.

B REALTORS® sold 5,423,000 (SAAR) existing homes
in the third quarter of 2007, down 8 percent from
the second quarter of 2007 and down 14 percent
from the third quarter of 2006.

B The median sales price for new homes sold in the
third quarter of 2007 was $241,700, unchanged
from the second quarter of 2007 but up 3 percent
from the third quarter of 2006. The average sales
price decreased 4 percent from the second quarter
of 2007 and decreased 3 percent from the third
quarter of 2006 to $298,500. The price of a constant-
quality new home was estimated to be $262,200
in the third quarter of 2007, down 2 percent from
the second quarter of 2007 and down 1 percent
from the third quarter of 2006.

B Existing homes sold during the third quarter of 2007
had a median price of $221,000, down 1 percent
from the second quarter of 2007 and down 2 percent
from the third quarter of 2006. The average price
was $267,700, down 1 percent from the second
quarter of 2007 and down 1 percent from the
third quarter of 2006.

m At the end of the third quarter of 2007, the inventory
of new homes available for sale was 523,000,
down 3 percent from the second quarter of 2007
and down 7 percent from the third quarter of
2006. This inventory would support 8.3 months
of sales at the current sales pace, unchanged
from the end of the second quarter of 2007 but
up 1.5 months from the end of the third quarter

of 2006. The inventory of existing homes available
for sale was 4,399,000 at the end of the third
quarter of 2007, up 1 percent from the second
quarter of 2007 and up 16 percent from the third
quarter of 2006. This inventory would support
10.5 months of sales at the current sales pace, up
0.6 months from the second quarter of 2007 and
up 3.2 months from the third quarter of 2006.

B Home builders were considerably less optimistic
in the third quarter of 2007 than they were in the
second quarter of 2007 or than they were a year
earlier, according to the National Association of
Home Builders/Wells Fargo composite Housing
Market Index. The index was 22 in the third
quarter of 2007, down 8 index points from the
second quarter of 2007 and down 12 index points
from the third quarter of 2006. All three components
of the composite index declined-current sales
expectations declined 9 points, future sales
expectations declined 11 points, and prospective
buyer traffic declined 7 points.

Affordability and Interest Rates

In the third quarter of 2007, the interest rate for
30-year, fixed-rate mortgages averaged 6.55 percent,
up 18 basis points from the second quarter of 2007
but down 1 basis point from the third quarter of
2006. Housing affordability worsened from the past
quarter but improved from the third quarter of 2006,
according to the index published by the NATIONAL
ASSOCIATION OF REALTORS®. The composite
index indicates that, in the third quarter of 2007,
the family earning the median income ($59,42.7)
had 108.2 percent of the income needed to purchase
the median-priced ($220,800) existing home, using
standard lending guidelines. This value is down

1.0 point from the second quarter of 2007 but up
5.1 points from the third quarter of 2006. This decline
in the third quarter is attributable to a 28-basis point
increase in the interest rate, more than offsetting a
1-percent decrease in the median home price and a
0.7-percent increase in median family income. The
national homeownership rate in the third quarter of
2007 was 68.2 percent, unchanged from the second
quarter of 2007 but down 0.8 percentage point from
the third quarter of 2006.

Summary



Multifamily Housing

The multifamily (5+ units) sector was mixed in the
third quarter of 2007. The issuance of building
permits declined, starts were unchanged, and
completions increased. The absorption of new rental
units set a record low, and the vacancy rate increased.

In the third quarter of 2007, builders took out
building permits for 331,000 (SAAR) new multi-
family units, down 6 percent from the second
quarter of 2007 and down 10 percent from the
third quarter of 2006.

Builders started construction on 263,000 (SAAR)
new multifamily units in the third quarter of
2007, unchanged from the second quarter of 2007
but up 1 percent from the third quarter of 2006.

Summary

B Builders completed 265,000 (SAAR) new multi-

family units in the third quarter of 2007, up
20 percent from the second quarter of 2007 and
up 1 percent from the third quarter of 2006.

The rental vacancy rate in the third quarter of
2007 was 9.8 percent, up 0.3 percentage point
from the second quarter of 2007 but down 0.1
percentage point from the third quarter of 2006.

Market absorption of new rental apartments
slowed in the third quarter of 2007. Of the
26,900 new apartments completed in the second
quarter of 2007, only 54 percent were leased or
absorbed by the end of the 3 months following
completion. This absorption rate is a record low.
The previous record was 56 percent.





