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> Homeowrners facing higher resetting rates
and foreclosures

- Weall Street reassessing risk

2 5 ub-prirne brokers desperate for Wall Street
uncling

- Potential hormebuyers left out in the cold




= Prime & Subprime
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Cut pack in new nore construction thins out

tr
inventory and strengthen horne prices

i ditional " products
- Recdeas lenders going belly up
t tightening

— FHA | e\/J\/rIJ

— Higher prevalence of fixed-rate morigages

Snort-terrn Pain frorn lower norne sales
Long-terrn Gain frorn lower defaults
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2008 2007 2008
GDP 2.9% 2.0% 2.1%
CPI Inflation 3.2% 2.8% 2.3%
Jon Growih 1.9% 1.3% 1.0%
Unermployrment Rate 4.6% 4.6% 4.9%
2005 2007 Difference
Total Horme 8.4 million 6.7 million - 1.7 million

Sales

Jopbs

Weage + Salary

Household
Wealth

Hormne Prices

Mortgage Rates

53,7 million

$5.7 trillion

138.0 millior

$6.4 trillion

$57 trillion

$218,200

IaaREol§
0.3%

+ $700 billion

+ $5 trillion

- $1,400

+ 0.4%
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2006 2007 2008

Existing-Home Sales 6.48 million 5.92 million  6.27 million
New Home Sales 1.05 million 0.80 million  0.74 million
Housing Starts 1.80 million 1.37 million  1.26 million
30-Year FRM 6.4% 6.2% 6.5%
1-Year ARM 5.5% 5.6% 5.2%

Existing-Home Price
Growth

N

1.0% -1.7% 2%




