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Section 1. Metro Area Market Analysis (MAMA) Summary

4 MAMA reports summarize local economic conditions by comparing current
area measures of housing market health to:

A Targeted levelsvs. Targe)
A Long run trend levels for the areas( History
A Current levels for the statev§. Statd

Ve

A Current levels for the natiorvg. Nation
4 Focus

A Identify highest and lowest deviations from historical trends for metro
areas

4 Summary:

A Areas with least deviation from historical trends are in
Texas and some Mountain states

A Areas with greatest deviation from historical trends are in Florida, New
Jersey, and Midwest
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Areas with Least Deviation from Historical Trends a
Texas and Some Mountain Sta

These areas:

4

Did not see huge growth in
home prices in recent years

Have not lost jobs as rapidly

as other areas

{K2g Y2NB day 2N
vacancy rates compared with
historical levels for the area

Still exhibit elevated
delinquency and foreclosure
rates

Although these are lower risk
areas, many of these are still
at heightened risk levels, as
evidenced by high
delinquency and foreclosure
rates, weak employment
growth, and flat home prices.

High Rick Indicators
Metro Name Home Prices Employment Affordability Housing Inventory | Credit Conditions
vs. History vs. History vs. History vs. History vs. History
Casper, WY U O U U O
Anchorage, AK ':) {' ':) {' 'i"
Cheyenne, WY U (. U (' C"
Fairbanks, AK C' C' U C' i'
MNew Orleans-Metairie-Kenner, LA :,) O U :) .
Waco, TX Q} i' i) ;:" "
Midland, TX O D 9 @ [ ]
Logan, UT-ID Q ] O ®] L
Kennewick-Pasco-Richland, WA U O f) f) .
Grand Junction, CO U C' ::} ::-‘ .
San Angelo, TX U ':. U ':. .‘
Lewiston, [D-WA O D Q () [ ]
Columbus, IN :) O f) O .
Sherman-Denison, TX :) C' ::} C' .
Het Springs, AR U ':. U ':. .‘
Morgantown, WY :,} C' :,} C' '
Houma-Bayou Cane-Thibodaux, LA U 'C' U 'C' .
Killeen-Temple-Fort Hood, TX :) C. ::} C. .
Cambridge-Newton-Framingham, MA ':' {. U U .‘
Sumnter, 5C U {' ':} {' '
Grand Forks, ND-MN O ® O ) )
Anderzon, IN U C' U C' .
Ahilene, TX :,) O U O .
Lawtan, OK ':,I) {' ':,I) {' .
Alexandria, LA f__} (' U (' .‘

Note: Metros listed at the top of the list have the fewest risk indicators relative to historical trends.
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Areas with Greatest Deviation from Historical Trends ¢
Florida, New Jersey, and Midwe

These areas:

4

Continue to exhibit falling
home prices

Show weak job markets

Have very high total vacancy
rates compared with historical
levels for the area

Exhibit very high delinquency
and foreclosure rates

The keys to recovery for these
areas are job growth and
reduction of high housing
inventory levels. Prices are
now more affordable, but only
for those with stable income.

Inventory for sale will remain

a problem for many of these
areas as foreclosures increase
with the lifting of most
government moratoria.

High Risk Indicators

Matro Name Home Prices Employment Affordability Housing Inventory | Credit Conditions
- ws. History vs. History vs. History vs. History vs. History
Baltimore-Towson, MD ®
Atlantic City, N) ®

Chicago-Naperville-Jalief, IL
Oakland-Fremont-Hayward, CA
Miami-Miami Beach-Kendall, FL
Minneapolis-St. Paul-Bloomington, MN-WI
Las Vegas-Paradise, NV
Orlando-Kissimmee, FL

Newark-Union, NJ-PA

St. Louis, MO-IL

Virginia Beach-Norfolk-Newport News, VA-NC
Warren-Troy-Farmington Hills, Ml

Kansas City, MO-KS

Providence-New Bedford-Fall River, RI-MA
Jacksonville, FL

Cincinnati-Middletown, OH-KY-IN

Tacoma, WA

Milwaukee-Waukesha-West Allis, Wl
Indianapolis-Carmel, IN

Camden, NI

Cape Coral-Fort Myers, FL
Cleveland-Elyria-Mentor, OH

Santa Rosa-Petaluma, CA

Memphis, TN-MS-AR
Birmingham-Hoover, AL

000000000000 P00 OOOY

CCOCOCCCOCOCCOQCCOUCOOC - -

000000000000 P00 OOOY

Note: Metros listed at the top of the list have the most risk indicators relative to historical trends.
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Section 2: Housing Inventory

4  Focus

Ve

A National view of singléamily home inventory
A Monitor measures that affect supply of homes on the market

4 Summary:

A The growth rate of vacant homes for sale or held off market has
dropped sharply, but is still positive

ACKS ydzYoSNI 2F Y2y O0KaQ &adzllLX @0 2F K
months

A Additions to supply from new construction are minimal in response to
low levels of purchase demand not seen since 1990s
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Vacant Homes For Sale or Held Off Market is LeVv

4 Vacant homes for sale or held
off market remained near 9
million in 2009 Q1, butitis
too early to say it has peaked

VacantHomes For Sale or Held Off Market

14% 10

4 Future counts may decrease 12%
due to:

4  $8,000 Federal Tax
Credit for firsttime
homebuyers

4 More affordable home
prices

4 Increased investor
appetite for deals

10%

8%

6%

4% 1

2% 1

0%

For Sale or Held Off Market
For Sale or Held Off Market

-2% 1

4 Reductions may be slowed by:
4 High unemployment
4  Unavailability of credit

Annual Growth Rate of Year-Round Vacant Homes
No. of Year-Round Vacant Homes (millions)

-4% 1

-6% 1

4 |_|ft|ngofforec|osure 0 e e e} ()
. — — — — — — — — — — — — — — — — — — — —
moratoria g 9 & 8 ¢ 8 g 2 g g8 g g g 8 ¢ 2 g 2 g g
[«2] (2] D [2] [«2] [} (o2} [} (2] [&2] o o o o o o o o o o
[&)] [} [&)] [} (&) [} (] [} ()] [&)] o o o o o o o o o o
- - - - - - — - - - N N N N N N N N N N

4  Uncertainty of the
GYFN) SG o62G¢2Y
4  Rising interest rates

Year-Round Vacant Homes For Sale or Held Off Market (R) — Growth Rate of Vacant Homes For Sale or Held Off Market (L)
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Mont hso Supply of Ho

4 Ly Handg vmMI Y2y(dKaQ adzJie 27
homes for sale:

4 Declined from 13 to 11 Number of Months Supply of New and Existing Homes for Sale
14% 14
months for new homes
4  Has continued declining 12% A
for the last 4 quarters 3 e -
for existing homes g 2
c <@
g 8w 0=
4 azZ2yuKaQ adzJJ e | ®2N 2
P . 6%
and existing homes remains g s E
. [0}
much higher than the enonth L s
e . o >
[} =
targeted equilibrium 2 s %
I 2% (7]
< n
[T <
i c
4 a2y (0K&Q adzLiLi & | ¥ 4 g
sale is not the clearest measure| § c
of housing inventory because it | & ,
c
assumes the current sales rate | & 4%
holds
-6% 0
o4 o4 o o o o o o o4 o4
8 g 8 2 g 2 g 5 2 2
o o o o
N N N N N N N N N N
Months Supply of New Homesfor Sale (R) Months Supply of Existing Homes for Sale (R)

----- Months Supply-Demand Equilibrium (R) Home Price Change Y/Y Index (L)
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New Homes for Sale Continue to Dr

4 New homes for sale have
fallen from a peak of 560k in
2006 Q2 to 300k in 2009 Q1 New Homes for Sale: Volume and Months Supply

600 14
4 The current level is close to the

long-run equilibrium level
(between 300k350Kk) 500

[ 10
4 Inventory levels are high

relative to the current demand
for new homes

400 1

300

4 While a problem for builders,
the reduction in new home
construction has enabled
supplytocatchupwith | =  WHHLLLL i it i it i i e v g
demand thus causing a leveling 2
of the month supply indicator

20 M1 1Tt Tttt t = 1 3 17 70 7 3

No. of New SFHomes for Sale (Ths., SA)

,a
o
o

No. of Months Supply of New Homes for Sale (NSA)

(I o e L o e L o L e 0
- - - - - - - — - - - - - - — - - - — -
o o o o o o o o o (o4 o O (e o o [0 o o o O
o ] N 2] < [re] © ~ @ o3} =] =) N 52} < i} @ ~ @ o]
o2} =3 o} o] o2} o] o] o o] o2} =] o o =} (=] =} o =) o o
22} o] 22} 9] 22} o] 3] 2] )] 22} =1 =} oS =} S =} S S S S
- — - — — — — — — - « « « « « « « « « «
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Existing Homes for Sale Also Continue to Drop but Still

4 The buildup of existing
homes for sale caused by a
sharp drop in demand after Existing Homes for Sale: Volume and Months Supply
the housing bubble resulted in
a large excess supply of

housing inventory /\
3,500 /./

4 As of 2009 Q1, 3.3 million 3000 HHH—
existing homes are available /
2,500 -
2,000 == = -——a— -l

4,000 12

[y
(=}

o
No. of Months Supply of Existing Homes for Sale (NSA)

[e)

for sale

4 Compared to longun
historical levels, the current

No. of Existing SF Homes for Sale (Ths., SA)

. o e IANRRRANRRR R s (HRNRARANR R NN Y P E—— i
excess supply is over 1 million [,
. . (N EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEREERE
4 Nationally, home price
. . . [ 2
apprem_atl_on will no'F resume soo BLLLLAL ARt n bt RN R R AR
until existing home inventory
approaches more reasonable o MLLILIILIN RN IR RRIR R A AR LR R AR AIA RN IR AIRRtdRRiill] 0
Ievels — — — — — — — - - — — — — — - — — - — —
o O o o o o o o o o o O (o] o (o] o o o o o
g & § 8 3§ 8 &8 5 &8 g2 8 g8 §8 g8 3 8 g8 5 g8 3
$ ¢ 8 2 8§ 3 g & 3 & g ] & 8§ &8 8§ |8 &8 8] §
4 Foreclosure/REO properties | Months Supply of Existing Homes on the Market (R) Existing Homes forSale (L) ====* Months Supply-Demand Equilibrium (R)

for sale and the pace at which
they are added to the market
will likely keep existing home
inventory high

©2009 Republic Mortgage Insurance Company 10



Housing Completions Continue Dramatic Slowd:

4 The current rate of housing
completions is much lower
than at any point in the last New Privately Owned Single-Family Housing Completions
20 years 6 1800

4 This low level needs to persist
in order to reduce inventory
to normal levels

[ 1500

[ 1200

4 Government incentives to
build new homes may be
premature since inventory
levels remain high

[ 900

Index Rate
w

600

No. of Units Completed (Ths.)

4 Purchase transaction activity
must increase to reduce 1
inventory levels

300

0 0
. - - - - - - - - - - - - - - - - i - - - -
4 Purchase applications have s 2 g2 p 2P 2B 2 & B B & BB B E B
fallen to a level last observed g 0% ¥ 8 8 ¥ ¥ ¥ ¥ 3 8 8 R R R & & ® 8§ 8§
in the late 1990s
New Privately Owned 1-Unit Housing Completions (SA) (R) — MBA Purchase Applications Index (SA) (L)
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Section 3: Credit Conditions

4  Focus
Delinquency and foreclosure rates at national and state levels

4 Summary:
A The lifting of foreclosure moratoria caused a spike in foreclosure starts

A The highest delinquency rates continue to be observed in the states
with the highest home price appreciation during the housing boom
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90+ Delinquency Rates and Foreclosure Starts

After Lifting of Foreclosure Morator

4  Foreclosures have begun to
increase as most moratoria

have been lifted

4 Foreclosure starts rose sharply
in the first quarter of 2009 to a
level even higher than the
previous peak in 2008 Q2

4 Moratoria resulted in delaying
moves to foreclosure, which
contributed to continued
growth in 90+ delinquency
rates

4 3.5% of mortgages are now 90+
days delinquent, compared
with an average around 1%
from 20002007

Percent of Loans in Foreclosure Started (%)

5%

4%

3%

2%

1% 1

0%

Mortgage Loansin Foreclosure Started
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V 7
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- -
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T — — 0
- - - — — - - - - -
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S o o =} =} o o o S =}
S S S S S S S S o] o
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All Loans-# in Foreclosure Started (R) Conventional Prime-% in Foreclosure Started (SA) (L)
Conventional Subprime-% in Foreclosure Started (SA) (L) ~ ====° All Loans-% 90+ Days Delinquent(SA) (L)
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Highest Rates of Delinquencies Continue to be in
Former High Growth State

4  22% of Florida mortgages are
now past due, by far the highest
rate in the nation

% Loans Delinquent or in Foreclosure (MB,
25.0%

4 California delinquency rates
continue to rise at a fast pace,
reaching 15% past due /

20.0%

4 Texas, which generally has
higher delinquency rates than
the nation, now has lower
delinquency rates than the
national average

15.0%

Rate %

4 lllinois continues to track 10.0%
closely to the national average
delinquency rate

5.0%

0.0%
1995Q1 1996Q1 1997Q1 1998Q1 1999Q1 2000Q1 2001Q1 2002Q1 2003Q1 2004Q1 2005Q1 2006Q1 2007Q1 2008Q1 2009Q1

California Florida lllinois Texas ====- United States
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Section 4: Home Prices and Affordability

4  Focus

A Affordability study based on comparison of cumulative growth rates in
home prices, rental prices, income, and inflation

A National and MSA level analysis

4 Summary:

A Home price reductions have improved affordability in many areas

A Median home prices have reduced to a level consistent with-foing
growth in income and rental prices

A Other measures of home price, such as the FHFA Purchase Only Index,
may lead to different conclusions
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Housing Affordability at High Levels National

4~ Home price affordability is
now at historically high levels

nationally Homeownership Affordability vs. Price Movement

4 High affordability levels take > 180
into account average L5 == 1 160
salaries, but do not take into P \\
account employment stress 2 100 _ < ,\_/ v |} w0

E /'-"' Il ‘\ L 120

4 NAR median home prices § ss T T %
and the Cas&hiller HPI have 2 LddsedatT \ L 100 E:
both dropped significantly 2 o A A A =
over the last few quarters as z \\ [ &0 g
distressed sales have % s Tttt e et e e e et et ettt e bt *\ ----- <
accounted for a large : \ [
proportion of total sales g oo IRt e Rttt Rttt e et e e e et e e e e it I 0

“;

4 Very high housing inventory s nmnmnnmmnnnanmnnmaImmm 2
and delinquency rates will oo JLLRRLNU MR RR RN UNURR RN OER RN NN EN NN R RN RR RN \'. .
continue to put downward - - - o - o o o o - - - - o o
pressure on home price % % §, % g%, § % § § § % % % % §

) s 3 ¢ g 2 g & & & K& & & =8 & ¥
gqrizzl:t:eez 3VSI||dI’I:gI‘e eSSSeerS[ a Composite Housing Affordability (SA) (R) First-Time Homebuyer Affordability (SA) (R) ====* Case-Shiller Home Price Index (NSA) (L)

large segment of the active
housing market
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House Price Balance with Income and Rental Pric
Improving Based on Current Median Home |

4 Home prices have fallen
dramatically, narrowing gaps
with cumulative growth in
income, inflation, and rental
prices

Cumulative Growth of House Price, Rents and CPIsince 1988Q1

160%

140%

4 Median prices have been
influenced heavily by
distressed transactions for
low-valued properties recently

120%

100%

80%

4 When the market for
moderate and highly valued
properties stabilizes, the
balance among home price
levels, income, and rental
prices will become clearer 20%

ovo LB TLLLCOOVVRARRRLCCCOEVRRRRRREEEEEEERERRREREEEEEEIRRRERIRREEEEETRERETTNNE]

60%

40%

Cumulative Growth Rate since 1988Q1 (%)

1988Q1
1989Q1
1990Q1
199101
199201
1993Q1
1994Q1
199501
199601
199701
1998Q1
1999Q1
2000Q1
2001Q1
2002Q1
2003Q1
2004Q1
2005Q1
2006Q1
2007Q1
2008Q1
200901

Consumer Price Index (less food, housing and energy) (SA) Median Asking Rent (SA)

Median House Price SA)  ====- Median Household Income
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House Prices Remain Ovedued in U.S.
Based on FHFA Purchase Only Inc

4 Household incomes in the U.S.
have slightly outpaced inflation
since 1996 Balance Between Income & Housing Cost:

U.S.

400

4 Both household income and
inflation in the U.S. have been
overwhelmed by home price
appreciation, as measured by
the FHFA Purchasenly Index

350

300

4 Continued reduction in home
prices is required to further
narrow the gap

4 Discrepancies between median 200 \
home price and repeasales /
index measures lead to 150
different conclusions since __—
lower-priced properties

dominate recent sales 100 1

250

Index Value

1995Q1 1996Q1 1997Q1 1998Q1 1999Q1 2000Q1 2001Q1 2002Q1 2003Q1 2004Q1 2005Q1 2006Q1 2007Q1 2008Q1 2009Q1

——FHFA Purchas@nly Index CPI  —— Household Income
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Home Prices Have Fallen to-Ey65 Levels in Major MSA

Peakto-Trough Home Price Depreciation

Peakto-Trough Home Price Depreciation
400 uU.S.
350
300 || Peakto-TroughHP Depreciation:
g 250 | | FHFA :.12%
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2 200 |
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Section 5;: Employment

4 Focus
Development of employment stress from 2005 to the present

4 Summary:

Job market troubles began as a regional problem in the Sand States and
Michigan, but quickly exploded into a national problem during 2008 and
2009
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Only Employment Stress was Auto Industry inZUip

Nonfarm yearover-year
employment growth is the
basis for the following graphs

In 2005, the nation generally
saw healthy job growth except
for the struggling auto industry
in Michigan and the Rust Belt

Very little changed by 2006,
with slight improvement in the
Rust Belt while everyone else
remained on solid ground
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