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Recent Trends

/' in markets with highestiincreases
arkets still'snewingisome - growtn.

llon EXPECIED S FECENTINCIEASES
Clieated sunstantialfprice:ncomemnalance,
particularly’ aownstaie




Prices Dropping

ae _ID/O (( OMmMEerce Jeor)

— 45% cut prices
— 54% oliered freerupgraaes (not refiected Iniprices)

— Cancellationirate: nas deunied

» Sales volume dowr




Sales Volume Slowing

Home Sales
Despite slowdown, 2006 third highest volume ever
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Inventory Building

Housing Inventory
More supply = softer price appreciation
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Prices Dropping

Home Price Appreciation
The "heady” times of double-digits are over for a while

History Forecast
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ome Values Out of

A History of Homme Values
The Yele economist Robert J. Bhiller ereaied an Index of Americen housing priges going back to 1820 Kt is based
o sale prices of standand gxisting houses, not new constouglion, 1o tragk the valueg ofF hausing as an investment
oreer time, |t preﬁr’dshmmng values im grmsistent ferms aver 11&-5%&5-. f‘c'l.ﬂ‘il,‘!ii‘i"]g ot the sfigcts of inflatie

|

Thre 1880 bavrefirrgik i 100 on the chart. If a standasd house sold i 1880 for $100L000 (inflation- adjuﬁad tm
tedeay's dollars], an equivalent standard house would haye sold for $56.000 in 1920 (68 en the index scale) and
$190.000 in 2006 (199 o the ndex seale. of 82 pergent higher than 1880),

DEELINE AND RUN-UP Friges -;ZFEIF-FﬁEI o
mass predushion techmgues sppeared
garly in the 20th cantury. Prices spiked
vith pest-was housing demend,

BOOM TIMES Two gairsg in fegen decades
vere fellowed By eturme 2 Byvels conssient
gince the lsie 1950', Snee 1987, the ndex
Mg risern alout 82 peroent,
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Why The Run-up In Prices?

Nt0 NOMEOWNENSNIP; INVESTMENL anale
ly Taster HiFFgrowtn than EXPECIED
| abor & materiaisiup — natienal, nternational 1aclors
' 1 IR AN AY d
BUT run-upnet explainea By supply/aemana:
2 M preauctioniVv. 1.4V HIFHS /yii prCES up, rents not

‘homes;; L6 UnILs/=H
28% Investment; 12%0 Vacation)
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Bubble Bursting or Slow Landing?

st: 15t year-io-y -1.7%) since. 199:
s 12 SUPPIY GIFNBIMES 10 S ele
» Bullders, cuttingjjereauiction

» BUDBIE O Jlo Wing?

ACt OIf MEdIa 0N’ market psycneiogy.




Frontee Corsnlling Group
| But Markets Are Local

2nd Q 2006 A
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New York State Price Changes

% Change 2Q 20d .
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NY Markets — Not All Are Slowing

Freddie Mac — Metro Price Index
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So Which Markets Are At Risk?

St rate, INCOme;
iStory of market

— 34% over model = ovenaluea Kinastot
_ Kingston 49,

. 2N Ouarter prices: -
A0 P Nassau/Suffolk 42.
— 79 0f 317 metros evervaluea

: New: Y ork:
(40% of pop) ‘
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NY Rural Counties Showing Strength

Ut (NYASSEC 01 Realtors)
erly data ratnerthan menthly auerio small # of
N SOMe COUNtIES
» Strongest gainsiin/last 2 years i rural counties
» Benina but catening up
2006 Q =0
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So Where Does That Leave Us?

ra’uoa
- \Vatching the national o]czur

s |[nterest rates anect




Bnaingjiviarket Upadate
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Mortgage Rates

Frecldle 2006
- PRIMARY MORTGAGE MARKET SURVEY®
mmmmugu summary page with all rate types - U .S averages

Lz 3y Us 15 yr L= B ARM L=, LIS 1 wr ARM L=, 30y FREM/

alyr fees & 1bwr  fees & 1 fees & 51 ARM Twr  fees & 1wraBM 1 wr ARM
Week FREM points  FRM  points AFM  points margin ABM  paoints margin spread

G/24 b.48 04 k14 0.4 b.14 0.5 277 TR 0.7 2.7 (.88
8/31 b.44 04 b4 0.4 b.11 0.5 276 5.5 0.7 2.7 (.85
97 b.47 04 Bk 0.4 b.14 0.5 2.7 B3 0.7 2.7 0.84
9414 b.43 05  B11 0.4 b.10 0.6 276 5.h0 0.7 276 (.83
4/ b.410 05  BO& 0.5 b.08G 0.5 2.7 .54 0.4 2.7 0.8k
4/28 b.31 04 538 0.4 k.00 0.5 2.7 BAY 0.k 2.7 0.84
1045 b.30 03 533 0.4 b.00 0.5 276 546 0.7 2.7 (.54
10A2 b3 05  BO& 0.5 b.10 0.5 2.7 b .AE 0.7 2.7 0.81

1049 b3k 05  bBO& 0.5 b.11 0.5 276 R&Y 0.8 276 (.79




Mortgage Rates - October 4, 2006

By Keurwon Chung, NAR Research Division

v

Weekly Data (Date)

A0year Fixed Mortgage Rate .30 5.31

640 6.43

G647

OQct 42006 Sep 252000 Segp 21 2000 Sep 14 2000 Sep 7 2000 Aug 37 2000

B, 44

L atest Monih ago

Trend
647

A0-wear Fixed Mortgage Rate .30

Ona-year

Year ago average

6.07 6.40

Forecast in
three months

.90

Forecastin
ong vear

6,60

Source Freddie Mac, MAR forecast
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Buyers/Owners “ARMIng” Themselves
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ARMSs as % of Mortgages - 2006
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Narrowing Fixed v. ARM Spread

Mortgage Rates

Rising shightly, then leveling off

L
=

s | -Year Adjustable Mortgage Rate
— 10.Year Fixed Mortgage Rates

0™ 4123412341234 12341234123412134
000 2041 1001 2004 1004 1005 i00E 2007

- Fvree Freoklie Moo, NAR Forecost -




Exotic Mortgages On the Rise

o |nterest Only (10);& Negative: Amortization as

2005 2006

Loan Performance 3/06




So What's Happening?

as ATV
N housing wealin; $101-since; 2000 __
egative ;mvng ate (NSg Wealin fjeensumption)

» One out oi'4:pany noomers own > 1 house (NAR)
*]vﬁ I@nfling‘ (*onvent]onal & subpr]me




We Are Running Up Debt

Diabt Sardos Paymants

Debt Service Payments with Consumer and Mortgage Debt

% of disposable personal income
Last Points: 1Q 2006
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And A Negative Savings Rate

U.S. Personal Saving Rate
Last Point 5/06: -1.7%

=40 I B T A I T N 7 T T N T AL [ O A O
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Source: Bureau of Economic Analysis




Pronke Coroubling Group
Refi's (40+%): Using Our Home Equity

970t EQUILY 2dian Ratio
liakeout Jid: New

04 /0 1,12
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Summary: Current Lending Market

CONSumers are nerrewing more
RElnanc 'v]ty N1gN; equity takeeuts

JIESSIVE IENAING PrACLICES as




S| o1 Miarket Conditions on
J ablerfomeownersnip
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~* Homeownersnipirates & 1°* Time Buyers

/
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2002 2005 | 200412005

US 01,670 B1.9% 66,570  69.0%:69.1%

99490 95.9Y0 ' 94.56Y0,  94.570) (94,6
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Minority Homeownership Lags

White  |/ASlan  [Blacks | HISpanic
US r9.7% 46.1% 49 1%  59.9%

09,0%

39,070

29,190

19.6%

'S

11/06
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15t Time Buyers in the Marketplace

Accoraing tora: 2005 Ssurvey ny tne:National '*"?;,
Assoclation oif REaItors;, TiS=Umenemenuyers
present NOWAMUCK! o1 tne markez

1) 75%

2) 40% <mm—

3) 30%

4) 20%

f . -
",
*This Survey covered people who bought h rom August 2004 — July 2005.




Affordability

median price:= 3.1x income: (recoro
)8 1996, 55%0 pPriCENNCrEase (adj 1o nnation)
v 2000-2005: medianivalles rose 52%
 But incomes Ireppea’ 2.6%
. 54Y% ownersiw/ maortgage > 30%i6I°Nc on Nsg
* Up trom 26.701n 1959

State DUt Hawanincreasead

’ US Census Bureau, 2009 ACS

Nationa
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Prices:Incomes — Downstate Extreme

iwe And Cheapest Cities

G Honolulu HI 778
Mliami FL

I-Il-r_ .

Little Rock-Marth Little R
AR

Feoria-Pekin 1L
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15t Time Buyer Incomes Lagging More

NATIONAL ASSOCIATION OF REALTORS”
First-Time Homebuyer Affordability

Effectire  Effective Irine
Starter 10% Do Loan Iritere ot It Rate Dlomd by Frat Tire Chalifyirg Firat- Time Coptiposite
Wear Quarter  Howre Price Domert Simonmt Eate Iha: DR Paparerd Do diar Irc core Trwcorre Burprer Trde Idex
2003 153 200 15320 137 gan 574 509 L] 34 242 39 548 o6 .4 1207
2004 165 200 16 590 149310 573 593 893 25140 43 864 g82.0 1229
2005 186 200 13 620 1a7 580 591 616 1paz 37189 49 056 5.8 114 6
2005 I 186 500 18 fis0 167 250 583 60s 1015 236 996 48,720 759 1148
Io 19% 500 19 250 174150 583 608 1053 37 3al 50544 T4.0 111.8
TV 191 500 19 150 173350 62l 644 1pas 3T 63 53,080 Ta.5 109 5
20006 It 185 200 18 520 lad [an 639 6 64 1069 38112 51,312 T4 3 1122
Ilp 19% 400 19 240 174 pan (K [ 1144 33438 54 913 70.1 105.8

E006 MHatiotal Seeocistion of FEAL TORSE

=

PITI median house

on prime 1st time buyer inc
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Buyers Face Risky Mortgage Choices

15" time buyers facing expanaing et
Oney aewn
dl' Morgades
» ARMS & nypriafARMS
» EXOtIC MOrgagesi(interest- onl/ optien ARNMS, etc.)
S May/ NOL FECOYNIZEITNE fISKS. ..
N & eown market




Financing the Mortgage

According te 2005 NAR survey, wnat
entage’ o1 the TirSt-time; uyers eugnt with
NONEY doWnRZ

1) 72%
2) 56%

3) 429, <mm—

4) 27%

y ; ' I
 price
i :I'-
*This Survey covered people who bought h from August 2004 — July 2005.
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Impact of ARMs

Change in the Monthly Payment at End of Year One

=2U% G -10% =100 10 %

Change in Monthly Payment

Source: Federal Reserve Board, Freddie Mac Weekly Mortgage Survey;
Fannie Mae calculations
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Delinnguencies & Foreclosures

= I

o . . Same Quarter 2% Change 2% Change
1 e gfl‘;ri';lrs Previous From Previous From
s Year Quarter Last Year

Total Past Due [25)

All Loans . 4.70 4.51

Subprime Loans 11.63 10,52

00 Days Past Due (93]

All Loans . 1.02 0.87

Subprime Loans : 2.94 2.51

Foreclosures Started (95)

All Loans 0.41 0.42 0.42

Subprime Loans 1.52 1.47 1.54

Goutce; Mational Delinquency Survey, Mortgage Banlers Association




NY Delinquency Trends

o Buffalo
o Syracuse
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Default Risk Highest at High LTV

"DELINOUENCY AND FORECLOSURE BY LTV
N

2050 51-70 F1-7h F&80 8150 S91-05 Qg 105

Loan Performance 3/06




More Foreclosures?

* Delinquency/iereciosure rates:

mortgagesiareraelinguent (Cemptrelier or

— 1in every 1122 NEUSENOIAS entereatioreciosure in Q3
ARIIS projected o reSet” at nigner rates:

— 2006: $4005

— 2007: $1 Trillion

(‘\'ﬂ
N

(=)

iSargalniNeiwort
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Summary — Market Changes

OME IMmpalance
SIOWINGS IeCalfeTIECISIIVATY
g On [eVel o1 run~u,o
LEénaing Nas/neen vér/ rlggr VE




MpPIICALIONS 10/,
- TIme Buyer Programs

"
=
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Market Effects on Our FTB Programs

INg gap & SUnSIay reguirements
" PO0I O el]g]ble & qual]ﬂed DUyErs

15 mortgage: choices for 2= time
pUyers

Increasing Sk i fereCIoSUre- Wiien nuying in
. the top Oifa market
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Program Adjustments for this Market

morrge JES; ibordination
D sidy

Ple- & POSI=PLUICHASE COUNSEIND

0 r




15t Mortgage Standards

_L

or eIAmﬁjlemdnnJ
Suboradinatien terms

Lmuyeﬁ)Jernlgverwhﬁrmeal

INa | nortgages




Actions to Consider

Actions:

Stanaaras; 25 —

aSe Stanaarastion BUYer e

) RETUSe torsu

ncluading snert-termiARNIS

ITy/talK TONNKENSH(INLEr-C

Ine resuiord

2690

CASH & POST-CIOSING

DOraINate to exotic morigage proaucts,

'eaitor agreements)

Nation policieS




The Increasing Gap

OME: geap: GEEPEN Sur




Restructuring the Subsidy

» Actions:

0N Sale or INvoluntany transier

Jed sunsiay iean term & repayment:
Resunoraination pelicy imiting equity takeouts
EXxamine/imic THETY.

IFEMENIS| &2 SaVings programs
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Smaller Pool of Eligible Buyers

HIgner prices & lisIng| INterest rates may
Narrow “INCOMe aljeraality nane

. Smalle

000! oI target buyers
. SOME I tNEPIPEINE May NoIGNYEITE Eligibie

o




Rebuilding the Pipeline

» ACtiONS:
IN€ INCOME: [@NYE/POO! O apPIICANTS 101 fallout
duct training/eutplacement en markevienaing

Conduct more aggressive outreach/counseling

/CO
mpose savings requirements (& /CC/PC )

€ dppraisal stanaarnds; TLTV:




Buying At The Top

'S m]ght he buying in at the top
TValUes don tincrease (or
e) OVEIF the next SEVEral Years?
» Ownerships BUIlding wealtn or taking nostage?

NCreased fSK GI 1BIECIOSUNe: & 0SS 0T punlic




"4

Reauction Iin
Delinguency.
Rale (%)

11/06
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Post-Purchase Support Actions

» AGLIONS

oohrm

» |[mplement mergage moniterng & eany intervention
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Why They Didn't Contact Lenders




Awareness of Options

Source: Telephone survey conducted in 2005 by Roper Public Affairs and Media for Freddie Mac
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Summary — Changes to Your Program

» Update the pIpeline s: counseling

Nt POSI=CIOSING/SUPPOr

-

 |mple




aDl\/lE COMpIiancelssues

that Alfect Unaemviting

" ! |-1_
g/
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HOME Issues Driving Underwriting

Eligible &
reasonable
costs
Regulatory
compliance
HOME
Assisted
units

Issues
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HOME Compliance Checklist

conditen of
0 T Enk

M E Ho mebuyer Projet

o mpliance Peden checklis Fegulzaon | Faquirsment e | 0

CHOG Preject
wzienimy | Edgibie a3 CHDO projst:

Project llamedddress:

Pagulaon | Pasuirement e | A gml:o"r:tf (=00 T azing Fre-desiopirent ken

1 L3 H Terwnk F arttipation Flan
ceniaral Papure mmies rental projedsi
az 2akimi Elgibie acthilty

iy Fed eral Faquine mencs
LR | Fidglous arganization refr
dseriminetin

LA Prohibis] sihtiescocs
azzme sk dlighde, revmaorebie,

LR T ) Hagd ek LHE E A Mt e eting
LT ) S TE R LR Fishormbion

LRELTT ) ok pokn LHEE Dat-Eaoon
LEELTT [ ] L 44 Lot pesink
Conikt of Inbaest

TH Conziudion Wi £ M. Ll
sIaEdl | Asclmedunkscoctaleothn
SINEb | Fermnefmednent
SEZENAL | Rl pert surky Wik
[EEHET Subeidy bering

LEE{ ] Froperty tandands
| | W2 2R KRG D | Acoessbity sandds
azzn Riabch sources et isd
Enviirn mental Peview
L1 Envronmenta s
BE] ‘Subjectto EF A
E2ilin Cateporioaly
subjectto f2 5
TR Cabegaricaly snchaded,
ok bdesthe £z 5

Hios rredis s P o sk, P ne o e

Az R4z | Friossmiue Ik

AT IEAANG) | Baper < st G L princpal
ekl

AIINANEE | A PRdabity peerkel
A2IRAMEEY | ResdeTecaphae
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The Performance Mandate

Tormance Results Act 1995 (GPRA
» OMB Perf. Assessiment Rating Tleel (PART)
» PART rating 1o HOME (passing)

» HUD Implemented SNAPSHO

ures; 10/4706
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HOME Performance Environment

S ClEalEn Lo/ produce; nousing| units

ress/OMB require results from)the Program

Ng IS aCCOMPIISHED 1T NG UNILS;are proauced

» PJS are rated enicompletea ¢ GCCUpIed Units
SNAPSHOI mMeasures outputs

O
o
(L

» [ocal recipientsineed to produce tnits tc

. :
successtul I perfermance-nased eny:




And There’s Repayment

« Repayment required it units donit complete
Min' aroraaniiity PENeai(92:505(19))
)JeCts not cempletea
» [-oreclosure o DILOE
» Un-remeaied nen-compliance

» Amount teroerepaia:
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Bottom Line




r

Impro. J Your Hom@bll VEIRUNOEVILING:

A RISKCASSESSITENLAPPIGECH

" i |-q_
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What is Underwriting?

J ISKS & IIKEINOOA Oi SUCCESS
KS?' Prolanliity’ of prejecied GUICOmes
aerwnting

» Protect punlic iunas; put to private: User--Invest,
monitor, recapture

o Analy.

est only Wnat ISTNECESS
nle, alloruanIe; & Via

| p




Public v. Conventional

Al [ISK IblIC IISK aSSessn

Nt INCIUGES: A0dS:

K » pUBIIC pUrpoSe
* DIOJECE riSK » [EQUIaLoy compliance
» DOrTOWer sk . alioraanllity
. portrolio risk - (gapranalysis
Ay Eermng analysis




Portfolio

Risk

» Dire

001y tIS Project to Portivio) of
already Tuneed 'oy e adency:
& ho

Slfication: Iecal markets & neUSING LyPes

» Politicall aistrinulion: acrossigeograpnyé. NEEOS
Ct COmpettion'amongliunaed projects

U,




Layering of Risk

Omateafunaenwnting IS better

CHIVILY,

| gy OF rISKIACLOrS

 [Layering: Interaction or small HSKIactors
 |Viany small prepieEMS GECEPTLVE; appearinsigniticant

m
@®

OVEIWNEIM! 0TOWEN
Varket & DOITOWETTISKS as Imporiantas
project risks; cons nteractionieiisks




Underwriting Tools

F / Proje(i'lh#nderv\/r][]ng Checkiist a;}




Market Risk Questions

k

r (¥ ak s

el CONUIGNASISUPPONtIVE?

Sutticient demand?

\

Sithe project competitive (Supply)?

\

Ulrlmarel/ WINFtNE Market SUPPeIttne project?




Market Analysis

Market Condiuens
cond]t]ons, job grewth;, SUppIY, PrCes; vacancie
larget pecl/demograpnic analysis
 |aentifieal BUYErSHVE UNKNeWN BUYErS

» S|ze 0] target CUStomer pool: markeuarea, INnCome &
demographic SEgmentation

Ng NOUSENGIASIV. growtn

DIty 1o the ed DUyer: Mmorngagesic: DP




Market Analysis, cont.

- COmpeuuve analysis
NAriSon Witn otner nemenuyer Uunits
"'namc]ng d0Vantage or the assISted project
» [he rental alternative to ownership

nture ratio

ptionirate




Market Study Data

(%2
\1>
AR
\>
=
C
vy
H

<

‘ ‘ Primary

Walting list | .
S5 5 [ Census analysis

2manc SUrVeys 10CUsS )
& [Orojections

Jroups

SUINVEY Or GENeral market

Supply comparanle rends,

1er'£]es Conditions
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Issues for Affordable Projects

DEmand analysSIS: e Narrow: pool .
er Income range: usually 60% o5 70%; - 80%
Neans 10CUS ON renters; prmary data mportant

» High Ievel o1 arepouts; reasenanie; Capture rate?

- ATfordanility: 25 mortgage: Stanaarasié: aownpayment
- Supply analysis:
- * Size of discount to market
| I'Of market
0 Compare
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There May Be Two Borrowers

YOU, the aeveloper

PJ willianalyze netn
HEre the 1ocus Wil ne on'wiat yeu must
dnalyze —NeLYErS




The End Borrowers

HOMmen

 Cant

~

YErs are tne Uitimate Derrewers

derwrite at'preject applicationistage:

— |i'individual DOMMEWENS are notknewn

. Subsidy loans prebably not be amortized
— Don't need te; Unaenwiite 1or repayment

", StlFNEEU 10 00 analysIss

OI'0

— Ensure optimal’>"n

_ a0e
— Understana 1ono

TToraanllity & aeralr sk




Four C's of Borrower Risk




Credit: The Primary Issue!

— Alle rIII NComeranarracial greups BUil
) l\/linor]'[yllmmlgram DOITOWENS MEIEIKEY than
WNItE DOrMEWETS 10'EXPENIENCE! CIETIT Pronlems
H QroWIn I tne NEXt 0ecade
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Capacity

« Can the homebuyer repay. the debt?
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Cash (Capital)
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Credit History
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Collateral

) \/alue v,

» LTV

COSL
ook at appraisal ({1

RISk Increaseatt . > 100%
T “Development Sunsidy™

0SS Of PUBICTUNAS & INtenaed USe

ad(ec nsurar

Kely 10/ protect

o)

J

Jp

' mortgage kel required)

SIAVAIENS




Credit Scores
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Project Risk
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Understanding Admin Challenge
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Completion Risk

/ Approvals requ]red
» EXtent o1flocal opposition/support

N construction costs
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Feasibility Risk
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Sustainability Risk

'S Can| sustain ownership over
CE period/ioan i term?
lity 10 manageimorige lgé/rmrlrmrll OpIIgations
» ETTICIENCY toIOPENale: energy. emiciency
» Aty 1o maintaint guality/userul liieroistructure,
Systems, & 1iISNEs

et VianNity: anility torsell’ e reCoVEriunas




Project Risk Analysis
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The Development Budget
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Homebuyer Dev. Budgets

Buyer Funas: DP 15t Vort

MIRUS: SalesiCoStS

MInus: Constrloan payor:
NEL Proceeas:

DEVEIOPENIEE

PURIICHOaN Pay/oII]

Profit/Cess




f/wka& gom»wﬁ'im% %oufz

Sample Project — Financing Phases

$1,200,000 .
Y O HOME Buyer Subsidy !
B Buyer Downpayment
$1,000,000 B Buyer 1st Mortgage "

@ HOME rehabilitation

O Conv Acquisition

O HOME Acquisition
$800,000 m HOME Pre-Dev Loan

@ Developer Capital Advances

$600,000

$400,000

$200,000

$0 -

Pre-Dev Acquisition Rehabilitation Sale
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Phased Development Budgets
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Paid out of Sales Proceeds?
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Working with Lenders

Development leans: terms o advances
mng 0T pURIIC; S auE to repayment

NIorcement e compliance terms

-0reclosure;/aeea Iniieu or:
Restrictions extinguisned; but fundsirepayable
otiCe o1 GETaLlt

ghts to ]rW}z]gnee; forearance




Checking Mortgage Terms
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Resubordination Policy
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DHCR/HTFC Resubordination Policy
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DHCR Note & Mortgage
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Questions to Take Away
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