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It all comes down to
supply/demand
and
pop/employ growth.
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Case Study:
Arizona, the

recession
“poster child.”

A strong rate of
growth does not
mean we have
recovered.
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Job Growth 2008

Source: US BLS
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Job Growth Update: Arizona Ranked 35th

- 2010 v 2009
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Real estate problems

will continue...
(principles hold for all areas)
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Job Growth 2009

Source: US BLS
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Job Growth Update: Arizona Ranked 8th
December 2010 v December 2009
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Properties in the Foreclosure Process
Maricopa County 2002 — 2011
Source: The Information Market
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Elliott D_Pollack & Company Data through January 2011.




Investors: 40% of the Market
Percent of Non-Owner Occupied Sales of Total Sales

Maricopa County
Source: DataQuick
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Home Prices Indices
2000 — 2010 (October)

Source: Macro Markets, LLC; AMLS

Recession Periods
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But it's also about
supply...
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How Investors Impact the
Market:

e Temporarily increase housing
demand.

* This puts upward pressure on
prices.
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Negative Equity in Homes
Affects Ability to Sell or Buy

Source: First American Core Logic

51% of homes in
Arizona have negative
equity.

(national average 23%).
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U.S. Single-Family Starts
1978-2010Y

(Millions) Source: Census Bureau Recession Periods
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Greater Phoenix Population
Annual Percent Change 1976-2011*

Source: Arizona State University & Department of Commerce, Research Administration

2008 = 1%
2009 = 0%

2009 is an estimate put out by ADOC and may be subject to substantial revision.

*2010 & 2011 forecast is from Elliott D. Pollack & Co. [ Recession Periods
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Single Family Permits Forecast (GP)
2011 — 2015
EDP % Chg UofA % Chg
Current from Current from
Forecast | Previous | Forecast Previous
2011 6,000 -40.0% 12,080 -28.5%
2012 8,000 -33.3% 19,433 -30.2%
2013 12,000 -11.1% 26,676 -26.2%
2014 20,000 0.0% 33,750 15.5%
2015 26,500 0.0% 41,868 -2.5%
it . Pollack & Compet Source: Ellot D. Pollack & Company
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Pinal County Population
Annual Percent Change 1976-2009

Source: Arizona State University & Department of Commerce, Research Administration
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Single-Family Permits vs. Population Demand
Greater Phoenix 1975-2015

# Permits Source: PMHS / RL Brown {1 Recession Periods
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*2011 - 2015 forecast s from Elliott D. Pollack & Co.
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CAAG Regions
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Pinal County Employment*
Annual Percent Change 1975-2010

Source: Department of Commerce, Research Administration
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*Non-agricultural wage & salary employment. Changed from SIC to NAICS reporting in 1990.

Recession Periods
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Pinal County Employment*

Source: Arizona Department of Commerce, Research Administration

Sectors in Decline Sectors Improving

Information -33.3% Construction & Mining 4.4%
Financial Activities -3.7% Education & Health Services 0.6%
Other Services -14.3% Prof. & Bus. Services 7.9%
Government -4.5%

Trade, Transp. & Utilities -1.7%

Manufacturing -0.8%

Leisure and Hospitality -4.7%

Elliott D. Pollack & Company *December 2010/December 2009
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Pinal County Housing Units Authorized
1990-2010*

# Permits Source: ASU Realty Studies {1 Recession Periods
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Pinal County Foreclosures
August 2010-January 2010

Source: RealtyTrac
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Gila County Population
Annual Percent Change 1976-2009

Source: Arizona State University & Department of Commerce, Research Administration
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Gila County Employment*
Annual Percent Change 1975-2010

Source: Department of Commerce, Research Administration

*Non-agricultural wage & salary employment. Changed from SIC to NAICS reporting in 1990.

Recession Periods
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Gila County Housing Units Authorized
1990-2010*

# Permits Source: ASU Realty Studies 1 Recession Periods
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*Data through 3Q 2010
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Gila County Foreclosures
August 2010-January 2010

Source: RealtyTrac
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U.S. Problem Commercial Real Estate Loans Rise
Delinquency Rates at Commercial Banks
1991 - 2010*
Source: Federal Reserve ecession Periods
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U.S. Commercial® Mortgage Maturities
1980-2020* & )
Source: Foresight Analytics Recession Periods
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1/ Includes mainly office, retail, industrial and hotels
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Commercial
Summary:

For 2011 flat is the new up;
up is wishful thinking.
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Elliott D. Pollack & Company Note: Forecast s from Foresight Analytics
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Greater Phoenix Forecast

2011 - 2012
Indicator 2009 | 2010(e) | 2011(f)| 2012(f)
Population 0.9% 1.0%| 2.0% 2.3%
?
Employment -7.9%| -1.0% 2.0% 3.5%
Retail Sales -10.6% 0.0%| 5.0% 8.0%

Personal Income -3.5% 2.5% 4.0% 5.0%

Building Permits 36.2% | -15.0% | -12.0% | 33.0%
(Single Family)

Source: Eliott D. Pollack & Company
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AZ Summary:

Lagging the US in terms of
full recovery; but leading the
US in terms of rates of

growth.
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CAAG Summary:

Don’t expect noticeable
growth until much later in
the decade.

CAAG Summary:

You should consider
adjusting your forecast
downward.
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For additional economic updates
including speeches and publications
please follow us on Twitter.

We will walk you through the simple registration
process on our website:
Www.arizonaeconomy.com

ELLIOTT D. POLLACK
& Company

e

« Economic and Fiscal Impact Analysis/Modeling

* Real Estate Market and Feasibility Studies

« Litigation Support

* Revenue Forecasting

« Keynote Speaking

« Public Finance and Policy Development

» Land Use Economics ,H ) |

« Economic Development

7505 East Sixth Avenue, Suite 100 Scottsdale, Arizona 85251
480-423-9200 P / 480-423-5942 F / www.arizonaeconomy.com / info@edpco.com
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