Gains for Homeownership

NAHB Meeting of the Members
January 10th, 2018

_—

Robert Dietz, Ph.D. NAHB

NAHB Chle_f ECOI’IomISt National Association

of Home Builders



Homeownership Rate
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Homeownership by Age
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Household Formation

Demand for home ownership strengthening
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Geography of Homeownership

Homeownership Rates in the U.S. by County
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( Determinants of Homeownership

_
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e Age

e Marriage
e Local home costs
e Local incomes



( Determinants of Homeownership

e Adds 3 percentage points to rate

e Added 5.1 percentage points to rate

e Adds 0.6 percentage points to rate
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( Policy Implications
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e Lower regulatory costs (up 29% over last 5 years) o
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( Tax Reform — Policy Changes and Impacts

* Economic impacts

 GDP

e Marked up 2018 forecast to 2.6%

e Dynamic scoring model suggests 0.8% more GDP after 10 years
e Business investment

* 1.1% higher after ten years
e Labor supply and employment

e 0.6% higher

* 9 million more workers in labor force

 Reduced home price growth to a positive 2.9% growth rate in 2018
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( Building Materials — Softwood Lumber

Since January 2017, softwood lumber increased 14.6%
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Labor

Unfilled construction jobs rising
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Lending — AD&C Access

Loans growing but at a slower rate

$200,000 nlions 20%
$180.000 - @1-4 unit Residential Construction Loans L 18%
mYear-over-Year Growth Rates

$160,000 16%

$140,000 14%

$120,000 12%

$100,000 10%
$80,000 8%
$60,000 6%
$40,000 4%
$20,000 2%
$- 0%

07 08 09 10 11 12 13 14 15 16 17

Source: Federal Deposit Insurance Corporation. NAHB@

National Association
of Home Builders



Forecasts

National Association
of Home Builders



GDP Growth

Stronger growth expected post-tax reform

Q/Q Percent Change, SAAR
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(

Labor Force Participation Rate

Stabilized labor force participation key to future growth
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30-Year Fixed Rate and 10-Year Treasury
Rates will rise due to Fed policy and tight labor markets
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( Housing Affordability
Affordability declining
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( NAHB/Wells Fargo Housing Market Index

Nearly two-decade high for builder confidence

Index Thousands, SAAR
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Single-Family Starts

Growth ahead
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Multifamily Housing Starts
Leveling off
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Residential Remodeling

Strong market conditions
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( Regulatory Costs Rising — Up 29% Over 2011-2016

Total effect of building codes, land use, environmental and other rules

Regulatory Costs as a Share of Home Price
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24.3%
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* For quartiles, construction and development costs do not sum to the total. N/A'H\B

Source: NAHBMells Fargo HMI survey, assumptions described in the Appendix. National Association
of Home Builders




Thank you

Questions?
rdietz@nahb.org
@dietz_econ
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