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State of the housing market and
wider economy

Al Wolf

Chief Economist
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Builder

Tracking the entire

building lifecycle

Access the housing industry’s most
comprehensive research platforms

* 500+ housing and economic metrics

* Satellite imagery, sales office visits, in-
house research department, surveys, and

driving communities

Curated and insightful market analysis

—
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Today’s Agenda

Economic backdrop

State of the market
Homebuyers

Housing affordability
Forecasts and final thoughts

(Plus 5 things I’'m watching closely in SL.C)
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Economic backdrop




7 Zonda The recession that wasn’t in ‘23

Economic and housing indicators

Data Point Start of 2023 End of 2023 Note Change
S&P 500 3,824 4 754 Just below the record high setin 2022 24%
Unemployment rate 3.4% 3.7% Longest stretch under 4%since 1960s 9%
Total labor force 165.8M 1B67.5M 2% above pre-pandemic 1%
Labor force participation rate (all ages) 62.4% 62.5% Prime (25-54) highest since late-2000s at 83% 0%

Wage growth (YOY %change) 4.4% 4. 1% Real wages are positive! -7%
Subtracting out "shelter” getsus to a healthy

Inflation (PCEYOY %change) 6.3% 3.1% ) : -51%
inflation level

Mortgage rates 6.3% 6.6% Down from recent high of 8% 5%

Existing home prices $ 361200 $ 387600 Iiclping narrow the spread between newand o,
exisitng

New home prices $ 432100 $ 434,700 Flat +incentives 1%

o - . Forn il
SOUrce. rreaq,; Zonda



7. Zonda
So are we 1n the clear? k

Still watching the long and variable lags of the
Fed’s 11 increases

Recession? Not So Fast, Say Some X
7

By Kelly Evans and Justin Lahart
May 14, 2008 12:01 am ET

e m YA 6\9 Gift unlocked article

A funny thing happened to the economy on its way to recession: It's taken a

detour.

That, at least, is the view of a growing number of economists -- including some

who not long ago were saying a recession was all but inevitable. They note that

NS T ey
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SLC: solid economic backdrop

EmpbymentData 2022

Top M arkets forTotal Top M arkets for Share

Salt Lake Cltg EI’T'IF)'IDHment Rank EmpbymentGmwth2010-% Gmwth ofHigh hcome Jobs &
2022 2022
750,000

1 Dustn 8% San Jos= 25%
2 Mashvik 46% San FancEco 33%
700.000 3 R werstle/San Bemarlino 44% W ashington, DC 31%
4 Dalas 40% Dustm 31%
450,000 5 Rakgh 40% Zthnta 31%
(7 O rhndo 27% Denver 20%
600,000 7 2 harbte 26% Boston 20%
.B Phoenm 6% {Tampa 30%
550.000 9 SakIakeC iy 34% 'Rakigh 30%
10 San Jos= 33% Dallas 259%

jl : -
500,000 = ;ackmnvﬂb 22: C harbte= ] 29%
2013 2014+ 205 2016 2017 2018 2019 2020 2021 2022 2023 amp= ,Sm:ﬁjﬁL‘T =
Source: BLS: Zonda 13 Denver 32% |saklakeC &y 28%
14 LasVegas 2% New York 28%
15 Ztlnta 31% Phoeni 28%

Employment above pre-pandemic peak: 6%
High-income above pre-pandemic peak: 10%

UE Rate: 2.6% SLC | 3.7% national Interconnectivity between the economy and housing market
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State of the market
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2%-8% 1n three
years

FRED o0 — 30-Year Fixed Rate Mortgage Average in the United States
: 8

“Higher for longer”

—_——

/-"’/ﬂ

6
v The
[T} "
5 economy is
y no longer
Record low! Lock-1n effect as a result overheating

2020-05 2020-09 2021- 2021-05 2021-09 2022-01 2022-05 202209 2023 2023-05 2023-09 2024-
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Resale sales are at the lowest level since 1995

Salt Lake City (NSA, Observed)
Total Existing Home Sales (SAAR)

-31% from 2019 -43% from 2019
7,000,000 5,000
4,500
4,500,000 4,000
3,500
6,000,000 3,000
2,500
5,500,000 2,000
5,000,000 1,500
1,000
L4 500,000 500
4,000,000 N 0 N0 0 N g, » D
(i‘q’ Q’dh %j‘ G‘g 6"@&@‘159 mdj\d':pdf}ﬂdtpdﬂd;’b@%@&ﬁip&@ g
3,500,000 S & ‘L%mq?q?qrwmwwq?mq?’bq?
2019 2020 2021 2022 2023

Source: Moody's Analytics: Zonada

Sovrce: NdR: Zonda
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Active Listings

P T 2 E 2T s— 2020 e 2021 2022 s—— 2023
1,500,000
1,300,000 — — \
100,000 m——
700,000 ?
e
500.000 -h-""‘"--__ _—-‘-‘-‘-_"'-._‘_._
0
300,000 -31% fmm 2019
) N - Y - . #v ‘zz‘
¥ « c:,& C# 6"6 qf

Source: Realtor; fondo

A key indicator to watch

4,000
3,500
3,000
2,500
2,000
1,500

1,000

500

Salt Lake City Active Listings

—2017 ——2018 2019 =—2020 —2021 2022 e 2023

A

e——

+13% from 2019

A

LSS

Important question: WHO are the sellers?
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New Home Sales (SAAR)

Outperformance in new home
S ales VS eXiStiIl g 1,000,000 National new home sales finished *23 11% over ‘22

050,000 SLC total new sales and pace up YOY

900,000

5 c . 850,000
We anticipate the tale of two housing markets to carry

. 800,000
onin ‘24

750,000
700,000
650,000
Big difference? Inventory and incentives! 600,000
550,000
500,000
450,000

400,000

©,0,0,% AN D.2D.9 .9 .0 40 A0 a0 A AN A AL D oD b
URURCPURIRMIRE PR AT A AT A At AL
o ’\Q’\f\ "’-':':\“‘{::\{\ @Nﬂﬁt«\“‘ fz-}:\”-.{,:'\{\'b\\ﬁi'\\-\’b{\ ﬁ'{::\\:\ -’Q':\ﬁ‘?\*\f\ @Nﬂ\:\*\{\

Source: Zonda
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The value
proposition of a new

home has improved -
Salt Lake Detached New vs Existing

$850,000
$§750,000
$650,000
$550,000
$450,000
$350,000
$250,000

$150,000
2016 2017 2018 2019 2020 2021 2022 2023

New ==Resale

2023 spread: 9% Average
spread: 24%

Source: Public Record Data; Zonda
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The Zonda Market Ranking (ZMR)

Seasonally adjust sales rate and total sales looking at a baseline by market (including some pre- and post-pandemic dates).

Using the baseline, we can assign a ranking
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Bullding the future

Sacramenta .
San Jose
Las Vagas
@
Riverside/San
e @
® @ Fhoanin qmﬂn
San Diego .Tm
Auin
§ e
e ¢
San Antorio

Market Rankingz- December 2022

Significantly Owerperforming
Slightly Overparfarming
Ao

. Slightly Underperforming

Slgnificantly Underperfarming

Mew York
)
T

® ke Philadelphia

:‘I?h
* Washington, DL
| Richmond
Durham

e

* Raleigh

Colurmbis

® 1yrtie Beach
Charleston

4 _Jar.kmmilln

Orlare

Post S

Lucie

7 Zonda.
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of housing .



7 Zonda.

Average nationally for

December with 37% of top metros
overperforming

W A
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.umumd
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@
Market Rankings History
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Incentives help combat the fears of
buying today

Percent of QM| Projects with Some Kind of Incentive (As Percent of List If you are offering mortgage rate buydowns, what rate are you

Price)
16{' '} 1 A .i)
90% IR e g s ow s — willing to pay for and able to get for FIXED RATES mortgages?
A 5.3% [2.4% | s Please select all that apply.
9%
70% 2H% L% L% 28% pan g 30%
3.6%
&% 1.3% DER
50%
20%
40% -
30% 15%
<0 10%
10%
5%
) & D@@ FEEPEL S S S \oﬁ' &£ F 8 v mm [ | —
" .
o i‘° "5” q.‘:' & %.55‘ r}\ c?é W ¢m6 cﬁo & o LowWks Mid4%s High4%s Low5%s Mid5%s High5%s Llowé%s Midé%s Highé%s Low7%s Weare
. "5_10 \S‘p \\v @‘Q '\ f‘@ only dalng
4‘;?} & iu? varoble
& “F?

rate
buydowns



% Zonda Early read on 2024: better
than expected

" How is January shaping up so far for your local We are T_“:;li“g thl? ﬂzz’f of the Yf-laf
i " A " oe tle earlier ths:
operation in comparison to your expectations? St et s

70%
60% 65% Good tl'i.lﬂli:_, »:c:xc.ellept
conversion with buying
50% 66% SL.C customers
0%
Great January
30%
20% _ The market appears to be ready to
20% buy again
% 17% SLC 13%
= ———
0%
Demand is stronger than Demand is on track with Demand is slower than Demand is slower than
expected what was expected expected but not expected and causing

Source: Zonda worrisome concern
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Mid-January
highlights

Demand is improving but not urgent. Builders mention
stability 1n rates as key

Consumers are searching for deals.

* Optimistic on rates but still nervous on price and looking for
discounts

* Appreciate the lower interest rates and are shopping for lowest rate

* Mortgage rates are lower along with builder incentives have given
buyers some motivation to purchase

“Cautious” commonly used by builders. Concerns about
sustainability of demand at today’s price levels
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Homebuyers

= .
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Life happens!
1.Relocating 6. Fear of missing out
2. Having children 7. Divorce
3. Retirement/downsizing 8. Opportunistic investors
4. Sick of paying rent 9. Other

5. Marriage 10. Death




4 Zonda A tlip 1n the top buyers

Percent of home buyers by generation

\

m2021 ~ 2022 m2023
45%
40%

35%

30%

25%

20% 24%

15% |

10%

5%

SO % -

Gen Z Millennials Gen X Baby boomers Silent
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20d Jargest living generation, 1
for wealth

Price Appreciation Since Pre- Pandemlc
80%

Equities and equity «istng

T0%

s0% x
Average Net Worth e T o
e 5= T 4 75 or alder

$1,400 hsis

$1,200 30%
%E:m 000 e
g 5800 _ 10%
(47}
G uea
8 $600 f & & & & @" a?” ‘@5’
; q\f = -p°' o o*"bbg ﬁ o4 eﬂ" \;
2 S400 W

£200

J— —— e

Source: 2
&
1989 1992 1995 1998 2001 2004 2007 2010 2013 2016 2019
Source: Federal Reserve Survey of Consumer Finances; Zonda \
S r 1 \
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UT still on the radar but overall migration 1s slowing

ank

2021
State
ldahe
Utah
Maontanao
Arizong
Delaware
South Carolina
Texas
Flarida
MNevada
Morth Carolina

Total population growth

2022
Growth State
3.6% Flaridea
2.1% ldaho
2.0% South Caroling
1.4% Texas
1.5% South Dakota
1.5% Montana
1.4% Delawars
1.4% Arizona
1.4% Utah
1.2% Tennesses

2023
Growth State
1.9% South Caraling
1.8% Florida
1.7% Texos
1.6% ldahe
1.5% Narth Caraling
1.5% Delaware
1.5% District of Columbia
1.3% Tennesses
1.3%  |Utah
1.2% Georgia

1.7%
1.6%
1.6%
1.3%
1.3%
1.2%
1.2%
1.1%
1.1%
1.1%

Share of Homebuyers Relocating Starts to Abate

Percent of Redfin.com users searching for a home outside their home metro
Aug. 2023: 26%

Nov.
2023:
23.9%

Nov.
2017: Nov. 2019:
15.2% 18.3%
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The homeownership rate is 60%+ for

those 35-40!

Why did you decide to buy?

Building my own equity instead of building
someone else's

Change In life stage (marriage, kids, new jab,
etec.)

Stability/settling down

Appreciation (rising home value)

Wanted the ability to make somewhere "mine”
| needed more space

Low interest rates

It was cheaper for me to own than rent

Sick of pauing rent

Fixed monthly payment

Tax reasons

35%

0%
0% e Lk

N

What is the square footage of your

current primary residence?

<1,000

1,000-1,499

1,500-1,999

m 2019 m 2022

62% live in a home under 2K

SF. down from 70%

2,000-2,49% 2,500-2,999

3,000 +

=

M-
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The 1ntersection of the two
largest generations

W e

What was the source of your down

A Merrill Lynch Wealth Management poll that asked about 50%
distribution of wealth to heirs found that 65% of those 55+ plan 70%
to give away some of their money while they are still living, 27% 0%
plan to give it away after passing away, and 8% plan to give it all
away while alive 50%
{LICI'%
Between now and 2045, multigenerational wealth transfer in the  \30%
U.S. will total $84.4 trillion, with $72.6 trillion in assets going to
heirs and $11.9 trillion donated to charities, according to 5_20%
projections in a new report from Cerulli Associates 10%
0%

N

payment?

17%
5%

| didn’t put o
down payment

Proceeds from
stock
investments

[ ¢

Sale of an
existing home

Help from a
relative

Cash savings




Housing affordability
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Affordability depends on perspective though

Payment to Household Income Ratio
== Phoenix === Austin Dallas ss===Denver

Salt Lake City Riverside/San Bernardino

50%
45%
40%
35%
30%
25%
20%
15%

10%

5%

Source: National Association of Realtors; US Census Bureau; Moody's Analytics; Zonda
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Salt Lake City Share of Contract Volume by Price

70%

60%

50%

40%

30%

20%

10%

0%

2018 2019 2020 2021

Buckets 2020 Current

Under $200K 2% 1% :
ek . . $500-$750K 1s the new
$300K-$400K 30% 21%

$400K-$500K 35% 16% $400-$500K

$500K-$750K 23% 55%

$750K+ 6% 7%

e Unncler $200K 00K- R
Bucket Under $200K $200K-$300K $300K-$400K
—— $400K-$500K $500K-$750K $750K+

TN A A

2022 2023
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SLC’s median age 1s
34.0

Phoenix: 38.5
Denver: 37.3
Las Vegas: 38.3
Austin: 35.9

Salt Lake City Population Distribution

120,000
100,000
80,000
60,000
40,000

20,000

-

b‘b o -«.‘-‘:‘gl 0 u c:- o o & oﬁu ¢ uﬂ“ 2 n#
% O 0@ @ n. A W b
o SRR M- S oP 63"*‘ PO &
"N
\fo
o

@




7> Zonda

Salt Lake City Rent vs Own

. ®E Rent mOwn
$3,500
$3,000
s2,
The math favors >
d . $2,000
renting today G eon

- $1,000
n S :

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

o

. Source: Public Record Data; RealPage; Zonda “includes 20% down mortgage, and property tax estimate

&
=
L
L
L
&
&
-
-
L
&
L
L
&
L]



7 Zonda

What is your main reason for renting?

NO Surpri S e ’ for I'm waiting for home prices to come down
those renting 1t’s T sy
all ab OUt | haven’t found the right home to purchase

| like renting and the flexibility that goes along with it

affordability HP—

| don’t know what city | want to settle down in

53%

33%

28%

ra
ra
#

21%

20%

o
o
&

I'm waiting to get married/settle down 16%

Student debt

@
I

It feels like o risky investment 10%

| haven't really thought about homeownership

El
@

3
§
g
3
¥
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Future buyers face the same obstacles as generations before

Of those surveyed, 69.1% are currently saving some amount of money.
And within that group, 56.4% are putting money away for their first
home (Rocket Mortgage).

Of the 86.2% of Gen Zers who want to purchase a home, nearly 45% are
looking to purchase their first home in the next 5 years (Realtor.com).

Gen Z's Top 5 Anticipated
Obstacles For Home Buying

4
21.9% 20.8%

18.4%
16.1%

I 10.5%

B Having enough savings for a down payment
B Not knowing where to begin

M Finding a home in their price range
W Having good enough credit
B Having too much student loan debt

Source: Rocket Homes® Research

/| N \
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Gen Zers
represented 9%

of home buyers
mn 2022

We are no longer waiting for them to be homebuyers

Home purchase applications

50%

40%

2015 2016 2017 2018

m GenerationZ mMillennial m Generation X

Source: CorelLogic Fraud Consortium Loan Application

52% 52% 54%
47%
44%
42%
38%
35%

30%
10%

v

v

0% I . [ | [ [ B = m B - l -

2019 2020 2021 2022

Baby Boomer  m Silent Generation

© 2022 Corelogic,Inc., All rights reserved.

SLC 1s the #1
Gen Z market
based on
population
distribution
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Consumers are willing to compromise tox
a certain extent /

In response to higher mortgage rates and home prices, are you
finding buyers are (Select all that apply)

70%
60%
STAY PUT!
50%
40%
30%
20%
-
0% [ Sk | T
Stretching Looking at Looking at Expanding Needing to Considering Putting less None of the Other
their smaller different their search paydown  attached money down  above
budgets homes  loan options  radius  other debtto product
other than qualify
30-year
fixed rate
Source: Zonda mortgages

:
/
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Forecasts and final thoughts




% Zonda More building could help with
affordability and mobility

. What is your plan regarding housing starts in 20242
© 50%
f. L5%
. 40%
- 35%
- 30%
- 25%

20%

15%
. 10%

0% I

- Down 30%+ Down 21-30% Down 11-20% Downi%to  Roughlythe Up1%toB% Up 6% to10% Up more than
compared to  compared to  compared to 10% compared same as 2023 compared to  compared to 10% compared
2023 2023 2023 to 2023 2023 2023 to 2023

Source: Zonda

Assuming demand holds up...
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Rates will likely be tricky for a while

Future rate cuts. Mortgage rates are
historically already down ~20% from
peak at the start of the cuts (with a ~6
month lead time) and then hold
relatively flat for the next year

Normalizing of spread. If the spread
were to normalize back to the
historical average, we would be
looking at mortgage rates in the
Ss/low 6s

30-Year Fixed Mortgage Rate Forecasts
Fannie Mae, Mortgage Bankers Association, Wells Fargo

8%
1.5%
7%

6.5%

5.5%

5%
\1'5 D «f: «f} q,ﬁ qﬁc 1.-'1}"1 q.bl u'f:-
Q & @ & o & & o

Sources: Fannie Mae, MBA, Wells Fargo « Shaded areas represent actuals.

NAHB: 6.4% | Zonda 6.3%

"5
0?1'

6.1%
5.75%
5.5%
015‘16 GP‘"L%
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Forecast
considerations

Are we too low?

* Market share. New home
communities continues to
gain market share

* No recession. Recession is
avoided, preventing any
vicious cycle.

» Jobs. Labor market holds up

* Rates. Interest rates come
down faster than expected

* Lots. Increased lot supply
continues to support more
building

* Timing. Housing slows
quicker than the rest of the
economy and comes back
quicker

We expect total starts to be down 7% YOY

950SF (+2%) | 350MF (-26%) | Range in the market: 880K-1.1M for SF

Are we too high?

L ]

Rates. Rates hold at these elevated levels

Recession. U.S. falls into a major recession, including widespread job losses. Long and
variable lag!

Supply. Resale supply ticks up (job losses, investors, flippers)
Inflation. Inflation doesn’t slow further

Margin compression. Builders can’t continue to buydown rates or offer the same kind
of incentives

Affordability. Affordability challenges persist and sales soften more

Credit conditions. Credit market conditions tighten notablv




% Zonda * Housing as a long-term investment
* Paying to yourself
Why * Saving path for retirement
homeowner Ship? * Generational transfer of wealth
* Certainty on rates and monthly housing cost
Educate on: * Can always refinance later

* Down payment options * How lO]lg are you plﬂ]l]lillg to Stﬂ}??

» Mortgage rate buydowns .
=TS y * Don’t time the market

» Funds towards closing costs

* The value of the area you are
selling. Is there something
unique (school district, limited
land, walkability, unique
homes, etc.)



7 Zonda Pent-up demand

% of Homeowners Planning On Staying < 2 Years in Current Home
(Or...moving ASAP)

20

2015 2016 2017 2018 2019 2020 2021 2022 2023

18
16
14
12

10

R |||||||
0
2014

Szuroe: MY Fecral Rinarew $0F dala [lesuse mpactabons)

(=]

Fe)

L]




7 Zonda

Understanding the buyers today and the drivers of

Go baCk {O What matters their decisions is key to capture today’s “life
happens” buyers

Affordability shock, consumers sidelined, an election year,
lingering economic uncertainty ....

Why purchased existing home - all buyers

Why purchased new home - all buyers

35% L45%
30% 0%
35%
25% 0%
20% 25%
20%
0% 15%
10% 10%
5% - - T
0% Avoid Lack of Ability to chose Amenities of new Energy Smart home
. renovations ar inventory of and customize home efficiency features
Better price  Better overall More charm Lack of Othear Want to DIY a problems prev. owned design communities
value and character Inventory of fixer upper homes

new homes
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Thank you

Al Wolf

et Ec
Zonda
awolf(@zondahome.com

= o



SALT LAKE
REALTORS

SCAN FOR 2024 /\
HOUSING REPORT THE LASSIG TEAM >
CROSSCOUNTRY MORTGAGE™ Utah Real Estate.com WOHCC))s‘ESS ide
GTEIS I A e

YOUR EDGE IN CLIENT RETENTION



	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38
	Slide Number 39
	Slide Number 40
	Slide Number 41
	Slide Number 42
	Slide Number 43
	Slide Number 44
	Slide Number 45
	Slide Number 46
	Slide Number 47
	Slide Number 48
	Slide Number 49
	Slide Number 50
	Slide Number 51
	Slide Number 52
	Slide Number 53
	Slide Number 54
	Slide Number 55
	Slide Number 56
	Slide Number 57
	Slide Number 58
	Slide Number 59
	Slide Number 60
	Slide Number 61
	Slide Number 62
	Slide Number 63
	Slide Number 64
	Slide Number 65
	Slide Number 66



