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PERCENT OF DELINQUENT HOME EQUITY LINES OF CREDIT

DECEMBER 2008
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NOTES:
* HELOCs are performing reasonably well in many parts of the country.

 Closed-end second and home equity loans are performing far worse than HELOCs.
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* Many closed-end second loans were part of the home purchases in the 2004-7 period (through the use of “piggy-backs”), dragging the

performance of this sector down.

PERCENT OF DELINQUENT HOME EQUITY LOANS AND
2"° MORTGAGES (CLOSED-END LOANS)
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REGION IN FOCUS

*The South region
includes AL, AR, DC, DE,
FL GA, KY, LA, MD,
MS, NC, OK, SC, TN,
TX, VA, and WV.

**All Region in Focus
graphs contain data
gathered from BLS, First
American CoreLogic,
LoanPerformance HPI,
and MBA.
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Region in Focus: The South

Job losses have accelerated sharply in the South over the past several months, and the region now has the biggest drops of
any region in the country. Monthly declines in payroll employment have averaged more than 230,000 since October,
exceeding even the deeply contracting Midwest, which has averaged 190,000. The regional unemployment rate increased
to 8.4 percent in March 2009, a jump of 3.8 percentage points since the beginning of 2008. Almost every state in the
South has been in recession for a while. The major holdout was Texas, but even that may not last, as lower oil prices
result in a reduction in exploration and the decline in overseas demand hits the petrochemical, electronics and machinery
industries. In Tennessee, Kentucky and Georgia, auto parts suppliers are feeling the most pain. Florida still has no respite
from declining house prices, and revised data show that even employment levels for temporary workers were far worse
than previously reported. North Carolina’s most pressing concern is sharp reductions in nonresidential and government
construction because of the freeze in credit markets.

As note above, the South’s seasonally adjusted unemployment rate stood at 8.4 percent in March, a significant increase
from year-earlier levels of 4.7 percent. During the same period, the national unemployment rate increased from 5.1 to 8.5
percent. (Note: The Bureau of Labor Statistics recently estimated that the national unemployment rate rose to 8.9 percent
in April. As of this writing, comparable state and local numbers are not yet available.)

Home sales in the region fell at a slower rate during the first quarter than they did during the fourth quarter of 2008.
During the first quarter total single-family home sales declined at a rate of 2.6 percent in the South, compared with a
national decline of 3.2 percent. In the fourth quarter, these declines were 7.9 and 5.6 percent for the South and the U.S.,
respectively. According to the Census Bureau, new home sales in March were unchanged in the South from a month
earlier, while according to the National Association of Realtors, existing sales declined by 1.9 percent. At the national
level, new home sales declined in March by 0.6 percent, while existing home sales declined by 2.8 percent. House prices
have continued to weaken in most of the states in the South region thus far this year, declining in 12 of the 16 states and
the District of Columbia. The average rate of the decline among those 12 states was 2.9 percent, while the average
rate of increase across the remaining 5 was 0.6 percent.

Louisiana According to data from First American Corelogic’s
Louisiana has slipped into recession because of | oanPerformance House Price Index (LP HPI), home
troubles in energy and transportation sectors. Lower  prices in the state increased by an annualized rate of 3.3
oil prices have led to a reduction in active drilling rigs, percent between February 2008 and February 2009,
and transportation is suffering as the global downturn  despite the large drop in sales. Since the beginning of
intensifies. Employment in Louisiana has edged lower this year, prices have risen by 2.6 percent.

as gains in the construction and education/healthcare
sectors are offset by weakness in other core industries.
Estimated industrial production is falling because of
eroding conditions in manufacturing. The ongoing
recovery from Hurricane Katrina, however, is
insulating the state from a more severe recession. As a
result, the labor market is holding up better than most.
Louisiana’s unemployment rate is nearly 3 percentage
points below the national average.

Credit conditions in Louisiana are mixed relative to the
national average. According to the MBA, while 10.13
percent of all mortgage loans in the state were past due
in the fourth quarter, compared with a national average
of 8.63 percent, only 0.57 percent of all mortgage loans
entered the foreclosure process during the fourth quarter
of 2008. This compares with a national average of 1.08
percent. Loans rated as seriously delinquent (those 90
days or more past due plus the foreclosed inventory)
In March, the state’s unemployment rate averaged 5.8  totaled 5.52 percent in the fourth quarter. For the
percent on a seasonally adjusted basis (up from 4.2 nation, this measured 6.30 percent. The subprime
percent a year earlier). This compares with a national ~ market in the state is mixed compared with the national
average of 8.5 percent. In the states' largest MSA,  average. At the end of the fourth quarter of 2008, 25.28
New Orleans-Metairie-Kenner, the unemployment rate  percent of all subprime loans in Louisiana were past due
stood at 5.3 percent in March, significantly above the  while the serious delinquency rate on subprime
year-earlier level of 3.4 percent. The state’s other  mortgages was 17.53 percent. Nationally, these figures
major MSAs also saw increases in their unemployment  were 23.89 and 23.11 percent, respectively.

rates. The highest rate was in Shreveport-Bossier City .
at 6.4, up from 4.5 percent a year earlier; while the @ Louisiana |
lowest was in Houma at 3.6 percent, somewhat higher 10.0 {| gy s

than its year earlier level of 2.8 percent.

5.0 -
According to Moody’s Economy.com, existing home =
sales in the state have fallen much faster than both the 0.0 1
national and regional averages. Home sales declined
by 17.6 percent between the third and fourth quarters
of 2008, compared to the regional decrease of 6.2 -10.0 -

-5.0 1

percent and national decline of 5.6 percent over the 100
same period. 15.0
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Appreciation Feb. Rate March 2009 Delinquent
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Region in Focus: The South

Florida

Florida is experiencing its worst recession since the
Great Depression.  Since the downturn began in
December 2007, the unemployment rate has risen by
4.9 percentage points to 9.7 percent in March.
According to Moody’s Economy.com, nearly all of
the state’s industries are contracting and every metro
area is in recession. Falling wages, wealth
destruction, and a lack of confidence underpin the
severe contraction in consumer spending that is
evidenced by declining state sales tax receipts.
Although existing home sales have risen appreciably
over the past few months (mostly because of
increasing distressed market sales), there is little
indication that the sharp decline in house prices will
end any time soon.

Foreclosures are playing a large role in the housing
recession by simultaneously putting additional
inventory onto the market and driving house prices
lower. According to the MBA’s National
Delinquency Survey, Florida had the second highest
foreclosure rate in the nation during the fourth
quarter, exceeded only by Nevada. Because of the
tremendous amount of excess inventory and the large
number of foreclosures likely yet to occur, house
prices should continue to decline throughout 2009
and likely well into 2010.

In March, the state’s unemployment rate averaged 9.7
percent, ranking it among the highest in the country.
This represented a substantial increase from the year-
earlier level of 5.4 percent. The unemployment rate
in the states’ largest metropolitan statistical areas
(MSASs) have also risen substantially over the twelve
month period ending in March, the latest date for
which local unemployment data is available. In the
Miami-Fort Lauderdale-Miami Beach MSA, the
state’s largest, the unemployment rate has risen to 8.5
percent from 4.8 percent a year earlier. In the central
portion of the state, employment declines have been
much worse. Among the state’s largest MSAs, Ft.
Myers-Cape Coral and Ocala shared the spot for the
highest unemployment rates in the state — rising to
12.2 percent in March, approximately twice their
year-earlier levels. In the northern and panhandle
area  MSAs, the economic downturn has been
somewhat more modest. For example, the

18.0

unemployment rate in Tallahassee (the state capital)
climbed from 3.6 to 6.8 percent during the 12 months
ending in March; Gainesville rose from 3.3 to 6.2
percent; and Fort Walton Beach increased from 3.8 to
7.0 percent.

According to Moody’s Economy.com, existing home
sales in the state surprisingly rose by 5.7 percent
during the fourth quarter. There was great variance
across the state, however. The Miami MSA saw a
strong improvement in sales, rising by 9.1 percent —
probably boosted by foreclosure and short sales.
Pensacola led the state with a 429 percent
improvement. (It should be noted, however, that the
total number of sales in Pensacola was relatively
small at 9,100 units).  Tampa-St. Petersburg-
Clearwater remained effectively unchanged at
approximately 37,000 units. Across the state’s 24
MSAs, 20 saw improvement in existing home sales
during the fourth quarter (averaging 10.3 percent),
while the remaining four MSAs saw declines
(averaging -10.4 percent).

According to data from LP’s HPI, home prices in the
state decreased at an annualized 19.7 percent over the
12 months ending in February 2009. Nationally,
prices fell by 12.2 percent over the same period. In
Miami, prices fell over the period by 28.9 percent, the
largest decline of any MSA in the state. No MSAs in
the state had price gains during the quarter.

Credit quality in Florida is substantially below the
national average. According to the MBA, the rate of
foreclosures started in the state was 2.36 percent
(non-seasonally adjusted, or NSA) during the fourth
quarter. This compares with a national average of
1.08 percent. The delinquency rate on all loans in
Florida was 11.09 percent, much above the national
average of 8.63 percent. Seriously delinquent loans
totaled 13.32 percent in the fourth quarter. For the
nation, this measured 6.30 percent. At the end of the
fourth quarter, 23.10 percent of all subprime loans
were past due, while 36.40 percent were seriously
delinquent. The national averages were 23.89 and
23.11 percent, respectively.

(Continued on page 10)
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Region in Focus: The South

North Carolina

The recession in North Carolina is intensifying as
housing is contracting and financial activities are
restructuring. With both home sales and starts
lingering at historic lows, the housing recession
is hurting the construction sector. Employment
in construction has fallen for more than a year,
and layoffs are accelerating. The restructuring of
financial services is also generating significant
job cuts at banks headquartered in Charlotte.
Meanwhile, the global recession is inflicting even
more harm on a manufacturing industry that was
already struggling prior to the national downturn.
Over the past year, the unemployment rate has
doubled from 5.4 to 10.8 percent, well above the
national average of 8.5 percent, and the highest
on record for the state.

Like most other states, unemployment in the state
is increasing, although at a rate faster than the
national average. It is likely to continue to
increase, as the nation’s recession continues. In
March, the unemployment rate averaged 10.8
percent in North Carolina, only slightly higher
than the previous month’s reading of 10.7
percent, but twice year earlier levels of 5.8
percent. In the state’s largest MSA, Charlotte,
the unemployment rate rose to 11.4 percent,
compared with a year-earlier level of 5.2 percent.
In the “Research Triangle” MSA of Raleigh-
Durham-Chapel Hill, unemployment is the lowest
among the state’s MSAs at 7.6 percent, up from
its year-earlier level of 4.1 percent. The highest
level among the state’s MSAs is in Hickory-
Morganton-Lenoir where the unemployment rate
has risen to 15.4 percent, up from 6.3 percent a
year earlier.

According to LP’s HPI, home prices in the state
were down over the previous 12 months by 3.1
percent. In the Charlotte MSA, home prices
declined by 6.2 percent from a year earlier,
while for the Research Triangle prices declined
by 2.9.

According to Moody’s Economy.com, home
sales in the state slipped by 21.1 percent
between the third and fourth quarters of 2008 —
much more than the national decline of 5.6
percent. Selling rates during the fourth quarter
varied greatly across the MSAs in the state.
Across the state’s 14 MSAs, all have
experienced declines in sales rates during the
fourth quarter, averaging 19.0 percent.

Credit quality in North Carolina is declining,
but not nearly as severely as the national
average. According to the MBA, 0.49 percent
of all mortgage loans in the state entered the
foreclosure process during the fourth quarter of
2008, much below the national average of 1.08.
Loans rated as seriously delinquent totaled 3.77
percent in the fourth quarter, below the national
average of 6.30 percent. North Carolina’s
subprime market is declining, but is still better
than the national average. At the end of the
fourth quarter of 2008, 25.14 percent of all
subprime loans were past due while 14.14
percent were seriously delinquent. This
compares with national averages of 23.89 and
23.11 percent, respectively.

15.0
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House Price Appreciation

Indicators

Unemployment Rate* Annualized Quarterly Rate** Housing Vacancy Rate
State MSA Mar-08 Feb-08 4th Qtr 08 3rd Qtr 08 4th Qtr 08 3rd Qtr 08
Alabama 9.0 8.4 -17.47 -5.04 15.7 15.6
Birmingham-Hoover 8.3 8.0 -12.45 -1.27 13.3 13.3
_ Arkansas 6.5 6.4 -9.53 451 14.0 14.0
O Delaware 7.7 7.3 -5.34 -5.81 15.0 15.2
e W District of Columbia 9.8 9.9 -15.58 -3.17 9.8 9.9
..m Florida 9.7 9.6 -28.39 -15.67 17.4 17.5
o o Ft. Lauderdale-Pompano Beach-Deerfield Beach 7.0 7.4 -27.86 -21.53 13.2 13.1
N - Jacksonville 9.3 9.4 -20.14 -6.92 15.0 15.1
m Miami-Miami Beach-Kendall 7.8 7.6 -30.43 -30.01 15.9 16.0
@ L1l Orlando-Kissimmee 9.9 9.9 -27.63 -14.30 134 135
L Tampa-St. Petersburg-Clearwater 10.4 10.3 -27.30 -11.37 13.2 13.3
_I ~~ W. Palm Beach-Boca Raton-Boynton Beach 9.9 9.8 -26.19 -13.90 17.4 17.5
N ®)) Georgia 9.2 9.2 -3.26 -0.32 114 11.4
n Atlanta-Sandy Springs-Marietta 9.1 9.2 -4.99 -1.32 8.3 8.5
w ‘5 Kentucky 9.8 9.3 -17.88 151 12.0 121
o = Louisville-Jefferson County 10.2 10.0 -0.05 -6.44 9.8 10.0
LL (@) Louisiana 5.8 5.7 -18.33 5.17 13.1 13.0
H Baton Rouge 5.2 5.1 6.94 -1.36 12.6 12.4
c New Orleans-Metairie-Kenner 5.3 5.3 -15.99 9.90 10.7 10.6
) Maryland 6.9 6.8 -19.87 -5.66 9.3 9.4
- ..n_l..u Baltimore-Towson 7.4 7.6 -17.22 -2.61 8.0 8.1
m O Muississippi 9.4 9.1 1.01 -5.05 14.8 14.9
o) O North Carolina 10.8 10.7 -18.12 0.17 14.3 14.4
D m Charlotte-Gastonia-Concord 11.4 11.7 -18.83 -1.82 10.0 10.2
Y D) Greenshoro-High Point 113 11.6 -16.11 4.95 10.7 10.8
Raleigh-Cary 8.6 8.8 -16.30 2.59 4.4 4.6
= Oklahoma 5.9 5.5 -13.57 2.01 13.2 13.2
i Oklahoma City 5.6 5.5 -14.02 2.94 10.1 10.0
= Tulsa 6.3 6.2 -10.69 2.37 10.8 10.8
South Carolina 11.4 10.9 -9.75 -5.99 16.6 16.7
Columbia 8.8 8.7 -0.85 -7.24 12.3 12.5
Tennessee 9.6 9.0 -19.04 -0.80 11.3 114
Memphis 9.1 8.9 -19.96 3.01 13.2 13.3
Nashville-Davidson-Murfreesboro-Franklin 8.8 8.3 -17.43 -0.78 7.7 7.9
Texas 6.7 6.5 1.59 2.59 9.7 9.8
. Dallas-Plano-Irving 7.1 7.0 0.90 0.90 4.1 4.3
3= El Paso 8.2 8.2 -1.50 -3.97 9.4 9.5
@ 5 Fort Worth-Arlington 6.8 6.7 2.06 0.58 4.1 4.3
. LSS Houston-Sugar Land-Baytown 6.5 6.5 3.49 6.22 9.0 9.1
— San Antonio 5.9 6.0 -4.59 1.31 6.4 6.6
=— Virginia 6.8 6.6 -20.62 -8.90 10.2 10.3
=1 Lid Richmond 7.8 7.8 -18.11 -8.68 7.6 7.7
— ~ Virginia Beach-Norfolk-Newport News 6.9 7.1 -13.45 -7.34 10.9 10.9
— LL|"EE] West Virginia 6.9 6.0 3.33 11.08 16.7 16.5
e ) F;r.“
),/ <1t |— United States 8.5 8.1 -5.34 -6.55 115 11.6
™ (D L]
T N M ) Source: Bureau of Labor Statistics / First American CoreLogic, LoanPerformance HPI / U.S. Census Bureau / Moody's Economy.com / Haver Analytics
L] rmrj_ - ,_J, *State, Regions, and U.S. unemployment rates are seasonally adjusted. MSA unemployment rates are not seasonally adjusted
—— sSis=
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National Association of Realtors’
Pending Home Sales Index

Figure 1: Pending Home Sales Tend to Lead

Reported Existing Sales

New and existing home sales are reported ~ ">°°

in different ways. The Census Bureau
reports new home sales in the month that
a purchase contract is signed. The
purchase would be final (i.e., a settlement
would have occurred) at a later date
(perhaps as long as a year or more after
the initial contract signing in some cases).
The NAR, on the other hand, reports
existing home sales at the closing of the
purchase contract rather than when the
contract is first signed. As a result, new
and existing sales are not entirely
consistent with each other. Additionally,
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if home buyers are responding to 00
economic and other drivers when they
decide to purchase a house, then new
sales would be a more timely representation of the impact of
those forces. The NAR created the PHSI as a way to
measure contract activity, and thus create a timelier indicator
of housing activity than the existing home sales. It usually
takes 30-60 days for a contract signing to become a contract
closing (although in periods of very high mortgage
applications, it can take longer), so the PHSI should be an
indicator of reported existing sales one-to-two months later.
Thus, an index derived from pending home sales (when a
contract is signed) can be used to predict reported existing
home sales activity (when a contract closes). Modeling for
the PHSI looks at the monthly relationship between
existing-home sale contracts and transaction closings over
the last four years (since not all contract signings are
completed) and is based on the data from Multiple Listing
Services and large brokers.

The PHSI is indexed to a level of 100 in 2001 (the year the
data begin). The March PHSI increased by 3.2 percent to
84.6 and is up by 1.1 percent from its year-earlier level. The
relationship between the PHSI and existing home sales is
shown in figure 1. The chart indicates that the index
provides a rough approximation of the reported sales figures
a couple of months later, but it is more volatile than the
actual path of sales.

NAHB/Wells Fargo Housing Market Index

The Housing Market Index (HMI) is a monthly survey of
homebuilders produced in partnership between the National
Association of Homebuilders (NAHB) and Wells Fargo
Bank. The HMI is a weighted average of
responses to survey questions asking
builders to rate three aspects of their local

UL U B R R I I S R I R ) I I S R I Rl I R S A
01 02 03 04 05 06 07 08

Source: NAR / Haver Analytics

bottom figure when all provide the poor or low response. A
rating of 50 indicates that the number of positive or good
responses received from the builders is equal to the number
of negative or poor responses. Index ratings that are greater
than 50 indicate more positive or good responses than
negative or poor ones. The three components are then
incorporated into the overall index, using weights based on
correlations with present and future single-family housing
starts.

Builder sentiment, as reflected in the HMI, rose by five
points in April to the highest level since October 2008. This
gain was the largest one-month increase recorded since May
of 2003, and brings the HMI out of single-digit territory for
the first time in six months — although the level of the index,
14, remains historically low. Each component of the HMI
reflected the rise in the total index. The largest of these
gains was a 10-point surge in the component gauging
builder sales expectations for the next six months, which
brought that index to 25. The component gauging current
sales conditions and the component gauging traffic of
prospective buyers each rose five points, to 13 and 14,
respectively. Figure 2 shows the historical relationship
between the HMI and new home sales. As with NAR’s
PHSI, the HMI tends to pick up the near-term trend in home
sales (new with the HMI, existing with the PHSI), but with
more volatility than the reported sales.

(Continued on pg. 13)

Figure 2: The NAHB Housing Market Index Leads
New Sales, but it is More Volatile

market conditions: current sales of single- 1400+
family detached new homes, expected
sales of single-family detached new homes
over the next 6 months, and traffic of
prospective buyers in new homes. The
first two components are measured on a
scale of "good," "fair," and "poor," and the
last one is measured on a scale of "high,"
"average," and "low." It is designed to
gauge builder sentiment regarding the
demand side of the new single-family
housing market in the US.
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MBA Purchase Mortgage Applications Figure 3: Purchase Applications Tend to Lead Home Sales,

The Mortgage Bankers Association’s

But the Relationship is Less Stable in Recent Years

(MBA)  Survey  of  Mortgage 600 [- 8000
Applications comprises survey data
from mortgage lenders on both 500
purchase and refinance activity. g N T — - ro00
According to the MBA, the survey 3 urenase Applications
. - 400 (Left Axis)
covers approximately 50 percent of all S 6000 3
US. retail residential mortgage S 2
applications, and has been conducted §3°°- §
weekly since 1990.  Respondents ; L s000 @
include mortgz?lge bankers, Commemial § 2004 New & Existing 1-Family House Sales
banks, and thrifts. The base period for = (Right Axis)
all indices in the survey (with a value 100 L 4000
equal to 100) is March 16, 1990.
The four-week moving average of the od L 2000
index helps to smooth the volatile "go! T T T Tes! T T T gt T gt T
weekly  figures. Because many Source: Haver Analytics / MBA / NAR / Census Bureau
homebuyers apply for a mortgage 4 - Week Moving Average
before purchasing a home, the purchase
applications index component of the survey is a leading continued to place downward pressure on house price
indicator of future home sale activities. Figure 3 shows appreciation. Combined with upward movements in
that the purchase applications index generally tracks the excess housing supply in many parts of the country,
near-term course of total home sales reasonably well, these deteriorating conditions are increasing the risk of
although home sales were stronger than the applications house price declines in the next two years. MSAs in
expected during the housing boom (perhaps as Florida, California, Arizona, and Nevada continue to
homebuyers increasingly used lenders that were not in lead the nation in risk, but a growing number of MSAs
the survey). It also shows that sales have been weaker in various other parts of the country are seeing
than the survey expected over the past couple of years increases in their probabilities of future price
(perhaps as tightening loan standards has resulted in a declines.
pickup in multiple applications in order to get an
approval). The most recent data suggest a very modest Conclusion
uptick in purchase applications. Al three of the surveys discussed here tend to provide
. reasonable near-term views of the direction of home

PMI’s U.S. Market Risk Index sales. They’re not quite as effective with regard to the
While not a predictor of home sales activity, PMI’s U.S. magnitude of sales movements, however, as the survey
Market Risk Index measures the likelihood of home results tend to be more volatile than the actual sales.
price declines in two years for each of the nation’s 381 Still, they are useful guides for predicting home sales
metropolitan statistical areas and divisions (MSAs). The (at least within a one-to-three month horizon). All of
Risk Index is produced quarterly and is based on an them are currently pointing upward, although the levels
econometric model that uses economic, housing, and of the survey results remain fairly low — suggesting that
mortgage market factors (including home price reported home sales should move upward in coming
appreciation, employment, affordability, excess housing months, but not by a lot. Despite this better news on
supply, interest rates, and foreclosure activity) to home sales, however, PMI’s Risk Index points toward
determine these probabilities. continued weakness in house prices.
The index is based on repeat- Figure 4: PMI’s Risk Index has been an Accurate Predictor
transaction house price data from First of Home Price Declines
American CoreLogic and it covers the g 100%

: - = 88.2% 870%
period from the first quarter of 1985 S 90% - 82.1%
through the fourth quarter of 2008. It O g5, |
has been highly accurate when judged £ o 66.8%
across the historical period, as the % 70%
higher the estimated probability of -5 60% 1 53.39
price declines, the greater the § 50% - 44.7%
percentage of MSA§ that_ actL_JaII_y ;1 20% | 2380
declined in price. This relationship is e 25 6%
shown to hold throughout the entire & 30%7 L2
range of the risk scores, and across = 20% - 175%
various periods tested, as shown in "g 10% |,
figure 4. < 0% 4
According to PMI’s most recent Risk gi° go o g go g go o g gi°
Index, risk in most of the nation’s & ,\95‘9 @'@ @'@ @?’Q @'@ @5\0 ,\@Q %Q’Q QQ:»QQ

MSAs continued to increase as the
recession deepened during the fourth

% of MSAs Predicted to Have Price Declines

Source: The PMI Group, Inc. — Assessed Risk Score

quarter of 2008. Increasing rates of Sample Period: 1st Quarter 1985 — 4th Quarter 2006

unemployment and foreclosure

(Covers all Market Estimates Through 4th Quarter 2008)



2008 2009 2010
QL Q2 Q3 Q4] 01 Q2 Q3 Q4] 01 Q2 Q3 042008 2009 2010

Economic Outlook

Real GDP Growth 0.9 28 05 63| -61 -19 -01 19 2.2 2.6 34 38| -08 -16 30
Consumer Price Inflation , 4.5 45 62 83| -24 -01 11 0.8 1.8 2.0 2.1 2.3 38 -10 15
Civilian Unemployment Rate 4.9 5.4 6.1 6.9 8.1 9.1 9.3 94 9.6 9.6 94 9.0 5.8 9.0 9.4

Interest Rates

30-year Fixed Rate Mortgage (%) 587 6.09 6.31 587|506 485 495 505|520 545 555 570 6.04 498 548
1-year Adjustable Rate Mortgage (%) 514 519 521 516 | 488 480 485 495|500 515 530 540 518 487 521
10-year Treasury Note (%) 367 383 38 325|275 29 310 320 | 3.70 380 4.00 420 | 3.67 299 385

Housing Market

Existing Sales (Thousands of Units) 4927 4900 5007 4740 | 4590 4700 4995 5200 | 5300 5350 5400 5450 4913 4871 5375
New Sales (Thousands of Units) 561 519 462 387 | 348 340 350 390 | 435 470 500 525 | 485 357 483
Median Existing Home Price Change (%) 3 -43 48 -31 -103| 63 55 45 55| -50 70 50 -35(| -90 -98 038

Mortgage Market

Single Family Originations (Billions of $) 500 580 410 320 | 440 750 800 590 | 495 560 550 450 | 1810 2580 2055
Refinancing Share (%) 60 52 40 57 69 75 73 60 55 53 52 51 52 70 53
ARM Share (%) 10 8 8 2 3 3 5 5 6 7 7 9 7 4 7

All forecasted values are in bold
1 Quarterly = annualized percent change ; Annual = Q4 / Q4
2 Quarterly = annualized percent change ; Annual = Year Avg. / Year Avg.
3

Quarterly = percent change ; Annual = Year Avg. / Year Avg.

Cautionary Statement:

< LI .r.r._ Statements in this document that are not historical facts, or that relate to future plans, events or performance are "forward-looking" statements within the meaning
rJD is) e of the Private Securities Litigation Reform Act of 1995. These forward-looking statements include our expectation with respect to the economy and the housing
and mortgage markets. Readers are cautioned that forward-looking statements by their nature involve risk and uncertainty because they relate to events and depend
on circumstances that will occur in the future. Many factors could cause actual results and developments to differ materially from those expressed or implied by
forward-looking statements. Such factors include, among others, national or regional recessions, credit market disruptions, changes in interest rates, housing prices
and employment rates, and regulatory and legislative developments. Other risks and uncertainties are discussed in our SEC filings, including our Annual Report
Form 10-K for the year ended December 31, 2008 (in Item 1A) and our report on Form 10-Q for the quarter ended March 31, 2009. We undertake no obligation to
update forward-looking statements.
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