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Market Chatter

"The drop-off in sales in July is in part a reflec-
tion of buyers’ reaction to the recent uptick in
mortgage rates as people reassess their budgets
to determine how much house they can afford.
Consumers just need a little time to adjust to the
new parameters of the market. "

NAHB Chairman Rick Judson, a home builder from
Charlotte, N.C.

“New-home sales figures refer to newly signed
contracts to purchase a home, rather than a com-
pleted sale, and it’s likely that the higher rates
caused some buyers to delay putting pen to
paper. However, there is still a great deal of pent-
up demand for homes in markets nationwide, and
builders continue to report improving consumer
interest. This suggests that what we're seeing is a
temporary pause, and that buyers will return to the
market once they are confident that the higher
mortgage rates are here to stay.”

NAHB Chief Economist David Crowe
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NAHB: Housing Starts Rise 5.9 Percent in July

Nationwide housing starts rose 5.9 percent to a
seasonally adjusted annual rate of 896,000 units in
July as multifamily construction rebounded from a
dip in the previous month, according to newly re-
leased figures from HUD and the U.S. Census Bu-
reau. Meanwhile, single-family construction
recorded a modest decline from a rate that was up-
wardly revised for the previous month.

“Builders are making every effort to keep up
with the rising demand for new homes and apart-
ments, and construction in both sectors is running
well ahead of the pace we saw at this time last year,”
noted Rick Judson, chairman of the National Asso-
ciation of Home Builders (NAHB) and a home
builder from Charlotte, N.C. “However, ongoing is-
sues with accessing credit and limited supplies of
finished lots and labor are making it tough to do
that, particularly for single-family builders.”

“Today’s report is in line with our forecast for
continued, gradual strengthening of housing starts
and permit activity through the rest of the year,”
said NAHB Chief Economist David Crowe. “The
double-digit bounce-back on the multifamily side
was in keeping with typical month-to-month
volatility in that sector,” he noted, “while the side-
ways movement in single-family was a result of un-
usually wet weather in the South and West.”

Single-family housing starts declined 2.2 per-

cent from an upwardly revised pace in June to a sea-
sonally adjusted annual rate of 591,000 units in
July. Meanwhile, a 26 percent gain to a 305,000-
unit pace on the multifamily side offset a similar dip
in the previous month.

Regionally, combined housing starts activity
posted solid gains of 40.2 percent in the Northeast,
25.4 percent in the Midwest and 7.2 percent in the
West, respectively, in July, while the South posted a
7 percent decline.

Issuance of building permits, which can be an
indicator of future building activity, rose 2.7 per-
cent to a seasonally adjusted annual rate of 943,000
units in July. Single-family permits dipped 1.9 per-
cent to 613,000 units from a strong pace in the pre-
vious month, while multifamily permits gained
12.6 percent to 330,000 units.

Regionally, combined permit issuance increased
across the board in July, with gains of 1 percent, 2.8
percent, 1.1 percent and 7.1 percent in the North-
east, Midwest, South and West, respectively.

Single Family Homes Keep Twin Cities’
Residential Construction on Growth Curve

While multi-family permits were down for the
month, single family construction remained strong,
maintaining on-going growth for the region’s resi-
dential construction. Just released permit statistics
show single family permits issued in July, 2013
(509) are higher than in any single month in six
years (since June 2007 which had 537 single-fam-
ily permits issued). A slow-down in multi-family
units brought the total units permitted in July,
2013, down 11 percent from July, 2012; however
year-to-date units remain 24 percent higher than
units at this time in 2012.

According to data compiled by the Keystone
Report for the Builders Association of the Twin
Cities (BATC), there were 533 permits for a total of
698 units during the four weeks in the month of
July, 2013. Year-to-date, cities issued 2,912 permits
for a total of 4,914 units.

“The National Association of Home Builders
just reported that new home sales are at a five-year
high and builder optimism is up to its highest point
since 2005,” said Pamela Belz, Builders Association
of the Twin Cities 2013 president and developer
with Senior Housing Partners. “In talking to mem-
bers of our association, I'm hearing much the same
story.

“But locally as well as nationally there are still
concerns as we see interest rates rise, inventory of
lots dropping rapidly, and labor shortages that may
become critical in the fairly near future,” Belz said.

Minneapolis once again led the top five cities,
permitting 95 units in July. Maple Grove issued the
second number of units at 39, followed by Lakeville
with 38 units, Eagan with 33, and Prior Lake
rounded out the top five with permits for 32 units
issued.
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TC Housing Units Authorized Twin Cities Median Home Price Twin Cities Total Active Listings
Date Total Y-Y Change Date Total Y-Y Change Date Total Months of
Inventory
June 12 555 June 12 $178,265 June 12 18,354
June 13 912 +64.3% June 13 $210,000 +17.5%  June 13 15,193 3.5
July 12 783 July 12 $178,087 July 12 18,019
July 13 698 -10.9% July 13 $208,757 +17.2%  July 13 15,671 3.6
Source: Keystone Report Source: MPLS Area Association of REALTORS Source: MPLS Area Association of REALTORS
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Twin Cities UnFemployment Rate Twin Cities Construction Employment Construction Weekly Wage
tec f 0.3% of Workforce Production Worker, Averaged
March 13 5.3% March 13 5,225 March 13 1,246.98
April 13 4.9% April 13 5,460 April 13 1,314.87
May 13 4.7% May 13 5,541 May 13 1,296.05
June 13 5.1% June 13 5,805 June 13 1,323.14
July 13 4.9% July 13 6,012 July 13 1,289.28
Source: MN DEED Source: MN DEED Source: MN DEED
MN Seasonally Adjusted Unemployment Rate MN Construction Employment

U.S. Seasonally Adjusted Average 7.4% 0.4% of Workforce

March 13 5.4% March 13 8,110 BA‘I'C
April 13 5.3% April 13 8,502 U N IVE RSITY

May 13 53% May 13 S Get your Contractor and Real

Estate Continuing Education
& NAHB CAPS Designation
July 13 529 July 13 9985 information online at
www.batc.org!

June 13 5.2% June 13 9,729

Source: MN DEED Source: MN DEED

“Housing affordability has been hovering near historic highs for the past several years, largely due to exceptionally favorable mortgage rates
and low prices during the recession. Now that markets across the country are recovering, home values are strengthening at the same time that
the cost of building homes is rising due to tightened supplies of building materials, developable lots and labor.”

- NAHB Chairman Rick Judson, a home builder from Charlotte, N.C.
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REGIONAL/NATIONAL STATISTI
MN Housing Units Authorized US Housing Units Authorized Remodeling Market Indicies
Date Total Y-Y Change Date Total Y-Y Change Date Current Futures
June 12 1,109 June 12 73,834 2Q12 46 44
June 13 1,256 +133%  June 13 83,925 +137% 3Q12 52 49
July 12 1,472 July 12 72,056 o i, o
July 13 2,071 +41% July 13 88,145 +22.3% 2Q 13 54 56
2013 YTD 8,801 2013 YTD 566,501

Source: US Cens Source: US Census Bureau
Framing Lumber Mortgage Rates MN Monthly Retail Gasoline Prices
Random Lengths CME Futures From 7/26/2013 per gallon - all grades
March 15 $432 $395.1 30 Year 4.799% April 13 $3.544
May 24 $361 $303 30 Year Fixed FHA 5.893% May 13 $3.986
June 21 $322 $286 15 Year 3.921% June 13 $3.726
July 19 $346 $331 5 Year ARM 3.208% July 13 $3.562
August 23 $352 $317 30 Year Jumbo 4.615% August 13 $3.577
Source: NAHB Source: Wells Fargo Sc >: Energ

—

NAH B\g NAHB: Higher Mortgage Rates Prompt Pause in New-Home Sales in July

Sales of newly built, single-family homes declined 13.4 percent to a seasonally adjusted annual rate of 394,000 units in July as higher mortgage rates prompted a tem-
porary pause in buying activity, according to newly released data from HUD and the U.S. Census Bureau.

“The drop-off in sales in July is in part a reflection of buyers’ reaction to the recent uptick in mortgage rates as people reassess their budgets to determine how much
house they can afford,” said Rick Judson, chairman of the National Association of Home Builders (NAHB) and a home builder from Charlotte, N.C. “Consumers just need
a little time to adjust to the new parameters of the market.”

“New-home sales figures refer to newly signed contracts to purchase a home, rather than a completed sale, and it5 likely that the higher rates caused some buyers to
delay putting pen to paper,” explained NAHB Chief Economist David Crowe. “However, there is still a great deal of pent-up demand for homes in markets nationwide,
and builders continue to report improving consumer interest. This suggests that what we’re seeing is a temporary pause, and that buyers will return to the market once
they are confident that the higher mortgage rates are here to stay.”

Every region recorded lower new-home sales in July, with declines of 5.7 percent, 12.9 percent, 13.4 percent and 16.1 percent reported for the Northeast, Midwest,
South and West, respectively. Meanwhile, the inventory of new homes for sale edged up to 171,000 units in July, which is a 5.2 month supply at the current sales pace.

Builder Confidence Rises Three Points in August

Builder confidence in the market for newly built, single-family homes rose three points to 59 on the National Association of Home Builders/Wells Fargo Housing Mar-
ket Index (HMI) for August, released today. This fourth consecutive monthly gain brings the index to its highest level in nearly eight years.

“Builders are seeing more motivated buyers walk through their doors than they have in quite some time,” said NAHB Chairman Rick Judson, a home builder from Char-
lotte, N.C. “Whats more, firming home prices and thinning inventories of homes for sale are contributing to an increased sense of urgency among those who are in the
market.”

“Builder confidence continues to strengthen along with rising demand for a limited supply of new and existing homes in most local markets,” noted NAHB Chief Econ-
omist David Crowe. “However, this positive momentum is being slowed by the ongoing headwinds of tight credit and low supplies of finished lots and labor.”

Derived from a monthly survey that NAHB has been conducting for 25 years, the NAHB/Wells Fargo Housing Market Index gauges builder perceptions of current sin-
gle-family home sales and sales expectations for the next six months as “good,” “fair” or “poor.” The survey also asks builders to rate traffic of prospective buyers as “high
to very high,” “average” or “low to very low.” Scores from each component are then used to calculate a seasonally adjusted index where any number over 50 indicates that
more builders view conditions as good than poor.

Two of the HMI’s three components posted gains in August. The component gauging current sales conditions rose three points to 62, while the component gauging
sales expectations in the next six months gained a single point to 68 and the component gauging traffic of prospective buyers held unchanged at 45.

All but one region saw a gain in its three-month moving average HMI score in August. The Midwest and West each posted six-point increases, to 60 and 57, respec-
tively, while the South posted a four-point gain to 54 and the Northeast held unchanged at 39.

Editor’s Note: The NAHB/Wells Fargo Housing Market Index is strictly the product of NAHB Economics, and is not seen or influenced by any outside party prior to
being released to the public. HMI tables can be found at nahb.org/hmi. More information on housing statistics is also available at housingeconomics.com.

Source: NAHB/Wells Fargo Housing Market Index. U.S. Census Burearu. Source: NAHB
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2013 Sponsorship UST Index: July 2013 - The Road Ahead

Luncheon © Real Etate : . :
September 10 o Tetontas BUSINESS A Look Behind the Numbers - Median Prices
11:00am - 1:00pm and Inventory of Homes for Sale
BATC Office As we noted in our June report the normal seasonal slowdown in the Minneapolis / St. Paul housing market was

beginning to take effect. That seasonal trend continued into July with the overall market showing its first month-to-
month price decline of 2013. From June to July the median sale price went from $210,000 to $208,000, a decrease

BATC's Clay Shoot of .95%. Compared to last year, the median price for the market as a whole, including all categories of homes, is up a
S eptember 17 healthy 16.85%. The median price of a traditional (non-distressed) home sale in July 2013 was $224,950, a decrease
] ] of 2.66% from June of this year, yet it is an increase of 3.66% over the $217,000 reported in July 2012. Median sale
1 Zoopm - 730pm prices have historically plateaued in June, July and August and declined in the 3rd and 4th quarter. Look for median
Minnesota Horse and sale prices to follow their normal pattern and decline moderately throughout the remainder of 2013.
Part of the recent rise in
Hunt Club

median sale prices can be ex- | Minneapolis / St. Paul Residential Housing Composite Indices
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indicates that there are fewer lower priced and distressed properties being sold.

In July 2013 the volume of closed sales was 5,671, virtually the same as the 5,610
WELLS recorded in June. The level recorded in July was 19.1% higher than the 4,761 recorded
FARGO in July 2012. The proportion of distressed sales continues to decline. Compared to July
2012 traditional sales are up 42% and short sales and foreclosures are both down 27%.
In July 2013 only 20.7% of the closed sales were distressed. That is the lowest percent-

. age of distressed sales since January 2008. The number of new listings declined by 4.3%
We].].‘estab].ls:h.ed, fim June to July yet they remainr>1l6.6% higher than last year at thi% time. The n}lilmber

of pending sales was unchanged between June and July.

Well-respected, We].].s Fargo The inventory of homes for sale continues to improve. In June and July there were
about 15,900 homes available for sale. That is an improvement over the 12,000 to 13,000
homes that were available for sale earlier this year. However, due to the higher number
of sales, the ratio of closed sales to homes available for sale remains very low in July at
you and your buyers need. Recognized nationally for only 2.8 homes available for sale for every home sold. Typically this ratio ranges from 6
to 8 in a balanced market. As we move into fall look for a declining number new listings
and a relatively higher number of sales to keep downward pressure on the number of

Wells Fargo Home Mortgage provides the security

its industry-leading lending practices and standards,

our team remains committed to serving the needs of homes available for sale through the fall and winter. Low numbers of homes for sale and

builders. With our proven capabilities to excel during stronger sales numbers will combine to keep upward pressure on prices. As prices con-
. s . tinue to improve look for a much better inventory of homes for sale in the spring of 2014.

market fluctuations, it's in your best interest to work

with the nation’s leading residential mortgage lender The UST Indices - Continued Movement in a Good Direction

and #1 lender to new construction homebuyers - The UST Traditional Sale Composite Index continued its upward momentum in July,

moving from 1,072 in April to 1,083. The important news here is that this increase puts
the index at a near record level that has not been seen since it was recorded at 1,084 in
August 2005. This is a reflection of the sustained recovery of the traditional home me-
. [ dian sale price and a number of other favorable market factors including favorable low
James Fisher “Fish levels of . . o .
evels of inventory, the decreasing percentage of distressed sales, and historically low in-
Regional Builder Sales Manager terest rates. The index continues to remain well above the levels recorded in the previ-
651-430-9930 ous year. July’s Traditional Sale Composite Index of 1,083 is 8% higher than the 1,002
James Fisher@wellsfargo.com recorded in July 2012. ;
The UST Residential Real Estate Short Sale Composite Market Health Index was 885
in July, an 11.3% increase compared to one year ago.
Wells Fargo Home Mortgage is a division of Wells Fargo The foreclosure market’s health as represented by the UST Residential Real Estate Fore-
Bank, N.A. © 2012 Wells Fargo Bank, NA. All rights closure Composite Index increased slightly in July, moving from 785 in June to 789 in
LENDER reserved. NMLSRID 399801. AS940665 1/12-4/12 July, an increase of. 0.5%.The index is up 11.3% compared to June 2012 and continues
to close the gap compared with the Traditional Sale Composite Index.

Wells Fargo Home Mortgage. Call today.




