© BATC

BUILDERS ASSOCIATION
OF THE TWIN CITIES.

HOT SHEET

Market Indicators for the Twin Cities Home Building Industry

NAHB: 2014 4Q Remodeler’s
Index; Builder Confidence
Index

UST Minneapolis St. Paul
Residential Real Estate
Index — December 2013

Twin Cities Building Activity -
Year-to-Date Units Authorized
December 2009-2013

11000

8250

5500
' ' 2750
2009 018 .

2011
2012 2013

Market Chatter

"The remodeling industry ends 2013 on a high
note as remodeler confidence holds steadly at a
historically high level. We expect to keep this
positive momentum going in 2014 as more
home owners will continue to take on remodels
and repairs that had been postponed in the
downturn."

NAHB Remodelers Chairman Bill Shaw, GMR,
GMB, CGP, a remodeler from Houston

“Consumers are getting used to more realistic
mortgage rates, which still remain favorable on a
historical basis. As household formations and
pent-up demand continue to emerge, we antici-
pate that 2014 will be a strong year for housing.”

NAHB Chief Economist David Crowe
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NAHB: New-Home Sales Down 7 Percent in December;
Up 16.4 Percent for the Year

Sales of newly built, single-family homes fell
7 percent to a seasonally adjusted annual rate of
414,000 units in December, according to newly
released figures from the U.S. Department of
Housing and Urban Development and the U.S.
Census Bureau. Despite the monthly drop, home
sales in 2013 were up 16.4 percent over the pre-
vious year.

“December’s decline in new-home sales fol-
lows elevated levels in the previous two months
and means the fourth quarter was still much
stronger than the third,” said Rick Judson, chair-
man of the National Association of Home
Builders (NAHB) and a home builder from Char-
lotte, N.C. “While we expect sales to gain
strength in 2014, builders still face considerable
constraints, including tight credit conditions for
home buyers, and a limited supply of labor and
buildable lots.”

“Consumers are getting used to more realis-
tic mortgage rates, which still remain favorable
on a historical basis,” said NAHB Chief Econo-

mist David Crowe. “As household formations
and pent-up demand continue to emerge, we an-
ticipate that 2014 will be a strong year for hous-
ing.”

Regionally, new-home sales activity fell 36.4
percent in the weather-battered Northeast, 7.3
percent in the South and 8.8 percent in the West.
The Midwest posted a gain of 17.6 percent.

The inventory of new homes fell to 171,000
units in February, which is a five-month supply
at the current sales pace. Although this is an in-
crease over the previous month, it is due to the
slower sales pace in December.

Twin Cities Residential Construction Surpasses
10,000 units in 2013, a First Since 2006

For the first time since 2006, the Twin Cities
region permitted over 10,000 residential units
this year, an increase of 14 percent over 2012.
About half of the total permitted units were in
multi-family dwellings, which was about four
percent higher than in 2012. Single-family con-
struction continued to show strong growth
throughout the year, ending with 26 percent
more permits than in 2012 (5,110 permits vs.
4,058).

According to data compiled by the Keystone
Report for the Builders Association of the Twin
Cities (BATC), there were 398 permits issued for
a total of 1,011 units during four comparable
weeks in the month of December, 2013. Year-
to-date, regional cities issued 5,339 permits for a
total of 10,303 units.

“While there were still plenty of challenges
during the last year, our members responded to
the increasing demand with fresh plans, fresh en-
ergy and an eye to the future,” said Pamela Belz,
Builders Association of the Twin Cities 2013
president and developer with Senior Housing
Partners. “The residential construction industry
will continue to work hard to ensure area fami-
lies can find quality, durable and affordable new
homes that save energy and offer a comfortable
and safe place to make lasting memories.”

Minneapolis once again led the top five cities
for the month in activity, permitting 371 units.
Edina came in second with 253 units (232 in one
multi-family building), followed by Woodbury
with 31 and Maple Grove with 38. Brooklyn Park
and Chaska rounded out the top five, each with
21 units permitted.
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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
November 12 1,278 November 12 $172,000 November 12 14,989
November 13 646 -49.5% November 13 $195,000 +13.4% November 13 14,126 3.2
December 12 807 December 12 $168,000 December 12 13,012
December 13 1,011 +25.3% December 13 $191,500 +14%  December 13 11,646 2.6
Source: Keystone Report Source: MPLS Area Association of REALTORS Source: MPLS Area Association of REALTORS
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Twin Cities Construction Employment Construction Weekly Wage
0.3% of Workforce Production Worker, Averaged
August 13 5,987 August 13 1,331.90
September 13 4.7% September 13 5,843 September 13 1,309.59
October 13 4.1% October 13 5,939 October 13 1,422.36
November 13 4% November 13 5,881 November 13 1,310.56
December 13 4.3% December 13 5,780 December 13 1,257.59
Source: MN DEED Source: MN DEED Source: MN DEED
MN Seasonally Adjusted Unemployment Rate MN Construction Employment
U.S. Seasonally Adjusted Average 6.7% 0.4% of Workforce

August 13 5.1% August 13 9,958 BATC
September 13 5.1% September 13 9,572 U N IVE RSITY

9 1 9
ORE 20 e s October 13 1663 Get your Contractor and Real

Estate Continuing Education
& NAHB CAPS Designation

December 13 4.6% December 13 9,045 information online at
www.batc.org!

November 13 4.6% November 13 9,584

Source: MN DEED Source: MN DEED

“December’s decline in new-home sales follows elevated levels in the previous two months and means the fourth quarter was still much
stronger than the third. While we expect sales to gain strength in 2014, builders still face considerable constraints, including tight credit
conditions for home buyers, and a limited supply of labor and buildable lots.”

- Rick Judson, chairman of the National Association of Home Builders (NAHB)
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REGIONAL/NATIONAL TISTI
MN Housing Units Authorized US Housing Units Authorized Remodeling Market Indicies

Date Total Y-Y Change Date Total Y-Y Change Date Current Futures
November 12 1,313 November 12 66,545 4Q12 >4 56
November 13 1,260 4% November 13 71,721 +7.8% Q13 50 48

2Q 13 54 56
December 12 1,699 December 12 65,125 3013 57 56
December 13 1,277 -24.8% December 13 75,485 +15.9% 4Q 13 56 58

2013 YTD 16,524 2013 YTD 976,369

Source: US Census Bureau Source: US Census Bureau
Framing Lumber Mortgage Rates MN Monthly Retail Gasoline Prices
Random Lengths CME Futures From 2/2/2014 per gallon - all grades
September 27 $381 $341.3 30 Year 4.460% September 13 $3.431
October 25 $381 $352.4 30 Year Fixed FHA 5.837% October 13 $3.248
November 22 $399 $361.8 15 Year 3.772% November 13 $3.134
December 27 $387 $368.3 5 Year ARM 3.083% December 13 $3.221
January 31 $403 $358.9 30 Year Jumbo 4.153% January 14 $3.283
Source: NAHB Source: Wells Fargo Source: Energy Information Administration

—

NAHB NAHB: Remodeling Market Index Steady at Historical High

According to the National Association of Home Builders (NAHB), the Remodeling Market Index (RMI) held steady at 57 in the fourth quarter of 2013. This is the same level
as the third quarter of 2013 and the highest reading since the first quarter of 2004. An RMI above 50 indicates that more remodelers report market activity is higher (com-
pared to the prior quarter) than report it is lower. The overall RMI averages ratings of current remodeling activity with indicators of future remodeling activity.

“The remodeling industry ends 2013 on a high note as remodeler confidence holds steady at a historically high level,” said NAHB Remodelers Chairman Bill Shaw, GMR,
GMB, CGP, a remodeler from Houston. “We expect to keep this positive momentum going in 2014 as more home owners will continue to take on remodels and repairs that
had been postponed in the downturn.”

The RMI5 future market conditions index rose from 56 in the previous quarter to 58, the highest reading since the inception of the series in 2005. Three of the four major
components of the RMI’s future market conditions index increased in the final quarter of 2013. Calls for bids increased from 56 to 59, the amount of work committed for the
next three months from 52 to 54 and appointments for proposals from 55 to 59. The backlog of remodeling jobs fell one point to 59. The current market conditions compo-
nent of the RMI declined two points to 56 this quarter.

“Steady existing home sales, historically favorable interest rates for home buyers and rising home equity have combined to release some of the pent up demand for home
remodeling from the past few years,” said NAHB Chief Economist David Crowe. “This quarters RMI reading shows that the slow but steady improvement in the remodeling
market will continue in 2014.”

For more information about remodeling, visit www.nahb.org/remodel.

Builder Confidence Slips One Notch in January

Builder confidence in the market for newly built, single-family homes fell one point to 56 in January from a revised December reading of 57 on the National Association of
Home Builders/Wells Fargo Housing Market Index (HMI), recently released.

“Following an unexpected jump last month, builder confidence has essentially leveled out and is holding at a solid level,” said NAHB Chairman Rick Judson, a home builder
from Charlotte, N.C. “Many markets continue to improve and this bodes well for future home sales.”

“Rising home prices, historically low mortgage rates and significant pent-up demand will drive a continuing, gradual recovery in the year ahead,” said NAHB Chief Econo-
mist David Crowe. “However, the pace of the recovery could be stronger were it not for rising construction costs and inaccurate appraisals that are keeping some home sales
from going through.”

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 single-
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 for 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.

All three HMI components declined in January. The index gauging current sales conditions edged one point lower to 62, while the index gauging expectations for future
sales fell two points to 60. The index gauging traffic of prospective buyers fell three points to 40. Looking at the three-month moving averages for regional HMI scores, the
Northeast and West each rose four points to 42 and 63, respectively, while the South held steady at 56. The Midwest fell a single point to 58.

Editors 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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Existing Homes
As 2013 drew to a close the data from December continued to follow the pattern that is typical for the Min-
BATC Member Orientation neapolis / St. Paul housing market in the late fall and winter. Median sale prices, sales volume, new listings, and

Februa ry 13 pending sales were all down while the number of days on the market were up. See the summary chart for the
actual statistics. There were several things that were noteworthy in the December numbers. Median sale prices

1 :OOpm - 2:00pm for all types of homes continues to remain above previous year levels (see chart above). This is a continuation
BATC Office of a trend that began in February 2012. The median sale price of a traditional, non-distressed home was

$214,000. That is down 1.6% from November but 2.4% above December 2012. The other noteworthy item is
that the overall number of homes for sale was 11,797, the lowest level seen in over 10 years. That low number
BATC Unive rsity has resulted in a 2.7 month supply of homes available for sale which is also at a 10+ year low. It is also encour-
P . aging to see the percentage of distressed sales remain in the low 20% range since in previous years that num-
Continuing Eduction ber tends to  spike up
March 4 & 11 considerably during the winter [Minneapolis / St. Paul Residential Housing Composite Indices

: months.
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New Home Constructions
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current situation, there will be some headwinds for

builders next year. A continuation of a shortage of

11 bl . h d finished lots will result in higher land prices as well

- as a shortage of skilled labor available in some areas

We eSta 1she 4 WELLS [ HOME of Construcgtion. However, overall, 2014 should be

FARGO | MORTGAGE another very good year for home builders. The

Well-respected, We].].s Fargo chronic shortage of existing homes for sale and a gen-

erally improving economy along with increasing sale

prices should propel the number of single family per-
Wells Fargo Home Mortgage provides the security mits to increase another 25 — 30% in 2014.

ou and your buyers need. Recognized nationally for
7 7 v < v The UST Indices

its industry-leading lending practices and standards, e UST Tl Galle Comnasiie Ttk @or:

our team remains committed to serving the needs of tinued to decrease in December, moving from 1,035
builders. With our proven capabilities to excel during in November to 1,023 in December. Despite the
market fluctuations, it’s in your best interest to work monthly decrease, the index remains 3.1% above the

level recorded in the previous year.

with the nation’s leading residential mortgage lender The UST Residential Real E<tate Short Sale Com-

and #1 lender to new construction homebuyers - posite Market Health Index was 890 in December,

Wells Fargo Home Mortgage. up 10 points from the 880 recorded in November
and a 12.7% increase compared to one year ago.

Call today_ The foreclosure markets health as represented by
the UST Residential Real Estate Foreclosure Com-

James Fisher posite Index decreased in December, moving from

Regional Builder Sales Manager 750 in November to 732 in December, a decrease of

651-430-9930 1.8%.The index is up 5.2% compared to December
2012.

james.fisher@wellsfargo.com

This information is for real estate, builder and financial planning professionals only and is not intended for
consumer distribution. Information is accurate as of date of printing and is subject to change without notice.
Wells Fargo Home Mortgage is a division of Wells Fargo Bank, N.A. © Wells Fargo Bank, N.A. All rights
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