N\
INLANDGATEWAY

—— ASSOCIATION OF =

REALTORS

HOUSING MARKET AND POLICY UPDATE



P’ S
INLANDGATEWAY

— ASSOCIATION OF=—

REALTORS

HOUSING MARKET AND POLICY UPDATE

Since Sept 2018

Riverside County=-2.3%

San Bernardino County = -0.3%

Orange County = -6.6%

Inland Gateway = -1.2%
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Share of Income
Consumed by Mortgage

43.80%

35% Average

om

Riverside County

Median Price
Median Income

Down Payment

Price/Income Ratio
Affordability
Annual Payments

$304K
$56K
$61K
5.48
39.4%
$22K

2013 2018

$399K
$69K
$80K
5.81
43.8%
$30K

Source: California Association of REALTORS®
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Share of Income
Consumed by Mortgage

33.80%

35% Average

om

San Bernardino County

Median Price
Median Income

Down Payment

Price/Income Ratio
Affordability
Annual Payments

2013 2018

$294K
$66K
$59K
4.49
33.8%
$22K

Source: California Association of REALTORS®
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Share of Income
Consumed by Mortgage

65.40%

35% Average

om

Orange County

Median Price
Median Income

Down Payment

Price/Income Ratio
Affordability
Annual Payments

$666K
$76K
$133K
8.75
62.8%
$48K

2013 2018

$797K
$92K
$159K
8.68
65.4%
$60K

Source: California Association of REALTORS®
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Impact on Transactions

Other . 8%

Yes, Impact on Current Clients . 11%

Yes, Impact on Potential Clients . 11%

No Impact on Contract Signings or
: 75%
Closings
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Why Transactions Were Impacted

Other 28%

Lost income from furlough 9%

9%

Closing was delayed

Closing delay due to FHA loan 9%

Closing delay due to IRS Income
Verification

13%

17%

Closing delay due to USDA loan

Buyers decided not to buy due to

0
economic uncertainty 25%
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California
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| N LAN DGAT EWAY construction costs, environmental
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it is $50,000 to $70,000 more expensive TIRE e . :
HOUSING MARKET AND POLICY UPDATE to build a home in California than \[o] Enough BUI|d|ng California is 65,000 units annually behind pace
it is to build elsewhere in the country
Government Regulation / Aging Population

~_ / All Cash Sales
Historically Low Interest Rates
_ i Low Inventory

Have made up as much as

' 30% of purchases
Disproportionally High Prices
90% will now take the Other Factors:

Standard Deduction
‘ Student Loan Debt

$393
Diminishing Tax Incentives »

0 National Debt

$21 Trillion

Contributions To Falling Homeownership

Falling Homeownership
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Riverside-San Bernardino-Ontario Region Income Needed - 2018

5% Down $89,979
10% Down $83,348
20% Down $74,089

Average Region Income: $67,500

Source: National Association of REALTORS®
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Not Enough Building

2015; 25,822 (42,959 sf, 52,863 mif)
2016p: 98,300 total units

| m Single Family B Multi-Family

Household Growth:
165,000/yr.

%

SERIES: California New Housing Permits
SOURCE: Construction Industry Research Board
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New Jobs vs. New Permits (2010-20195)
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. 174833 162,740 141,162
150,000 127,542 105,586
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SOURCE: California Employment Development Department, Construction Industry Research Board
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Fed has raised
rates 9X since
2015
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Solution: Build More Housing, but...
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HOUSING MARKET AND POLICY UPDATE : _
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Riverside County Commute Time
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Riverside County San Bernardino County Orange County
Commuters Commuters Commuters
Riverside County 46.9% San Bernardino County  46.1% Orange County 64.3%
Los Angeles County 13.7% Los Angeles County 25.3% Los Angeles County 22.7%
San Bernardino County  13.2% Riverside County 10.4% San Diego County 2.8%
Orange County 13% Orange County 9.7% Riverside County 2.7%
San Diego County 7.2% San Diego County 2.9% San Bernardino County  2.6%
Ventura County 0.6% Ventura County 0.7% Ventura County 0.6%
Imperial County 0.6% Kern County 0.6% Santa Clara County 0.6%
Kern County 0.4% Sacramento County 0.3% San Francisco County 0.6%
San Francisco County 0.4% Santa Clara County 0.3% Alameda County 0.4%
Santa Clara County 0.3% Fresno County 0.3% Kern County 0.3%

All Other 3.7% All Other 3.5% All Other 2.5%

Source: SCAG
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WHAT DO YOU WANT IN A

NEIGHBORHOOD?

There are several things that are important to home
buyers when selecting their neighborhood.

6 8 0/ Easy access to 0
0 the highway 6 5 /0
Public transpor-
tation within

walking distance

of your home
Established neighborhood with

older homes and mature trees

Short commute
tO work

8 60/ Privacy from _ 740/ High-guality
neighbors public schools
(1) hb 0 blic school

0/ » : 5 5 Q/ Living in a place that’s
80 0 0 away from it all

Sidewalks

Living in a
community
with people and places

at all stages to take walks

of life 6 9 0/ Walking distance to places
= RN : : : . 0 such as schools and shops

CALIFORNIA
SOURCE: NAR's National Community Preference Survey
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Inland Empire Job Growth and Decline 2011 - 2018

e 32 459
I 4 3 382
I 38 273

Distribution and Transportation
Construction
Eating and Drinking

Distribution and Transportation Health Care E—— 33 626
“Logistics has been the Inland Empire’s Social Assistance s 31 970
fastest growing sector and has strong Retail Trade e 30 462

basics.

However, local activists want to stop its
growth and the South Coast Air Quality
Management District (AQMD) and CA Air
Resources Board (CARB) believe it
cannot meet its air quality requirements

K-12 Education
Admin. Support
Manufacturing
Empoyment Agency
Other Services

IEEEEE—— 0/ 850
s 13, 936
e |3 822
e 11,577

— (8 522

unless the truck traffic associated with the Management and Professions m— 5,285
sector is dramatically reduced. A major Higher Education m 5,015
fight is underway that could conceivably Amusement m— 4,770
halt the sector’s strong continual Financial Activities 4462
expansion...” Accommodation = 4,088
Local Government m 1564

Construction Mining 94 |
“The major problem for the construction _Ut'“t'es -650 *

Agriculture  -1,641 m

sector has been the very slow

recovery in residential activity. The
number of single family permits fell from
45,299 in 2005 to 3,734 in 2011.
Subsequently, the market has grown to an
estimated 10,056 single family detached
permits based upon activity in the first

six months of 2018. That would be
somewhat under the 10,512, in 2017...”

Information -2,930 mm
Federal and State -2,968 mm

-10,000

0 10,000 20,000

Source: Inland Empire Economic Analysis for SCAG 2018

30,000 40,000 50,000 60,000 70,000 80,000 90,000
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Other Services NN $31

Public Administration I 567
Leisure-Hospitality NN 522

Businesses Needed _
Education-Health G 546

Professional Management [N $38
Finance-Insurance-Real Estate  [IEEEEEGEGEGEEES $53
Information NG $5

Retail S $30
Wholesale I 589
Manfacturing I $52
Construction NN 551
Agriculture NN $28
Al I 542

$0 $10 $20 $30 $40 $50 $60 $70 $80 $90 $100

Source: SCAG
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Solutions

1. Recruit information, finance, and tech jobs to the IE.

2. Continue to improve corridor infrastructure, and add alternatives forms of transit.
3. Build more housing, especially at entry level.

Prohibitors (Circular)

1. Workforce: Companies go to workforce, workforce goes to companies.

2. Air quality: Riverside and San Bernardino Counties have worst air quality in the state. San
Bernardino County had 126 “Red Days” last year. Riverside County had 84.

3. “Red Tape” and “Nimby’s”
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Takeaways

» Keep your listing price reasonable
 Get involved in local economic development — directly affects your business
« Know this stuff — adds value and professionalism



