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Dear Colleague,

No Lipstick For This Pig:
Today's Real Estate Market Part Il

"It's not a long or deep turndown," said Henry Cisneros,
former secretary of the U.S. Department of Housing and
Urban Development, who addressed 600 real estate,
banking and building professionals at USD's Real Estate
Trends 2007 in November. "But we did get a little spoiled,”
he continued.

Our experts from last month's newsletter would concur
with Mr. Cisneros's assessment. Many of you agreed that
the local real estate market has more dark days ahead. But
how dark is dark? And how long will it last?

As of publication date, several public builders have
essentially closed shop in San Diego. Lay offs continue
industry wide. Snow Properties, in grappling for a realistic
prognosis of this real estate market, is not about to "put
lipstick on a pig and call her Monique." There's no
question the market has turned ugly. However, we don't
think the pig is destined for the slaughterhouse. Like
many industry colleagues, we believe she is on a 12-18
month "diet."

Tips From a Crystal Ball

Robert McFarland, a Managing Partner with Market Watch
LLC, shared one scenario with us. He is advising his real
estate clients, including many prominent homebuilders, of
the following:

® The market will continue to depreciate through
approximately the end of the first quarter of 2007,
at which time the bottoming out period will begin
o Prices will be flat through the end of 2007 as
inventory is burned off
e The beginning of the "market recovery" is projected
sometime during the first half of 2008. We can
expect the "start" of price appreciation during this
time
o This will likely mirror the national rate of inflation
between 3-4% on an annualized basis
e 2008 should show significant upswing in home
appreciation, due to:
o Sufficient burn-off of inventory
o Presidential election, which pressures the Feds
to keep the economy in check
o Anticipated long term interest rates of 6-7%

Opportunities Ahead?

"This does not mean we sit on our hands until 2008," Mr.
McFarland told us. He suggested that many builders are
gearing up to buy land during the first half of 2007, so
they can take advantage of the anticipated upswing in mid-
2008. Most public builders will not be able to participate
in this strategy. Their hands will be tied by national
management and shareholder concerns.

As BIA President Horace Hogan stated, "opportunities await
those who keep their eyes open.”" One bright spot over the
next year will be those smaller or private entities that seize
the advantages this market presents, while it is still dark.

Eorward this message to a friend or colleague.

Snow Properties is a consultant to developers, financial
institutions, owners and managers of real property assets
in Southern California. Its expertise spans three decades
and all stages of real estate development.

Disclaimer: This newsletter is not intended as a recommendation to take
action on real estate-related activities or transactions. It is a summary of
recent market news. The selection of featured information reflects
perspectives as of publication date and may be subject to changing market
conditions. The publisher recommends you seek professional advice from an
attorney, financial planner or accountant before making any financial
decision.
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