s nhn o w News

P ¥ o prerritiiielts cl-nhle

& Views

June 2007
Dear Colleague,

Will the First to Fall Be the First to Recover?

As California began experiencing the early signs of a
housing downturn, developers and builders in San Diego
County were among the first to pull the plug, according
to Peter F. Dennehy, Senior Vice President for the
Sullivan Group Real Estate Advisors. Does this bode
well for San Diego County's recovery? Has San Diego's
housing market bottomed out? Did You Know?

According to Dennehy, the number of active projects in
San Diego has stabilized. While many other areas in
California are still seeing a rise in active projects, San
Diego is doing a good job controlling inventory.
Comparing the first quarter of 2006 with the first
quarter of 2007, the change in supply of new detached
projects saw increases everywhere except San Diego.
The Inland Empire led the field with +199, Sacramento
+38, LA +10, and San Diego -15. Too many new
detached units are still being supplied as well. Central
California has 1,720, the Inland Empire has 1,232, and
San Diego is a -33.

"The only market that’s moved in the right direction,
the only market that is offering fewer subdivisions that
are detached and attached in first quarter 2007 vs. first
quarter 2006 is San Diego," said Sullivan Group
President, Tim Sullivan.

The Sullivan Group concurs that San Diego is in a good
position to return to a normal market because it has
less standing inventory to burn through and there is a
lack of available land for new development. In addition,
job and population growth remain steady.

San Diego's residential permits are also on the decline
according to Dennehy, and at historically low levels.
California and Florida lead the nation in permit declines,
with a change of -29% and -53% respectively.

Affordability Linked to Inventory

Homebuilding analysts at Merrill Lynch bring another
perspective to today's market. Their mantra,

"You can't afford it. . ." trumps pent-up demand. So
much for burning through inventory. Among the major
markets followed by Merrill Lynch, Riverside and
Sacramento rank highest in least affordability.
Homeowners in Riverside allocate more than 50% of
their income toward their monthly payment. Dallas is
the most affordable of the top markets. What can bring
affordability into balance? Merrill Lynch singles out
reduced home prices, lower interest rates, or increased
income.

Forward this message to a friend or colleague.

Snow Properties provides project management

services 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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