PATTERN for PROGRESS Iy RAND
IN PARTNERSHIP WITH -Q———“—ni’l}—l--—-‘S§ REALTY

REAL ESTATE

FALL-WINTER EDITION |2016

UDSON.VALL

N -.;-.‘o

“REGIONAL HOUSIN

The Center for Housing Solutions and Urban Initiatives, a unit of Hudson Valley Pattern for Progress, is pleased to present the Fall / Winter
edition of the Regional Housing Market newsletter in partnership with Rand Realty—Better Homes and Gardens Real Estate. Pattern for Progress
has joined forces with the experience and knowledge of Matt and Joseph Rand to bring an additional perspective and analysis of the regional
housing market.

This issue focuses on current trends of sales volume on the market since 2012. We also provide an analysis and impact of senior citizens aging
in place and student debt on the supply of housing. We have used a combination of comparable data sets and statistics to provide an overall
regional snapshot of the housing market in the Hudson Valley.

SO, WHAT’S GOING ON IN THE MARKET?

Joseph Rand, Managing Partner & General Counsel, Better Homes and Gardens Rand Realty

Over the last four years, we’ve been watching while sales have gone up, and then up again, and then up yet again. In most of
our regional markets, year-on-year closings have gone up just about every quarter for the past four years. In fact, we’re now
seeing transactional levels that we haven't reached since the tail end of the last seller's market.

i But even while buyer demand has continued to strengthen, we’'re still not seeing any real impact on pricing. In most of our
reglonal markets, the average and median sales prices are stuck at the levels they reached in 2011 or so. Basically, prices peaked in about
2007, crashed in 2008-09, recovered a bit in 2010 after the home buyer tax credit stabilized the markets, and have been flat ever since. And
from a long-term perspective, they're about where we saw them in 2003-04 — retaining most of the appreciation gained during the last seller’s
market, but giving back that last burst of appreciation that was “juiced” by the credit bubble of 2005-07.

Why haven’t prices gone up? For one thing, we do believe that the financial crisis of 2008-09 has left a scar on the home buyer psyche. After
years of believing (wrongly) that “real estate never goes down in value,” many potential home buyers watched in horror while a severe decline in
home prices almost wrecked the global economy eight years ago. So they’re skittish and skeptical about stretching to buy a home.

Also, it takes time for changes in buyer demand to impact pricing. Indeed, if you look back, you'd see that buyer demand started to fall back in
2005, with transactions falling quarter after quarter in the same way that they’re now going up quarter after quarter. But prices didn’t start to go
down until the financial crisis in 2008. In other words, it took three full years for the slackening of buyer demand to drive prices down. Similarly,
we should expect that it will take some time for increases in buyer demand to push prices up.

So when does the time come? When will prices start going up? Well, one good indicator is the supply of inventory on the market. Basic
"Economics 101" theory tells us that if demand is strong, and supply goes down, prices go up. And for the first time in years, we’ve started to
see housing supply fall to the point that historically starts driving price increases.

We measure this by looking at the “months of inventory” in a given market — i.e., take the number of homes for sale, and then divide by the

average number of homes sold every

month. So if we have 1,000 homes for sale, ANNUAL CLOSED SALES 2012 - 2016

and we sell 100 homes per month, we have Count YTD Projected # change % change
10 months of inventory. y 2016* 2012to 2016 2012 to 2016
Historically, housing markets start to see Columbia

demand driving appreciation when the Dutchess

“months of inventory” falls below six

months. That's when inventory becomes tight
enough that buyers start bidding against each [RUENL[
other, driving prices up. And that’'s about Putnam
where we are now, with the months of
inventory down to almost the six-month mark [kl
in many of our regional markets. Sullivan

Greene

Does that mean prices are definitely going Ulster
up? We can’t say for sure. No one can. Butif RIS
you believe in basic economics, and you see | Source: New York State Association of Realtors, Hudson Gateway Association of Realtors

sales going up for four years straight while Greene, Ulster and Orange Counties show the highest percentage increase in sales volume between 2012 and the projected
number of closings for 2016. Westchester, Orange and Dutchess show the strongest number increase in sales volume during
the same time period.

inventory is falling below historic thresholds,
then you have some good reasons for being

A Lo *Projected 2016: projection assumptions are based upon the 2016 4th quarter sales volume being the same as 2015 4th
optimistic going into 2017. quarter sales figures. This is a conservative method based on 4th quarter sales volume having shown positive trends since

2012.
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HOUSING INVENTORY: 2014 TO 2016
NUMBER OF HOMES AVAILABLE FOR SALE

2014 2015 2016

Count
gl o | @2 | o | P o || e | e | @ | @ |

Columbia 937 | 1,159 | 1,123 | 3,219 842 11,048 | 1,097 | 2,987 836 1,017 991 2,844

Dutchess 2,028 | 3,069 | 3,027 | 8,124 2,315 | 2,875 | 2,789 | 7,979 2,082 | 2,361 2,189 6,632

Greene 1,061 | 1,261 | 1,357 | 3,669 1,039 | 1,257 | 1,294 | 3,590 938 1,069 | 1,099 3,106

Orange 2,896 | 3,624 | 3,544 | 10,064 | 2,795 | 3,360 | 3,312 | 9,467 2,601 2,719 | 2,579 7,899

Putnam 854 | 1,118 | 1,091 3,063 802 | 1,109 [ 1,074 | 2,985 727 850 734 2,311

Rockland 1441 | 1,829 | 1,848 | 5,118 1,426 | 1,817 | 1,711 4,954 1,389 | 1,569 1,391 4,349

Sullivan 953 | 1,703 | 1,720 | 4,376 1,359 | 1,677 | 1,683 | 4,719 1,299 | 1,554 1,469 4,322

Ulster 1,606 | 2,436 | 2,580 | 6,622 1,897 | 2,369 | 2,395 | 6,661 1,665 | 1,960 1,827 5,452

UEHGESCIE 5004 | 6,051 | 5594 | 16,649 | 4529 | 5796 | 5405 | 15,730 | 4,564 | 4767 | 4218 | 13,549

LI 16,770 | 22,250 | 21,884 | 60,904 | 17,004 | 21,308 | 20,760 | 59,072 | 16,101 | 17,866 | 16,497 | 50,464

PERCENTAGE OF FINAL LIST PRICE RECEIVED HOMES FOR SALE: Q1 TO Q3 TOTALS
0 # change % change

County 2014 2015 20/:: T:;%ﬁ 5 County [TV 29016 2014 to 2%16
Columbia 92.9% 93.4% 0.5% Columbia 375 -11.6%
Dutchess 94.8% 95.3% 0.5% Dutchess 1,492 -18.4%
Greene 93.0% 92.5% -0.5% Greene -963 -15.3%
Orange 95.0% 95.6% 0.6% Orange -2,165 -21.5%
Putnam 95.4% 95.7% 0.3% Putnam -752 -24.6%
Rockland 95.5% 96.2% 0.7% Rockland -769 -15.0%
Sullivan 89.7% 90.4% 0.7% Sullivan -54 -1.2%
Ulster 93.9% 94.1% 0.2% Ulster -1,170 A7.7%
Westchester 96.6% 97.0% 0.4% Westchester -3,100 -18.6%

Average 94.1% 94.5% 0.4% Total -10,440 17.1%

A Quarterly Comparison

Homes For Sale: A comparison of the first three quarters of the past three years shows the number of homes available for
sale has been declining in all counties. Data for the 4th quarter will not be released until mid January 2017. The total
number of homes for sale during the first three quarters in the region dropped from nearly 61,000 to 50,905, which is a
17% decline in three years. The largest decline, as a percentage of homes for sale, occurred in Putnam County, which
witnessed a 24.6% decline. The largest decline in the number of homes for sale was in Westchester County, which shows
a drop by 3,100 homes. The smallest percentage decline as a percentage of homes and as the number of homes for sale
was in Sullivan County.

List Price: Although the changes are small, it is important to note that sellers are receiving a higher percentage of the final
list price. This data further supports the potential for higher prices as we enter the 2017 real estate market. Sullivan and
Rockland County have witnessed the largest percentage increase of 0.7%. Although not shown in the chart, Sullivan County
sellers were only receiving 88.5% of the final list price in 2012.

Pattern recognizes that comparisons and trends of years past are difficult as homes were priced at an inflated value. As the
inventory continues to shrink and the economy remains relatively strong, the potential for higher prices still exists.

Data Source: NYS Association of Realtors




IMPACT OF STUDENT DEBT ON HOMEOWNERSHIP

An education is often said to be an investment that lasts a There are many students graduating with loans in excess of
lifetime, and indeed, statistics show that lifetime earnings $50,000 with an economy that does not support the

are dramatically higher with a bachelor’s degree and even repayment. In the Center for Housing Solution’s informal
higher with a master’s degree. Increasingly, however, those Hudson Valley poll, 77% of Millennials responding said they
earnings are realized on a delayed timetable. were making student loan payments of more than $100 a

month and 19% said their student loan payments were higher
than $500 a month. Student debt negatively impacts the
housing market as it reduces the purchasing power of
potential homebuyers, which slows the overall economic
recovery. Millennials, and often times their parents, are not
buying homes, or “trading up” in real estate because they are
struggling to pay the existing home mortgage or rent and
simply have less available income. Long-term homeowners
are unable to execute move-up trades in a real estate market
without first-time homebuyers.

Student debt represents a barrier for both would-be owners
and renters. Many of today’s graduating Millennials are
coming home from college with enormous student debt and
are faced with an economy that is still in recovery. In many
cases, the debt is placed on the shoulders of the parents in
the form of “Parent Plus loans”. Parents have less purchasing
power as a result of incurring debt to cover the costs
associated with their children's education.

Recent data trends in the Hudson Valley housing market are
showing signs of a stronger market moving into 2017 through
an increase in the number of sales. Mortgage interest rates
remain at historic lows and there are new loan products with
more flexible underwriting standards. However, the ability for
Millennials and first time buyers to save for closing costs and
down payment is greatly impacted by student debt and higher
rent levels.

Millennials, who now represent the largest wave of new home
buyers are looking for a variety of housing options. They are
This additional debt often inhibits the ability to make major getting married and having children later in life than did
purchases like buying a home or "trading-up" to a larger home  previous generations. Based upon a review of numerous
for students’ parents, therefore having a negative impact on  national homebuyer surveys including, the National

the overall housing market. On the national level, according to Agsociation of Realtors, Realtor.com and Zillow, along with
the Federal Reserve Bank of New York total federal student economists from Fannie Mae' and Freddie MaC, Millennials
loan debt has topped $1.3 trillion, and is now the second larg- do not all fit in one housing category. Some are looking for
est source of household debt next to mortgages. small starter homes, others are skipping a step and

The average student loan debt in New York State is $32,200, Purchasing a home large enough to raise a family, while
and $30,200 in the Mid-Hudson region according to a report ~ Others are looking for a townhome or condo in an urban
released in September 2016 by New York State Comptroller, ~ center. A vast majority of these surveys have one common

Thomas P. DiNapoli. According to the report, student loan element—there is an insufficient supply of homes on the

debt in NYS more than doubled during the last decade, market as the statistics and trends provided in this newsletter
growing to $82 billion from $39 billion, an increase of 112%. suggest. Pattern will continue to monitor the demand of rental
Assuming a repayment of 10 years at the rate of 7%, a housing versus homeownership, as the traditional mix of
$30,000 loan has a monthly payment of $350. housing tenure is changing.
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Market Snapshot: 3« Quarter 2016

The data in the below table is based upon the New York State Association of Realtors and Hudson Gateway
Association of Realtors third quarter report released in October 2016. The data includes single family
homes, condos and townhomes as reported to the association from the local multiple listing services.

and Urban Initiatives

Closed Sales Median Price Months of Inventory (Supply)

2015 2016 % Change 2015 2016 % Change 2015 2016 % Change
Columbia . $230,000 | $224,000
Dutchess 755 941 24.6% $245,000 | $250,000 2.0% 133 79 -40.6%
Greene 184 222 20.7% $185,000 | $171,500 -1.3% 23.1 15.9 -31.2%
Orange 995 1173 17.9% $230,000 | $229,400 -0.3% 125 75 -40.0%
Putnam 323 385 19.2% $316,000 | $322,500 2.1% 12.2 6.6 -45.9%
Rockland 725 842 16.1% $395,750 | $397,000 0.3% 8.8 6.1 -30.7%
Sullivan 234 295 26.1% $122,500 | $123,000 0.4% 242 16.9 -30.2%
Ulster 542 569 5.0% $211,000 | $212,000 0.5% 16.3 10.5 -35.6%
Westchester 3,019 3,052 1.1% $533,500 | $525,000 -1.6% 7.3 5.1 -30.1%

County

The number of closed sales in the third quarter of 2016 continues to show remarkable strength. All counties, except for Ulster
and Westchester are showing double digit increases. The counties on the northern end of the region, Columbia, Greene,
Dutchess and Sullivan all witnessed increased of over 20%. Ulster County showed only 5% increase in closed sales and
Westchester County was relatively flat at a 1.1% increase.

However, the median sales price has essentially been stable with slight variation in either direction. Greene County shows the
largest decline in median sales price at 7.3%, while Putnam shows the largest increase at 2.1%.

Westchester County is showing less than six months of inventory, which has the potential of igniting bid wars and prices
starting to rise. Putnam and Rockland are not far behind, showing 6.6 months and 6.1 months respectfully.

JOIN US GENTRIFICATION: FINDING A BALANCE
THURSDAY DECEMBER 15, 2016 Keynote: Reuben Diaz, Jr., Bronx Borough President
8:30-11:00 am Moderator and Panelists: Greg Maher Leviticus 25:23 Alternative Fund, Inc .,

Lewis Tompkins Firehouse Beacon, NY  Hon. Randy Casale, Mayor, City of Beacon, Ken Kearney, Kearney Realty & Development,
$30 Re gistration Anne Saylor, Dutchess County Planning Dept. , Jessica Yager, NYU-The Furman Center
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This report represents a snapshot in time and is based upon available information and the analysis of existing markets, demographics, data and
statistics. The report is not meant to be used as a financial forecasting model or for any financial decisions now or in the future.

M]JJ Builders Corp:

Excellence in Affordable Housing

Join Pattern and be part of the solution!
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