NOTES:
* For the second consecutive month, payroll employment declines have slowed in most states — but no states had more workers in November
2009 than a year earlier.

* Home price declines continued to moderate in November across the country.

* The number of states with double-digit home price declines over the past 12 months is down to two, while the number with price gains is up
to 21.



Regional Roundup

UNEMPLOYMENT RATES
NOVEMBER 2009

Michigan 14.7% Delaware 8.5%

Rhode Island 12.7% Pennsylvania 8.5%

California 12.3% West Virginia 8.4%

Nevada 12.3% Connecticut 8.2%

South Carolina 12.3% Wisconsin 8.2%

District of Columbia 11.8% Maine 8.0%

Florida 11.5% Texas 8.0%

Oregon 11.1% New Mexico 7.8%

Ilinois 10.9% Arkansas 7.4%

North Carolina 10.8% Maryland 7.4%

Kentucky 10.6% Minnesota 7.4%

Ohio 10.6% Wyoming 7.2%

Alabama 10.5% Hawaii 7.0%

Tennessee 10.3% Oklahoma 7.0%

Georgia 10.2% Colorado 6.9%

United States 10.0% lowa 6.7%

New Jersey 9.7% Louisiana 6.7%

Indiana 9.6% New Hampshire 6.7%

Mississippi 9.6% Virginia 6.6%

11% 0 7.0% Misso_uri 9.5% Montana 6.4%
7.0%to 8.5% Washington 9.2% Vermont 6.4%
|50 1010.0% : Idaho 9.1% Kansas 6.3%
Avrizona 8.9% Utah 6.3%

Massachusetts 8.8% South Dakota 5.0%

Source: Bureau of Labor Statistics / Haver Analytics Alaska 8.7% Nebraska 4.5%
New York 8.6% North Dakota 4.1%

NOTES:
 Although the unemployment rate fell in most states in November, 14 states (plus D.C.) were still in double digits.

* Unemployment rates tend to be the lowest in the Great Plains states.

 Real per capita income (the broadest measure) has fallen in most states over the past year.

4-QUARTER CHANGE IN REAL PER CAPITA PERSONAL INCOME
3"P QUARTER 2009

Wyoming -6.4% Illinois -1.5%

Nevada -5.4% New Mexico -1.4%

Alaska -4.9% Louisiana -1.4%

South Dakota -4.7% New York -1.4%

Colorado -4.6% Connecticut -1.4%

Idaho -4.3% Alabama -1.2%

Avrizona -4.2% Delaware -0.9%

Hawaii -4.0% Arkansas -0.7%

Utah -3.6% Oregon -0.7%

District of Columbia -3.2% Missouri -0.7%

California -3.1% lowa -0.7%

Texas -3.1% Maryland -0.6%

Georgia -2.8% Indiana -0.6%

Virginia -2.8% Tennessee -0.5%

Oklahoma -2.8% Mississippi -0.5%

Nebraska -2.8% New Jersey -0.4%

Florida -2.6% Michigan -0.3%

North Carolina -2.5% Massachusetts -0.3%

Washington -2.4% Wisconsin -0.2%

B -6.4% (0 -3.0% North Dakota -2.3% New Hampshire -0.2%
g :iggf to -1.5;% Montana -2.3% Ohio 0.2%
8 000 t‘g g:gég © South Carolina -2.3% Vermont 1.0%
Kansas -2.3% Pennsylvania 1.2%

United States -1.8% Rhode Island 1.2%

Source: Bureau of Economic Analysis / Haver Analytics Minnesota -1.8%  Maine 1.3%
Kentucky -1.6% West Virginia 2.6%
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REGION IN FOCUS

*The South region
includes AL, AR, DC, DE,
FL, GA, KY, LA, MD,
MS, OK, SC, TN, TX, and
WV.

**All Region in Focus
graphs contain data
gathered from BLS, First
American CoreLogic,
LoanPerformance HPI,
and MBA.
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As with the other regions of the country, the Great Recession greatly impacted the South’s economy. Many jobs
have been lost, consumer spending dropped, and in some southern states the housing market was left in shambles
(e.g., Florida). Credit quality remains similar to the national average with increasing foreclosure and delinquency
rates. Despite the tough impact of the recession, it appears that the region is starting on the road to recovery. Most
importantly, unemployment rates and job losses are rising at slower rates — with the region’s average unemployment
rate dropping in November. Many indicators now point towards a manufacturing recovery, and the housing market
has shown some signs of life lately.

The labor market in the South region weakened sharply in response to the recession. Regional job losses have
occurred in most sectors, with construction and manufacturing hit the hardest. Still, there is some positive recent
news, as the region’s unemployment rate dropped to 9.3 percent in November, the second lowest of the four Census
Regions (but up from 6.3 percent a year earlier). For the nation as a whole, the unemployment rate increased to
10.0 percent from 6.8 percent over the same period.

The South had the second smallest home sales increase of the four regions over the past year. According to the
National Association of Realtors (NAR), existing home sales in the South increased by 44.8 percent over the past
year, about equal to the national average, but trailing the Northeast and the Midwest. Sales increased by 4.8
percent in November from October, the smallest increase of all the regions, but still a gain. The median sales price
of existing homes sold in the South rose to $151,400 in November, an increase of 1.0 percent from the prior month.
Existing home prices in the region are down by only 1.4 percent over the past twelve months, compared with 4.3
percent nationally.

Credit quality in the South region has performed similarly to the national average. According to the Mortgage
Bankers Association (MBA), the rate of foreclosures started in the region rose to 1.36 percent (non-seasonally
adjusted, or NSA) during the third quarter of 2009. This compares with a national average of 1.42 percent.
Seriously delinquent loans were 8.99 percent of the total, which was a bit above the national average of 8.85
percent. At the end of the third quarter, 6.31 percent of all conventional prime mortgages and 28.09 percent of
conventional subprime mortgages in the South were seriously delinquent. The national averages were 6.26 and
28.68 percent, respectively. The South had a worse delinquency rate on all loans, at 10.59 percent, than the
national average of 9.94 percent.

Arkansas

The Arkansas economy has taken its lumps, but has not
been hit as hard as many states during the recession.
The job market is still performing poorly, but has
declined at a slower pace and has a lower
unemployment rate than the national average. Home
sales have been increasing lately after a large ongoing
drop that began in the second quarter of 2006.
Arkansas’s home prices have remained relatively
stable, likely because prices did not dramatically
increase over the bubble years. According to the
Bureau of Economic Analysis (BEA, a portion of the
Commerce Department), per capita personal income in
the state has decreased for two consecutive quarters
and five of the past seven quarters. The state’s average
per capita personal income is now $31,957, down by
1.4 percent from a year earlier. Credit quality
continues to weaken, but is still better than the national
average, with the rate of foreclosures started almost
half the national average. The state looks as if its
recovery has begun, and it should continue as many
manufacturing surveys show signs of a turnaround in
manufacturing production.

Arkansas’s unemployment rate has increased over the
past year, but it declined in November to 7.4 percent —
still up from 5.5 percent rate a year earlier. In Little
Rock-North Little Rock-Conway, the state’s largest
MSA, the unemployment rate was 5.9 percent
compared with 4.4 percent a year earlier. Fayetteville-
Springdale-Rogers had the lowest unemployment rate
at 5.3 percent while Pine Bluff had the highest

unemployment rate at 8.9 percent. There have been
22,900 payroll job losses over the past year, a decline of
1.9 percent. Job declines in the state have been felt
across multiple sectors with manufacturing having
suffered the most job cuts, losing 15,300 jobs (an 8.6
percent decline) over the past year. Another sector that
has been hit hard is trade, transportation, and utilities
with 10,300 job losses (a 4.3 percent decline). Despite
overall job declines, there have been some sectors with
positive job growth. Education and health services have
added the most jobs over the past year, increasing by
7,700 (a 4.8 percent increase).

While economic conditions in Arkansas remain poor,
home sales have improved recently. According to
Moody’s Economy.com, existing single-family home
sales rose by 2.0 percent in the third quarter, but are still
down by 1.7 percent from a year earlier. Although state
home sales are much improved, two of the six MSAs
had decreasing home sales over the past year — with
sales falling at the steepest rate in Hot Springs (down by
9.7 percent). Little Rock-North Little Rock-Conway
had a 5.5 percent increase in home sales over that same
period. While home sales in the state have increased in
the latest quarter, they are significantly lower than they
were two years ago. According to NAR, third quarter
total existing home sales in Arkansas were up by 2.7
percent over the second quarter, unchanged from a year
earlier, but down by 27.6 percent from their peak in
early 2007.

(Continued on page 9)
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Region in Focus: The South

Arkansas (continued from page 8)

According to data from First American CoreLogic’s
LoanPerformance House Price Index (LP HPI), home
prices in Arkansas increased by 0.1 percent for the 12
months ending in October 2009, better than the
national decline of 3.1 percent. The Little Rock-North
Little Rock-Conway MSA had a price increase equal to
the state average over the same period. The Jonesboro
MSA was the best performing, with home prices
increasing by 4.1 percent. While home prices in the
state as a whole increased, four of its six MSAs
suffered a decrease in prices over the past year. The
Fayetteville-Springdale-Rogers MSA had the largest
decrease, dropping by 6.6 percent over that 12 month
period.

Credit quality in Arkansas has been better than the
national average. According to the MBA, the
delinquency rate on all mortgages in the state was 8.97
percent (NSA) during the third quarter of 2009, up by
109 basis points from the prior quarter. This compares
with a national average of 9.94 percent. Seriously
delinquent loans were 4.99 percent, far below the

Tennessee

Tennessee, like Arkansas, has suffered from the
recession, but its downturn is now beginning to
moderate. The state’s unemployment rate has
decreased recently, and is now only 3 basis points
above the national average, while payroll employment
has declined at a slower rate recently. Although credit
conditions continue to worsen, it still remains better
than the national average. State home prices declined
over the past couple of years, but while there have been
some increases this year they have dropped again
recently. Home sales in Tennessee have increased
recently after falling for almost two years. The state’s
per capita personal income, which had decreased for
three consecutive quarters, has now increased in the
two most recent quarters. It is still down by 1.2
percent over the past year. Economic conditions in
Tennessee should continue to improve with the pickup
in auto sales and manufacturing, combined with the
improvement of the national economy.

The unemployment rate in Tennessee has not increased
since June 2009. In November, the state’s
unemployment rate averaged 10.3 percent, down from
its peak at 10.8 percent in June, and is now only
slightly above the national average of 10.0 percent.
The largest MSA, Nashville-Davidson-Murfreesboro-
Franklin, saw its unemployment rate slip to 9.0 percent
in November — although this was still well above its
year-earlier level of 6.2 percent. The second largest
MSA, Memphis, had a higher unemployment rate than
Nashville, but at 9.8 percent it is below the state
average. The Morristown MSA had the highest
unemployment rate in the state at 12.1 percent, while
the MSA with the lowest unemployment rate was
Knoxville, at 8.3 percent. There have been 98,100
payroll job losses over the past year, a decline of 3.6
percent. ~ As in many states, construction and

12
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national average of 8.85 percent. At the end of the
third quarter, 3.25 percent of all conventional prime
mortgages and 18.53 percent of conventional subprime
mortgages in Arkansas were seriously delinquent. The
national averages were 6.26 and 28.68 percent,
respectively. The state’s foreclosures started rate is
still relatively low at 0.81 percent, compared with the
national average of 1.42 percent.

manufacturing were hit worst, with job losses of 21.5
and 8.5 percent respectively.

Home sales in Tennessee have now increased for two
consecutive quarters after declining in the previous six
quarters. According to Moody’s Economy.com,
existing single-family home sales in the state increased
by 3.9 percent from the prior quarter — although they
were down by 6.9 percent from a year earlier, worse
than the national increase of 5.0 percent over that
period. Home sales increased by 5.7 percent in the
Nashville MSA during the third quarter. Home sales
dropped the most in Knoxville, falling by 7.0 percent,
while they rose the most in Jackson, up by 21.7
percent. According to NAR, third quarter total existing
home sales in the state were up by 4.7 percent from the
previous quarter but down by 5.3 percent over the past
year.

Although Tennessee’s home sales have picked up,
home price gains have recently stalled. According to
data from LP’s HPI, home prices in Tennessee fell in
each month of the third quarter. Even with the recent
decline, home prices are still up over the past year by
1.3 percent, performing better than the national
average decrease of 3.1 percent. Nashville saw house
prices dropping by 1.2 percent over this period,
corresponding to a big drop in its labor market, while
Memphis house prices rose by 1.1 percent. Home
prices in Kingsport-Bristol declined the most over
this period, falling by 5.8 percent.

Credit quality in Tennessee is better than the national
average. According to the MBA, the rate of
foreclosures started in the state was 1.00 percent
(NSA) during the third quarter of 2009, increasing by
seven basis points from the prior quarter.

(Continued on page 10)




Page 10

Region in Focus: The South

Tennessee (continued from page 8)

This compares with a national average of 1.42
percent.  Seriously delinquent loans were 6.53
percent, also below the national average of 8.85
percent. At the end of the third quarter, 3.79 percent
of all conventional prime mortgages and 21.49
percent of conventional subprime mortgages in
Tennessee were seriously delinquent. The national
averages were 6.26 and 28.68 percent, respectively.
While Tennessee’s credit has performed better than
most of the U.S., the delinquency rate on all
mortgages in the state was 11.09 percent, above the
national average of 9.94 percent.

West Virginia

While West Virginia also suffered in the recession, it is
in better shape than most states. Unemployment rates
and the housing market have both performed better
than the national average. Credit conditions continue to
weaken, but also are better than most states. West
Virginia’s per capita personal income, which has
remained relatively stable and has only gone through
minor periodic declines, is now at $32,419, a 1.9
percent increase over the past year. Economic
conditions in West Virginia have improved and the
recovery appears to be more advanced than the nation
as a whole, but the state still has a long way to go to
recover from the hit it took in the recession.

The labor market in West Virginia continues to
weaken, although performing much better than the
national average. The state’s payroll employment has
dropped by about 17,200 over the past year, a 2.3
percent decrease. Unlike many other states,
professional and business services have performed well
— with eight consecutive months without job losses and
a 3.3 percent gain in jobs from a year ago. On the
other hand, trade, transportation, and utilities have lost
6,300 jobs over the same period, a decline of 4.5
percent. In November, the state’s unemployment rate
edged down to 8.4 percent from the prior month — and
while this was almost double it’s year-ago rate of 4.3
percent, it was still much lower than the national
average of 10.0 percent. The Weirton-Steubenville
MSA had the highest unemployment rate in the state at
12.5 percent, while the MSA with the lowest
unemployment rate was Morgantown, at 5.0 percent.

Single-family existing home sales in West Virginia have
performed much better over the past year. According to
Moody’s Economy.com, single-family home sales
increased by 12.1 percent during the four quarter period
ending in the third quarter 2009, more than double the
national increase of 5.0 percent — helped by an 18.8
percent jump in third quarter sales. Home sales in the
state’s largest MSA, Charleston, rose by 17.3 in the third
quarter and by 4.9 percent from a year earlier. Home
sales in the second largest MSA, Huntington-Ashland,
have not shown that same improvement lately,
decreasing by 22.6 in the third quarter and by 11.3
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percent from a year earlier. According to the NAR,
third quarter total existing home sales in the state were
up by 19.7 percent from the previous quarter and by
14.1 percent over the past year.

Home prices in West Virginia have performed better
than most states. According to data from LP’s HPI,
home prices increased by 4.8 percent in the 12 months
ending in October, much better than the national
average decline of 3.1 percent. Prices in the state hit a
new record high two months ago. Home prices
increased in four of the state’s six MSAs over the most
recent 12-month period. The Charleston MSA had the
largest house price gains, increasing by 5.0 percent.
Weirton-Steubenville, however, had the greatest house
price losses, down by 2.2 percent.

Credit quality in West Virginia is better than the
national average. According to the MBA, the rate of
foreclosures started in the state was 0.87 percent
(NSA) during the third quarter of 2009, up by 8 basis
points from the prior quarter. This compares with a
national average of 1.42 percent. The delinquency rate
on all mortgages in the state was 10.31 percent, above
the national average of 9.94 percent. The share of
seriously delinquent loans in West Virginia was only
5.56 percent, less than the national average of 8.85
percent. At the end of the third quarter, 3.73 percent of
all conventional prime mortgages and 18.24 percent of
conventional subprime mortgages in West Virginia
were seriously delinquent. The national averages were
6.26 and 28.68 percent, respectively.
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)
o~ House Price Appreciation
.m Unemployment Rate* Annualized Quarterly Rate Housing Vacancy Rate
(qo State MSA Nov-09 Oct-09 3rd Qtr 09 2nd Qtr 09 3rd Qtr 09 2nd Qtr 09
(& Alabama 10.5 10.9 -4.9% 9.3% 3.0 3.1
O Birmingham-Hoover 9.9 10.1 1.9% 10.8% 14 2.8
- Arkansas 7.4 7.6 8.1% 11.9% 3.7 2.8
=== Delaware 8.5 8.6 -9.2% -6.4% 2.4 2.1
| ¢ District of Columbia 118 11.9 19.2% 7.1% 2.2 3.8
. "—  Florida 11.5 11.3 2.1% -20.8% 4.2 4.0
..w. m Ft. Lauderdale-Pompano Beach-Deerfield Beach 10.1 9.7 -6.8% -29.7% 2.0 3.2
o o Jacksonville 11.2 10.8 2.3% -6.3% 3.6 4.7
D) m Miami-Miami Beach-Kendall 10.5 11.8 -27.8% -30.5% 2.0 3.2
o O Orlando-Kissimmee 11.8 115 -22.5% -30.8% 51 7.3
c LLI Tampa-St. Petersburg-Clearwater 12.3 11.8 5.2% -9.4% 4.0 3.3
_l - W. Palm Beach-Boca Raton-Boynton Beach 11.7 115 6.6% -10.6% 2.0 3.2
Georgia 10.2 10.1 8.4% 1.5% 3.7 3.7
n mv Atlanta-Sandy Springs-Marietta 104 104 7.1% 2.3% 41 4.0
=5 .=—  Kentucky 10.6 11.3 10.6% 23.9% 33 2.6
QO 9D Louisville-Jefferson County 9.8 10.4 -3.8% -1.7% 3.2 2.3
o w Louisiana 6.7 74 7.1% 17.0% 1.0 13
LL Baton Rouge 6.8 7.0 -1.7% 1.7% 1.8 1.3
(- L New Orleans-Metairie-Kenner 6.1 6.8 7.7% 18.2% 2.0 1.6
= 5 Maryland 7.4 7.3 7.1% 1.8% 21 21
C o Baltimore-Towson 77 7.5 9.5% 3.1% 1.8 2.0
© 75 Mississippi 9.6 9.8 -4.0% -2.5% 13 1.0
) @  North Carolina 10.8 10.9 -4.7% 18.5% 4.2 3.0
L "o Charlotte-Gastonia-Concord 118 12.0 -6.7% 21.6% 5.8 3.6
nd ) Greensboro-High Point 11.2 11.3 -2.3% 15.5% 7.3 6.9
Raleigh-Cary 8.6 8.6 1.4% 7.6% 2.2 4.6
Oklahoma 7.0 7.3 5.7% 22.1% 25 31
Oklahoma City 6.4 6.7 2.9% 16.8% 2.3 3.4
Tulsa 7.4 7.7 14.5% 27.7% 1.0 3.1
South Carolina 12.3 12.0 2.6% 17.8% 35 2.6
Columbia 9.8 9.5 3.0% 15.0% 34 0.7
Tennessee 10.3 105 6.0% 27.7% 2.9 1.9
Memphis 9.8 9.9 8.3% 25.8% 31 35
Nashville-Davidson-Murfreeshoro-Franklin 9.0 9.1 4.2% 18.3% 2.4 0.6
Texas 8.0 8.3 -2.1% -0.4% 15 1.8
Dallas-Plano-Irving 7.9 8.3 -4.4% -1.8% 1.7 1.6
El Paso 9.2 9.5 -7.6% -1.4% 0.8 2.8
Fort Worth-Arlington 8.0 8.2 -4.0% 0.2% 1.7 1.6
Houston-Sugar Land-Baytown 8.2 8.4 -1.6% -0.3% 14 2.6
San Antonio 6.8 7.0 -1.5% 2.3% 0.6 12
Virginia 6.6 6.6 1.5% 20.2% 1.9 2.9
Richmond 7.5 74 -1.6% 15.1% 1.7 3.6
Virginia Beach-Norfolk-Newport News 6.6 6.6 4.0% 10.6% 0.8 3.2
West Virginia 8.4 8.5 27.8% -5.2% 15 1.9
United States 10.0 10.0 6.2% 14.7% 2.6 25

Source: Bureau of Labor Statistics / First American CoreLogic, LoanPerformance HPI / U.S. Census Bureau / Moody's Economy.com / Haver Analytics
*State, Regions, and U.S. unemployment rates are seasonally adjusted. MSA unemployment rates are not seasonally adjusted
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S p eC i a.l TO p i C (Continued from cover page)

Our expectation is that the Fed will begin to
tighten monetary policy in the fourth
quarter of this year, perhaps 3-6 months
after our forecast of the peak in
unemployment — although there is great
uncertainty about the timing. But what
does the market expect, and how does the
market’s view of Fed tightening in this
cycle compare with what has occurred in
prior periods? Financial markets trade
futures prices on the federal funds rate on
an ongoing basis. These trades are done
through the CME Group (formerly the
Chicago Mercantile Exchange), and the
CME posts real-time trade results on its
web site (www.cme.com). Prices for 30-
day federal funds futures are shown on the
site, which allows for an approximate
conversion to the market’s expectation for
the federal funds rate at a point in the future

(by subtracting the futures price from 100).
Table 1 shows the market’s expectation for
the federal funds rate as of January 4, 2010.
(Note that there is relatively less liquidity
in this market beyond about 12 months, so
the market expectations are less firm.)

Financial markets expect the federal funds
rate to drift upward over the next several
months, but the jump to 0.51 percent in
August indicates that markets expect the
Fed to begin tightening over the summer
(since the Fed has a current federal funds
target of 0.00-0.25 percent). By the end of
this year, markets expect the federal funds
rate to increase by approximately 85 basis
points from current levels, and by
November 2011 to rise by about 225 basis
points.

(Continued on pg. 13)

Table 1: Implied Federal Funds Rate Projections
2010 2011
January 0.13% 1.10%
February 0.16% 1.27%
March 0.19% 1.38%
April 0.21% 1.49%
May 0.26% 1.68%
June 0.30% 1.74%
July 0.40% 1.91%
August 0.51% 2.05%
September 0.62% 2.16%
October 0.74% 2.27%
November 0.90% 2.41%

December 1.00% NA

Source: CME Group / Federal Reserve / PMI Group
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S peC i al TO p i C (Continued from page 12)

How do the market’s current expectations
for the federal funds rate over the next two
years compare with previous tightening
periods, especially the one that occurred in
the last tightening period of 2004-5? Figure
1 shows the actual cumulative increase in
the federal funds rate that began in June
2004 as well as the implied increase given
the CME fed funds futures prices, both over
the first 19 months of tightening.

Since the federal funds rate fell to a low of
1.00 percent in the prior period, compared
with today’s Federal Reserve target range of
0.00-0.25 percent, the level of the federal
funds rate at the start of the Fed’s tightening
was 75-100 basis points higher in 2004 than
it is today. After 19 months of tightening in
the 2004-5 period, the federal funds rate was
up by 316 basis points to a level of 4.16
percent. In the current period, financial
markets expect a total increase of 220 basis
points in the federal funds rate over the 19
months beginning in May 2010 (the month
when fed funds futures first imply a federal

funds rate above the current target range) —
bringing the federal funds rate up to 2.40
percent. Despite concerns that the massive
injections of liquidity into the economy by
the Fed during the financial crisis and
recession could spark inflation and/or new
asset bubbles, financial markets today expect
a less rapid pace of tightening through 2011
than occurred in 2004-5 — when the added
liquidity by the Fed was less. Of course, if
the pace of economic growth is less rapid in
the expected tightening period of 2010-11
than it was in 2004-5, then the impact of less
rapid liquidity withdrawal could be less —
especially since the economy is starting from
a much lower level of resource utilization in
2010 than it did in 2004. Still, this is a
surprising result given criticisms of the Fed
that it tightened too slowly and too late to
head-off asset bubbles in the last expansion.
Our view is that financial markets are
probably underestimating the rapidity with
which the Fed will tighten monetary policy,
once it starts to tighten.

Figure 1: Markets Expect Less Rapid Tightening This Time
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2009
QL Q2 Q3
Economic Outlook
Real GDP Growth ; -6.4 -07 22
Consumer Price Inflation , 24 13 36
Civilian Unemployment Rate 81 93 96
Interest Rates
30-year Fixed Rate Mortgage (%) 506 5.03 5.16
1-year Adjustable Rate Mortgage (%) 488 484 475
10-year Treasury Note (%) 275 330 353
Housing Market
Existing Sales (Thousands of Units) 4583 4757 5290
New Sales (Thousands of Units) 338 372 407
Median Existing Home Price Change (%) 5 7.3 41 22
Mortgage Market
Single Family Originations (Billions of $) 400 570 540
Refinancing Share (%) 75 71 55
ARM Share (%) 3 3 5

Q4

4.0
3.2
10.0

4.92
4.42
3.46

6035
370
-5.5

440
64

Q1

25
15
10.2

5.15
4.45
3.75

5350
425
-7.3

370
60

2010

Q2

1.9
1.0
10.3

5.50
4.50
3.85

5800
460
4.1

510
50

Q3

2.9
13
10.1

5.45
4.60
3.95

5400
530
25

470
43

Q4

35
1.7
9.8

5.90
4.80
4.30

5700
600
-4.0

350
40
10

2011
Q0L Q2 Q3 Q4 |2008 2009 2010
33 35 38 42|-19 03 27
18 19 20 21| 38 -03 23
95 92 90 88| 58 93 101
600 610 620 650|604 504 550
520 560 590 620|518 472 478
450 470 490 510 | 367 326 3.96
5750 5850 5900 5950 | 4913 5166 5563
620 640 650 680 | 485 372 504
15 55 30 -35|-90 -127 -03
360 500 460 370 | 1600 1950 1700
39 37 35 34| 5 6 48
11 12 13 14| 7 4 9

N
—
[N

3.8
2.3
9.1

6.20
5.80
4.80

5863
648
25

1690
36
13

All forecasted values are in bold

1 Quarterly = annualized percent change ; Annual = Q4 / Q4

2 Quarterly = annualized percent change ; Annual = Year Avg. / Year Avg.

3 Quarterly = percent change ; Annual = Year Avg. / Year Avg.

Cautionary Statement:

Statements in this document that are not historical facts, or that relate to future plans, events or performance are "forward-looking™ statements within the meaning of the
Private Securities Litigation Reform Act of 1995. These forward-looking statements include our expectations with respect to the economy, employment trends, interest
rates, governmental policy, and the housing, financial, and mortgage markets. Readers are cautioned that forward-looking statements by their nature involve risk and
uncertainty because they relate to events and depend on circumstances that will occur in the future. Many factors could cause actual results and developments to differ
materially from those expressed or implied by forward-looking statements. Such factors include, among others, national or regional recessions, credit market disruptions,
changes in interest rates, housing prices and employment rates, foreclosure trends, financial and mortgage market performance, and regulatory and legislative developments.
Other risks and uncertainties are discussed in our SEC filings, including our Annual Report Form 10-K for the year ended December 31, 2008 (in Item 1A) and our

quarterly report on Form 10-Q for the quarter ended September 30, 2009, filed November 9, 2009. We undertake no obligation to update forward-looking statements.
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