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« Building beyond demographics
» EXxodus of speculators in many parts of the country

» Affordability (real income growth — price - and mortgage
availability all have an impact)

* Rapid price appreciation and seller denial
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- Chicago Inventory Supply
June 2006 5.9 Month Supply
June 2007 8.2 Month Supply
June 2008 10.4 Month Supply +76%
- Chicago Inventory Demand
June 2006 13,557 Sales
June 2007 12,225 Sales

June 2008 10,122 Sales -25%

Why has demand fallen so dramatically when Interest rates, and employment are at historically high lev  els?
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It's not supply and demand — it's demand
There is not always a market for every property

Buyer incentives are critical to creating demand by helping
properties stand out in crowded markets

Typical incentives include mortgage buy downs, closing cost
assistance, repair allowances

We have to go out and find the buyer — fisherman fish for a
reason — rarely do the fish come knocking at their door
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In a buyers market ...... :

* Buyers look for value — properties must be properly priced

 There is market resistance to properties that need
updating or repairs

* Mortgage availability and terms are greatly diminished
* Need to create affordability
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Attracting a Buyer — Things to Consider

How can we highlight the homes positive features
Critical to address negative features immediately
Listen to what potential buyers are saying — they are the market

Price it right, use incentives and don’t forget condition
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Differentiating a property in the marketplace

* A recent WRRI study showed that the use of incentives from
the onset of marketing, when combined with proper pricing,

can decrease marketing time by up to 70 days resulting in
lower overall costs.
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Bank Owned and Corporate inventories growing.
- 252,000 foreclosure notices in June. Up 53% from 20 07
- 2.2 million vacant properties in the US

- 11 month supply of resale inventory and 10.5 month supply of new homes

Analysis conducted by Moody's Economy.com, indicates that price declines will exceed

10 percent in 86 of the 379 largest US housing markets through 2009

Program costs increasing and transferee’s disenchanted

Many clients implementing “Next Practice Strategies” to avoid inventory build-up.
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Relocation Policy Best Practices
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Leadership for Workforce Mobility
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Always Obtain two Broker Market Analysis reports (B MAS)

. Critical to establish a realistic list price

. Provides employees with data to support home marketing strategy
. Sets realistic expectations, provides feedback to employee about
market conditions

. Provides insight about the market conditions of the property to
the Relocation Counselor
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Enforce list price guidelines - require price adjust ments as necessary

29% of respondents to a recent ERC survey restrict employees from listing
their homes for more than 105% of BMA or Appraised Value

57% of respondents “encourage” employees to adjust price if home doesn't sell
during employee marketing period

Only 6% require employees to make price adjustment,
a strategy that can increase buyer interest and offers
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Introduce employee incentives to help create a mark et

« Offering incentives to employees who can achieve a quick
home sale helps overcome tendency to overprice

 53% of respondents offer incentives or bonuses

« Ofthese, 33% offer a percentage of the home sale price

rather than flat dollar amount

« Link eligibility to mandatory use of home marketing,
guidelines for broker selection, pricing, and/or repairs
and improvements
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Offer buyer incentives to create demand

48% of survey respondents offer buyer incentives once home
IS In inventory, when it’s too late

Buyer incentives critical to “creating demand” by helping
employee properties stand out in crowded markets

Customized incentives may include mortgage buy downs,
taxes, homeowner association dues or repair allowance...
whatever is deemed most effective for that specific property
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Require employees to present all offers

In a depreciating market, the first offer is often the best offer

Better to take a loss on sale early on, rather than compound

your carrying costs and loss on sale later

 Encourages continuous communication with the Counselor
who can report back to the client

 87% of companies consider offers below Appraised Value

offer (as low as 95%)
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Gather the facts: rely on your relocation supplier

Real Estate is local: What is the situation specific to your property?
Confront the reality that offers tend to go lower versus higher
Reassess appraisals and BMA'’s

Price is by far the most important factor

Don’t let emotion enter the decision process

Making tough decisions early in the process leads to better overall cost
containment
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Housing Market Outlook
— Resale Market
— New Home Market

Resale Price Trends — Five Major Centres



Real GDP Growth - Canada
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Leadership for Workforce Mobility

Canadian economy will grow at slower
rate in 2008 and recover some strength in
2009.

High Canadian dollar and sluggish U.S.
economy hold back export growth in 2008.

Domestic demand will remain strong.
Consumer spending will be supported by
low interest rates and strong labour
markets.

Corporate profits, low interest rates and
competitive pressures will drive business
investment.

Source: CMHC, adapted from Statistics Canada (CANSIM II)
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Source: Statistics Canada, CMHC Forecast
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« MLS® Sales moderating in most markets
e Listings on the rise

* More balanced markets mean slower growth in home
prices.

* Rising mortgage carrying costs and softening
consumer sentiment will cause demand for home
ownership to edge lower
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* A more balanced existing home market will mean less
spill-over of demand into the new home market

 Rising mortgage carrying costs and eroded consumer
confidence will soften demand for new homes

e Housing starts will trend lower in 2008 and 2009, b  ut
stay high from a historical perspective.
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- More listings and fewer sales bringing * Following several years of double-digit

demand and supply into balance. MLS® price increases, the pace of
growth will slow into 4 — 8 % range.
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* Downturn in sales to continue this year
before stabilizing in ‘09

e Look for more homes on the market

Sources: CREA, CMHC
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» More listings ease tight market
conditions
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 Prices were up 45 % in '07!

» Pace of price growth will remain strong
in '08 before moderating to just over 6
% in ‘09
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* Prices rose 7 % in 2007 and will
continue upward trend, but pace will be
more in line with inflation
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