NORTHERN NEVADA LAND RUSH

What a change in the home building business the past 2 years! Only 2338 net new
home sales were recorded in 2007 for Reno/Sparks. This represents a 13% drop
from 2006 and a 47% drop from 2005 levels, making this the lowest number of
sales recorded since 1997. New home permits mirrored this trend dropping
to 1950 in 2007 from a high of 5300 in 2005. Spanish Springs again led the sub
markets in sales with over 800, followed by South Suburban with 639 sales. The
number of active communities dropped to 96 in 2007, primarily due to projects
going “inactive” versus selling out.

Unsold inventory has been gradually declining since it peaked in the third quarter
2006. It increased slightly in the 4th quarter of 2007, not from new construction,
but because of a further drop in sales volume.

The pricing of new homes as been one of the most dramatic indicators of a slowing
marketin Reno and Sparks this year. The average base new home price has dropped
below the 2004 average and is close to matching 2003 numbers in many product
categories. When comparing sales by price range, 69% of the market was under
$350,000 this year compared to 28% in 2005. Homes over $500,000 went from 20%
in 2005 to only 8% in 2007.

“The residential land market essentially shut down this last
year while house prices were falling” Mark Krueger

Land prices tumbled 20% in 2007 and over 36% since early 2006. Average land
prices have dropped below 2004 levels. With so few land sale comparables, these
values are more determined by calculating a land residual from current house
prices. Land as a percentage of the home price have climbed to the point where
housing projects are not feasible, reaching 33-35%. Appropriate levels need to be
in the 25-27% range.

What has happened to our land supply? Spanish Springs has double the number of
lots in active projects (finished lots and final maps) to other submarkets. A 3.4 year
supply exists in Reno/Sparks based on 2007 sales numbers. Spanish Springs also
led in projects coming online (tentative maps) but South Reno and North Valleys
are close behind! There is an 8.2 year supply of this product. North Valleys jumps
ahead of Spanish Springs in potential future projects primarily due to the Lemmon
Valley and Cold Springs expansions. Future projects represent a 15.8 year supply.

Land prices should drop another 10% this year but new home sales should
improve sl!ghtly to about 2500 in 2008. ‘Permlts /07 TOP 5 BUILDERS
should again stay under 2000 in 2008, keeping new
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EXPLORE OTHER LAND USES THAT ARE MORE e ne bply of rental apa S pecome the
VIABLE IN THE SHORT TERM!

Rental apartments, senior housing, retail, office
and inustrial are land uses with immediate
demand. The graph below shows where land uses
may be in the current cycle - residential is near
the bottom of the curve.

“We will have a demand for 2500+ new homes this
year...with many builders packing up, new construction slow-
ing to crawl and less than 3 months of standing inventory....

WHO WILL DELIVER THESE HOMES?”
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