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About Zillow Real Estate Research
In-depth research and monthly reports
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U.S. home values continue to regain value lost since 2007
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But the ra

te of appreciation has been slowing since 2014
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Home values in Seattle and Spokane are increasing

Zillow Home Value Index
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Denver, Dallas and San Francisco have seen the biggest annual gains in

home values
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Kennewick, Oak Harbor, Wenatchee have seen strong gains in home
values
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Nationally, rental growth is outpacing home value growth
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Denver, Portland and San Francisco are seeing double digit annual rent

gains
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Washington annual rent gains
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U.S. for-sale inventory bottomed in April 2015, but has risen since

2.3M
2.2M
2.TM
2.0M

1.9M

For-Sale Inventory

1.8M

1.7M
Peak to Peak to Year-over-

1.6M trough current year 1,565,330

-36% -33% -6%

1.5M
2010 2011 2012 2013 2014 2015

-
2

Source: Zillow (August 2015),
Seasonally Adjusted

Zillow




The U.S. top tier has seen higher numbers of for-sale homes
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Inventory is down in both Seattle and Spokane

Seattle Metro

24.0K-

22.0K-

20.0K-

18.0K-

—_— —_—
o
o o
A

For-Sale Inventory

12.0K-

10.0K-

9,301

2010 2011 2012 2013 2014 2015

Spokane Metro

4.2K’
4.0K-

3.8K-

3.6K-

3.4K-

3.2K-

3.0K-

2.8K-

2.6K-

,700

2010

2011

2012 2013 2014

Source: Zillow (August 2015),
Seasonally Adjusted

2015

-~
A

Zillow




There are more homes for-sale in the top-tier in Seattle than in the middle or

bottom-tier

15

9K-

8K-

7K

bK-

5K-

4K-

3K-

2K-

TK-

0K

2010

2011 2012
B Bottom Tier

2013
W Middle Tier

2014 2015
© Top Tier

Source: Zillow (August 2015)

-~
A

Zillow



Spokane has consistently had less entry-level homes listed
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Nationally, homes listed for sale are selling more quickly than in the past
few years (listing to sale)
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Homes for-sale in Seattle and Spokane have been selling quickly too
(listing to sale)
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Existing home sales were down in August, but new home sales beat
expectations
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MORTGAGE RATES AND FINANCING
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Mortgage rates are highly influenced by outside factors, and have yet to

rise meaningfully in 2015
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Access to credit decreased from the end of 2014 to 2015 Q1
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All-cash purchases make up a large part of the market in Florida, Ohio

and Detroit
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MORTGAGE AND RENTAL
AFFORDABILITY
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Nationwide, the share of income spent on a mortgage is well below
historic norms

30%
25% Average Rent Affordability
mE | | "A EEEEEEEEEEEEEEEEEESR EEEEEER EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
1 \/
Average Mortgage Affordabilty
20%
WY
15%
1990 1995 2000 2005 2010 2015
Percent of income spent on mortgage or rent payments
30%
. 2904 24%
21% 179% 19% ()
15%
Average Mortgage ~ Mortgage Affordability ~ Forecasted at5%  Forecastedat6%  Forecastedat7%  Average Rent ~ Rent Affordability
Affordability Rates Rates Rates Affordabililty
1985-2000 1985-2000

-~
A

25 Source: Zillow (2015 Q2) Zi"OW




Rents in Seattle keep creeping up and squeezing rent affordability
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Buying and renting in Spokane is more affordable than the historical
average
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Mortgage affordability in the largest metro areas
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Rental affordability is lower than it has ever been in many markets
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NEGATIVE EQUITY
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The U.S. negative equity rate has fallen to 14.4%, but remains much
higher in some areas

Source: Zillow (2015 Q2)
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Negative equity in Washington is the highest in Lincoln and Grays
Harbor counties

Source: Zillow (2015 Q2)




Condo owners are more likely to be underwater than single-family
homeowners in most large markets
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Homes in the bottom tier are more likely to be underwater
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Seattle has higher negative equity rates among condo owners and
entry-level homeowners

Seattle Negative Equity by Home Type
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DEMOGRAPHIC TRENDS
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Household formation has picked up, a sign demand for housing will
continue to be strong
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Vacancies and Homeownership (CPS/HVS)



Millennials have positive views of homeownership

Owning a home is Owning a home is : :
. , , Buying a home is the best
necessary to live the good necessary to be a Owning provides a person )
. : long term investment a
life and the American respected member of more freedom
. person can make
Dream society
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But millennials are delaying home purchases, as they are delaying
marriage and having children

80%

75%

70%

65%

60%

55%

50%

45%

40%

35%

30%
25%

1977

1979

1981

1983

1985

1987

1989

1991

1993

1995

1997

1999

Trends of 23 to 34 year-olds
W Homeownership rate
M Percent ever-married

2001

Percent with children

2003
2005
2007
2009
2011
2013

-~
A

Source: Zillow analysis of U.S. Census
Bureau CPS Survey data 1995-2013, IPUMS
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Doubling up is a common strategy to cope with increasingly expensive

housing costs

3204 M % of All Adults Living in Doubled-up Households 32%
Percent of Income Spent on Rent
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26% 6%

25% 25%
25%

24%

24%
23%

1988 1990 1992 1994 199 1998 2000 2002 2004 2006 2008 2010 20122014

Source: Zillow analysis of U.S. Census Bureau
Decennial Census and ACS data, IPUMS
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Since 2005, newly formed households have tended to rent
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Comparing first-time buyers now and then (early 1970s)

1970-1974

 Rented on average for 2.6 years before
buying

« Were 30.6 years of age

* Households included 3 people

* Purchased a home worth $87k in
today’s dollars

* Income was $53k in today’s dollars

2010-2013

Rent on average for 6 years before
buying

Are 32.5 years of age

Households include just 2 people, so
no children yet

Purchased a home worth $140k in
today’s dollars

Income is $54k in today’s dollars

Source: Zillow analysis of University of
Michigan Panel Survey of Income Dynamics
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Condos make up more than 40% of first-time home purchases,
compared to 28% in 2001
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Home value growth is expected to slow further in 2016
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Next year, metro area home values are forecasted to rise
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