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The Washington Economy:
Current Performance
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Annual Job Change
1991 — 2005
Washington Metro

Source: BLS,
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Washington MSA
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Source: BLS Household Survey
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Metro Comparisons
Job Change 1999-2005

15 Largest Metro Areas

Thousands
WASHINGTON

Miami
Phoenix
Northern Virgin
New York
Los Angeles
Houston
Philadelphia
Dallas
Minneapolis
Atlanta
Seattle
Boston
SF-Oakland
Chicago
Detroit
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15 Largest Job Markets
Job Change in 2005
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2004 - 2005
Job Change By Sector

Washington MSA
(Ranked by Size of Sector) (000s) Total = 64,700

Prof & Bus Svc
Federal

Educ & Hith Svc
St & Loc Gov
Retail Trade

Leisure & Hosp

Const

Other Svc

Financial
Information | -6,

Mfg

Wise Trade

Transp & Util

NEXT SLIDE

Page 9



Share of Washington
Area Economy
1970-2005
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What is Different
About The Washington

Area Economy?
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Total Federal Spending
Washington Metro Area
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Federal Spending by Type
1983 - 2004
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Annual Change in
Federal Procurement Spending
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Federal Spending in 2004:
U.S. and Washington MSA
($ in billions)

TOTAL PROCUREMENT

% Chg % Chg
03-04 03-04

Washington 11.4% 19.0%
Metro

68.6% of the 2003-2004 increase in Federal
Procurement nationally was in the Washington MSA

Source: US Census, GMU Center for Regional Analysis
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The Washington Area

Housing Market

So, given these dire speculations, examples and
experiences — do they have any relevance to the
Washington area housing market outlook in 20067?
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Housing Price Index 1995

Washington PMSA Q1=100
4th Quarter Each Year

Market flat in 90-97, and up 143% since.

NEXT SLIDE

Page 17



Housing Price Index
Annual % Change

Washington PMSA 199515100

4th Quarter Each Year

28-Yr Average (compound rate) = 7.0%

We experienced slight declines in 3 of those early 90’s
years, but the largest was — 1.3% in 1993. Note that
over the long term, the last 27 years, the housing price
index has increased at an average of almost 7% per
year — that’s a price increase we should keep in mind as
we think about what is “normal”.
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Metro Comparisons
Annual Percent Change in House Prices
2004 —2005 (3rd Quarter)

Percent

Phoenix

San Diego ) Conforming
Chicago Mortgages Only
Minneapolis
Boston
Atlanta
Houston
Dallas

Detroit

20

Steve showed the slide of job changes in the top 15
markets — well over the last year Washington has had
the 34 highest increase, topped only by Miami and
phoenix. (Note San Diego here is an increase of 11%
from 04-05, and it increased 28% from 03-04 — a
significant drop but not negative.)
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Metro Comparisons
Ratio of Median Value of New Housing to
Median Family Income — Q3 2005

LA

San Diego
SF-Oakland
New York
Boston
Miami

WASHINGTON

Seattle 3 In 2000 Washington

Phoenix

Chicago
Philly
Minneapolis
Dallas
Houston
Atlanta
Detroit

Source: NAHB/Wells Fargo, GMU Center for Regional Analysis

One question we have to ask concerns affordability. As
noted, we have gone from MVH/income ratio of 2.8 in
2000 to 4.3 in 2005. A significant increase, but we are
still more affordable than the West Coast, New York,
Boston, and Miami.
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Average Sales Price
All Housing Types

Washington Metro +119%

$ Since 1999
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Source: MRIS, GMU Center for Regional Analysis

Here is what has happened in average prices in the
metro area since 99.
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Average Sales Price Percent Change
Month-over-the-year, All types
2004-2005-2006
Washington MSA

To look more closely, here is the same month in 04
compared to 05. Largest % increase was in
February...a drop in June then back into the mid 20%s,
and since August has been dropping. Preliminary
December data for 05 has a price increase of
approximately 19% over 04. So prices continue to rise,
but not quite as fast.
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Average Days on the Market Change
Month-over-the-year, All Types
2004-2005-2006
Washington MSA

And days on the market is going up

NEXT SLIDE

Page 23



Total Unit Sales Change
Month-over-the-year, All Types
2004-2005-2006
Washington MSA

Sales, however, are dropping significantly...(Dec
preliminary is — 26% from 2004)

NEXT SLIDE

Page 24



MSA Total Housing Unit Permits
1980 - 2005

Projected
Demand
2005-2007

Average =
31,400/Year

And if we compare that need to historical supply, we
have only come close to producing that many units in a
handful of years over the last 2 /> decades.
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Dulles Corridor - Fairfax
Employment & Household
Forecast Growth, 2005 - 2030
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Source: COG Round 7, CRA
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Dulles Corridor - Loudoun
Employment & Household
Forecast Growth, 2005 - 2030

THOUSANDS
120

100
80
60
40

20

Employment

Source: COG Round 7, CRA
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Dulles Corridor - Fairfax
& Loudoun
Employment & Household

tHousanos  Forecast Growth, 2005 - 2030
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Source: COG Round 7, CRA
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Looking Ahead
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Economic Outlook (GRP) — 2010

Washington Area and Sub-state Portions
(Annual % Change)
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Employment Change by
Sub-state Region (000s)
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Housing Outlook for 2006 and 2007

Market will continue to cool —
returning to “more Normal’:

« 2006 Prices will increase in the
range of 6% — 12% compared with
20+% in 2005

- Sales volume will drop back to
2002-2003 levels (98-100,000
transactions)

- Days on Market rising to 45-55
average
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Local Threats
to the Forecast
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Local Threats to the Forecast

Global / National Forces
Labor Force Availability, Quality and Cost

Transportation Cost / Congestion
Federal Spending and Procurement Policy
BRAC

Housing Affordability and Supply
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mCenter for Regional Analysis

WWW.Cra-gmu.org
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