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DEFINING THE ECONOMIC GEOGRAPHY OF NEW JERSEY

Devils v. Flyers? Giants v. Eagles??  Taylor Ham v.
 New Jersey's Muddied Middie Pork Roll?!?

NHL Playoffs
2010

mr

Bordentown

A Devils & Flyers’ fan guide on what exit is it safe
to get out at on the NJ Turnpike.

Source: Blogspot.com Source: Philadelphia Inquirer Source: NSJersey
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HOW WE DEFINED IT...AFTER EXTENSIVE CONSULTATION

&=Northern

BU RLINGTON

CUMBERLAND

Source: city-data.com
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ECONOMIC GROWTH TO CONTINUE IN 2016...BUT THEN...

GDP Growth and (Long Run) Forecast

Source: Economy.com
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FURTHER REDUCTIONS IN UNEMPLOYMENT UNLIKELY

Unemployment Rate and Forecast

Source: Economy.com
United States New Jersey North Jersey
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POSITIVE BUT DIMINISHING JOB GROWTH
Job Growth (Annualized %) Rate and Forecast
Source: Economy.com
United States New Jersey North Jersey |
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JOB RECOVERY SINCE GREAT RECESSION

A Long Housing Bust
Home prices in most areas of the country have
recovered significantly from the post-bubble lows.

But jobs related to housing still struggle. Overall, Real estate escrow,
. . . . ¢ listing, fiduciary, other
jobs in construction and real estate have declined by // Sorvices
19% since the recession—hundreds of thousands AN 7
more than health care has added. / W/ '\‘/‘-/
~
jer J . .
B (aeneral contractors for
Building materia new apartments and
iH.* CoNnaos L\}
yme furnishing stores
For-sale home builders
General contractors for
new homes
. . mn
< Lower Wages Wages Paid by Industry Higher Wages >

Source: NY Times
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WAGE GROWTH CONTINUES ALONG LONG RUN TREND

Average Weekly Wage, Total ($) Growth

Source: BLS
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PERSONAL INCOME STILL RECOVERING FROM RECESSION

Total Personal Income($M) and Forecast

Source: US BEA and Economy.com

United States New Jersey North Jersey | \

US Total Personal Income( $ M)

$800,000 2
$20,000,000 , %
e @
’ $700,000
~$170k per person 2 . ’ c<
over their lifetime. ,’,/’ =
’,” $600,000 2
$15,000,000 ’ 2w
© £
$500,000 © 3
e £
O o
O c
$10,000,000 _-= $400000 £ 0
o’ = o
-’ ©n
$300,000 < —
=8
O ®©
s
()
$5,000,000 $200,000 @
=
(]
$100,000 <
$0 $0
O 1T AN MNMTJTLUOL OMN~NMNOODOOO A NMNMTITULON~NDOODOAANMSTL OMN~OWO O
[N NeoNoNo NoNoNoNoNoNeolNolNolNololNollolhoRe e R B B B B R U U U U s
[oNoNoNoONoNoNOoONoNoNoNeoNeoNoNoNoNolNoolohohohohoNolololNolololNolo
e e e A A A AN AN AN AN ANNNANANNNNNANANNNNNNN



12 March 2016 | Atlantic Builders Convention Meyers z
RESEARCH ZONDA

I-RATES HEADED UP, BUT MODESTLY AT FIRST

30-Year Fixed-Rate Mortgage and Forecast

Source: Freddie Mac & TradingEconomics.com
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CONSUMER SENTIMENT UP...FOR NOW
Index of US Consumer Sentiment

Source: University of Michigan Survey of Consumer Sentiment
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NJ HOUSE PRICES STILL RECOVERING FROM RECESSION
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HPI

Source: Case-Shiller
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MEDIAN PRICES IN NJ HIGHER THAN US, BUT RECOVERING

Median House Prices
Source: Ziltow

United States New Jersey North Jersey
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MEDIAN NEW HOME PRICES CLOSE TO OR ABOVE PEAK
Median Sales Price of New Homes

Source:-Zonda
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PRICE PREMIUM OF NEW HOMES UP SIGNIFICANTLY

"Price Premium": Ratio of New to Existing Home Prices

Source: Zillow and Economy.com
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HOUSING (UN)AFFORDABILITY TRENDING UP...
Housing Affordability

Source: Zillow and Economy.com
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UNAFFORDABILITY UP => HOMEOWNERSHIP DOWN

Home Ownership Rate

Source: U.S. Census Bureau
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EXISTING HOME SALES RECOVERED, BUT NOT NEW HOMES

US New v. Existing Home Sales

Source: Zonda
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BUT OVERALL HOME SALES IN NJ STILL STRUGGLING

NJ New v. Existing Home Sales

Source: Zonda
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NJ INVENTORY WELL ABOVE NATIONAL AVERAGE

Months' Supply of Homes for Sale

Source: FRED
United States New Jersey North Jersey
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FORECLOSURES IN NJ LAGGING NATIONAL TREND

Foreclosure Rate

Source: Zillow (Homes Foreclosed (Out of 10k Homes))
United States New Jersey
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North Jersey

12.0%

10.0%

8.0%

6.0%

4.0%

Feb-09
Sep-09
Apr-10
Nov-10
Jun-11
Jan-12
Aug-12
Mar-13
Oct-13
May-14
Dec-14
Jul-15



March 2016 | Atlantic Builders Convention Meyers z ZONDA

NJ FORECLOSURES REMAIN HIGH

Foreclosure Rate

Source: RealtyTrac

FORECLOSURE RATES FOR NEW JERSEY February 2016

New Jersey

1 in every 675

Top 5 Counties US averageis 11in
Atrlljnflzv 297 every 1’346.

C;mden )

by NJ has 1 in every 675

1 in every 390

Homes in foreclosure.

Gloucester
1 in every 433

Salem Camden

Gloucester NJ currently has the 2nd-
Salem .
B som highest foreclosure rate
In the US, after MD.

Add this map to your website.

GET EMBED CODE

Foreclosure Actions to Housing Units

1 in 297 Housing Units 1 in 1,831 Housing Units
B

High Med Low



March 2016 | Atlantic Builders Convention

Mevyers
RESEyARCH z ZONDA

US NEW HOUSING CONSTRUCTION STILL RECOVERING

US Building Permits

Source: US Census, Moody’s, Zonda by Meyers Research
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MULTIFAMILY HOUSING CONSTRUCTION IN NJ ROBUST!

NJ Building Permits

Source: US Census, Moody’s, Zonda by Meyers Research
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PRODUCT MIX SHIFTING TO MULTIFAMILY IN US AND NJ

Pct. of Residential Building Permits Allocated to Multifamily

Source: US Census, Moody’s, Zonda by Meyers Research
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MAP OF NEW HOUSING CONSTRUCTION BY #UNITS

New home construction [ .o @’ il Talio | Sk
is currently concentrated [T oy Fagm gy st
in the population centers ""\«"" M e i
and/or around major = N\ o A Fue W%E
infrastructure that gives |7, 2= ™ B il s

commuters access to
employment centers.

Total Units Planned

@ >180
91-180
46 -90
21-45
<20

(] Boundary

| Created by Kevin C.Gillen, Ph.D |

s 009

Units are sized by the quintiles of the distribution of
Total units planned . Hence each of the five

% \ categories covers exactly 20%of all units.

T Léwes

;Rd\obolh Beach Contentimay notreflect Nationsl Geographics curentmap policy. Sources ™ S O u rce : ZO n d a
-

Nationsl Gecgraphic, Esri Delame, BERE, UNEF-WEMG, USGS, HASA)
g\ ‘ ESA METI NRCAN GEBCC, NOAA ingement £ Corp.
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MAP OF NEW HOUSING CONSTRUCTION BY PRICE

- & ZoNDA

But higher-priced new
construction is clearly
concentrated in the

‘select areas of the
Jersey Shore.

Price($) Per Sqft
$250
$201 - 250
$181 -200
$151 -180
<$150

[Jeoundary

Created by Kevin C.Gillen, Ph.D

| Sales are color-coded by the quintiles of the
distribution of $Price/Saft. Hence each of the
five categories covers exactly 20%of all sales.
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HOMEBUILDER SENTIMENT UP IN BOTH US AND NJ

Housing Market Index

Source: NAHB

United States North East Region

90
80
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40
30 The Index represents the current
sentiment of U.S. homebuilders. The
index is computed via a regular monthly
20 survey of homebuilders. An index value
above 50 indicates that more builder are
10 optimistic than pessimistic, while an index
value below 50 indicates that more
builders are pessimistic than optimistic.
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NJ POPULATION IS GROWING, AND WILL CONTINUE

But at a much slower rate than the national average: 1.9% v. 4.1%

Source: State of NJ Dept. of Labor and Workforce Development

New Jersey Population: 1900 to

2032

5 10 : :
2 g — Pop.ulatlon projected
= 5 to hit 9.7m by 2032.

6

5

4

3

2

1

\@QQ \9‘19 @b@ S S & X g &

S S S Rate of Population Growth
US and NJ: 2000-2032

7.12%
7.90%

But NJ’s growth rate is roughly 9.71% W 2022-2032
half the national average. ™ 2012-2022
m 2000-2010

:-
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PROJECTED GROWTH BY COUNTY

Population growth in NJ
IS projected to be
highest in the outer
suburbs of NYC.

Source: State of NJ Dept. of Labor and

Workforce Development

Projected Population Growth: 2012 to 2032
by County

Projected Population Growth by County

I no Growtn
[ Less than 5.0%
[ |50%to79%
[ s.0%to 11.9%
I 12.0% or Higher

New Jersey: 9.0%

Data SourcecDivision of Economic & Demographic Ressarch,
Foputation & Labor Force Projections: 2012-2032

Frepared by:

HNew Jersey Department of Labor and Workforce Development
Divislon of & Demographic F

ADH 2015
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NJ’S POPULATION WILL GET OLDER AND MORE DIVERSE

Source: State of NJ Dept. of Labor and Workforce Development

Age Distribution of NJ's Population:  NJ’s Projected Population Growth
2012 v. 2032 Rate by Race: 2012-2032

2012 §|

79.7%
® Under 18 80% -
m18to 64
65 & over 60% 50.8%9%
39.7%
40%
20% - 13:8%—
2.1% .
. 0% e T T T T
White Black Asian Others 2+Races Hispanic
2032 = Under 15 g
B 18 to 64
65 & over

Age 65+ will be the fastest-growing age ~ Minorities of all ethnicities will be the
group in NJ. fastest-growing group in NJ.
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DEMOGRAPHIC SHIFTS WILL AFFECT HOUSING PRODUCT

Aging/Graying of the NJ Population: B T -

Existing homes: “aging-in-place” retrofits

New homes: elderly-friendly amenities, Multi- %

generational housing
New communities: restricted age MPCs

Diversifying of the NJ Population:

Multigenerational housing
In-home shrines

“Vaastu Shastra™ Hindu, positive flow:
symmetry, even numbers, NE v. SW

Orthodox Jewish households: kosher
kitchens, separate study/office

Muslim households: mudroom, library,
separate reception areas and no dog baths!
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DEMOGRAPHIC SHIFTS WILL AFFECT JOBS

U.S. BLS Employment Projections
2015-2025:

« Jobs in healthcare will be
fastest-growing employment
category

« Will generate 9.8m new jobs; a
6.5% increase.

U.S. Employment Growth in Healthcare and All Other Industries, 20!

g

125

- -
= N
w (=)

/

Indexed Employment (2003Q1 = 100)
e
o

E\
\

[}
w

mmmmmmmmmmmmmmmmmmmmm

mmmmmmmmmmmmmmmmm
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Implications for housing?:

 Will account for 18% of GDP,
up from 15% in 2004.

Healthcare
... jobs continue
to rise! _

Metro areas with large percentage of
health care employment and/or
retirees.

Housing and community design for
the elderly.

What will happen to the housing stock
that recent retirees leave behind?
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NJ has among the highest construction costs in the US.

Source: USBLS
Annual mean wage of construction laborers, by area, May 2014

Annual mean wage

O $16.870 - $27.510 [ $27.540 - $31.680
W $31.720 - $37.550 W $37.600 - $57.120

Elank areas indicate data not available.
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CONSTRUCTION COSTS

NJ also has some of the most extensive land use
regulations in the US.

Source: Wharton Real Estate Department, University of Pennsylvania

Land Use Regulation Index by County

@ 215--109 @ -1.08--064 @ -063--022 @ -021-0.33 @ 0.34-4.34
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LAND SUPPLY

NJ is the most built-out State in the US

Source: NAHB

95% of New Jersey’s population
IS classified by the US Census
as living in an “Urban” area.

Only 17% of land in New Jersey
IS either farmland or preserved
greenspace.

=> Land is not only increasingly
expensive, but assemblage
opportunities becoming
Increasingly rarer.
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CONSTRUCTION COSTS: HIGH AND GOING HIGHER

Construction Employment in US

. 1804
Current construction 5
employment is at its historic 3 160
average, so there is little slack E 1
in the labor pool of workers to 7 140-
draw from without putting -
further upward pressure on = "
Wages. T I I T I I I I I T I I
92 1994 1996 1993 2000 2002 2004 2006 2008 2010 2012 2014
Labor costs are leading the growth in construction cost. Manth
iy i ( A ) 2700 Consequently, the forecast is
-Materials Cost . - . .
Y / for increased construction
[} 22000

8000
17000

12000

: 7000
0 R e N e e S

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

CCl: 20city average of common labor rates plus matenal inputs

sjyauaq abuuy snid abem uociun :xapur JOGe| UoWWOof)

Scourcec JLL Research, ENR, Gltene

(N1

costs.

Source: BLS and Jones Lang LaSalle
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PROPERTY TAXES

Another Perennial Issue in NJ

Source: Asbury Park Press 1/10/16

 New Jersey’s property
it ' taxes increased by their
fastest rate in four years
pOZUU in 2015!
AvVerage properiviax:
m/;.:‘UJ 'JU'J‘V‘é:{:'!.éE. « NJ already has highest
= s P o L average property tax

m.mmmommm burden in US.

B . « Average increase of 2.4%.
Townships experiencing the biggest increases:

* +12.5 % in Seaside Heights Tvpi :

. ical bill rose by $193.
* +11% in Mantoloking yp y$
* +8.5% in Deal

«  +8% in Asbury Park and Eatontown » Counties experiencing the

e +7%in Lakewood biggest increases:
* +6% in Toms River Monmouth and Ocean
* +4% in Freehold Township and Marlboro counties.

* 3% in Long Branch, Middletown and Stafford.
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COST OF OWNING V. RENTING

Recent rent inflation has reduced the own-v-rent premium:

Source: Zillow and Zonda

Monthly Cost of Owning v. Renting in 4-County Area

$2,050

51,850 .
S§,800
The difference in cost between
o7 owning v. renting in NJ is near
a historic low.
$1,700
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MILLENNIALS

Millennial demographics favor them switching from renting
to owning in the near term.

Source: US Census Millions
Homeland Generation X Baby Boomers
> I Generation (1965-1980) (1946-1964)
(2005-Present) Silent
Generation
(1928-1945)
There is currently a
wave of 1 million people
that will turn 31 over
the next seven years!!
1 1 | 11 AN ) A2Ll
1 6 11 16 21 26 31 36 41 46 51 56 61 66 71 76
Age
- 31is the most common age at when Americans buy their

first home.

- But: their personal finances and risk-aversion to housing
remain significant obstacles, along with NJ’s unaffordability.
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PRODUCT SHIFT TOWARDS MULTIFAMILY

Forecasted Percent Increase in Number of New
Housing Units by Product Type in NJ
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Single-Family Multifamily
Associated with Millennial’s preference for walkability,
urban density and diversity, and access to transit.

Source: US Census
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SUMMARY OF CYCLICAL FACTORS

Economy:

« Growth in economy, jobs and incomes projected to continue in the
short term...but for how long?

* Interest rates headed in only one direction: UP

« Consensus is for 30-Year FRM to be 5-6% before 2018

« Consumer confidence currently up...but long-term trend is down.

Housing:

* Prices in NJ have largely recovered from losses during the
recession, but not completely.

« Unlike the US, sales of both existing and new homes remain
below pre-recession levels.

« New construction still below historic norm, but trending up.

« Multifamily as a % of new construction at all-time high.

« Current inventory and foreclosure levels are exceptionally high.
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SUMMARY OF STRUCTURAL FACTORS

Scarce land, high construction costs and high taxes will continue
to make housing affordability an issue in New Jersey.

Demographically, NJ will grow slowly, but get older and more
diverse.

Jobs in health care will be a fast-growth sector.

Shift in preference towards multifamily...but is this short-term or
long-term?
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WHAT TO EXPECT

Outlook:

« 2016: more of the same...but at a decreasing rate.

« EXxpected to be a decent year, but outlook starts to become more
pessimistic into 2017.

« Slowing in both sales and price appreciation

* Most economists believe we are closer to next recession than we
are from the previous one.

* But, next recession expected to be significantly milder than the
previous one.

What Should | Do?:

« Take advantage of relatively favorable conditions in 2016.

* Prepare for next downturn: capital position, financing, inventory, etc.
Get a loan or line of credit now...not later!

« Remember: Wall Street is currently incorporating expectations of a
recession into their current underwriting

« Position yourself to take advantage of long-term demographic and
employment shifts

« Structural Issues: Need to be addressed to improve affordability
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THE BOTTOI\/I LINE

« 2016 may be the last year you have the wind at your back for some
time.
« NJ will continue to be one of the more challenging regions in the US to
be a homebuilder.
« Structural obstacles may be large...but they are self-inflicted (and
hence, can be changed).
Old saying in public finance: “Cities don'’t die of natural causes, they
commit suicide.”

« BE SMART!!:
Short-term: arrange for financing and a good capital position in
preparation for the next downturn.
Long-term: strategize carefully to take advantage of a
changing demographic and employment landscape.
Get Involved: influence and affect public policy through your BIA/HBA

Lastly...if you REALLY want to kickstart the NJ
housing market...
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Push your own Millennial off your
couch and into the real world!!!
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Thank you!!!
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For any questions or further information, please contact:

Kevin Gillen, Ph.D.

Chief Economist, Meyers Research LLC
kaillen@meyersllc.com
215.880.6630

Giovanna E. Pergola

Regional Sales Director, Zonda
gpergola@meyerslic.com
732.995.3848

Thank You!
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