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April 25, 2008
Lawrence Home Builders Association

Lawrence Association of Realtors

The purpose of this report is to update the Lawrence single family housing market index and provide
insight about and projects the demand for new owner-occupied housing over the next six months. This
index identifies key indicators and monitors trends influencing the Lawrence housing market so that
members of the Lawrence housing industry will be better informed and prepared to enhance the success
of the industry and the community.

This index is the fourth version (No. 4) and will be updated twice annually each April and October. This
index is presented in five sections as follows:

I. Key Lawrence Housing Indicators

Il. Lawrence Home Builders Survey Results — March 2008
Ill. Other Issues Influencing Lawrence’ Blew Housing Market
IV. Projected Housing Demand — 2™ Half 2008

V. Projected Housing Demand by Price Range
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The Lawrence new housing market continues to reflect regional and national trends in a dramatic decline in
the new home building market. The rate of decline in new construction of single family and duplex homes in
Lawrence through March 2008 from March 2007, 80%, is higher than the rate of decline in Johnson County
and nationally. The following Table A summarizes key indicators that are trending favorably and those
unfavorably from the point of view of the home building industry in the last six months to one year (depending

on the availability of data and data source). Detailed data behind these trends is presented in Table B.

Table A - Lawrence Home Market Trends April 2008

Favorable Trends

Major Unfavorable Trends

1 Unemployment rate continues to decline
from 4.0% one year ago to 3.7% in March
2008

1 Mortgage rates are continuing to decline

9 Total employment in Douglas County has
declined slightly from March 2007

9 Lawrence single family and duplex housing
starts in 2008 declined by 80% from the 1% 3
months of 2008 compared to 2007

9 The median price of sales price of new homes
and existing homes have declined reflecting
both a decline in average value and the weak
market for higher valued homes

Table B indicates the data behind these trends for the most recent reporting period (from three to 12 months). This
index reflects the highest number of down indicators since initiating this index in October 2006.
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Table B — Lawrence Housing Market Indicators

2007 2008 6 - 12 Month .

HOUSING INDICATOR 2006 2007 2006-07 (YTD) (YTD) 2007-08 Trend Indicator
Economic: Ok Change | Latest period /12 mos. Change A =3 vV =8
Lawrence MSA Total Employment 60,364 60,099 -0.4% 60,409 60,215 -0.3% slower growth v
Lawrence MSA Unemployment 3.8% 3.7% -0.1% 4.0% 3.7% -0.3% Decline A
Do.County Median Family Income $62,200 $64,700 4.0% $64,700  ------  ----- Not available --
30 Year Fixed-rate Mortgage 6.22% 6.18% -0.4% 6.14% 6.02% -0.12% Decline A
Kansas/Midwest Ownership Rate 69.5% 69.5%  No change 69.5% 71.3% 1.8% Slight increase A
New Home Starts:
Lawrence (SF & duplex units) 303 273 -10.1% 70 16 -80.0% strong decline vYy
DG.Co.(uninc.), Baldwin & Eudora 107 79 -26.2% 28 23 -26.3% strong decline vy
Johnson County, KS (SF units only) 2,489 1,860 -25.3% 447 261 -41.6% strong decline vy
U.S. (SF units only; in 000's) 1,385 1,409 1.7% 1,490 1,030 -30.8% strong decline vy
Average Home Sale Prices:
Lawrence Existing Homes $184,700  $178,100 -3.6% | $178,100 $161,200 -9.5% Decline v
Lawrence New Homes $244,600  $306,900 254% | $191,200  $161,100 -18.7% Decline v
New vs. Existing Difference $59,900  $128,800 115% $13,100 ($100) 100%+ Strong decline vy
Sources: KEY: Very favorable AA
U.S. Census; Kansas Department of Labor; HUD; Favorable A
HBA of Greater KC; City of Lawrence; Douglas County Appraiser; g:t:\leo(t);y‘;lgglznge
NAHB; NAR; RICHARD CAPLAN & ASSOCIATES. Unfavorable v

Very unfavorable vy
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Il. Lawrence Home Builders Survey — March 2008

An element of each housing market indexisaconf i dent i al survey of Lawrence’

planned housing activity. Based on the tallied responses, it is estimated that these results represent
approximately one-third of the current new home building inventory.

The results representap or t r ai t o hew bhame bugensénghie $ast six months and serve as a base
line every six months to offer insights and track trends among Lawrence home buyers. Highlights of the
March 2008 survey show the following:

a. Continuation of the decline of New Housing Starts — total responses report the number of housing starts to be
35 percent less for the next 6 months in comparison to the past six months.

b. Decline in Almost All Price Ranges Planned Homes — builders plan fewer new homes priced in all price
ranges with the exception of homes planned to be offered in the $700,000 and above price range.

c. The Percentage of New Home Buyers — The percentage of new homes buyers who are existing owners,
61%, is the lowest level among the four surveys reflecting that existing home owners are not moving to new
homes as readily as in the past.

d. High Percentage of Buyers Continue to be New to Lawrence — 62% of the new homebuyers continue to
report that their prior place of residence is outside of Douglas County including 34% from outside of the State
of Kansas. These figures reflect an increase in the total percentage of out of state buyers.

A summary of the March 2008 survey results are presented below in Table C.
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Table C — New Home Activity, Plans and Buyer Profile Survey Results — March 2008

New Home Construction Inventory and Planned Starts

Profile of Recent Home Buyers

Unsold Under Home Buyer Profile
and/or Construction/
Completed Planned Trend /
Home Sales Price Construction Starts Projected Prior Tvbe of Surve Survey Survey Clirrent
Range (October (next 6 Reside)r:l?:e: No 1y No.2 No.3 Period:
2007) months) (20(')6) (2007) (2007) S'l\Jlrviy
0.
Under $139,999 16 16 —_— Owner 90% 83% 79% 61%
$150,000 - $199,999 12 7 Renter 10% 17% 21% 39%
$200,000 - $299,999 21 7 v Prior Place of Residence
Lawrence/Douglas 55% 53% 53% 38%
$300,000 - $399,999 17 14 v Co.
$400,000 - $499,999 0 0 — Other Kansas 16% 29% 11% 28%
$500,000 - $599,999 0 0 —_— Outside Kansas 29% 18% 36% 34%
$600,000 - $699,999 0 0 — New Home Value is:
$700,000 and above 3 1 v Trade Up: 79% 94% 70% 90%
. . . Trade Down: 21% 6% 30% 10%
Total / Projected % 69 units 45 units v
Change (35%)
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Ill. Other Issues Influencing the Lawrence’s New Housing Market

In addition to national economic influences on the Lawrence housing market such as interest rates, the cost
of building materials and the national economy, there are dynamics in the community such as the opening of
a new public school, attracting a large new employer, etc. that will tend to influence both the local new home
building market and the economics to prospective buyers to purchase a new home in Lawrence.

In the next six months, low interest rates are not expected to offset the continuing decline in
local demand for new housing. A continued weak demand for new housing is expected to
continue in through 2008 in Lawrence given the number of completed unsold housing units
and existing single family housing units on the market.

IV. Projected New Housing Demand through April 2008

As a resul t of the indicators and current trends identifi

results of the March 2008 home builders’ survey, the demand for new single family and duplex units has been
projected for the period from April 2008 through October 2008.

The number of new units projected to be absorbed by the Lawrence housing market maintains an adequate

balance between supply and demand and is based on the following criteria:

i Littleornoimpactont he c i t jpccupiecovacaneyrrate,

1 A desire not to over build the market that could necessitate reductions in new home asking prices, and

1 Supplying the single family housing market with new product that maintains the average annual increase
in prices.
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Therefore, it is concluded that there is a demand for no more than approximately 55 to 60 new single
family and duplex units through October 2008. This projects a decline from 142 units built, or about

55 to 60 percent less, from the same six month period in 2007.

Table D - Single Family and Duplex Residential Permits: January — March 2003 — 2008

Year Single Family Units; Change over Prior
Duplex Units January thru March Period

Actual 2003 112 N/A

Actual 2004 86 (23%)

Actual 2005 64 (26%)

Actual 2006 93 45%

Actual 2007 70 (25%)

Actual 2008 16 (80%)

PROJECTED DEMAND 50 — 60 units

through October 2008 (55 — 60%)
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V. Projected New Housing Demand by Price Range

Based on the prevailing Lawrence housing market conditions and a combination of economic and housing

indicators, it is recommended that these 50 to 60 new single family and duplex units be targeted for the price
ranges presented in the following Table E. These projections will serve to maintain a healthy housing market

condition for Lawrence, Kansas.

Table E — Recommended Lawrence New Home Demand by Sales Price Range: Second Half 2008

Home Asking Sales Minimum Maximum
Price Range Demand Demand
Under $149,999 15 15
$150,000 - $199,999 15 15
$200,000 - $299,999 8 10
$300,000 - $399,999 4 8
$400,000 - $499,999 2 3
$500,000 - $599,999 2 3
$600,000 - $699,999 2 3
$700,000 and above 2 3
Total Projected Demand 50 units 60 units
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This Lawrence housing market index reflects data and information available as of the date of this report. We appreciate
the opportunity to provide this analysis on behalf of the Lawrence Home Builders Association and Lawrence Association
of Realtors and their members. The report is copyrighted but may be reproduced so long as the source is attributed to
RICHARD CAPLAN & ASSOCIATES.

RICHARD CAPLAN & ASSOCIATES
7301 Mission Road, Suite 100

Prairie Village, KS 66206

(913) 831-7166  fax (913) 831-6760

Comments or questions may be forwarded
to: lawrencehousing@aol.com
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