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Home building is a local industry, but with benefits and sethacks
stemming from outside variables across different parts of the country.
The RoyOMartin Board Brief lays out the stats for our customers in key
areas, namely the southwest region, so you can better understand the
many factors affecting your local market.

TRENDS WE ARE SEEING NATIONWIDE INCLUDE:

* Inconsistency ocross the board. Some  More uncertainty surrounding commercial
regions operating with steady and even real estate, especiolly over-built
increasing housing demands, while other office space. Now that we are proving
markets take o nose dive. our capability to work from home,

corporations question high rent spaces.
Hotels ond retail also o great concern.

* 22% drop in March housing starts (from
February), representing biggest MOM drop
since March 1984 * Construction delays

* 50% drop in home listings o “Should I buy o house?” trends on Google, up
+30% this quarter, with most searched city in
the southwest region being Dallas-Ft.Worth.

* First time single-family home buyers
entering the market. Those who have
capital are eyeing low 3.0% mortgoge « Steady pricing (inventory is still down)
rotes to toke the opportunity to “stay ot
home” in o larger space.

* New home building trends include his and
her office spoces and home gyms

MULTI-FAMILY TRENDS: NATIONAL UNEMPLOYMENT DATA:

e Construction delays ¢ 20.5 MM unemployed, or 14.7%
* Online leasing « Jobs crented since Great Recession = 22.7 MM
* 89% of tenants paying rent, e Unemployment in Great Recession = 8.8 MM

down only '_1'% from 83% of « Latest total unemployment COVID-19 projections = 25MM
tenants paying rent (Goldman Sachs)




Looking back on our positive projections for 2020, we can agree on one thing: we were
so dumb then. In moking data-bosed assumptions for first quarter of 2020, complete
economic fall-out due to global pandemic did not make our top ten list of market
concerns. Who knew schools, churches, universities, husinesses, hars, restaurants,
salons, and gyms would all close and that we would be adapting to stay-ot-home orders
with our kids and spouses all trying to use the some internet and office space.
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We are not without hope, however. We went into COVID-19 with the highest home
ownership level since 2013 of 65.3% nationwide. Personal savings rates are at 13%
(they were at 2.5% during Great Recession). We had pent-up housing demand.
Early on, construction was deemed an essential industry across the nation, with
very few exceptions. Construction companies were the largest recipients of the
federal PPP loan program, fueling more funds into our industry. Overall, the
housing industry is predicted to be the “least bad” sector of the economy. States
are beginning to reopen their economies, apartment-dwellers are looking to
transition to first time home buyers, and trillions of dollars have just been pumped
into the economy. We should all be looking for opportunities now. Consider Isaac
Newton, who, during the great plague pandemic of 1665, found himself sent

home from Cambridge for social distancing. What should have been an active

day in the classroom for him was instead a lazy day under an apple tree where
fate intervened and gravity was discovered. Already we are seeing steps toward
innovation in our industry. Homebuilders are offering virtual tours, multi-family
operators are leasing online, and realtors are using apps to give remote key access
to buyers for self-guided tours. In an industry that has been ripe for change for
years now, we should consider ourselves now effectively disrupted by this virus.
Let’s allow creativity, innovation, and entrepreneurship to reign in these uncertain
times so we can all be ready to serve our communities and our industry as we
recover from COVID-19.

- Amanda M. Vincent

LOW-RISK HOUSING MARKETS FOR COVID-13 IMPACT

* Dallas
* Austin
* Phoenix

* San Antonio * Most resilient

HIGH-RISK HOUSING MARKETS FOR COVID-19 IMPACT
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e Las Vegas

* Los Angeles

¢ Houston * Outlook not so good

STATES WITH HIGHEST UNEMPLOYMENT DUE TO COVID-19
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NEVADA: 25% Unemployment
LOUISIANA: 24% Unemployment

STATES WITH LOWEST UNEMPLOYMENT DUE TO COVID-19
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TEXAS: 11% Unemployment
NEW MEXICO: 12% Unemployment

Markets that rely heavily on
tourism and oil and gos are
expected to be the hardest-hit
markets. Low-offordability and
high tax regions are projected
to suffer as well.

Affordable regions with
lorge tech-sector presence
are expected to he the most
resilient to the negative
impacts of COVID-19




LETTER FROM BOBBY BYRD, DIRECTOR OF SALES

Here we are firmly rooted in 2020, making the best out
of o bad situation. | want to assure you that RoyOMartin
is toking every precoution to protect all employees,
vendors, and contractors who enter our facilities. The

medical team at our Legacy Health and Wellness Center

North American OSB Q1 saw production volume
increase slightly by approximately 1% YOY. 2019 Q4
saw an increase of 5.73 billion feet, up + 5% quarter
to quarter. 2019 OSB capacity was reported at 23.52
billion feet compared to 2019 at 22.9 billion feet.

Builder confidence rose as structural panel prices

MARKETS WITH POSITIVE NET MIGRATION
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AUSTIN
PHOENIX
LAS VEGAS
SAN ANTONIO

TUCSON

is prooctive in the health ond sofety of all of us, and we were on a steady incline in mid to late March

when COVID-19 started to curtail our progression.

are thankful for their services to our employees and their

Uncertainty led to anxiety as we all entered a world Compunies moving in + people moving in =

families at this time. higher housing demand = larger tax bose to

we could not have previously fathomed. Most of us
has never endured such a pandemic, but history has uid recovery
much to teach us. For a great history lesson, I highly
recommend the book “FLU: The Story of the Great

Influenza Pandemic of 1918” by Gina Kolata.

We started Q1 2020 with the best housing market that
we have had in quite a while. We could not produce
enough OSB panels to keep up with demand, especially

commodity 8 panels. By February the United States As I construct this letter, we are currently running

all locations with no scheduled down time. We are in

MARKETS WITH NEGATIVE NET MIGRATION
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SAN JOSE
LOS ANGELES
SAN DIEGD

Census Bureau estimated housing starts were at an

annual adjusted rate of 1.6 million units. the planning stages to take an annual outage at our

Oakdale OSB facility. Maintenance will require a full
Ending of Q4 2019 and early Q1 2020 OSB field

inventory was very low, and buyers were trying to

shutdown for seven days then reduced capacity for an

additional 14 days just before and immediately after

fill their supply pipeline for pre-sold jobs. Solid wood the outage.

(timbers) continued to enjoy the spring buy-in as home

centers remained open for business during nationwide While we are very appreciative of every blessing

stay-at-home orders. Plywood field inventories were that God gives us, we will be very happy to put

low with sales on an upward pace as some product COVID-19 behind us. In the meantime we will move

optimistically forward. We pray that you and your High tax areas + low affordability =

Californions move to Texas, Arizona,

items were in short supply.
families enjoy good health and prosperity. Enjoy

As reported by the American Plywood Association, the Board Brief and feel free to contact us with any and Nevada

North American structural panel production decreased . L
thoughts or sentiments on what you are seeing in

slightly overall in 2019, with the exception of Q4 seeing your area. Thank you for your continued loyalty and

an increase. Most of that decrease was in OSB, while . . .
support of this American company; we hope to see you

plywood remained somewhat steady in 2019 at 10.5
billion compared to 2018 at 10.8 billion

Very soon.




JANUARY 2020 MAY 2020
0SB PRICING YOY 0SB SHEATHING (SOUTHWEST) 7/16" PRICES NET F.0.B. MILL

US Southwest RL End-week

UP §25

%/msf as of 24 Arp 2020 (+9.6% YoY)
Original: 5/ msf

*0SB pricing on 7/16 0SB in southwest region from

April 2019 to April 2020. Chart from Random Lengths,
FostMarkets RISI

OCTOBER
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TEXAS

TOP MARKETS:

HOUSTON

60,357 PERMITS 21,331 STARTS

(up +0% YOY)

DALLAS

64,458 PERMITS 11,086 STARTS

(up +0% YOY) Dallos County
12,002 S5TARTS
Collin County
7,234 5TARTS
Denton County
1,632 STARTS
Rockwall County
1,231 STARTS
Koufman County

AUSTIN

(up +26% Y0Y)

SAN ANTONIO

12,885 STARTS

14,688 PERMITS



TEXAS ECONOMY:
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* Tech * Dil & Gos

e Healthcare e Manufacturing

e Distribution
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Before the pandemic, Texas homebuilders were in
for a record-breaking year with residential home
sales rising, especially in hot markets of Austin,
Dallas, and San Antonio. The state’s strong economy,
high demand for housing, and high wage worker in-
migration should help buffer some of the economic
fall-out from COVID-19.

The Austin office market is hot with record
occupancy. Forecasters predict the Austin office
market will be the highest growing nationwide

in 2020. Tech firms continue to flee California for
Texas, with Austin being a California fan-favorite.
The robust tech market in Austin should shelter it
from its exposure to the oil and gas industry. Austin
home sales continue to increase, multi-family is
on the rise with more than 25,000 units currently
under construction, and single home permitting
is up +11%. To fuel Austin’s economic boom, city
and state officials recently approved an $8 billion
redevelopment of I-35 through downtown Austin,
which will include lane expansion, pedestrian
thoroughfares, bike lanes, and boulevards, with
construction slated to begin 2025.

Economically, Dallas thrived in Q1 B.C. (Before
Corona). The health of its various industry sectors
and housing market should provide a shield for
effects of COVID-19 that few other regions will
enjoy. It is inevitable, however, that COVID-19 will
dampen what was Dallas’s incredible economic
outlook. B.C. (Before Corona) Dallas was growing

at rapid pace with 3.3% job growth in February.
Dallas and its outlying areas are hot markets for
office space, especially Plano, which is projected to
eclipse Dallas city-center office-related jobs within
the next five years. Fort Worth hosts AllianceTexas,

a master community development with 525
companies (Amazon, Mercedes, and Charles Schwab
included) and 61,000 employees, and is currently
only 50% complete. Housing was up +10% YOY in
February. The housing demand going into COVID-19
is contributing to home price increases, which is

not normally something one would expect during

a global economic shut-down. Q2 will reveal more
regarding effects of COVID-19 on Dallas housing; price
stagnation is expected but not a current reality. Dallas
single-family permits are currently on the rise, up
+4% YOY, while multi-family permits are down -6%.
High-end suburban home building is increasing with
builders offering four car garages, hardwood floors,
quartz countertops, and high-end appliances making
resale homes a more difficult sell. According to the
Global Luxury Market Insight Report, Ft. Worth is one
of the top five luxury residential markets to watch in
2020, due in large part to outmigration of businesses
and sophisticated work-force from high-tax states.
Fort Worth’s business-friendly environment helped
the city grow 20.2% this past decade, outpacing
Texas’s overall 14.1% population growth.

Houston was on fire with home sales early Q1 B.C,
up +13% YOY. Permits were up +4% YOY. COVID-19
however is expected to lower Q2 initial home sales
and permitting projections. Being heavily reliant

on oil and gas, Houston will experience more
unemployment and economic pain than other major
Texas cities. Houston office space remains widely
vacant at only 81% occupancy and roughly a 12 year
supply on hand. Considering the current oil crisis
and that industry’s occupance of much of Houston’s
current offices, office space in this region could be

in for extreme hurt. Multifamily is trending towards
being overbuilt, so permits are expected to slow
in Q2.

San Antonio’s expansion and diversification

of its economy from military and tourism to
include medical research, tech, cybersecurity and
manufacturing will help soften the blow from
COVID-19. The area has already seen layoffs from
the oil and gas sector, and wage growth remains
stagnant. Housing inventory, however, is tight with
only a 3 month supply on hand. Low supply and
strong demand means homesellers are getting their
asking price. Multifamily permits rose +7% YOY.

Texas is officially reopening its economy with a
phase-1 transition, where businesses can operate at
25% capacity. “We’re opening Texas as fast as possible
while also containing the spread of COVID-19,”
remarked Governor Abbot. The state has launched
2,000 contact tracers with plans to soon double that
number as they move towards a safe and healthy
economic recovery.



CALIFORNIA

TOP MARKETS:

LOS ANGELES

22,156 PERMITS

(down -4% YOVY)

SAN DIEGO

8,635 PERMITS

(up +1% YOV)

SAN BERNADIND

14,464 PERMITS

(down -1% Y0Y)

FRESND

3,167 PERMITS

(up +11%)

SAN JOSE

3,867 PERMITS

(down -31%)

SACRAMENTO

10,127 PERMITS

(up +29%)

- 3,590 STARTS



SAN FRANCISCO

13,423 PERMITS 0 STARTS

(down -22%) San Francisco County

4,126 STARTS

Alomeda County

7,234 STARTS

Denton County

CALIFORNIA ECONOMY:
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e Tech e Distribution
* Tourism * Military
e Agriculture e Maritime

e Entertainment
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Covid-19 is wreaking havoc on the California
economy. Stay-at-home orders and business closures
have infuriated business owners such as Elon Musk,
who has threatened to move all Tesla manufacturing
and headquarters to Texas and/or Nevada. LA County
recently announced stay-at-home measures to
remain in place until July. The state has resorted to
borrowing money to pay for unemployment claims.
The California State University system announced no
in-person classes for fall 2020, affecting over 480,000
undergraduate students.

Metro Los Angeles had a 1.7% increase in jobs overall
in February, with construction growing 6% thanks

in large part to the Metrolink’s $10 billion overhaul
of its rail network. The ocean is a huge economic
driver for the region with 200,400 jobs and $34

billion in economic output. “Blue” jobs in maritime
infrastructure, fisheries, marine construction, and
marine science are expected to see substantial
growth in the future. Housing, however, is still not
affordable. Home sale prices climbed +9.3% YOY, due
in part to low inventory.

San Diego has a bit of good news for builders:
permitting is now available online. Housing is stable,
but with a median home price of $664,600, it remains
unaffordable for the majority of the workforce. Multi-
family permits are up +3%.

San Bernandino is plagued by job losses in leisure
and hospitality sector, but possibly offset by Amazon
continuing to hire in the area. In a study by the U.S.
Bureau of Labor Statistics, San Bernandino ranked
4th in a list of cities having the fewest workers

with ability to work from home. Only 10% of San
Bernandino blue-collar workers have the capability
to work from home, contributing to COVID-19’s
disruption of the economy. Multi-family permits fell
-21.1% while single family permits rose +6.4%.

San Francisco is the world’s most expensive place to
build, thanks to millions of dollars in construction
fees. The construction cost of building one two-
bedroom apartment (one apartment, not a unit of
apartments) averages around $750,000 (that’s without
furniture and appliances). Thus, many construction
projects have been cancelled or delayed. Median
home prices fell -38.6% YOY to $700,000, making
resales more economical than new construction

for buyers, but still unaffordable for most wage
earners. The area’s high cost of living contributes to
an outmigration of a sophisticated workforce, but
nevertheless remains attractive to companies looking
to set up headquarters in the tech-savvy region.

California is facing a budget deficit of $13.4 billion

this fiscal year, and another $40.9 billion deficit

next year. Unemployment is at a free-fall with 3.1
million claims, or over 14% of the nation’s total as of
March. Governor Newson calls the economic decline
a “pandemic-induced recession” and has created an
economic recovery advisory group to aid the state’s
reopening including former California governors Pete
Wilson, Arnold Schwarzenegger, Gray Davis and Jerry
Brown. Billionaire Tom Steyer leads the task force of
80 members that also impressively includes Disney
Executive Chairman Bob Iger, Apple CEO Tim Cook,
and former Chair of the Federal Reserve Janet Yellen.
Innovative leadership on the task force inspires
confidence, but does not dismiss worries over
massive unemployment, strict stay-at-home orders,
budget woes, and forced business closures. Q2 data
will be much anticipated for this region.



LOUISIANA

TOP MARKETS:

BATON ROUGE

3,568 PERMITS 980 STARTS

(down -10% Y0Y) i

LAFAYETTE

1,773 PERMITS 1,121 STARTS

(up +5% Y0Y) i

NEW ORLEANS

636 STARTS

LOUISIANA ECONOMY

* Dil & Gos e Agriculture
e Chemicals e Tourism

* Commercinl Fishing




Louisiana is one of the worst hit states from both the virus
and its subsequent economic fallout. With oil at historically
low numbers and tourism at a stand-still, the region could
see a long road to recovery. Louisiana’s state government
deemed all residential and commercial as essential
throughout the COVID-19 pandemic. The Louisiana Home
Builders Association has been hard at work lobbying on
behalf of our entire industry, and favorable outcomes have
transpired because of those efforts.

In a study by WalletHub to find which state economies
had the highest (worst) exposure to Coronavirus,
Louisiana ranked number one. Lead industries in oil and
gas are some of the hardest hit, and state resources for
businesses to cope with the crisis are low. Out of the 50
states and District of Columbia, Louisiana has the second
highest increase in unemployment insurance claims

(up 5,677.72% YQY), and the second lowest number of
employees with capabilities to work from home.

Baton Rouge lost 2,000 construction jobs YOY in March
2020, a 4% decline, according to the Association

of General Contractors of America. Baton Rouge’s
overbuilt multifamily sector continues to languish
while single-family permitting is strong. City politicians
are committed to revitalizing North Baton Rouge, a
low-income area that could still receive promise of
funding despite the pandemic. Positive data early in

the quarter is less clear as the hard-hit state navigates
uncertainty through the virus. First quarter B.C. (before
Corona), the port of Baton Rouge job market was

up +1.8%, buoyed by billions of dollars in industrial
development including Shell, Formosa Plastics,

Conn’s distribution center, and Shintech’s PVC facility.
Petrochemical projects were expected to be a boon to
the local economy, but that was before oil went into
negative territory. Perhaps it is because of early quarter
positivity that the Baton Rouge housing market has

not felt any real negative effects from the pandemic.

One local lumber salesman noted that the industrial
activity created a certain resilience in the local home
building economy, that he was in fact “busier than he’s
ever been.” At yet another lumber yard management
remarked they were so busy, they were two weeks
behind on deliveries. So far, so good.

In first quarter 2020 B.C. (Before Corona), Lafayette trailed
the state and the nation in employment and economic
growth. The information sector decreased -4.2% and

lost over 100 jobs. Lafayette’s housing market has weak
conditions with an over-supply and overvaluation of
current home prices. Multifamily permits in Lafayette are
84.1% lower than the national average.

New Orleans had the fifth highest loss of construction
jobs nationwide as a result of Covid-19. Construction
employment is the lowest it has been since 2005
(Hurricane Katrina). Currently, New Orleans housing
trends towards not very competitive; multiple offers are
rare and homes typically stay on the market for 60 days
and sell for 4% below list price. Early first quarter B.C.
(before Corona), high-profitability was the name of the
game in New Orleans investment real estate, with both
private investments and Air B&B generating significant
income in the area. With tourism completely halted in
this hard-hit city, we may see bleak economic numbers
in the months to come.

Louisiana’s unemployment outpaces the nation at

24%. Roughly one in four workers in New Orleans is
unemployed (25%), just worse that Baton Rouge at

21% and Lafayette at 19%. Unemployment is highest

in Louisiana’s food service industry at 54%, with
entertainment at 46%, education at 34%, information at
33% and retail at 24%. Governor Edwards has issued an
easing of social-distancing requirements, with Phase-1
reopening beginning May 16. A reopening tip from all
Louisianians to everyone else: peel spicy crawfish at a
crawfish boil and we promise you will not touch your face.
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OKLAHOMA

TOP MARKETS:

OKLAHOMA CITY

6,556 PERMTS | 3,716 STARTS

(up +16% YOY)

TULSA

4,364 PERMITS 1,833 STARTS

(up +28% YOVY) i

OKLAHOMA ECONOMY

 Energy « Biotechnology

e Information and Finance e Transportation and Logistics

e Agriculture  Aerospace and Defense

Oklahoma City market strengths include a large number
of high paying jobs, job growth, and an undervalued
housing market. The city’s dependence on the oil and gas
industry is concerning, considering the downward spiral
oil and gas is currently experiencing. At close of January
2020 B.C. (before Corona), employment outperformed
the state but underperformed the nation. Now, the city
enjoys the lowest unemployment rate in the nation at
2.5%, according to the U.S Bureuas of Labor Statistics.
The construction industry was the highest performing
employer, increasing 5.2% YOY and accounting for

4.6% of the city’s jobs. First quarter 2020 B.C. housing

numbers were steady as the market was undervalued,
which could be a stabilizer for second quarter numbers.
Single family permits jumped in January, up +15.8%

YOY. Downtown development is growing, with a new
mixed-use project and an Innovation District Land Use
and Strategic Development Plan which will outline
potential development areas to integrate downtown with
surrounding communities.

Tulsa’s pre-corona strengths included American Airlines,
Amazon, and Sofidel promising to add thousands of

jobs to the region. In January however, job growth was

at 0%. Tulsa was already feeling the hurt of a slowing
energy sector first quarter B.C., lowering payrolls as
much as -3.4% (again, this is before Corona). Also before
Corona, American Airlines earmarked Tulsa facility for a
$550MM investment. In March E.C. (Early Corona), Spirit
AeroSystems announced layoffs due to Boeing 737 Max
production. An Amazon distribution center is on schedule
to provide 1,500 full-time jobs. Residential permits in
Tulsa were speedy first quarter, and median home prices
and sales were increasing 7.6%. Multi-family permits
increased 66% in January, with much of that development
in downtown Tulsa. Poverty plagues north Tulsa, with
locals having little access to fresh food and underfunded
school districts. The virus has proven to adversely affect
poorer communities, overburdening food pantries and
leaving school children unequipped to continue studies.
State and federal dollars will hopefully bring some much-
needed relief to this district. On the opposite end of the
spectrum, the Owasso area was booming first quarter
B.C., with 45,000 square foot mixed-use development

for high-end restaurants (whoops), retail shops (yikes),
expensive office space (oh my), and upscale apartments
(oh no). This will be an area that will hope for a swift and
safe end to social-distancing orders in order to recoup
capital that, in a normal world, would have been a well-
invested development.



ARIZONA

TOP MARKETS:

PHOENIX

39,130 PERMITS 22,5359 5TARTS

(up +28% YOY) i

TUCSON

4,349 PERMTS | 3,866 STARTS

(up +1% YOV) H

ARIZONA ECONODMY

e Aerospace and defense e Film

* Biosciences  Low cost olternative to

o Tourism Southern Colifornin

« Electronics and « Educated and skilled workforce

Semiconductor Manufacturing

Phoenix entered the pandemic world as one of the
strongest markets in the country. While COVID-19

will thwart the region’s growth, low housing supply
coupled with high demand, inmigration from high-tax
states, and a robust and diverse business environment
should soften the blow a bit. Phoenix is expected to
weather the current economic storm better than it did
the Great Recession, where sub-prime mortgages and
a vast oversupply impeded recovery. Manufacturing is

strong with Lucid motors, Honeywell, and Nikola Corp.
Horizontal apartments are trending, thanks in large part
to Christopher Todd Communities, who equips each of
his with a doggy door. These are essentially rent-to-own
homes that offer more space, a yard, and more amenities
than traditional multi-family units. Permits are up +28%
with a high demand for multifamily construction.

Tucson’s construction sector saw the highest job sector
growth in 2019, adding 600 jobs for a +3.5% increase. By
close of January 2020, the construction sector accounted
for 4.3% of all jobs in the metro area. The state of
Arizona has invested significantly in infrastructure

for interstate widening between Tucson and Phoenix,
forecasting growth in trade and logistics activity along
that route. Government accounts for highest job sector
in Tucson at 19.8%. Tucson population increased +1.4%
YOY, but is currently experiencing a weak housing
market. Demand outpaced supply in January, dropping
the affordability rate by -4.7%. Single family accounted
for 3,308 of the 4,349 residential permits. Multifamily
permitting was down -1.6% YOY with 1,041 permits.

There is much concern surrounding the fall semester
of colleges and universities, and what impact this

will have not only on students and families, but

also small college towns. With 17% of its population
enrolled in college or graduate school, Flagstaff is one
of such towns that could see a significant economic
impact from COVID-19. This isn’t necessarily all

bad news. If universities open for fall semester and
keep social distancing guidelines, there could be a
rise in multi-family builds as residential campuses
move upperclassmen off campus and convert double
and triple occupancy dorm rooms into singles for
lowerclassmen. On the flip-side, if college sports are not
allowed to continue or host fans as usual, the negative
impacts on small college-town economies could be
quite severe.
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NEVADA

TOP MARKETS:

LAS VEGAS

12,414 PERMITS 11,040 STARTS

(down -3% YOY)

5,320 PERMITS | 3,355 STARTS

(up +17%) i

NEVADA ECONOMY

e Tourism and Goming o |T
* Aerospace/Defense e Notural Resource Technologies
 Health * Mining

Seemingly overnight, Nevada went from one of

the fastest growing economies in the nation to the
hardest hit economy due to the coronavirus. Q1 2020
Homebuilding Outlook by Metrostudy ranks Reno
25th nationally with a market health rating of 91 out
of 100. We would not be surprised to see that number
to slide in Q2. With one-third of the Vegas economy
in the hospitality and entertainment sector, the state
has suffered a massive financial blow. At the time of
this writing, just over 350,000 Nevadans had filed for

unemployment, or 25%, which is more than triple the
Great Recession unemployment rate.

Reno enjoyed strong job growth, in-migration from
high-tax states, and a diversified business environment
early Q1. Large capital investments from Tesla, Apple,
Google and the skilled workforce those companies
brought with them were a boon to the region.
COVID-19 is now wreaking havoc on Reno with rising
unemployment and tourism decline. Much progress
has slowed as major projects have been put on hold.
Trade is down -9%. High housing demand with sales
up +14% YOY B.C. (before Corona) is expected to be
dampened by the virus’s economic effects. Housing,
remember, is predicted to be the “least-bad” industry
of COVID-19, so only time will tell. Multi-family builds
currently lead single-family builds with 60% of total
permits. Affordable housing will be much needed in
the future if Reno wishes to keep attracting business
from high-tax states.

Builders in Vegas remain busy with multifamily
permits up +2%. Las Vegas housing prices stabilized
in February even as sales increased 25% YOY. High
demand in early Q1 may be enough to pad market
fall-out of COVID-19. It is worth noting again that any
pandemic-related recession would be much different
than the Great Recession we remember all too well.
Personal savings rates are at 13% (versus 2% of
Great Recession), we had a low supply and pent-up
demand for housing, Congress and the Fed are actively
stimulating the economy to the tune of trillions of
dollars (we’ll pay it back later), and we are not seeing
the sub-prime mortgages that plagued us then.



NEW MEXICO

TOP MARKETS:

ALBUQUERQUE

2,328 PERMITS 1,380 S5TARTS

(up +18% YOVY) i

NEW MEXICO ECONDMY

* Henlthcare « Educational Services
* Retail e Public Administration
* Energy

e Accommodation and
Food Services

The city of Albuquerque has not delayed any
construction projects due to the pandemic, so says Pat
Montoya, Director of Municipal Development. Currently
the department is looking to push ahead of schedule

for bids on new projects, including a redevelopment

of the Albuquerque Rail Yards, a 261,000 square foot
warehouse, office facilities, and a behavioral health
center. Due in part to Netflix’s studio presence, the
master-planned community of Mesa del Sol continues to
thrive and plans to open a new sports complex as well
as other businesses in the hot area.

Home sales were on the rise early Q1, with a +1%
increase YOY in March. Permits increased +10% in
February, and new home construction was on the rise in
the Mesa del Sol area.

Oil and gas royalties account for 40% of New Mexico
state budget. Due to the industry’s collapse, the state
is expecting a 2.4 billion drop in revenue for fiscal
year beginning July 1. Oil field service Baker Hughes
confirmed that rig counts decreased from a high of
117 in March to 66 as of May 1. With roughly 40 jobs
associated with each rig, it is estimated that 2,040
jobs were lost in New Mexico’s oil rigs alone, with
thousands more service industry job related losses to

also account for.

At time of print, New Mexico was on track for a
Phase-1 May 15 reopening with social distancing
guidelines in place.




LOOKING FORWARD

Economists cannot agree on the shape of the recovery ...
will we have o V-shaped recovery (recover faster), or
U-shaped recovery (recover slower), or most recently, o

swoosh recovery (combo)?
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The data changes daily and the economic outlook is
difficult to predict. Most forecasters are projecting a
27-month recovery. Housing should fare better than
other sectors. We had a high home ownership rate
when we started the economic shut down, with low
inventory and pent-up demand. The construction
industry was deemed essential early on. Mortgage
rates are at historic lows, though financing is
challenging as there are stricter under-writing rules
in place. Yet, personal savings rates are at 13%,
which means many buyers will be able to afford
the 20% down-payment many banks are requiring.
The PPP (Potential Problem Points) include possible
tax increases and impact fee increases up to 6%
(decreasing housing affordability). Meyer’s Research
Group emphatically states tax increases and impact
fees will be unavoidable as states recover.
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Check out our product blog ot
royomartin.com/blog for updated industry

news and product-reloted information.
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MISS YOUR
TRADE SHOW?

We know you miss us!

We thrive on seeing our customers at
trade-shows and miss the face-to-face
interaction with each of you. Call one of
us to buy something or just tell us about
the latest internet funny cat video you’ve
seen, and we will ship you some of our
lovely trade-show swag that you all love.
Until next time, air hugs!
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SOURCES

A huge thank you to our partners at MetroStudy and the National Home Builders Association, who have been tirelessly researching and publishing economic housing
data during these uncertain times, keeping us informed with the ever-changing metrics so that we may navigate these unchartered waters as best we can.
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