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(Housing-Related) Context Matters




Demographics:
A Structural Challenge for
Affordability

" Increased demand for
housing will be with us for
at least another 25 years.

® This is true nationwide and
locally.

Projected population by generation
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Mote: Millennials refer to the population ages 23 to 38 as
of 2019.

source: Pew Research Center tabulations of U5, Census
Bureau population estimates released April 2020 and
population projections released December 2017,
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Millennials Largest Population Group in U.S.
Gen Z Largest Population Group in EPC
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U.S. Population 2021 = 331.9 million
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El Paso County Population 2021 = 738,534
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Sources: U.S. Census Bureau, vintage 2021 data; Colorado Department of Local Affairs, State Demography Office, vintage 2021 data released in 2022




El Paso County Skews Younger than Denver

(and many young people have left Denver County due to affordability)

Metro Denver Population 2023 = 3.3 million
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Source: Colorado Division of Local Government, State Demography Office. Vintage 2021 Data, released October 2022. Generational groups defined by Pew Research Center, January 2019.




El Paso County Population Projections

by Ag e Gro u p U.S. Population Projections by Age Group
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Note: From 2010 to 2015, Colorado Springs had a 14.7% increase in its millennial population. (Brookings)
Source: Colorado Department of Local Affairs, State Demography Office




Rate of EPC Population Increase

5.0%
459 muEl Paso County —~-U.S. El Paso County population
4.0% 1990: 397,289

7 2023*: 748,664
3.5% 2050*: 1,008,489
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*Forecast from Colorado State Demography Office in November 2023
Sources: Colorado State Demography Office; U.S. Census Bureau, Population Division (latest data available is 2022)




U.S. & Regional Wages Are Not Helping Us




U.S. Median Weekly Real Earnings, SA
Wage & Salary Workers, Ages 16+
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Source: U.S. Bureau of Labor Statistics; Data-Driven Economic Strategies




Private Annual Wages (Nominal)

B 2023 Q3 Average Annual Wages

i El Paso County wages are
S7O'OOO 8.7% lower than U.S. wages // $69’992
and 14.8% lower than CO wages.
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Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages (QCEW).




Need Affordability for All Populations

High School Grad Rates & Median Earnings, 2022
Lowest & Highest in Colorado Springs MSA

High School Graduation Rates, 2022 Median Earnings per Person, 2022
100% $80,000 $71623
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*Official graduation rates for the U.S. in 2022 have not yet been released. This preliminary rate does not include D38
Oklah .
Soua:cgg: %olorado Department of Education Source: U.S. Census Bureau, American Community Survey 5-year estimates




Housing and Housing Affordability

Real estate makes up 12-15% of GDP
(if you include resale, new construction, SF, MF, and rental markets)

Home ownership is primary mechanism for wealth accumulation




U.S. Annual Median Existing Single-Family Home Prices

Mar. 2024 (NSA):

Median: $397,200

Forecasts:

2024: $396,800

2025: $403,800
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’ a 44% increase from 2019 to 2023

$300,000
$260,00

$222 092
$220,000 \
$180,000 N—— March DOM: 33
$140.000 $164 542 (29 DOM Mar. 2023)

P S PP A0 WY AV A2 A A0 WO KV WD WO 40 Y A) 4> q> o0
AR ADT AN A0 AO AN AN AN AV AV AN AV TAD AR AD AV AD AN D RO

Source: National Association of REALTORS ®; Forecasts by National Association of REALTORS®, April 2024 Economic Outlook




Inventory of Existing Homes
Months' Supply at Current Sales Pace, Millions of Units
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Source: NAR and Wells Fargo Economics
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Inventory of
Existing Homes for
Sale Still Low..

= Low inventory of existing
homes is keeping some modest
price appreciation

= Persistently low inventory of
existing homes pivoting more
buyers to new homes!

= Small declines in 30-year
mortgage rate with bump in
sales show still many
homebuyers on the sidelines
(elastic demand).




Most Outstanding Mortgages Have a Rate <5%
Share of Outstanding Mortgages by Interest Rate, Q3-2023

" | don’t think we are going to
see 30-year mortgage rates
at ~“3% in the next five years
(likely more)

" This is another structural
headwind to increasing
supply and to affordability.

® Less than 3%
m3.01% to 4%
m4.01% to 5%
m5.01% to 6%
» Greater than 6%

= Will have to rely more on
new construction

Source: FHFA and Wells Fargo Economics




= End result is too many (especiall ) i .
. Y (esp y National Home Price-to-Income Ratio
young people/famllles) cannot Median SF Existing Home Price/Median Household Income, SA

afford homes. .0 .0
—MNational Home Price Ratio: Q4 @ 4.94

" |nterest rates will come down* 5.5
later in 2024/25, and that will
help some.. >0
= But we must increase housing e
stock across many price ranges. ‘o
= And preferably with different
types of structures (e.g., 35
apartments/condos, 3.0
townhomes, and efficiently-sized
SF homes). 2.5 1 125
= Communities are going to need 2.0 —— ¢ 1 3

Source: NAR, U 5. Department of Commerce and Wells Fargo Economics

*Payment on $450,000 mortgage at 7% is $3,000/month, and at 5% it’s $2,400/month (or 20% lower).




What About New Residential Construction?




U.S. Annual Median New Single-Family Home Prices
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Sources: U.S. Census Bureau; U.S. Department of Housing and Urban Development; Forecasts National Association of REALTORS®, April 2024 Economic Outlook




U.S. New Single-Family Home Sales - SA
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Note: Existing data trends closely mirror new home sales.
Sources: U.S. Census Bureau; U.S. Department of Housing and Urban Development; Forecasts by National Association of REALTORS®, April 2024 Economic Outlook
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Source: U.S. Census Bureau; Data-Driven Economic Strategies



State & Regional Affordability




Zillow Home Value Index — 10 Most Expensive States
March 2024

$549,126
I $354,175
Sources: Zillow® Research

$1,000,000
$900,000
$800,000
$700,000
$600,000
$500,000
$400,000
$300,000
$200,000
$100,000




But How Affordable Are the New Apartments?
What You Need to Earn to Afford a Modest Apartment in 2023

Hourly wage required to afford a two-bedroom rental home by state.
$19.00 - $26.00 @ Above $26.00

Below $19.00
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Source: National Low Income Housing Coalition; Data Driven Economic Strategies. *And 77 hours/week to rent the average 1-bedroom.

Colorado ranks 8t
highest state

at $32.13/hour to rent a
2-bedroom apartment.

But average renter
makes $25.47.

It would take 94
hours/week at the
minimum wage to rent a
2-bedroom.*

aaaaaaaaaaaaaaaaaaaaaaaaaa



Colorado Residential Building Permits
Underbuilding Has Impacted CO More So...

Permits, 1997-2023
Multifamily

00,000 Single Family
50,000

40,000 Underbuilding!
30,000

20,000

10,000

0
1997 2002 2007 2012 2017 2022

Source: U.S. Census Bureau




Local Real Estate




County Median Home Prices 2023 Q4 data

Affordability by County
El Paso County, Colorado

Monthly mortgage payment
2022 Q4: $2,700
2023 Q4: 52,930

Hawaii

NATIONAL
ASSOCIATION OF
REALTORS®

Note: NAR Calculations of American Community Survey data; Federal Housing Finance Agency data.

See Methodology.
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Annual Median Home Price Appreciation

$466,700

-0.3%

Austin

$471,500

7.0%

Boise

2023 Q1 to 2024 Q1

$822,400

Boulder

$448,800

0.9%
T

Colorado
Springs

$651,000 $604,500 ¢313 g0p

Denver

Fort
Collins

Note: This data is seasonally adjusted. PPAR data is not seasonally adjusted. Year over year.
Sources: National Association of REALTORS®
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Median (Existing) Annual Home Prices,
U.S. & Colorado Springs

$458,279
-
In 2006, local median home price was 8% below U.S. —~ ’
In 2023, local median home price was 17% above U.S. /
L./ [$392,767
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— =Colorado Springs Median Home Price —U.S. Median Home Price

Source: National Association of REALTORS ®; Pikes Peak REALTOR® Services Corp. (RSC)



Pikes Peak Region Annual Average & Median*
(Single-Family) New & Existing Home Prices
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*Includes all homes: new and existing. Average home price increase 2019-23: $171,933. Average home price doubled from 2015 to 2023 (usually takes 20 yrs. to
double*), Bruce Betts. Source: Pikes Peak REALTOR® Services Corp. (RSC).




New & EXisting Single-Family Home Prices
Pikes Peak Region
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U.S. Existing Sales Distribution, March 2024

$0-100K |$100- |$250- |$500-  |$750K- |$1M+
250K 500K 750K 1M
4% 19% 45% 18% 7% 7%

Colorado Springs MSA Sales Distribution, March 2024

$0-200K |$200-  [$300-  |$500-  |$800K- |S$S1M+
300K 500K 800K 1M
0.5% 2% 55%  34% 5% y

Note: U.S. sales are existing only; Colorado Springs MSA sales are for all single-family homes. Notice price categories are slightly different.
Sources: National Association of REALTORS ®; Pikes Peak REALTOR® Services Corp. (RSC)
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Home Building

= Home building had been increasing and meeting the

estimated construction needed to match population o Poak Sirele & VT Far Amme par
. Ikes FPea ingle ulti-rami nnual Permits
growth in 2021/22 (and then some for MF)... 10,000 . o8 i
9,000 m Single Family B Multi-Family
. 8,000 -
= SF permits, however, down 29% from 2021 to 2022 7,000 -
and another 27% from 2022 to 2023 £ 6000 ]
oo 5,000 A
i . % 4,000 -
= 2022 total dwelling permits: 8,697 Z 3000
2,000 A
. . 1,000 -
= 2023 total dwelling permits: 5,033 0.
| N AR SayS U_S. home Shortage I S ~6_5m dwe”ing “Healthy” number of permits in El Paso County per year from 2023 through 2028: 8,500 to make up shortage and keep up with population growth.
(thus builder Confidence Sti” relatively Strong — NAH B) Source: Pikes Peak Regional Building Department. MF permits include duplexes, condos, and apartments (but not townhomes).

» DDES estimates healthy permits of 8,500 per year to
keep up with population growth and make up for
shortage

Source: Pikes Peak Regional Buildings Department




Housing Opportunity Index — 2023 Q4
Includes New & EXxisting

60%
49.49
50% 0
40% -
30% 53,59 53.9% Pueblo down from
.D/0 .J /0 (YA
o 20.0% 94.0% in 2012 Q3
20% 15.3%
10% 5.7%
0%
San Boise Salt Lake Colorado  Boulder Denver San Pueblo u.S.
Francisco City Springs Antonio

Notes: HOI is defined as the share of homes sold in that area that are affordable to a family earning the local median income, based on standard mortgage underwriting criteria.
Includes new and existing homes. *U.S. homeownership rate at 66% in 2022, and EPC at 70%.
Sources: National Association of Home Builders and Wells Fargo
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100%

And Homeowner’s Insurance
Doesn’t Help Affordability..

= CO is the 6" most expensive state in the U.S. to

80%

60%

insure a home; one of worst states for o
insurance company profits
= High risk of wildfires (although hail and other . N,

Source: Guy Carpenter’s wildfire risk score, ESRI dataset of U.S. ZIP Codes (from ArcGIS), Oliver Wyman Analysis
i man

climate issues cited)

5-year Direct Loss & DCC Ratio by state — Homeowners Multi-Peril (%)

" From 2019 to 2022, average homeowner
premium up 51.7% (about double the U.S.
increase)

= Consolidation of insurance companies b/c
smaller insurers can’t take large losses

= Some homes not insurable

Colorado has reported the 4" highest Loss & DCC ratio in the US over the
last 5 years (out of 51 jurisdictions — including DC), exceeded only by

= New construction can build to mitigate o) oies & Exllornis




Keep the Momentum since 2013 Going...
New Jobs - Colorado Springs

El Paso County Annual Net New (or Lost) Jobs
15,000

10,000 5,600 new jobs needed to match population growth
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-5,000

Change in Employment
2021 - 2022: +10,480

Number of Jobs Gained or Lost

-10,000
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-15,000
o4 &N NN S N VW N 0O O O d N MO & 1N VW N 0 O O «d N
O O © O © O © O O d d oA d odF d od 93 d d & o
S © © © © © © © © O O O O O O O O O o o o o
N & NN & NN NN NN N NN NN~~~

Sources: Colorado Department of Labor & Employment, Quarterly Census of Employment and Wages (QCEW); Data-Driven Economic Strategies
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