Danny Robushi, APEX MACRO Founder

State of the Housing Market

July 7, 2024

“T'he housing market will recover. It always has. The American story, written in homes, will
continue to prosper and grow.” — David Lereah

“Real estate cannot be lost or stolen, nor can it be carried away. Purchased with common
sense, paid for in full, and managed with reasonable care, it is about the safest investment in

the world.” — Franklin D. Roosevelt

“Ninety percent of all millionaires become so through owning real estate.” — Andrew

Carnegie

“Real estate is an imperishable asset, ever increasing in value. It is the most solid security
that human ingenuity has devised. It is the basis of all security and about the only
indestructible security.”” — Russell Sage




Overview

Building Permits and Housing Starts are negative year-over-year signifying a slowdown 1s occurring within the housing
market

As this filters through to the number of homes under construction, construction employment will begin to rollover

Looking back to the 1970’s a 10% drawdown in construction employment has been a high probability leading indicator of
recessions

Rates rising from 3% to over 7% locked a large portion of the population within their existing homes creating a frozen
housing market and putting a floor under prices

New homes for sale have risen to 2008 levels with 9.3 months of supply on the market. But new homes make up only 15%
of the housing market. Existing homes for sale remain at 3.7 months of supply and make up 85% of the market. Lower

rates will be needed to unlock this supply and could be a catalyst for lower prices

The existing new homes for sale are only 20% of what 1s in the pipeline with the other 80% either just being started, under
construction, or just being completed. Once the market for existing homes picks up the total supply could overwhelm
demand




Overview

Rate buydowns being offered by home builders has allowed for housing activity to continue over the last year for new
homes but they sacrificed their own margins to get this done

Immigration over the past 4 years has created demand for housing, Estimates upwards of 12-14 million people have come
into the country and these people all need a place to live

Home prices are up a total of 40-50% over 4 years and the average mortgage payment 1s up almost 100%

Other catalysts that could bring home prices down are employment slowing, creating forced sellers, a pullback in
consumption/travel causing Airbnb owners to sell (there is a record number of people that own multiple homes), investors
from China being forced to sell homes (China’s real estate market peaked at $50 trillion and is now going through deflation)
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Median Sales Price of Homes Sold in the United States

Median price of a new home is

$420,000




P
: /_\A\\/ Danny Robushi, APEX MACRO Founder
. APEX --

MACRO

Median Sales Price of Homes (%) Prices have risen a total 40%-50% over 4

years and 18% over the last year
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Case-Shiller Home Price Index YoY Change Prices haven’t fallen since the GFC. We do not have set up like
the GFC but we do have a market where we could see a 10%-
20% pullback in prices to normalize the market
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Home Price and Personal Income in the United States Since 2020 home prices have risen 50% while incomes have only

gone up by 25%

Home Price
—— Personal Income
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Price to Median Household Income for Homes Sold in the United States

The price of the median home relative to the average Price to Median Income (%)
. . . Fil {9%%)
household income is over 650%. The average going verage

back to the 1980’s has been 540%
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Average Monthly Mortgage Payment in the US (in 2022 Dollars, with 20% down payment)

Average monthly mortgage payments adjusted for
inflation are at the same level as the 1980’s when rates
were ~15%
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Mortgage Rates

—— 30-Year Mortgage Rate —— 15-Year Mortgage Rate

Mortgage rates have risen 160% in 3 years
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—— 30-Year Mortgage Rate —— 10-Year Treasury Yield —— Spread Average Spread

Mortgage Rates & Treasury Yield

The spread between the 10-year yield and 30-year mortgage rate
has averaged 170 bps going back to 1970. That spread 1s closer to
260 bps today

MW

1980 1985 1990 1995 2000 2005 2010 2015 2020




P
% Danny Robushi, APEX MACRO Founder

- APEX -

MOVE Index and Mortgage Rate - 10yr Yield Higher interest rate volatility has caused the spread to widen as
well as the lack of refinancing due to higher rates
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chigan survey think it 1s the

he last 50 years
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Good Time to Buy a Home
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: Interest Rate Low

Good Time to Buy

due to interest rates being low. The current mortgage rate of 6%-7%

is about average over the last 70 years
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due to low prices
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Prices Low

Good Time to Buy
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The percentage of respondents expecting home prices to rise in the next 5

years is ~70%. The average person believes this is the worst housing market

since the 80’ and things will not improve going forward
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Vehicle Sales & Monthly New Home Sales Vehicle sales and Home sales correlate well, they both fell in 2022 but have

since rebounded

Vehicle Sales
Monthly Houses Sold

Monthly New Home Sales
Light Vehicle Sales
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HICP: Furnishings, Household Equipment, and Routine Maintenance of the House

There has been a pullback in housing related consumption shown
by deflation within furniture, appliances and maintenance prices

Inflation Rate

2010
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— Total Construction Spending
—— Residential Spending

Nonresidential Spending
Total Construction Spending

Total Construction Spending has held up well driven more by

multi-family housing. This tends to be a leading indicator for a
slowdown

Residential and Nonresidential Spending
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Construction Spending Year-Over-Year Year-over-Year Construction Spending is up 10% but the rate of
change has slowed

Wiy 1 M B

Change (%)
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—— Total Construction Spending
—— Residential Spending

i i i i Nonresidential Spendi
p lckup in the residential market Total Construction Spending Year-over-Year onresiden ending
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We have seen a larger slowdown in the multi-family market and a

Residential and Nonresidential Spending
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Construction Job Openings had the largest pullback on record in

April and lead the number of units under construction — Construction Job Openings
—— Units Under Construction
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CAPEX --

Construction Jobs are still trending higher. A drop below the 12-

— Construction Jobs

month moving average has been a consistent signal of a growth —— 12-Month Moving Average

slowdown
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CAPEX --

Both employment for multi-family construction and residential — Total Construction Employment
—— Residential Employment

construction remain in uptrends Nonresidential Employment

Total Construction Employment

Residential and Nonresidential Employment
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Year-over-Year Change in Residential and Multi-Family Construction Employment

Multi-Family Building Construction
—— Residential Building Construction

Change (%b)

Residential Construction Employment tends to lead multi-family
and almost went negative in July of 2023
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Construction Employment as a Percentage of Total Employment

Construction Employment makes up 3-5% of total employment

Percentage (%)
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Peak-to-Trough Drawdowns During Recession Periods B nNonfarm r_>a1_,rm||s Drawdown
B Construction Payrolls Drawdown

Construction/Nonfarm Drawdown {26)
10k It accounts for upwards of 30% of all jobs lost during recessions,

) which makes it an important indicator to watch
o
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EX.-. Drawdowns of 10% have been consistent with recessions and

would be an indicator to de-risk your portfolio

Construction Employment and Drawdown

Construction Employment
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Construction Unemployment Rate

Unemployment in the Construction industry is at cycle lows of

3.7%
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SN Building Permits have slowed and give you an idea of where construction
ES( __employment will go as well as the number of homes being built. A permit Danny Robushi, APEX MACRO Founder

issued is only a potential new home, as a builder can make the decision to delay
construction

New Privately-Owned Housing Units Authorized by Permit Type

B Units in Buildings with 2-4 Units
B Units in Buildings with 5 Units or More
B single-Family Units

Number of Units

10

2012

2
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Permits for both multi-family and residential construction have begun to slow —— Total Permits
Single-Family Permits

Multi-Family Permits
Total Permits

Single-Family and Multi-Family Permits
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Building Permits YoY Change Permits are down 9% Year-over-Year

—— Building Permits YoY Change

Yo 9% Change
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Construction Employees & Building Permits Building Permits have a 12—14-month lead on Construction Employment

250 .
Construction Employees

—— Building Permits

Bullding Parmits
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A Housing Starts for multi-family started falling first but residential has now  Danny Robushi, APEX MACRO Founder

EX--

also begun to follow

Single-Family Starts

Multi-Family Starts
Total Housing Units Started

Single-Family and Multi-Family Units Started
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Housing Starts YoY Change

—— Housing Starts YoY Change

Yoy o Change
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When New Homes Sold slows, Housing Starts begin to slow
which flows through to employment and the broader economy

- Housing Starts YoY Change
- Houses Sold YoY Change

Housing Starts and New One Family Houses Sold YoY Change

YoY % Change
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\CRO Employment

Housing Starts and Construction Employees

—— Construction Employees

Total Starts
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Housing Starts have a high correlation with GDP and tend to fall Danny Robushi, APEX MACRO Founder
prior to GDP rolling over

Housing Starts and GDP YoY Change
—— Total Starts

— GDP YoY Change

Total Starts

M*'
A

&
L)
)
C
i
c
o
5
o
()
9




P \
’N\TE\)/( Units under construction remained relatively strong driven by Danny Robushi, APEX MACRO Founder

{ACRO multi-family until it topped a few months ago

— Total Units Under Construction
Single-Family Units Under Construction

Multi-Family Units Under Construction
Total Housing Units Under Construction

Single-Family and Multi-Family Units Under Construction
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{ACRO family units 1s the largest on record

— Total Units Under Construction
— Single-Family Units Under Construction
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Percentage of Total Units Under Construction: Multi-Family

The percentage of multi-family units under construction as a
percent of total units is at record high territory of 57% and
peaked just over 60%
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Percentage of Total Units Under Construction: Single Family

There was under building within residential housing. The
percentage of units under construction relative to the total units

bottomed at 40%
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~ ;&/ The tight relationship between units under construction and
EX.- Construction Employees says we are nearing peak levels of
employment in the space

Danny Robushi, APEX MACRO Founder

Total Units Under Construction and Construction Employees
— Total Units Under Construction

—— Construction Employees

Construction Employees
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’;\\\E Units completed have been on a steady trend higher, but we expect
~APEX:- this trend to break in the coming months as permits, starts and

Danny Robushi, APEX MACRO Founder

units under construction slow

Housing Units Completed: Total vs. Single-Family vs. Multi-Family
Total Housing Units Completed
—— Total Housing Units Completed

Single-Family Units Completed
Multi-Family Units Completed

Date
Single-Family and Multi-Family Units Completed
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Housing Units Under Construction and Completed
— Units Under Construction

—— Units Completed

Once the current backlog of units under construction finish there
will be less housing coming to the 15% of the market that make
up new homes

Unlts Completed

C
(5]
=
u
3
b
L7}]
C
[}
Q
|-
o
o
C
-]
#
[
]




When the ratio of units completed/sold begins to rise it usually
spells out recession and lower prices due to write downs occurring
to get excess supply sold

Danny Robushi, APEX MACRO Founder

Housing Units Completed and Sales of New Single-Family Houses
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\//'/Q\A ’ New one family homes sold has sharply declined since 2021. The
-APEX:-- supply within the space has not yet been enough to overwhelm

Danny Robushi, APEX MACRO Founder

New One Family Homes Sold in the United States
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7 ;\&/ Months of supply has reached 9.3. Breakouts of supply have in
APEX-- the past occurred in recessions, more so due to forced sellers as
employment deteriorates

Danny Robushi, APEX MACRO Founder

Monthly Supply of New Homes in the United States
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The éupply is set to continue to tise as only ~20% of the homes in the Danny Robushi, APEX MACRO Founder
pipeline (starts, units under construction, completed homes, homes for

sale) are on the market with the other 80% not yet completed
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Traditionally months of supply reaching 9 has been enough to Danny Robushi, APEX MACRO Founder

impact prices

Monthly Supply of New Homes & House Price Index Year-over-Year

20 Monthly Supply New Homes
=== Home Price Index

YoY Change (96)
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Months of supply (inverted) when rising has also negatively Danny Robushi, APEX MACRO Founder

impacted employment within the construction space

—— Inverted Monthly Supply New Homes
20 == Residential Employment
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New and existing homes for sale tends to be highly correlated. Due to a large portion of the
country locking in rates sub 3% the existing home market has completely frozen with 7% rates.
New homes rising to 9 months of supply with more supply set to come to market creates a setup
where lower rates unlocking supply of existing homes will push supply above its long-term average

Danny Robushi, APEX MACRO Founder
and likely overwhelm demand, bringing down prices

Months Supply of Total US Single-Family Housing

Total SF Homes: Months Supply New SF Homes: Months Supply Existing SF Homes: Months Supply

2818-2019 Avg:
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SPDR S&P Homebuilders ETF
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iShares U.S. Home Construction ETF Earnings projections for FY 24 are negative and a top looks like its forming
within homebuilding stocks
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EX.-

Both XHB and I'TB are up 280% since the start of 2020 while the S&P 500

S&P 500, ITB, and XHB
had returned 136%
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D.R. Horton, Inc. (DHI) D.R. Horton has support at its 200 DMA. Below that you would be looking at
$128 for 1nitial support
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Lennar Corporation (LEN)

Danny Robushi, APEX MACRO Founder

Lennar has a similar setup with support at $133
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PulteGroup, Inc. (PHM) Pulte has held up a little better but has the same pattern as other builders and
more to fall if it breaks through its moving averages. Support is at $85
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Pulte peaked at 130%, Lennar and D.R. Horton at just under 100% year-over-
year in 2023 and are still positive for 2024. But the rate of change is coming

Danny Robushi, APEX MACRO Founder

Year-Over-Year Percentage Change of LEN, PHM, and DHI




’;\\3 Early in the pandemic companies that provided materials for home repairs

N\ ] ] ] Danny Robushi, APEX MACRO Founder
APEX - were outperformers as everyone was stuck at home. Since their peak in late

2021 they have traded sideways

The Home Depot
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Danny Robushi, APEX MACRO Founder

Lowe's Companies, Inc.
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Danny Robushi, APEX MACRO Founder

POOL Corporation
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Sherwin-Williams (SHW)
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Danny Robushi, APEX MACRO Founder

Since the start of 2023 Homebuilders outperformed and housing related
stocks outside of Lowes performed in line with the S&P 500

Housing Related Stocks

Change (%)
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. Danny Robushi, APEX MACRO Founder
Conclusion

* The supply of new homes on the market/coming to market is at elevated levels relative to recent history. It makes up only
15% of the housing market. Existing supply (the other 85%) is down at just under 4 months. Meaning the overall months
of supply stands at 4.5, with 6 months being the long-term average. A likely catalyst even though counterintuitive is lower
rates. That will unlock existing home supply and push overall supply to levels high enough to bring home prices lower

The key to being accurate on the timing of the recession everyone was calling for in 2023 will be construction employment.
We have seen slowing within building permits and housing starts but there is lag between that data and layoffs taking place.
Once the remaining homes started and units under construction move to completed status, less housing in the pipeline will
lead to lower employment. A 10% drop in construction employment would be a recession signal but just seeing rollover in
jobs would be a signal to de-risk. This data has been a leading indicator of the business cycle historically

Homebuilder stocks look like they’ve reached a peak on a technical and fundamental basis. The XHB (Homebuilder E'TF)
is 13% off its peak and our analysis suggests it could fall another 12%




Danny Robushi, APEX MACRO Founder

We Appreciate Your Feedback!

We highly value your feedback and earnestly invite you to contribute your insights regarding potential
enhancements and suggestions for future content. We welcome all forms of constructive feedback and
suggestions, as they are crucial in guiding our efforts to refine and develop our offerings. Please share your
professional insights and recommendations through the link provided below. Your input is instrumental in
shaping our direction and ensuring our services aligh with your expectations. We anticipate your

contributions with great interest.

Contact | Apex Macro (apexmacroinsights.com)



https://www.apexmacroinsights.com/contact-8

Danny Robushi, APEX MACRO Founder

The information provided by Apex Macro LLC ("we," "us," or "out") on any platform, including but not limited to websites, reports, emails,

newsletters, and presentations, is for general informational and educational purposes only. All information is provided in good faith, however, we

make no representation or warranty of any kind, express or implied, regarding the accuracy, adequacy, validity, reliability, availability, or
completeness of any information.

None of the content offered by Apex Macro LLC constitutes financial advice, legal advice, or any other type of advice meant for your specific
reliance for any purpose. Any use or reliance on our content is solely at your own risk and discretion. You should conduct your own research,
review, analysis, and verification of our content before relying on them. Trading and investment in securities involves high risk and the possibility

of losing some or all of the principal investment. It is crucial to seek advice from an independent financial advisor who is licensed to provide
investment advice.

Our content is intended to be used and must be used for informational purposes only. It is very important to do your own analysis before making
any investment based on your own personal circumstances. You should take independent financial advice from a professional in connection with,
or independently research and verify, any information that you find on our platform and wish to rely upon, whether for the purpose of making
an investment decision or otherwise.

This disclaimer has been created to expressly convey that Apex Macro LL.C and its content creators are not providing financial advice through
the dissemination of the information contained herein and are merely providing information and insights as a public service. Apex Macro LLC,
its directors, employees, and agents will not be liable for any loss or damage of any nature arising in any way from the use of, or reliance on, the
information provided or for any decision made on the basis of such information, including (without limitation) any loss of profit, business,
contracts, revenues, or anticipated savings.

Terms of Use: This document is the property of Apex Macro LLC and is intended solely for the use of the recipient. It contains confidential
and proprietary information and may not be reproduced, redistributed, or disclosed in whole or in part to any third party without the prior
written consent of Apex Macro LLC. By accessing this document, you acknowledge that you have read and understood these terms and agree to

be bound by them
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