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- _ Estate Agents indicated a continued low level of homebuyer traffic in
V‘gy';g:fg’;; September, dashing hopes of a rebound at the start of the fall season. This
william.alexis @credit-suisse.com weakness in traffic is problematic for builders and for sellers of existing
homes, as limited traffic levels in the summer months could be brushed
aside as a short-term payback following the end of the homebuyer tax credit.
September is now the fifth month of weak traffic following the end of the tax
credit, and the duration of the weakness indicates that it is more than just the
short-term payback.

m Buyers hesitant to “buy now and get stuck for 10 years”: Agents
consistently cited the fear among buyers of further declines in home prices,
along with worries about the job market and concerns of limited credit
availability. Our traffic index was essentially unchanged in September from
August, registering 17.9 vs. 17.0 in August. Builders have responded to the
weak traffic by increasing incentives and lowering prices — a trend we expect
to continue given both the continued-weak traffic and the high inventory
levels.

®  Agents note price declines at end of summer, start of fall: Our home
price index dropped another point in September to 22.0 from 22.9 in August.
We anticipate that the declining price environment will worsen through the
fall, as builders attempt to capture as much demand as possible before the
seasonal, winter slowing. High and rising inventory continues to worsen the
situation as the buyers are confronted with many choices of available
homes. Our home listings (inventory) index fell to 28.2 in September, down
from 30.0 in August (lower levels indicate rising inventory).

® Weak traffic across the country, slight improvement in DC, Ft. Myers
and Phoenix; worsening in Dallas, Jacksonville, and Southern
California: Washington, DC and Ft. Myers had traffic levels that reached
above 30, as traffic improved modestly in those markets, but remained
below the expectations of agents. On the other hand, Dallas, Jacksonville,
and Southern California (both the Los Angeles area and the Inland Empire)
saw further declines in traffic from already low levels. We will continue to
watch trends in individual markets closely for any early signs of a rebound
from the current challenged levels.
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Prices Dropping on Depressed Traffic

For those who may be unfamiliar with our survey, we center our indices around 50
so that readings above 50 indicate positive or improving trends and readings below
50 indicate negative or worsening trends. Please see page 5 for a full description of
our survey methodology.

Still no rebound in traffic in September: Our Monthly Survey of Real Estate Agents
indicated a continued low level of homebuyer traffic in September, dashing hopes of a
rebound at the start of the fall season. This weakness in traffic is problematic for builders
and for sellers of existing homes, as limited traffic levels in the summer months could be
brushed aside as a short-term payback following the end of the homebuyer tax credit.
September is now the fifth month of weak traffic following the end of the tax credit, and the
duration of the weakness indicates that it is more than just the short-term payback.

Buyers hesitant to “buy now and get stuck for 10 years”: Agents consistently cited the
fear among buyers of further declines in home prices, along with worries about the job
market and concerns of limited credit availability. Our traffic index was essentially
unchanged in September from August, registering 17.9 vs. 17.0 in August. Builders have
responded to the weak traffic by increasing incentives and lowering prices — a trend we
expect to continue given both the continued-weak traffic and the high inventory levels.

Agents note price declines at end of summer, start of fall: Our home price index
dropped another point in September to 22.0 from 22.9 in August. We anticipate that the
declining price environment will worsen through the fall, as builders attempt to capture as
much demand as possible before the seasonal, winter slowing. High and rising inventory
continues to worsen the situation as the buyers are confronted with many choices of
available homes. Our home listings (inventory) index fell to 28.2 in September, down from
30.0 in August (lower levels indicate rising inventory).

Weak traffic across the country, slight improvement in DC, Ft Myers and Phoenix;
worsening in Dallas, Jacksonville, and Southern California: Washington, DC and Ft
Myers had traffic levels that reached above 30, as traffic improved modestly in those
markets, but remained below the expectations of agents. On the other hand, Dallas,
Jacksonville, and Southern California (both the Los Angeles area and the Inland Empire)
saw further declines in traffic from already low levels. We will continue to watch trends in
individual markets closely for any early signs of a rebound from the current challenged
levels.
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Exhibit 1: Traffic Remains at Depressed Levels, Further Pressure on Home Prices

05 October 2010

Buyer Home Home Time

Traffic Price Incentive Listings to Sell

Month Index Index Index Index Index
Apr-2008 331 206 28.3 27.2 24.2
May-2008 315 214 30.8 32.1 24.9
Jun-2008 29.0 221 28.8 33.6 26.6
Jul-2008 274 210 30.5 34.7 24.9
Aug-2008 259 201 29.7 375 25.7
Sep-2008 24.0 17.5 30.6 39.5 225
Oct-2008 19.6 15.3 29.6 41.0 19.9
Nov-2008 19.8 15.3 30.3 45.3 22.0
Dec-2008 25.3 13.3 30.3 48.0 23.2
Jan-2009 36.5 15.9 32.1 43.5 26.6
Feb-2009 36.0 17.1 311 40.5 28.2
Mar-2009 395 205 325 41.7 334
Apr-2009 48.4 248 35.3 45.3 42.6
May-2009 454  27.0 375 47.0 44.6
Jun-2009 43.1 30.9 41.2 52.4 43.7
Jul-2009 43.4 336 40.3 56.0 46.2
Aug-2009 445 345 40.4 55.9 45.4
Sep-2009 448  36.3 41.0 57.2 43.7
Oct-2009 435 37.6 43.8 57.2 44.1
Nov-2009 43.0 341 40.2 60.2 42.9
Dec-2009 41.1 356 41.6 61.6 40.3
Jan-2010 435 35.0 41.8 51.3 394
Feb-2010 414 357 41.9 46.1 42.9
Mar-2010 43.1 399 42.9 395 45.8
Apr-2010 48.7 434 43.1 38.2 49.1
May-2010 315 389 41.2 42.0 42.6
Jun-2010 19.1 321 43.7 38.9 29.6
Jul-2010 169 26.8 40.7 36.3 23.6
Aug-2010 17.0 229 37.1 30.0 19.1
Sep-2010 179 220 38.4 28.2 18.8
Point change 0.9 (0.9) 1.3 (1.7) (0.3)

Source: Credit Suisse estimates

Exhibit 2: Home Prices Remain Under Pressure Following Several Months of Weak Demand and Rising Inventory

Traffic Lewvels Versus Expectations

O More than expected B Meets expectations @ Less than expected

How Do the Recent 30 Days Compare to the Prior
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Survey Methodology

We survey real estate agents, as we believe agents provide an accurate assessment of
local housing market trends in both the new and existing home markets. We view an
understanding of the existing home market as crucial to homebuilders as it represents
85% of total sales, and trends in the existing home market often dictate trends in the new
home market.

Each month, we survey agents about trends in buyer traffic levels, home prices, incentives,
inventory levels, and the length of time needed to sell a home. In September, we received
responses from 1,200 real estate agents across the country. We review responses and
calculate an index for each of the questions with levels above 50 indicating positive trends,
levels below 50 indicating worsening trends, and a level of 50 indicating a neutral trend.

1) Are traffic levels in-line with, above, or below your expectations for this time of
year? (Because of seasonality to traffic trends — generally more traffic in Spring and less
in Fall/Winter — we ask about traffic relative to the expectations for this time of year rather
than how traffic compared to the prior month). A traffic index above 50 means that traffic
was above the expectations of agents, a traffic index of 50 means that traffic was in-line
with expectations, and a traffic index below 50 means that traffic was below expectations.

2) Have prices remained the same, increased, or decreased over the past 30 days?
A price index above 50 indicates that prices increased over the past 30 days, a price index
of 50 indicates that prices were flat, and a price index below 50 indicates that prices
decreased.

3) Have incentives remained the same, increased, or decreased over the past 30
days? An incentive index above 50 indicates that incentives decreased over the past 30
days, an incentive index of 50 indicates that incentives were unchanged, and an incentive
index below 50 indicates that incentives increased.

4) Do you see the same, more, or fewer, listings as compared with 30 days ago? An
inventory (listings) index above 50 indicates that the inventory of homes for sale
decreased over the past 30 days, an inventory index of 50 indicates that inventories were
unchanged, and an inventory index below 50 indicates that inventories increased.

5) Does it take the same, more, or less time to sell a house? A time to sell index above
50 indicates that the time needed to sell a home decreased over the past 30 days, a time
to sell index of 50 indicates that the time needed to sell a home was unchanged, and a
time to sell index below 50 indicates that the time needed to sell a home increased.
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Exposure to Key New Home Markets

The market exposure of homebuilders to the key housing markets is outlined in the table
below.

Exhibit 3: Summary of Homebuilders’ Exposure to Key New Home Markets

2009 1-Family Estimated Market Exposure

Market Permits DHI HOV KBH LEN MDC MTH NVR PHM RYL SPF TOL
Atlanta, GA 5,397 2% - - - - - - 4% 5% - -
Austin, TX 6,669 5% - 5% 4% - 11% - 4% - - -
Charlotte, NC 4,426 2% - 4% - - - 10% 4% 4% 6% -
Chicago, IL 4,442 3% 3% - - - - - 3% 4% - -
Dallas, TX 14,130 7% 8% - 2% - 20% - 5% 7% - -
Denver, CO 2,709 2% - 2% 1% 8% - - 1% - - -
Fort Myers, FL 906 - - 1% 5% - - - 1% 2% - -
Houston, TX 22,360 4% 11% 9% 17% - 21% - - - - -
Inland Empire, CA 4,557 4% 5% 7% 5% - - - 3% - 13% -
Jacksonville, FL 3,320 3% - 4% 2% 6% - - 1% 4% - -
Las Vegas, NV 3,791 3% - 8% 4% 18% - - 4% - - -
Los Angeles, CA 3,388 1% 1% 3% 2% 3% - - 1% - 3% -
Miami, FL 2,272 1% - - - - - - - - - -
Minneapolis, MN 3,631 1% 3% - 3% - - - 2% 4% - -
NY - Northern NJ 6,416 0% 8% - 3% - - 1% - - - 12%
Orlando, FL 3,707 1% - 5% 2% - - - 3% 5% - -
Phoenix, AZ 8,657 13% - 5% 4% 24% 11% - 12% - 12% -
Seattle, WA 5,019 1% - - - - - - 1% - - -
Tampa, FL 3,933 1% - 3% 5% - - - 1% 5% 7% -
Washington, DC 9,014 - 6% - 3% - - 20% 3% 4% - 21%
Total Exposure to Top 20 118,744 55% 47% 58% 62% 59% 64% 32% 53% 44% 40% 33%

Source: Company data, Builder Online, Credit Suisse estimates
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Atlanta, GA — Economic Fears Keep Traffic

i N
Depressed Traffic
. . . L . Home Prices N
(5,397 single-family building permits in 2009, 8th largest market in the country)
Incentives @

Traffic struggles to improve. Our September traffic index increased marginally from
depressed levels in August, as our traffic index came in at 20 from 13 in August, pointing
to traffic still well below agents’ expectations (readings below 50 indicate traffic below
expectations). Agents noted that buyers were worried about the direction of home prices,
leading to caution and hesitancy. One agent mentioned, “The uncertainty in the market
has been a drag.” Another stressed that, “Confidence in job security is not encouraging.
People are not ready to buy homes right now.” Agents also noted instances in which
buyers and sellers can not agree on price. Buyers want the best deal while sellers holdout
for better offers. However one agent commented, “Traffic has been better when sellers are
more aggressive (lower) on pricing,” with additional positive feedback in the market for
foreclosures.

“It is becoming more
difficult to get financing.”

Home prices face continued pressure. Agents surveyed noted that prices continued to
decline in September, as our home price index came in at 19 from 17 in August, still well
below a neutral reading of 50, indicating lower prices over the last 30 days. We expect the
weak readings to continue, as demand remains soft and inventory is high and rising. Our
home listings index came in at 44 in September (from 33 in August), coming in just shy of
a neutral reading of 50, indicating higher inventory levels over the past month. Our time to
sell index, which reflects both traffic and inventory trends, pointed to a further lengthening
in the time needed to sell a home, coming in at 17 from 13 last month (readings below 50
point to lengthening times needed to sell homes). An increased time to sell is generally a
negative indicator of future home prices.

Comments from real estate agents:

m  “Buyers want better than average deals. When sellers refuse, the buyers walk.
Each side wants to hold its ground.”

®  “Poor economic conditions and higher unemployment translates to terrible traffic.”

Ryland and Pulte Homes have the most exposure. Ryland has the greatest exposure to
Atlanta with approximately 5% of net sales, followed by Pulte Homes with 4%.

Exhibit 4: Price Pressure Likely to Continue as Traffic Remains Weak and Inventory Levels Rise

Traffic Levels Versus Expectations How Do the Recent 30 Days Compare to the Prior
30 Days...
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60% -+
40% -

20% -

0% -

Home Prices Incentives Time to Sell

O More than expected m Meets expectations m Less than expected O Increased m Remained the same @ Decreased

Source: Credit Suisse estimates
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Austin, TX — “Weak Economy” Weighing on Buyers;

Decisions Postponed Traffic N
Home Prices $

(6,669 single-family permits in 2009, 5th largest market in the country)
Incentives %

Buyer traffic remains depressed. Our buyer traffic index continued to show traffic well
below agents’ expectations, as our index came in at 13, unchanged from the very weak
readings in August, with readings below 50 pointing to traffic below expectations. Agents’
commentary was centered on buyers’ nervous approach to the market. Agents
consistently mentioned that buyers lack confidence and are not sure about the “stability of
the market.” Another stressed that “Buyers worry about their future. They think buying a
home is too much of a risk.” There was also a lack of excitement in the market, as one
agent noted that buyers were “jaded and unenthusiastic” about buying. This continues the
theme from the summer, when buyers also had little urgency to enter the market.

“Buyers are scared.”

Prices fall further as inventory levels create added pressure. Prices continued to fall in
September, as our home price index came in at 24 (from 16 in August), suggesting lower
prices over the last 30 days (readings below 50). This marks the fifth consecutive month
when agents noted lower prices in Austin. We expect prices to remain weak, as inventory
levels trended higher in September. Our home listings index fell to 5 in September from an
already weak 13 in August, with anything below 50 pointing to rising inventory. Meanwhile,
our time to sell index remained at very low levels, as it came in at 11 (from 8 in August),
suggesting an increased time to sell (readings below 50 point to an increased time to sell).
We think additional price declines will follow.

Comments from real estate agents:
m  “Prices keep falling. Nobody wants to buy in this environment.”

m “People have pre-election jitters. They want more clarity before they buy.”

Meritage, D.R. Horton and KB Home have the most exposure. Meritage has the
greatest exposure to Austin with approximately 11% of net sales, followed by D.R. Horton
with 5% and KB Home with 5%.

Exhibit 5: Inventory Keeps Rising as Demand Remains at Very Weak Levels

Traffic Lewvels Versus Expectations How Do the Recent 30 Days Compare to the Prior
30 Days...
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Source: Credit Suisse estimates
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Charlotte, NC — Buyers Lack Interest in a Falling
Price Environment

(4,426 single-family permits in 2009, 13th largest market in the country)

Buyers lack motivation. Our buyer traffic index bounced slightly higher from very low
levels in August, coming in at 18 in September from 11 last month, still pointing to traffic
short of expectations (readings below 50). Agents attributed the weak traffic to a lack of
urgency among buyers. According to those surveyed, people will only move forward with a
purchase if they feel they are getting the best possible deal. One agent noted, “There is
absolutely no urgency... people want the deal they think is just perfect.” Another
mentioned that this sentiment is likely fueled by a “fear of the market. Prices and rates
keep dropping. People think we haven’t reached the bottom yet.” Another noted, “There is
an overall lack of buyers. Incentives and price have not been enough to attract interest.”
Agents also highlighted buyers’ worries over the economy and job security.

Prices weaken further as inventory increases and sellers adjust. Prices in Charlotte
continued to fall, as our home price index fell to 18 in September from 23 in August,
moving further from a neutral reading of 50, pointing lower prices over the past 30 days
(readings below 50). We expect further pressure, as our home index listings points to
higher inventories over the past month. Our home listings index fell to 24 (from 31 in
August) further from a neutral reading of 50, with readings below 50 pointing to rising
inventory. Our time to sell index came in at 21 in September (from 12 in August), with
readings below 50 pointing to an increased time to sell. We believe the longer time to sell,
is a negative indicator of future pricing.

Comments from real estate agents:

®  “The number of showings on my listings has dropped 60%. There is no more
motivation.”

m  “People are insecure about their jobs. They have no urgent reason to buy now.”

NVR and Standard Pacific have the most exposure. NVR has the greatest exposure to
Charlotte with approximately 10% of sales, followed by Standard Pacific at 6%. Charlotte
represents approximately 4% of sales for Pulte, Ryland, and KB Home.

05 October 2010

September Market Trends

Traffic %
Home Prices @
Incentives @

“The economy is pushing
people away.”

Exhibit 6: Buyers Wait for Better Opportunities as Expectations for Further Prices Declines Continue

Traffic Levels Versus Expectations How Do the Recent 30 Days Compare to the Prior
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Source: Credit Suisse estimates
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Chicago, IL — Buyers Uncertain about Market,
Patiently Wait for More Stability Traffic

(4,442 single-family permits in 2009, 12th largest market in the country)

Home Prices %

Incentives “

Buyers unsure about the direction of the market. Buyer traffic remained well below
expectations in September, as our traffic index came in at 12 (from 10 in August), with
readings below 50 pointing to traffic short of agents’ expectations. Agents stressed buyers’
lack of faith in the economy for September’s weak traffic levels. One agent stressed that
“Buyers’ uncertainty about jobs has removed all motivation from the market.” Another
highlighted that “The potential for further price declines has kept people from finalizing
decisions. Buyers get nervous when faced with that scenario.” This has led to a lack of
urgency, consistency with recent months. One agent mentioned, “Buyers have a wait and
see attitude. They think better deals are ahead.”

“There is a ton of
inventory available.”

Pricing under pressure. Prices continued to fall in September as our price index came in
at 11, unchanged from August, pointing to sequentially lower prices over the past month
(readings below 50). We think there is risk for additional declines in the coming months
based on consistently weak traffic and higher inventory trends. Our home listings index
came in at 33 (from 25 in August), below a neutral reading of 50, pointing to higher
inventory levels over the past month (readings short of 50). In addition, our time to sell
index came in at 19 in September, up from the low reading of 7 in August, but still pointing
to longer times needed to sell over the past 30 days (readings below 50). The increased
time sell suggests continued price pressure.

Comments from real estate agents:

m  “People are scared about what might happen to their finances if they buy in this
environment.”

m  “Buyers think there is still more downside to prices.”

Ryland, Hovnanian, Pulte and D.R. Horton have the most exposure. Ryland has the
greatest exposure to Chicago with approximately 4% of sales in the market, followed by
Hovnanian, Pulte and D.R. Horton with approximately 3% of sales each.

Exhibit 7: Prices Continue to Decline

Traffic Levels Versus Expectations How Do the Recent 30 Days Compare to the Prior
30 Days...
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Source: Credit Suisse estimates
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Dallas, TX — Economic Anxiety Causes Buyers to
Become Increasingly Cautious Traffic
. . o . Home Prices $
(14,130 single-family permits in 2009, 2nd largest market in the country)
Incentives %

Buyers remain worried about job security. Buyer traffic fell in September, coming in
further below agents’ expectations, as our traffic index fell to 12 in September from 21 in
August. This marks the fifth consecutive month of lower than expected traffic in Dallas.
Agents noted that buyers were concerned about their employment and the health of the
economy. One agent mentioned, “In spite of the buyers market right now, people are
willing to wait on the sidelines until conditions improve.” Agents stressed that buyers are
“skeptical” over the state of the housing market. In addition to economic uncertainty, one
agent mentioned “the disconnect between what sellers are asking and what buyers are
willing to pay.” Agents stressed that buyers’ financial health was a key factor, which for
most buyers was not strong enough to go ahead with a purchase.

“People are having more
problems securing
financing.”

Home prices continue to slide. Home prices fell further in September, as our home price
index came in at 26 (from 21 in August), coming in short of a neutral reading of 50
(readings below 50 point to sequentially lower prices). This marks the fifth consecutive
month of agents noting declining prices in Dallas. Meanwhile, we expect additional
pressure on pricing, as inventories trended higher in September. Our home listings index
came in at 25, worse than 31 in August, and further from a neutral reading of 50 (readings
below 50 point to higher inventory levels). Our time to sell index also points to additional
pricing pressure, as our index came in at 17 in September (from 14 in August), remaining
well below a neutral readings of 50, pointing to an increased time to sell over the past 30
days, a negative indicator for future pricing.

Comments from real estate agents:

®  “Low interest rates are not enough for people. They are still worried about the
economy.”

m  “Buyers don't think prices are at the right level. They are willing to wait for better
deals.”

Meritage, Hovnanian, D.R. Horton and Ryland have greatest exposure. Meritage has
the greatest exposure to Dallas, representing 20% of its sales, followed by Hovnanian at
8% and D.R. Horton and Ryland with 8% each.

Exhibit 8: Buyers Expect Further Weakness in Housing Market, Prices

Traffic Levels Versus Expectations How Do the Recent 30 Days Compare to the Prior
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Source: Credit Suisse estimates
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Denver, CO — Bleak Outlook on Jobs and Prices,

. . @
Traffic Suffers Traffic
. . o . Home Prices @
(2,709 single-family permits in 2009, 33rd largest market in the country)
Incentives %

Fear drives weak traffic in September. Our buyer traffic index rebounded slightly in
September, after reaching a record low in August, coming in at 13 from 10 last month. This
points to buyer traffic far below agents’ expectations (readings below 50 point to traffic
short of expectations), and is Denver’s second lowest reading since we started the survey  «copnsumer confidence is
in 2005. Agents stressed that fear was the main driver behind the weak traffic in |5cking.

September, similar to commentary in August. Another agent stressed, “Worries over the

state of the economy still rule people’s decision making.” These concerns have led to

doubts over the future of the housing market. One agent stressed that “job uncertainty”

has kept buyers away. Another noted, “There is a concern that prices have not stabilized

and will continue to decline,” making buyers cautious, and reducing their level of interest.

Prices continue to fall on higher inventories, lack of demand. Our home price index
continue to fall in September, declining to 22 from 24 in August, pointing to lower prices
over the past month (readings below 50 suggest lower prices). This marks the fourth
consecutive month of lower prices for the region, and is the lowest price index in Denver
since December 2008. Prices have been pressured by high and rising inventory levels.
Our home listings index came in at 24 in September, unchanged from our August reading,
short of a neutral reading of 50, pointing to higher inventory levels over the past month.
This marks the seventh consecutive month of rising inventory levels in Denver. In addition,
our time to sell index, which reflects current demand and inventory trends, came in at 17 in
September from 10 in August. This points to an increased time to sell (readings below 50),
which we view as a leading indicator of future price declines.

Comments from real estate agents:
®  “The average buyer is extremely cautious.”

m “People are giving up hope because they don’t think they can get financing.”

MDC Holdings, D.R. Horton and KB Home have the greatest exposure. MDC Holdings
has the greatest exposure to Denver with approximately 8% of sales, followed by D.R.
Horton and KB Home with approximately 2% of sales.

Exhibit 9: Buyers Remain Worried Over Financial Stability
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Ft. Myers, FL — Prices Weighed Down by Economic

Concerns and Higher Inventory Traffic N
. . . . Home Prices @

(906 single-family permits in 2009, 93rd largest market in the country)
Incentives @

Unemployment a “big factor” in weak traffic, but slight increase in September. Our
September buyer traffic index increased slightly from August, coming in at 36 from 28 last
month, but still indicated that traffic was lower than expected (readings below 50 point to
traffic below expectations). This marks the fourth consecutive month of lower than
expected traffic for the region. Agents mentioned that buyers were prone to waiting for the
market to stabilize before jumping into a purchase. High unemployment helped fuel this
sentiment, with several agents commenting on buyers’ weak economic expectations. One
agent also stressed the difficulty in getting loans, which discouraged buyers from looking
seriously. However, one agent said that while traffic is down, those buyers looking for
homes are becoming increasingly serious. In addition, agents mentioned that traffic
improved following the capping of the oil well, easing “the concerns over the health of the
market.”

“Buyers think it is too
hard to get loans.”

Home prices continue to face pressure. Home prices weakened further in September,
as our home price index came in at 32 (from 21 in August), suggesting lower prices over
the last 30 days (readings below 50 point to declining home values), marking the second
consecutive month of lower values. This likely comes on the heels of higher inventory
levels. Our home listings index came in at 41, unchanged from our August reading,
pointing to higher inventories over the past month (readings below 50 suggest higher
inventory levels). We also think sellers may soon become more flexible on price, as our
time to sell index, a measure of current demand and inventory levels, came in at 27,
suggesting an increased time to sell over the past month (readings below 50). We remain
concerned over inventory levels, as well as shadow foreclosure inventory held by banks in
Florida, and their negative impact on prices

Comments from real estate agents:
B “The unemployment risk is scaring a lot people away.”

m  “Buyers keep mentioning the economy. They are concerned.”

Lennar has the most exposure. Lennar has the greatest exposure to Ft. Myers with
approximately 5% of net sales

Exhibit 10: Prices Fall for Second Consecutive Month, Higher Inventories Point to Additional Weakness
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Houston, TX — Buyers Increasingly Cautious About
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(22,360 single-family permits in 2009, largest market in the country)
Incentives @

Buyers remain apprehensive over economic stability. Our buyer traffic index remained
at very depressed levels in September, coming in at 14 from 13 in August, remaining well
below a neutral reading of 50, suggesting traffic failed to meet agents’ expectations
(readings below 50). This marks the seventh consecutive month of lower than expected
traffic for Houston. Agents noted that buyers were becoming less confident in the economy,
creating a heightened sense of “pessimism” about the direction of the housing market.
Agents mentioned that buyers’ concerns over a lack of job growth and a growing inventory
of homes for sale led them think twice before making a commitment to a property. One
agent said, “Buyers are worried that home prices are going to fall again. They are willing to
hold off until the market looks better.” According to another, “People do not want to have a
mortgage with their levels of economic uncertainty.”

“A large amount of
properties have come to
the market.”

Home prices dip further in September. Home prices continued to fall in September, as
our home price index fell to 21 from 26 in August, pointing to lower prices over the past
month (readings below 50 point to sequentially lower prices). This marks the seventh
consecutive month of agents indicating lower home prices in Houston, and is the lowest
reading in Houston since March 2009. Meanwhile, inventory levels continued to rise, as
our home listings index came in at 33, slightly better than 29 in August, but still well below
a neutral reading of 50, pointing to higher inventory levels (readings below 50). Worse for
pricing, our time to sell index came in at 14 (from 11 in August), below a neutral reading of
50, suggesting that the time to sell increased (readings below 50).

Comments from real estate agents:
® “My buyers have a general feeling of another economic downturn.”

m  “Buyers are becoming increasingly patient because they have more inventory to
choose from.”

Meritage, Lennar, and Hovnanian have the most exposure to Houston with
approximately 21%, 17%, and 11%, respectively, of their net sales.

Exhibit 11: Buyers Remain Skeptical about Buying Now, Prices Continue to Fall
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Jacksonville, FL — Traffic Falls as Buyer Expect More
Pain Ahead Tt
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Incentives “

(3,320 single-family permits in 2009, 23rd largest market in the country)

Traffic dips further below expectations. Our buyer traffic index fell again in September,
coming in at 11, down from 20 in August, pointing to traffic well below agents’ expectations
(readings below 50). The marks the lowest reading for Jacksonville since September 2008,
and is the fourth consecutive month of lower than expected traffic. Agents commented that
buyers were worried that the market hasn't yet stabilized. Concerns centered on rushing
into a home, only to miss out on a better deal in the near-future, while also being locked
into a large mortgage. One agent said, “Buyers are looking, but they are afraid of what
they might get themselves into.” According to another, “My clients are being more and
more patient. They think better deals are out there, and they want to make sure they get
the best one.” Meanwhile, one agent highlighted that investor demand has started to wane,
as they are also thinking they may get better deals down the road.

“Appraisals have been
killing deals.”

An increased time to sell spells trouble for more price declines. Agents said prices
continued to fall in September, as our home price index came in at 22, unchanged from
August, suggesting lower prices over the past month (readings below 50 point to
sequentially lower prices). Meanwhile, inventory levels edged higher according to agents,
as our home listings index came in at 44, just shy of a neutral reading of 50, suggesting
higher inventories over the past 30 days. We remain concerned over Jacksonville’s
inventory, as we think there is additional risk from shadow foreclosure inventory held by
banks. Our time to sell index came in at 22, down from 25 in August, and further from a
neutral reading of 50, suggesting an increased time to sell over the past month (readings
below 50).

Comments from real estate agents:
®m  “Buyers just can’'t make up their minds with the housing mess we’re in.”

® “There is interest for REOs, but financing is harder than most buyers anticipate.”

MDC Holdings, Ryland, and KB Home have the most exposure to Jacksonville with
approximately 6%, 4%, and 4%, respectively, of their sales.

Exhibit 12: Buyers Expect More Price Declines

Traffic Levels Versus Expectations How Do the Recent 30 Days Compare to the Prior
30 Days...

100% -

8%

80% -
60% -
40% -+

20% | 11%11%

0% -

Home Prices Incentives Time to Sell

O More than expected B Meets expectations @ Less than expected @ Increased W Remained the same m Decreased

Source: Credit Suisse estimates

Monthly Survey of Real Estate Agents 15



AN

CREDIT SUISSE 05 October 2010

Las Vegas, NV — Price Fall, but Not Enough to
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(3,791 single-family permits in 2009, 18th largest market in the country)
Incentives %

Buyer traffic remains at low levels. Our buyer traffic index remained depressed in
September, falling to 20 from 21 in August, pointing to traffic below agents’ expectations
(readings below 50), marking the fourth consecutive month of lower than expected traffic
in Las Vegas. Agents credited the weak traffic in September to anxiety over the economy,
the local job market, and the instability of home prices. One agent mentioned, “The
uncertainty is stopping buyers from doing anything. They want more clarity before they go
ahead with a purchase.” Another agent mentioned, “The unemployment picture is grim
here. Buyers are worried their jobs are on the line, and don’t want to get caught with a
mortgage.” This continues themes from our August survey, in which fears over the
economy caused people to reconsider whether or not to buy a home. One agent also
mentioned, “My clients think prices are going to fall more. They do not want to feel rushed,
they want an absolute bargain.”

“Buyer confidence is
generally poor.”

Prices fall again; expect additional risk from higher inventories. Home prices showed
further deterioration in September, as our home price index fell to 30 from 32 in August,
pointing to lower prices over the past month (readings below 50), marking the region’s
fourth consecutive month of price declines. We would expect increased pressure on
prices, as inventory levels continue to trend higher. Our home listings index came in at 20,
slightly better than 18 in August, but still well below a neutral reading of 50, pointing to
sequentially higher inventory levels (readings below 50). We think this is a negative
indicator of future pricing.

Comments from real estate agents:
® “The urgency is gone. People are waiting for lower prices.”

® “My clients are waiting for the bottom. They don’t think we’re there yet.”

MDC Holdings and KB Home have most exposure to Vegas. MDC has the greatest
exposure to Las Vegas with 18% of net sales, followed by KB Home with 8%.

Exhibit 13: Buyers Seek Bargains and Wait for Prices to Fall Further
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Los Angeles, CA — Buyers Remain Cautious, Look
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Traffic slips, comes in well below expectations. Our buyer traffic index fell in
September, coming in at 15 from 23 in August, pointing to traffic well short of agents’
expectations for this time of year (readings below 50). The reading was the lowest for Los
Angeles since November 2007, and is the fourth consecutive month of lower than
expected traffic. Agents noted that buyers saw little reason to buy, given the weak
employment picture and expectations for continued economic pressure. One agent
mentioned, “Buyers are taking their time making decisions. There is no urgency.”
According to another agent, “Potential unemployment has people worried. They don’t want
to buy if they think they are going to lose their jobs.” Agents also voiced buyers concerns
over a double dip in home prices. One agent highlighted, “Fears of more price declines are
holding buyers back.” Buyers appear to want better deals before stepping in, as one agent
mentioned, “Prices are better right now, but that hasn’t attracted additional buyers."

“There are growing
concerns about price.”

Home prices fall again in September as buyers see plenty of inventory. Agent noted
that home prices fell for the third straight month in September, as our home price index
came in at 26 (from 25 in August), with readings below 50 pointing to lower prices over the
last 30 days. We believe home prices will likely face additional pressure, as inventory
levels continue to rise. Our home listings index came in at 34 (from 32 in August), still
short of a neutral reading of 50, pointing to higher inventory levels over the past month
(readings short of 50 suggest higher inventory levels). Our time to sell index came in at 23,
up from 10 in August, but still well below a neutral reading of 50, pointing to an increased
time to sell (readings below 50). We believe an increased time to sell is negative indicator
of future pricing.

Comments from real estate agents:

m  “Buyers are taking their time to make decisions because they have such a
selection to choose from.”

m  “Buyers have a lack of confidence to buy.”

KB Home, Standard Pacific and MDC have the most exposure. Approximately 3% of
sales for Hovnanian, KB Home and Standard Pacific come from L.A., the most among the
large builders.

Exhibit 14: Buyers Keep an Eye on the Market, but Wait for More Stability
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Miami, FL — Buyers Want Deals, but Weak Outlook
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Economic conditions pressure traffic. Our buyer traffic index was slightly better in
September, coming in at 29 from 25 in August, but still below a neutral reading of 50,
pointing to traffic short of expectations (readings below 50). Agents stressed that high
unemployment and concerns over job security led people to shy away from the market in
our September survey. One agent highlighted that buyers were still worried over the
strength of the economy and whether their personal finances were in order, should the
economy go south. Another agent said, “Market conditions are deteriorating and more
buyers are sitting on the sidelines.” Yet another mentioned, “Layoffs and the slow
economy have my clients afraid.” The expectations for a weaker economy have also led to
expectations for additional price declines, which buyers think may open the door to better
bargains. One agent noted, “Buyers are hoping prices will fall further. They are looking for
steals.” One agent did note that price drove slightly better traffic in September, mentioning
“I have inventory at better prices...buyers respond to that.”

“The urgency is not
there.”

Prices decline and inventory levels trend even higher. Agents said home prices fell in
September, as our home price index fell to 28 from 29 in August, suggesting lower prices
over the past month (readings below 50 point to sequentially lower prices). Inventories
added to this pressure, as our home listings index came in at 22 from 46 in August,
suggesting higher inventory levels over the past month (readings below 50 point to higher
inventory levels). Meanwhile, our time to sell index came in at 28, down from 31 in August,
and further from a neutral reading of 50, suggesting an increased time to sell over the past
month (readings below 50).

Comments from real estate agents:
®  “There is a general feeling that prices will be pushed further downward.”

m  “Buyers still have a lot of uncertainty.”

D.R. Horton has the most exposure. D.R. Horton has the greatest exposure to Miami,
but with only approximately 1% of sales.

Exhibit 15: Buyers Expect Prices to Fall Further
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Minneapolis, MN — Buyers Want Lower Prices;
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Traffic levels remain low, buyers want better pricing. Our buyer traffic index was up
slightly in September from very low levels in August, as our index came in at 14 from 8 last
month, still pointing to traffic well below agents’ expectations (readings below 50 point to
traffic below expectations). This marks the fifth consecutive month of lower than expected
traffic for Minneapolis. Agents stressed that buyers are anticipating another drop in prices
in our September survey. Several agents mentioned that buyers were not looking to
purchase homes now, as they expect to get better deals if they wait. One agent said,
“Potential buyers are on the fence, expecting prices to fall further.” Another agent said,
“Buyers realize that home prices are probably going to fall.” This expectation has led to a
lack of urgency in the market, which has been exacerbated by a weak job market and a
lack of confidence in housing. One agent mentioned, “The main concern with my buyers is
the economy. Until that improves, | think traffic levels are going to stay low.”

“There is no sense of any
improvement.”

Patient buyers and higher inventories lead to lower prices. Our home price index fell
sharply in September, coming in at 15, down from 28 in August, pointing to lower prices
over the past 30 days (readings below 50), marking the fifth consecutive month of price
declines. This is the lowest reading for Minneapolis since January 2009. We expect
additional weakness in pricing given that inventory levels are trending higher. Our home
listings index fell to 26 from 32 in August, falling further from a neutral reading of 50,
pointing to higher inventory levels over the past month (readings below 50). Meanwhile,
our time to sell index came in at 16 in September (from 20 in August), pointing to an
increased time to sell over the past 30 days (readings belo