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Windermere Real Estate is proud to partner with Gardner Economics on this analysis of the Western Washington
real estate market. This report is designed to offer insight into the realities of the housing market. Numbers alone
do not always give an accurate picture of local economic conditions; therefore our goal is to provide an explanation
of what the statistics mean and how they impact the Western Washington housing economy. We hope that
this information may assist you with making an informed real estate decision. For further information about the

real estate market in your area, please contact your Windermere agent.
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REGIONAL ECONOMICS

PERCENT CHANGE IN ANNUAL EMPLOYMENT

The theme that appears to be most appropriate for this issue of the
Gardner Report is “location.” As | pore through the data that is presented
here, itis quite clear that after falling off the proverbial economic precipice
in 2008, we have come out of the free fall and are starting up the long
road to recovery on both the job front as well as in our real estate markets.

Between March of 2011 and March of 2012, the markets considered in
this report added a very impressive 54,230 jobs—a 2.58 percent growth
rate, which far exceeds that of Washington State as a whole, or even the
United States average. As the charts to the right indicate, nine counties
expanded their employment base with just seven shrinking. When |
compare this to our last report where just six counties expanded while
ten contracted, it is clearly a better picture.

Drawing on the aforementioned “location” theme, all markets are not
created equal, and this is demonstrated by the employment growth
figures, with major employment centers seeing the greatest increase
in growth. When looking at year-over-year growth, Snohomish County
(+4.6%) continues to lead the way followed by King (+3.2%) and Whatcom
(+2.4%) Counties. Job losses were most profound in San Juan County
(-2.8%), followed by Kittitas County (-2.3%), Grays Harbor County (-1.5%),
and Cowlitz County (-1.4%).

For perspective, over the past 12 months, the region added 56,460 jobs
in nine counties while losing 2,230 jobs in the remaining seven.

From an unemployment rate perspective, the improvement has been
quite remarkable with all but one county (Grays Harbor) showing
improvement over the past 12 months.

| glanced back on some old reports recently and shuddered at some of
the numbers. In 2008, our region lost 27,370 jobs and in 2011 we grew by
24,350. This latest report shows that our growth rate is substantial when
compared to a year ago, however | cannot see this rate of growth being
sustained at its current pace. As a result, | am going to give the current
employment situation a “B-" grade, up a notch from the last quarter, but
at a level that it will likely stay for a while. My expectations for 2012 are still
positive, but we may be disappointed by the speed at which we create
new jobs as we enter the summer.
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Snohomish (Everett MSA) 4.6%
King (Seattle/Bellevue MSA) 3.2%
Whatcom (Bellingham MSA) 24%
Pierce (Tacoma MSA) 2.0%
Lewis (Centralia MSA) 1.8%
Thurston (Olympia MSA) 0.8%
Island (Oak Harbor) 0.7%
Clallam (Port Angeles MSA) 0.6%
Mason (Shelton MSA) 0.1%
Skagit (Mt. Vernon-Anacortes MSA) -0.5%
Jefferson (Port Townsend MSA) -0.5%
Kitsap (Bremerton/Silverdale MSA) -09%
Cowlitz (Longview MSA) -14%
Grays Harbor (Aberdeen MSA) -1.5%
Kittitas (Ellensburg MSA) -2.3%
San Juan (Friday Harbor MSA) -2.8%
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Growth Growth

County Growth Rate County Growth  Rate
Clallam (Port Angeles MSA) 140 0.6% | Lewis (Centralia MSA) 400 1.8%
Cowlitz (Longview MSA) -500 -14% | Mason (Shelton MSA) 10 0.1%
Grays Harbor (Aberdeen MSA) -320 -1.5% | Pierce (Tacoma MSA) 5,200 2.0%
Island (Oak Harbor) 110 0.7% | San Juan (Friday Harbor MSA) -130 -2.8%
Jefferson (Port Townsend MSA) -40 -0.5% | Skagit (Anacortes MSA) -200 -0.5%
King (Seattle/Bellevue MSA) 36,600 3.2% | Snohomish (Everett MSA) 11,300 4.6%
Kitsap (Bremerton/Silverdale MSA)  -700 -09% | Thurston (Olympia MSA) 800 0.8%
Kittitas (Ellensburg MSA) -340 2.3% | Whatcom (Bellingham MSA) 1,900 2.4%

Washington State

Not Seasonally Adjusted

United States
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REGIONAL ECONOMICS

UNEMPLOYMENT RATE COMPARISON UNEMPLOYMENT RATE YEAR-OVER-YEAR
County Unemployment us
(Metropolitan Area) Employment Rate
Washington State
Clallam (Port Angeles MSA) 21,790 11.2%
Lewis (Centralia MSA)
Cowlitz (Longview MSA) 34,800 12.0%
Grays Harbor (Aberdeen MSA)
Grays Harbor (Aberdeen MSA) 21,190 14.2%
Cowlitz (Longview MSA)
Island (Oak Harbor) 15,040 9.1%
Mason (Shelton MSA)
Jefferson (Port Townsend MSA) 7930 104%
Clallam (Port Angeles MSA)
King (Seattle MSA) 1172,700 71%
Skagit (Mt. Vernon-Anacortes MSA)
Kitsap (Bremerton/Silverdale MSA) 81,300 8.2%
Jefferson (Port Townsend MSA)
Kittitas (Ellensburg MSA 14,640 9.8%
titas (Ellensburg ) ' 0 Pierce (Tacoma MSA)
i i [0)
Lewis (Centralia MSA) 22,620 14.1% Snohomish (Everett MSA)
Mason (Shelton MSA) 12,670 11.6% island (Oak Harbon)
Pierce (Tacoma MSA) 268,300 9.8% Kittitas (Ellensburg MSA)
San Juan (Friday Harbor MSA) 4570 8.5% Whatcom (Bellingham MSA)
Skagit (Mt. Vernon-Anacortes MSA) 43,000 10.2% Thurston (Olympia MSA)
Snohomish (Everett MSA) 256,200 84% San Juan (Friday Harbor MSA)
Thurston (Olympia MSA) 98,800 84% Kitsap (Bremerton/Silverdale MSA)
Whatcom (Bellingham MSA) 81,200 8.1% King (Seattle MSA)

6% 7% 8% 9% 0% 1%  12% 13% 14%  15%

B March 2011 Il March 2012
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REGIONAL REAL ESTATE

PERCENT CHANGE IN YEAR-TO-DATE CLOSED SALES

Our market reported 10,136 sales of existing homes in the first quarter
of this year—an impressive increase of 13.7 percent from the first
quarter of 2011. The most pronounced gains were seen in Mason
(+27.5%), San Juan (+25%), Snohomish (+17.9%), Pierce (+17.3%), and

King (+15%) Counties.

Declines in sales were found in just three counties—Cowlitz, Lewis,
and Skagit—but most were were extremely small and, as such, not any

real cause for concern.
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Mason (Shelton MSA) TS%
San Juan (Friday Harbor MSA) 25.0%
Snohomish (Everett MSA) 179%
Pierce (Tacoma MSA) 17.3%
King (Seattle/Bellevue MSA) 15.0%
Whatcom (Bellingham MSA) 14.6%
Clallam (Port Angeles MSA) 14.5%
Jefferson (Port Townsend MSA) 9.8%
Island (Oak Harbor) 9.7%
Kittitas (Ellensburg MSA) 8.7%
Grays Harbor (Aberdeen MSA) 6.2%
Thurston (Olympia MSA) 56%
Kitsap (Bremerton/Silverdale MSA) 52%
Skagit (Mt. Vernon-Anacortes MSA) -0.5%
Lewis (Centralia MSA) -4.2%
Cowlitz (Longview MSA) -11.6%
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CLOSED SALES ACTIVITY OF EXISTING SINGLE-FAMILY HOME & CONDO

YTD YTD YTD YTD
County Mar 12 Mar 11 County Mar 12 Mar 11
Clallam (Port Angeles MSA) 71 62 Lewis (Centralia MSA) 13 18
Cowlitz (Longview MSA) 130 147 Mason (Shelton MSA) 130 102
Grays Harbor (Aberdeen MSA) 138 130 Pierce (Tacoma MSA) 1,745 1488
Island (Oak Harbor) 158 144 | San Juan (Friday Harbor MSA) 35 28
Jefferson (Port Townsend MSA) 67 61 Skagit (Anacortes MSA) 212 213
King (Seattle/Bellevue MSA) 4,367 3,799 | Snohomish (Everett MSA) 1,626 1379
Kitsap (Bremerton/Silverdale MSA) 489 465 | Thurston (Olympia MSA) 396 375
Kittitas (Ellensburg MSA) 75 69 Whatcom (Bellingham MSA) 384 335
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REGIONAL REAL ESTATE

HOME PRICE GROWTH RATE

As can be seen in the chart to the right, there were seven counties
where home prices were at levels above those seen a year ago,
and nine where prices were lower. In aggregate, home prices in the
counties analyzed were 4.5 percent lower than in March of 2011, but
there is a big disclaimer here. If we exclude the highly volatile San Juan
County, home prices actually rose by 2.9 percent year-over-year.

Of the counties that saw the most appreciation, the most pronounced
price gains were seen in Kittitas (+46.3%), Jefferson (+19.9%), and Island
(+12.4%) Counties. The greatest declines were seen in the previously
mentioned San Juan County (-42.6%), followed by Grays Harbor
(-26.9%), Mason (-13.5%), and Pierce (-11.7%) Counties.

As | dig into the data, it is clear that distressed sales still comprise a
substantial piece of the market, which is functioning to hold down
price growth as sales of these homes are almost always below market
value. Getting through this inventory is a process, and it can be a
painful one. That said, it is an important part of any recovery. We know
that the percentage of “all cash” sales are far higher than we have ever
seen, which indicates to me that investors are now buying, and this
will likely help in depleting this inventory.

Movements in the real estate market are now best described as “local.”
The recovery in prices will not be equal across our region, rather areas
that are closer to employment centers, as well as those that did not
see egregious increases in value back in the heyday, will likely see their
markets improving the fastest.

| am raising the housing market grade marginally to a “C" this quarter.
Improving stability in prices is occurring at a faster rate than | had
anticipated, but as | have stated previously, further improvement in
the grade will be very dependent on whether we see an increasing
supply of homes for sale. So far, the spring season has not replenished
the market with new listings, as is typical for this time of year, and
inventory levels remain at levels not seen in several years.
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Kittitas (Ellensburg MSA)
Jefferson (Port Townsend MSA)
Island (Oak Harbor)

Kitsap (Bremerton/Silverdale MSA)
Whatcom (Bellingham MSA)

Lewis (Centralia MSA)

Skagit (Mt. Vernon-Anacortes MSA)
Clallam (Port Angeles MSA)
Thurston (Olympia MSA)
Cowlitz (Longview MSA)

King (Seattle/Bellevue MSA)
Snohomish (Everett MSA)
Pierce (Tacoma MSA)

Mason (Shelton MSA)

Grays Harbor (Aberdeen MSA)
San Juan (Friday Harbor MSA)

19.9%
12.4%
9.2%
7.1%
3.6%
2.8%
-19%
-19%
-3.0%
-5.0%
-5.6%
-11.7%
-13.5%
-269%
-42.6%

-30% -25%

20% -15%
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SALES PRICE SINGLE-FAMILY & CONDO: MAR 2011-MAR 2012

30%

Net Net

Growth  Growth Growth  Growth
County Rate (5000's) County Rate (5000's)
Clallam (Port Angeles MSA) -19% -40 Lewis (Centralia MSA) 3.6% 5.0
Cowlitz (Longview MSA) -3.0% -40 | Mason (Shelton MSA) -13.5% 230
Grays Harbor (Aberdeen MSA) 269% -36.0 | Pierce (Tacoma MSA) -11.7% 250
Island (Oak Harbor) 12.4% 30.0 | SanJuan (Friday Harbor MSA)  -42.6% 2700
Jefferson (Port Townsend MSA) 19.9% 43.0 | Skagit (Anacortes MSA) 2.8% 7.0
King (Seattle/Bellevue MSA) -5.0% -190 | Snohomish (Everett MSA) -5.6% -14.0
Kitsap (Bremerton/Silverdale MSA)  9.2% 25.0 | Thurston (Olympia MSA) -1.9% -4.0
Kittitas (Ellensburg MSA) 46.3% 95.0 | Whatcom (Bellingham MSA) 7.1% 18.0
Average S's
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REGIONAL REAL ESTATE

SINGLE-FAMILY HOME PRICE TRENDS

MEDIAN HOME PRICE GROWTH RATE

County Home Price Escalation i
i i Kittitas
g\ﬁl:;)ropolltan M,;i?clgn Quarter 1 Year* 2 Year* 5 Year* I
Kitsap
Clallam $211,000 -8.3% 19% -18.8% -39.2% |
Whatcom
Cowlitz $131,000 22% 3.0% 251% 33.2% |
Grays Harbor $98,000 234%  269%  315%  391% Skagit |
Island $271,000 6.3% 12.4% -9.7% -19.3% Island
Jefferson $259000 34.2% 19.9% -16.2% 35.1% Thurston
King $361,000 4.9% -5.0% -12.8% 263% King |
Kitsap $297000 13.8%  9.2% 8.0% 105% Lewis ||
Kittitas $300,000 53.8% 46.3% 31.6% -03% Cowlitz |
Lewis $144,000 6.7% 3.6% 2.0% 32.7%
Jefferson
Mason $148,000 -4.5% 13.5% 299% 36.5%
Snohomish
Pierce $189000 3.6% 11.7% -178% -36.4%
Pierce
San Juan $364,000 271% -42.6% 0.6% -46.3%
Skagit $255,000 20.3% 2.8% 1.2% 15.8% Mason
Snohomish $234,000 1.7% 56% 193% 36.2% Grays Harbor
Thurston $202,000 -6.0% 19% 14.0% 23.2% Clallam
\Whatcom $272,000 15.7% 71% 8.4% -11.1% San Juan
*Year over year from most recent month surveyed S50% -40% -30% 20% -10% 0% 10% 20% 30% 40% 50%
M One-year B Two-year M Five-year
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CONCLUSIONS

ABOUT MATTHEW GARDNER

The national, regional, and local economies fell off a cliff in 2008 and into an abyss that was
deeper than any seen since the Great Depression. Since that time we have clawed our way
forward and are making solid progress, but there is still a long way to go.

| believe that our own state is likely to see its job recovery occur earlier than that of the
United States as a whole, which is a function of our exposure to the Asian markets more
than anything else. We are not out of the woods yet, but the forecast is a positive one.

Our real estate markets are also in the throes of an about-face, but some areas are faring
better than others. Bank owned and short sales are still high, but the number of non-
distressed houses for sale is at a level that is worrisome. Choices are not what many buyers
are expecting to see, which may put a further damper on select markets.

Overall, I am still looking to 2012 as the year that we emerge from the recession and, in our
own inimitable Washingtonian manner, stride forward in the belief that the way ahead is a
good one. (After all, who else wears shorts when it's 50 degrees outside?)

Mr. Gardner is a land use economist and principal with Gardner
Economics and is considered by many to be one of the
foremost real estate analysts in the Pacific Northwest.

In addition to managing his consulting practice, Mr. Gardner is
a member of the Pacific Real Estate Institute; chairs the Board
of Trustees for the Washington State Center for Real Estate
Research; the Urban Land Institutes Technical Assistance
Panel; and represents the Master Builders Association as an
in-house economist.

He has appeared on CNN, NBC and NPR news services to discuss real estate issues,
and is regularly cited in the Wall Street Journal and all local media. Mr. Gardner
is also available for speaking engagements. Please call 206.442.9200 or emiail
ge.admin@gardnereconomics.com for more information.
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