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NEW PRODUCT PRICING SUMMARY BY SUBMARKET

County Attached Housing (Averages) County Detached Housing (Averages)
Submarket Price Size PSF Submarket Price Size PSF
West Los Angeles/South Bay $1,098,424 1,923 $553 West Los Angeles/South Bay $1,257,391 1,990 $652
San Gabriel $627,173 1,674 $348 San Gabriel $715,647 2,618 $288
San Fernando/Santa Clarita $393,457 1,634 $232 San Fernando/Santa Clarita $656,547 2,955 $224
Antelope Valley $210,000 1,776 $118 Antelope Valley $303,931 2,629 $114
Attached Totals $816,433 1,771 $414 Detached Totals $718,960 2,733 $277

Source: Metrostudy 3rd Quarter 2014

RANCHO PALOS VERDES PRICING

Zillow provides a home value model based upon statistical analyses of transactions. The Rancho Palos Verdes
November 2014 median home value was $1,163,900. The value trend has been positive and the latest figure is
24 percent above the low of $939,000 posted in November 2011. Zillow reported the Rancho Palos Verdes
November 2014 median home price was $473 square foot. The price trend has been positive and the latest figure
is 27 percent above the low of $373 in December 2011.

Rancho Palos Verdes Home Values
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Rancho Palos Verdes Home Price PSF
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SALES & CONSTRUCTION
HousING SALEs TRENDS

New home sales activity in Los Angeles County declined considerably during the housing downturn. The 2,500
sales posted in 2013 set a new low and was 77 percent below the peak set at the height of the housing market in
2006. Of the 2,500 sales, 1,204 units, or 48 percent, were detached housing. There were 1,556 sales in 2014
year-to-date through the 3" Quarter. Given the 4" Quarter typically posts lower sales due to seasonal factors, it is
unlikely 2014 sales will exceed 2013. The majority of recent economic and housing studies predict that the pent-
up demand for new housing will result in annual housing sales at or above current levels. However, the lack of
land for new housing has limited new supply. Further, the run-up in home pricing over the past three years has
curtailed effective demand. Even so, those few new detached housing projects brought to market are reporting
average to very good sales activity.

Los Angeles County New Home Sales
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CONSTRUCTION PERMIT ACTIVITY

Building permit issuance, like economic conditions, has been cyclical. Although sales volume has been
decreasing, permit activity has been increasing since 2009. The 14,776 permits issued in 2013 was 30 percent
higher than 2012. However, the 14,776 permits issued in 2013 was 44 percent below the high set in 2004. The
majority of new permit activity is for attached product, including both for-rent and for-sale housing. In 2013, 74
percent of permits were for attached product. There were 14,537 issued permits in 2014 year-to-date through the
3" Quarter. Hence, 2014 permit activity will exceed 2013.
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BUILDING PERMIT ACTIVITY -LOS ANGELES COUNTY
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Source: State of the Cities Data Systems (SOCDS)

HOUSING SUPPLY
SUPPLY OVERVIEW

MetroStudy reports that as of 3" Quarter 2014, there were 1,223 units of unsold detached inventory in 120
actively selling projects in Los Angeles County. There were another 2,666 units in remaining inventory. Thus, total
existing and near-term detached inventory was 3,889 units. County-wide there were 55,034 units of future
detached supply in the various stages of the entitlement process.

NEW HOUSING - EXISTING & FUTURE SUPPLY

Los Angeles County West Los Angeles/South Bay Submarket
# of Unsold Remaining Future | # of Unsold Remaining Future
Product [Projects Inventory!” Inventory? Supply'®Projects Inventory'” Inventory® Supply™®
Attached 122 2,741 767 28,236 70 1,718 325 18,340
Detached 120 1,223 2,666 55,034 15 188 200 2,162
Totals 242 3,964 3,433 83,270 85 1,906 525 20,502
% of County 35% 48% 15% 25%

MUnsold inventory includes completed homes and homes under construction in active projects.
@Remaining inventory includes future construction in active projects.

®Future supply includes proposed units in submitted entitlement process.
Source: Metrostudy 3rd Quarter 2014

There were only 188 detached units of unsold inventory in 15 actively selling projects in the West Los Angeles-
South Bay submarket. There were another 200 units in remaining inventory. Thus, total existing and near-term
inventory was 388 units. There were 2,162 units of future supply in the various stages of the entitlement process
in the submarket. Current or near-term supply comprises about 10 percent of county totals. In terms of future
detached supply, the submarket accounts for less than 4 percent of the county total. Due to the built-out nature of
the West Los Angeles-South Bay submarket, it will offer limited new detached housing supply.
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FUTURE SUPPLY BY SUBMARKET

Attached Units Detached Units Total Units
Submarket SubTotal % Total SubTotal % Tot Units % Total
San Fernando/Santa Clarita 4,087 14% 25,159 46% 29,246 35%
San Gabriel 4,808 17% 1,237 2% 6,045 7%
West Los Angeles/South Bay 18,340 65% 2,162 4% 20,502 25%
Antelope Valley 1,001 4% 26,476 48% 27 477 33%
Grand Totals 28,236 100% 55,034 100% 83,270 100%

Source: Metrostudy 3rd Quarter 2014

There are no significant new for-sale housing communities in the Palos Verdes Peninsula. The subject lots
represent the only development with a notable inventory of single family lots for new construction. Most all new
construction consists of single family units on one of few buildable lots located throughout the greater Peninsula

community.

FORECLOSURES

There is minimal notice of default and foreclosure activity in Rancho Palos Verdes. Hence, the new home market

faces no significant competition via existing home short or foreclosure sales.

Foreclosure Filings - Rancho Palos Verdes, CA
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Foreclosure Outcomes - Rancho Palos Verdes, CA
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SUPPLY CONCLUSIONS

In Los Angeles County, the majority of new detached housing will occur in outlying areas, such as Antelope
Valley, where buildable land is available. Mid- to high-density density attached housing will make up the majority
of new housing in the centrally-located submarkets. The subject submarket, and Rancho Palos Verdes in
particular, has extremely limited inventory of future detached housing supply. Most direct competition to Trump
National Estates comes from the re-sale market. Buyers seeking new homes in a coastally-oriented golf course
Southern California community have a very limited number of projects to consider in purchasing decisions and
Trump National Estates is the only South Bay development that fronts the Pacific Ocean. These factors bode well
for coastally-oriented projects such as Trump National Estates as there is minimal supply to meet effective
demand.

HOUSING DEMAND

POPULATION

According to the California Department of Finance, as of January 1, 2014, the county’s population was
10,041,797, an increase of 0.8 percent from the 2013 population of 9,963,811. The current population figures for
Los Angeles County appear to be behind the 10,514,663 projection for 2010. Even so, the long-term forecast is
for continued growth albeit a slower pace than historical precedent which is consistent with other coastal
Southern California counties approaching build-out.

Historical and Projected Population
Los Angeles County
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Source: California Department of Finance

Natural population increases, rather than in-migration, make up the larger percentage of population growth in Los
Angeles County. Population levels should continue to increase, thus substantiating the need, or demand, for new
housing over the long-term.

According to the California Department of Finance city of Rancho Palos Verdes Estates had a 42,358 population
which was an increase of 0.5 percent from the 2013 population of 42,138.
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Historical and Projected Population
City of Rancho Palos Verdes
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EMPLOYMENT

The November, 2014 Los Angeles County unemployment rate was 8.0 percent. According to the California
Employment Development Department (CEDD) the unemployment rate for Los Angeles County has been higher
than the rates for the nation and state since the early 1990s. The county’s lowest unemployment rate of 4.7
percent was attained in 2006. The October 2014 unemployment rate is down significantly from the high of 12.6
percent in 2010. Employment has steadily increased, coinciding with the positive movement in the economy,
since the market decline from 2006 through 2010.

HOUSING AFFORDABILITY

A significant part of the affordability equation is interest rates. Mortgage interest rates and the availability of
financing in the subject submarket are similar to that of the county. Although difficult to predict over an extended
period, mortgage interest rates continue to remain at levels well below the historical average. Mortgage interest
fixed rates on 30-year conforming loans and 1-year adjustable loans were their lowest in decades but have
slightly increased as of late. The downturn in the housing market, fueled by the subprime lending crisis, required
the lowering of rates to encourage spending and help avoid a more serious recession. It is likely The Federal
Reserve will begin to increase interest rates in 2015, which would diminish purchasing power, and have a
negative effect on demand.

CONCLUSIONS DEMAND

Population and employment growth are positive and purchasing power remains very favorable with low mortgage
interest rates. However, interest rates are anticipated to increase. Housing demand in coastally-oriented
communities such as Rancho Palos Verdes are less impacted by overall employment and interest rates as
residents are more affluent and many acquire property without the need for financing. The subject submarket is
one of the least affordable housing markets in California, but has high desirability for the more affluent buyer.
Significant demand also comes from foreign buyers, the great majority of which pay cash for residential
properties. As such, demand for product in Trump National Estates is not limited to potential buyers from the
Peninsula region or Southern California. It is anticipated that demand will remain moderate to strong in the near-
term, but moderate over the long-term due to increases in both home prices and interest rates.
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