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Economic Pressures on Local Government Credits

> Stagnant employment growth

> Declining housing market and assessed valuation

> Reduced property-related taxes, sales tax, and other revenue
> |Increased foreclosures

> State reductions

www.fitchratings.com November 12, 2008 1



FitchRatings

KNOW YOUR RISK

Employment By Sector

Virginia vs. Nation, 2007
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Virginia Employment By Sector
% Change from 2000 - 2007
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Virginia Employment By Sector
% Change from August 2007 — August 2008
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Compound Average Annual Growth in Employment
2000-2007 by MSA
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Virginia Employment by MSA
% Change from August 2007 - August 2008

3.0%

2.5% —

2.0%

1.5% —

1.0% —

0.5% |

0.0% T T T T T T T T T
L]
Blackburg- Charlottesville Danville Harrisonw Lynchburg Northern VA Richmond Roanoke VA Beach- Winchester
Christiansburg- Norfolk-New port
Radford New's

-0.5%

www.fitchratings.com November 12, 2008 6



FitchRatings

KNOW YOUR RISK

Unemployment Growth
August 2000, 2007 & 2008

9.0+

8.0

7.0

6.0

5.0 1 A

4.0 1

N\

3.0

N\

2.0

104"

0.0
Virgina Blacksburg Danville Lynchburg Northern VA Richmond Roanoke VA Bch-Norfolk-
NN

O Aug-00 B Aug-07 O Aug-08

www.fitchratings.com November 12, 2008 7



FitchRatings

KNOW YOUR RISK

Unemployment Growth and Percent Increase
August 2000, 2007 & 2008
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Housing Background

> Nationally, prices increased an average of 56% between 2000 Q2
and 2006 Q2 (designated as the pricing peak)

> Many MSAs saw much higher increases during this period

> Subsequently, national median home price declined 9% from 2006
Q2 to 2008 Q2
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Median Single Family Home Prices
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Percent Change in Building Permits - 2007-2008*
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www.fitchratings.com November 12, 2008 11



FitchRatings

KNOW YOUR RISK

Virginia Housing

Source: Global Insight
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Nominal Home Price Forecasts
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Price Income Ratio (PIR)

> |ndication of change in affordability by measuring median home
price to average household income

> Nationally, PIR increased 24% from the 1990’s average to 2006
Q2

> Nationally, PIR declined 17% from 2006 Q2 to 2008 Q2 to 1.93,
nearly back to the 1990’s average
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Price Equalization Calculation

> Examines the amount by which single-family home prices would
have to fall to equal the average of the 1990s PIRs, given current
Income levels

> National home price equalization level is a 2.3% decrease
— 2008 Q2 to 1990s average
> Equalization calculation allows for a real growth factor (income)
> One of many indicators to gauge uncertainty
> Not a forecast of the extent of further corrections

> But prices, PIR and changes in both vary significantly by region
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PIR: Single Family Homes

MSA PRICE:INCOME RATIO- - eceeeeev- -PRICE EQUALIZATION-
N ;; m“:é';' zug:.:fas 2008 2 Home Price vs.
VE- 5 i A 1990s PIR
Name loop 20062 20082 O verage 1990s
Uhited States 180 234 193 % 7% 100% -23%
South 180 208 1790 16%  -14%: 03% 0.5%
Ealtimore-Towson, MD 146 234 228 T% 0% 118% 361%
Richmond, V4 * 164 232 2170 A% A% 112% 24 5%
Virginia Beach-NotfullHewport News, VA-NC 177 251 134G 4% % 121% 24 6%
Washington-Atlington-alexandria, DC-VA-MD-WV 182 324 2490 7% .13% 129% 24 6%

#0704 15 the latest petiod available.

*Price Equalization: Not a forecast

Source: National Association of Realtors, Global Insight
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Median Single Family Home Price to
Per Capita Personal Income
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Virginia Affordability

Source: Global Insight
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VA Loans Seriously Delinquent

(60+ Days), 2Q2008
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