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overview

Over the years, Urban Living has grown exponentially with the purpose of facilitating every single
aspect there is to buying and selling a home. What once started off as a real estate company that
concentrated mainly on servicing the various stages of the buyer’s process, Urban Living has
come to recognize the importance of the seller's needs as well. Developer relations, land
acquisition, commercial real estate, and purchasing are just a few examples of how we’re taking
our seller's needs to the next level. While we continue to prevail in the diversity of services
offered by a single real estate company, we are still seeking innovative ways to pursue our goal
of truly becoming a one solution, one environment kind of company.

New to the Urban Living company is Urban Market Trends, a division that offers an online
database, accessible to builders and developers, consisting of current, accurate, and complete
real estate market research data and the most unique floor plans and elevations in the nation.
This division was created with the purpose of fulfilling the planning and development needs of
builders and developers as they embark on new construction projects.

The Urban Market Trends database, which has been compiled from sources deemed reliable,
was built with the intention of providing our clients with information on the current economic
conditions and housing statistics. The database is filled with a vast amount of market research
data such as the latest market trends, platting, building permits, cost of construction costs,
housing demand by area, and so on. In addition, the database provides a plethora of floor plans
and elevations which can be searched according to square footage, style, amount of stories,
bedrooms, and property class type.

We hope you will find this edition of Urban Market Trends Report useful and informative, and we
welcome any questions or suggestions you may have regarding it.

Sincerely,

Vinod Ramani
President
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background

This report has been prepared by Urban
Market Trends, which is a division of Urban
Living, a full-service real estate company in
Houston, Texas. It is designed with the
purpose of fulfilling the building and
construction needs of builders and
developers by providing them access to an
up-to-date online library consisting of the
nation’s most innovative floor plans,
elevations, and latest housing market
research.

The amount of data compiled for this report
has been obtained from federal, state,
municipal, and local agencies in Houston, all
of which are referenced in the body of the
report.

While every reasonable effort has been
made to ensure that data contained in this
report is up to date, accurate, and complete,
Urban Market Trends does not assume
responsibility for material changes in market
conditions that occur subsequent to the
completion of this report.
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MLS Monthly News Release of February 2005 Sales in the Greater Houston Area






NAHB summary report

NAHB Report On Current Economic Conditions and Housing Statistics






ranking report

Office Performance Rankings Among 817 Real Estate Offices in Houston for Areas 4, 9, 16, 17 & 22






housing market analysis

In-Depth Analysis of Housing Statistics in the Houston Market






residential sales

Residential Sales Closed in the Houston Inner-Loop by Area Class for February 2005






building permit data

Comparison of Building Permit Trends Inside Loop 610 Versus Outside Loop 610






subdivision platting data

Comparison of Subdivision Platting Trends Within the City Limits Versus Extra-Territorial Jurisdiction (ETJ)



National Association of Home Builders

Eye on the Economy

M h
IT March 9, 2005

B RE AR AR EE T T REN DS By David F. Seiders, NAHB Chief Economist

Growth of U.S. economic output moves ahead nicely ...

On Feb. 25, the Commerce Department raised its estimate of GDP growth for the fourth quarter of 2004, from
3.1% to 3.8%, placing that quarter comfortably within the healthy above-trend range in evidence for the past
seven quarters. The upward revision reflected upward adjustments to exports, construction spending, and
business investment in equipment and software as well as inventories.

Available monthly data point toward maintenance of strong growth of real GDP in the first quarter of this year
(we'’re currently estimating 4.0%). Current growth is well balanced, with positive contributions coming from
consumer spending, residential and nonresidential fixed investment, inventory investment, government
spending and possibly even net exports. While the sectoral composition will be changing in the future, we're
looking for maintenance of solid GDP growth throughout the 2005-2006 forecast period.

Job growth continues apace and there’s still ample slack in labor markets ...

The employment report for February was quite positive. Payroll employment was revised up slightly for the
previous two months and then rose by a robust 262,000 in February. Part of this surge represented a catch-
up following a negative weather effect in January, leaving an average monthly gain of 197,000 for the first two
months of the year.

The Labor Department’s survey of households showed a modest decline in civilian employment and a decent
increase in the civilian labor force in February. The unemployment rate moved up from 5.2% to 5.4% in the
process, leaving the January-February average at 5.3% — equivalent to our projection for the first quarter.
The labor force participation rate held steady at 65.8%, a 16-year low.

The current unemployment rate suggests that there’s still a good bit of slack in the labor market, leaving room
for more above-trend economic growth without serious labor cost pressures, and the low labor force
participation rate also argues in that direction. Indeed, broad measures of slack (including discouraged
workers, others marginally attached to the labor force and those working only part time for economic reasons)
show much more breathing room than the basic unemployment rate.

Core inflation still is forming up but the signals are hardly alarming ...

Core inflation (excluding prices of food and energy) certainly has firmed up since late 2003, although the
readings for late-2004 still were historically low — particularly for an economic expansion with three full years
under its belt.

The core Consumer Price Index (CPI) for January showed a year-over-year advance of 2.3% and the
technically superior chain-core CPI was up by 1.9%. While still historically low, these readings are consistent
with the systematic upward pressures evident since late 2003 when these core rates were hanging around
1%.



Reasonably reassuring news on core inflation recently was provided by the Fed’s favorite inflation gauge, the
core price index for Personal Consumption Expenditures. While this measure rose at an annual rate of 3.7%
in January, the largest month-to-month jump of the current economic expansion, the year-over-year gain was
only 1.6% — similar to the pace of other recent months. Furthermore, a market-based version of this index
(excluding most implicit prices) held at 1.7% for the third month in a row.

Greenspan signals ongoing increases in short-term interest rates ...

Fed Chairman Alan Greenspan delivered the Federal Reserve’s semiannual Monetary Policy Report to the
Congress on Feb.16 (to the Senate) and Feb. 17 (to the House of Representatives). Greenspan painted an
optimistic picture of the current condition of the economy as well as near-term prospects. In general,
Greenspan talked about solid economic fundamentals, good economic growth, declining unemployment and
modest increases in core measures of consumer prices.

Greenspan certainly didn’t spell out the future path of monetary policy at his Feb. 16-17 testimony before
Congress. However, a judicious reading “between the lines” reveals a strong preference for more tightening in
the near term as well as further down the line. In this regard, Greenspan described the current federal funds
rate as “fairly low” despite significant tightening since mid-2004, and he made several references to excessive
risk-taking in financial markets. He also focused on upside risks to core inflation, including the cyclical slowing
of productivity growth and the prospects for further declines in the dollar and associated increases in import
prices.

Financial markets are pricing in expectations of another percentage-point increase in the federal funds rate by
August, taking the funds rate to 3.5% and the bank prime rate to 6.5% by then. NAHB'’s forecast shows a
3.75% funds rate by year end, and we expect the Fed to push the rate to 4.25% by mid-2006 as it pursues a
neutral policy stance that will neither stimulate nor retard the economic expansion.

Long-term interest rates may finally be on their way up ...

When Greenspan marched to Capitol Hill on Feb. 16, the 10-year Treasury bond yield was hanging around
4.1%, well below the levels of mid-2004 despite the Fed’s 150 basis point hike in short-term rates that began
on June 30. Greenspan naturally paid a good bit of attention to this apparent disconnect and pointed out that
the phenomenon actually is global. In essence, he threw up his hands and said “the broadly unanticipated
behavior of world bond markets remains a conundrum” — i.e., a riddle with no satisfactory solution.

Although Greenspan was hard-pressed to explain the behavior of long-term rates, it seemed clear that he was
not entirely happy with their stubbornly low levels. Greenspan’s vibrations apparently made their way into the
bond markets, and the 10-year Treasury yield has gravitated back about 4.35%, in alignment with NAHB’s
forecast for this point in time. We also continue to believe that further increases are in store, and we'’re
pegging the Treasury bond rate at 5% by the end of this year. That move should take the long-term home
mortgage rate up to about 6.5%, and we expect a 7% mortgage rate by the end of next year.

House prices continue to climb, particularly in supply-constrained markets ...

Rapid increases in house prices have been a striking feature of the economic scene in recent years, and that
pattern continued through the end of last year. The repeat-transactions House Price Index (HPI) produced by
the Office of Federal Housing Enterprise Oversight (OFHEO) showed a year-over-year increase of 11.17% in
the fourth quarter of 2004, down a bit from the third-quarter pace but still in the high end of observations for
the history of the series.



The national rates of house price appreciation certainly are striking, but the rates for some geographic areas
are astounding. Metro areas with the most rapid rates of house price appreciation are heavily concentrated in
the West and in Florida. Indeed, California has 14 of the top 20, ranging from 23% in Stockton to 30% in
Bakersfield, and Las Vegas led the nation in the fourth quarter with a year-over-year advance of 36%.

The rates of house price increase registered in some areas presumably will not be sustained for long, even
though it's clear that shortages of developable land have created housing shortages in many high-growth
areas. Rising interest rates are likely to crimp price increases to some degree, although growing employment
and household income will be supporting housing demand at the same time. Everything considered, we're
expecting house price increases to slow down in 2005-2006 without any regional declines. Price declines are
possible in some metro areas, particularly those where aggressive buying by investors/speculators may have
boosted prices to unsustainable levels.

The housing outlook is quite positive despite mixed signals early this year ...

Total housing starts for January posted a 21-year high, single-family starts climbed to a record high and
issuance of building permits threatened the records set last May — and all this happened in the face of
unusually bad weather in the Northeast, Midwest and West. Home sales were off in January at the national
level (for both new and existing units), but weather-related declines in the Northeast and Midwest regions
pulled the numbers down from the records of late 2004.

The NAHB/Wells Fargo Housing Market Index lost just a bit of ground in January and February as single-
family builders maintained an upbeat view of buyer traffic, current home sales and sales prospects for the
future. The index of applications for mortgages to buy homes (Mortgage Bankers Association series) definitely
is off the records of late 2004, but the series still is within the range of the last 18 months and recent declines
may be partly weather related.

Our forecasts for the economy and the financial market environment paint a friendly picture for housing in
2005 and 2006. We're showing modest (3%-4%) declines in home sales and housing starts in both years,
countered to some degree by persistent growth in residential remodeling and an evolving upswing in
manufactured home shipments. The balance of forces generates slight declines in the housing production
component of GDP (residential fixed investment) over the next five to six quarters, following positive growth
during the past several years (including the first quarter of this year).



Houston Association of Realtors

,M Greater Houston Housing Market Experiences Warm February
Home sales continue to rise; growth rate slows from last year’s breakneck pace

MLS Monthly News Release: February Sales

UREBAN MARKET TRENDS

HOUSTON - (March 17, 2005) — Even though it is the shortest month of the year and should deliver cold
weather, the greater Houston real estate market helped warm up the region, as February property sales
continued the upward trend of the last few years, according to statistics released by the Houston Association of
REALTORS® Multiple Listing Service. Year-over-year comparisons show that total number of properties sold,
total dollar volume of transactions, average sales price and median sales price were all monthly records for
February.

Total property sales for the month totaled 4,925, which was a 4.6 percent increase over February 2004. More
than $836 million worth of properties changed hands during the month, which was a 10.1 percent increase
compared to last year’s $760 million in February sales. Additionally, year-to-date total property sales reached
8,795, which is an increase of 3.5 percent over the first two months of 2004.

“The greater Houston region continues to see solid strength in the housing market, especially in many of our
suburban areas like the Bay Area, Fort Bend and Montgomery County,” said Toni C. Nelson, HAR Chair and a
Division Vice President for Coldwell Banker United, REALTORS®. "The Houston regional market has not
experienced the wild ride in prices as many other major markets around the country so we should be able to
maintain the steady growth that we have seen over the last few years in this area.”

February Monthly Market Comparison

All listing categories combined, Houston’s overall housing market in February experienced increases across
the board including sales, available inventory, pending sales — those listings expected to close within the next
30 days — and overall total dollar volume on a year-over-year basis.

The number of available homes (active listings) at the end of February was 42,330 properties, which was an
increase of 11.3 percent versus last February and a new monthly record. Month-end pending sales of
properties reached 3,850, which was up 3.4 percent from last year, and was another new record for the month
of February. The months inventory of single-family homes for February remained relatively flat, if slightly down,
at 5.9 months, which remains low and shows that demand is keeping up with the available supply of homes.

February (all categories)

February February
All Classes 2004 2005 Percent Change

| Total propertysales | 4,708 4,925 +4.6%
$760,221,235 $836,825,160 +10.1%
$170,099 $178,387 +4.9%
$130,000 $136,880 +5.9%
38,017 42,330 +11.3%
3,723 3,850 +3.4%
5.9 5.9 -1.0%

Months inventory estimates the number of months it will take to deplete current active inventory based on the prior 12
months sales activity. This figure is representative of the single-family homes market.



Single-family Homes Update

The overall median price of single-family homes reached $136,880 in February, which was an increase of 5.9
percent compared to the prior year, and the average price for single-family homes $178,387, which was up 4.9
percent versus the same period last year. The median is a typical market price where half of the homes sold
for more and half sold for less that that figure.

Houston’s current median price of $136,880 is 26.8 percent less than the national median price, which
reached $186,900 in January, according to statistics released by the National Association of REALTORS®.
These data continue to show the tremendous value and lower cost of living afforded to Houstonians.

Additionally, total sales for single-family homes in Houston increased by 5.0 percent to 4,029 in February,
down from last year’s 3,837.

Houston Real Estate Milestones in February

e Reached the highest number of homes ever sold in the month of February.
e Marked the highest number of available homes (active listings) at month-end.
e Marked the highest number of pending homes sales at month-end.



