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Impact of Government & Regulators?
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AProperty Cycl eo
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The annual economic cycle...

I'm sorry sir but we only have
vacancies for Easter Bunnies.
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AProperty Economicso
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Drevrahuation

Brmrestin evit Comrpetitivre Devrahaation

Protectionicamn & Tariffs
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Plart closihgs
ard debit defaalte

Pricivg ponareT Tetimmms
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] S an nNeconomi

The classic model of supply & demand

U Investment in productive capacity brings growth

U Over investment is funded by excess debt

U Too much capacity for market demand

u Pricing power weakens; product devalues

U Devaluation becomes basis for competition

U Leading to protectionism & tariffs (anti -competition)
U Further contraction: survival at all costs

U Capacity for production is closed and debt defaulted
U With reduced capacity, pricing power returns

U Investment cycle restarts
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AProperty Cycl eso
Spotting the Signs (source: Hometrack)

Change in house prices
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New Build activity

Ave Viewings

Lending activity

Weeks to Sell
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AProperty Cycl eso
Spotting the Signs (source: Hometrack)

Base Rate
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Earnings Ratio
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sudden & dramatic loss of
liquidity
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ATsunami Thinkingbo

Followed by a tidal wave
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NThe Great Crash of Septe
Tsunami Warnings six months earlier - liquidity

1 oddie

 Wably FORTL sk
=opaustll =Tt
Lo gl e

Chacombe Place
Conc<iiltina




NThe Great Crash of Septe
Tsunami Destruction

A April to August:
0 US Govt helps JP Morgan rescue Bear Stearns with $30bn funding
RBS, Barclays, HBOS raise <£20bn new equity

U lowest mortgage approvals since records began in 1999; biggest UK house price
fall since 1991; stamp duty exemption raised to £175k

U B&B half year loss £27m; Santander takes over A&L (£1bn)

ASept emberéeéeeée.. first half
U 7% Nationwide BS rescues Derbyshire BS (#25) and Cheshire BS (#29)
U 7%: Fannie Mae & Freddie Mac <$200bn rescue (half all US mortgages)
U 15%: Merrill Lynch sells to BofA ($50bn)
U 15": Lehman collapses (Barclays wins)
U 16™: AIG: $85bn US govt injection (80%) T no obligation!
U 17t HBOS agrees takeover by Lloyds TSB (£12bn; 1/3 savings & mortgages)
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NThe Great Crash of Septe
Tsunami Destruction

ASeptemberéééé.. second half
U 22nd: Morgan Stanley & Goldman Sachs become commercial banks
U 25™: Biggest ever US bank failure: WaMu ($307bn) sold to JP Morgan
u 28" US Govt $700bn ATARPO takes one wee
U 28": Fortis rescued by Belgium & Holland ($16bn; 50% nationalised)
U 29%: Wachovia (#4 US) rescued by Citibank (first $42bn losses); Wells Fargo
U 29%: Bradford & Bingley nationalised (Abbey: 119 branches & £20bn savings)
U 30%: Dexia (Franco-Belgian local authority bank) rescued: $9bn injected; 30%
A October:
U Iceland nationalises its banks; Russian emergency $4bn loan

(G- et an- el et i e

|l rel and, Austri a, Sweden, Greece, Denma
BNP Paribas takes over Fortis: biggest bank in Eurozone; $2,479bn assets

Germany rescues Hypo Real Estate (#2 lender): $68bn injection

UK £500bn bank rescue fund copied world wide; concerted rate cuts

RBS, HBOS, Lloyds to get £37bn; Barclays recapitalised; ING rescued ($13bn)

|l cel and, Ukrai ne, Hungary, -7Bbaki stan nAr e
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NThe Great Crash of Septe

Tsunami Survival
The ABrown & Darl /i wogth®i g Bank .

Treasury Morthern
—— injection Rock**

Bradford &
Bingley™™*
E14bn

*SOURCE: HM Treasury 2008-3 near-cash projections
**Potential cost to taxpayer if rescue fails
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NThe Great Crash of Septe
Tsunami Survival
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