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National Economic Indicators



BEA reported that real GDP increased 3.0 percent during the fourth quarter
of last year. The survey conducted by The Wall Street Journal
expect GDP to increase 2.5 percent on average in 2012.
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On March 13th, the Federal Reserve (FOMC) decided to keep its target range
for the federal funds rate at 0.00 to 0.25 percent. The futures market
anticipates no changes to the target range through the remainder of
this fiscal year and through 2013.

Effective Federal Funds Rate (solid bars) and
Federal Funds Futures (hatched bars)

5.50%
5.00% 1 IF—
4.50%
4.00%
3.50%
3.00% - m
2.50%
2.00%

1.50%
1.00%
0.50% -
0.00% I

Fed Funds Rate

07

— e e T e e e e T T e e e e T T e e e e T T e
||||||||||||||||||

Jul
Sep

SOURCES: Federal Reserve Bank of St. Louis (solid bars) and the
Chicago Board of Trade (hatched bars) as of April 6, 2012




The stock market increased in the first quarter which was the
best first quarter increase since 1998.

|Quarter|y Percent Change in S&P 500 Quarterly Percent Change in Dow Jones
20.00%
14.9% 152%5.0%
o
15.00% 6% 0.7 20 1290
10.00% 8.7% 20.00% -
520§2% 58% 55% g95 5.4% 15.00% . 2 BO%
5.00% > 29 3.5 _ il _ 10 0.4% o
& 139%4.3% 0.9 |_| 020 [*6% |_||_| |_|o 4% 10.00% - 70% o O T (740 7.3% 406
5 0.00% A=m =LE 0 " " 3.6% 4%
© o b e 500% +— . - :
= -5.00% % 60 2.3% -2.6% -19% 329 o o 0.8% |_| 08%
© B 380 [ < 0.00% 1 = U f = =1 — =t
& 10.00% O “0.9% vt o L FIE
o -9.9% 89 E -5.00% B 206 a2 -
17% -119% _ 3 -76%7.4%

-15.00% et 10.00% -

-20.00% -15.00% 1 15.3% 2.5

-25.00% 3 -20.00% | ey

- o — ) — B — - — @ - L] - el - « - el - -25.00%
© o 0 W v Y 8 & = ® % o @ S S = = o« — M —~ M —~ M —~ M = M = € = € = e = o =
S & g8 g 8 e 8 g8 g8 8 S 8 g8 g8 = s = o= o o ¥ W o\ Y Y > B % & A S S = =
o o o o (S o o o o (S o o o o (S o o o o (=3 (=3 (=3 (=3 i=3 =3 (=3 (=3 (=3 (=3 (=3 (=3 i=3 i=3 — — — — —
(=3 (=3 (=3 (=3 =3 =3 (=3 (=3 (=3 (=3 (=3 (=3 =3 =3 (=3 (=3 (=3 (=3 (=3
o o N (o] (o] (o] o o o o (o] (o] (] (o] o o o (o} (o]
|Quarterly Percent Change in NASDAQ| Quarterly Percent Change in Russell 2000
0 30.00%
2500%} 0.0% 18.7 23.0%
. % 2028 o
15.00% W 2.3%.0% 20.00% 15.9% 0%
6.0 6.9% 6.9% 70/, 7.99 n.2% 1B7% 1B.7%
5.00% |_| 2.7% 2.994%% 4.0% 8% - 4.8% o5 - - . e
. 0 Pa Y - 0.6% K 0, %
o 181 S e O I =l 1 o B , 1000% 5
17
o -5.00% | 189 el I_I 5 0.00% [ mE o [0 0z o |—|
.00% fg—r———r —— i = === == |
- T4% g% 2% Py - [ I_l ‘—'I_l ;. |1_9,
O _15.00% — —15-6% - < -3.1% -3.4%
o . BT 9% o o 4.8% -5.6% -5.3% 4.9
-10.00% 1 10.2% 10.2%
- % = ) )
25.00% -24.6% .49
-20.00%
-35.00% - -22.1%
-30.00% 226
0,

-45.00% — < —~ ® —~ @ —~ =0 — @ — ® —= :a —~ @ —~ o0 —
e v O B e e e £ g2 gssggsgeegegegggesegz g
e f F v oy Y Y NN K XN RS S —~ = = 5 = 35 =
£ 28888 88 5 88888 888 =z 5z 35 =z = S &8 8§ 8 &§ 8§ &8 3 &8 8 I & 8 & & 8K
A & & & & &8 &8 & & & & & a8 a a aa .«




Regional Economic Indicators



Growth rate in real gross regional product decelerated in 2011
According to the Center for Regional Analysis, growth in real GRP in the
Washington area decelerated significantly in 2011. CRA estimates a gradual
increase in real GRP through 2014.

Real Gross Regional Product
(Washington MSA)
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Payroll employment in the Washington area was nearly 3 million.
Employment increased by 32,600 from 2010 to 2011 to reach slightly less than 3
million in December — but 7,700 below the 2008 employment level.

Employment (000s)
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Payroll employment in the Bethesda-Rockville-Frederick

metropolitan division was 563,300 in 2011

Employment increased by 3,800 from 2010 to 2011 to reach 563,300 —
but remained well below payroll employment in 2007 by 13,200.

Total Nonfarm Employment
(Bethesda-Frederick-Rockville Metro Division)
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The consumer price index (CPI) accelerated in 2011

Overall for the Washington-Baltimore consolidated region the CPl increased 2.7
percent in January ‘12 compared to January '11. For the calendar year 2011, the
index increased 3.4 percent compared to 1.72 percent in 2010.

Year-over-Year Percent Change in Consumer Price Index
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Montgomery County
Economic Indicators



correlated with the Fed Fund
rates

INFLATION 3.38% Property Taxes Key determinant of property | 2011: 1.72%

2011 tax revenues at the Charter 2010: 0.23%

Limit

UNEMPLOYMENT 5.2% Income Taxes Indicates overall health of 2010: 5.6%
RATE 2011 est. the job market 2009: 5.4% .
RESIDENT 489,700 Income Taxes Primary determinant of 2010: 485,050
EMPLOYMENT 2011 est. income tax receipts 2009: 488,607 .
PAYROLL 468,300 Income Taxes Another determinant of 2010: 463,300
EMPLOYMENT 2011 income tax receipts 2009: 464,600
(Estimated)
STOCK MARKET - 1257.60 Income Taxes Key determinant of capital December 31st:
S&P 500 December gains portion of the income | 2010: 1257.64

31st tax 2009: 1,115.10
HOME SALES 9,490 Transfer/ Indicates activity affecting 2010: 10,401

2011 Recordation Taxes receipts 2009: 10,376 .
HOME PRICES $451,479 Transfer/ Taxes are based on values, 2010: $441,482
(Average Price Sold) 2011 Recordation Taxes | affects amount of taxes 2009: $434,297

collected
FEDERAL FUNDS RATE 0.13% Investment County’s return on Mar. 2011: 0.14%
Mar. 2012 | Income investments closely Mar. 2010: 0.16% <:>
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Resident employment stood at 489,700 in 2011

Resident employment (labor force series) in Montgomery County was 489,700 in

2011 compared to 485,100 in 2010 - an increase of 4,600 — but below the 504,100

in 2008.
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The unemployment rate was down in 2011

The unemployment rate declined from 5.6 percent in 2010 to 5.2 percent in 2011 —
but has remained above the 5 percent level the last three years.
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Home sales were down in 2011

Total sales of existing homes decreased 8.8 percent in 2011 compared to an
increase of 0.2 percent in 2010. Most of that increase in 2010 occurred during

the first half of the calendar year.

Total Home Sales
Montgomery County
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Average home sales prices were up in 2011

While the sales of existing homes in the County decreased in 2011, the average
sales price increased 2.3 percent, which followed a decrease of 13.8 percent (2009)

and a modest increase of 1.7 percent (2010).

Average Home Sales Price

Montgomery County
$600,000
$500,000
$400,000 I

$300,000

Average Price

I $507,011
$429,480

$200,000

$320,708

$100,000

$363,147

$0

2002 2003 2004 2005 2006 2007 2008 2009 2010

Calendar Year

SOURCE:: Metropolitan Regional Information System, Inc.

2011

16



Median home sales prices were flat in 2011
While the average sales price for an existing home in the County increased in
2011, the median sales price remained flat, which followed a decrease of 13.9
percent (2009) and an increase of 2.9 percent (2010).

Median Home Sales Price
Montgomery County
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Residential construction down significantly from 2007

Total residential construction declined steadily from 2007 to 2009 attributed to the steady
decrease in construction of single-family homes and a significant decrease in multi-family
units in 2009. Since 2009, the increase was attributed solely to starts of multi-family units.

Starts (Units)
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Single-family construction down significantly from 2002

Since 2002, the construction of new single-family homes declined steadily from nearly 4,200
units to less than 715 units in 2011. Since 2006, annual construction of single-family homes
was at or below 1,000 units per year.
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Construction of multi-family units was up in 2011

From 2002 to 2007, the construction of multi-family units averaged nearly 2,750 units per year.
With the housing crash, construction declined significantly from 2007 to 2009. Since that time,
construction rebounded but not at the level experienced between 2002 and 2007.

Number of New Multi-Family Residential Starts (Units)
Montgomery County
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Income Tax Volatility

Year-over-year percent changes in the income tax are volatile and

sensitive to economic events especially capital gains in Montgomery

County.
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Property Reassessments Declined Four Years in a Row

Reassessments for Group 3 declined 8.9 percent effective for FY13 (Levy Year
2012). This four-year decline is the first such decline in over twenty-eight years.

Real Property Reassessments by Levy Year
(Three-Year Phase-In)
Montgomery County
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Total Taxable Assessments Declined in Levy Year 2011 and 2012
Data from the Maryland Department of Assessments and Taxation show that taxable
assessments have declined a total of $11.3 billion over the past two years. This is the largest
two-year decline in the past twenty-eight fiscal years. This dramatic decline is a result of the
decreases in the reassessment rates for residential properties over the past four years.

Real Property Taxable Assessments
(Montgomery County)
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SUMMARY

The County’s unemployment rate in the first two months of 2012 has
remained at or above 5 percent (5.0% in January and 5.2% in February).
However, the increase in 2011 1n both the County’s resident and payroll
employment provide a positive outlook about the employment situation in
the County through the remainder of this fiscal year.

While average home prices have increased, albeit at a modest rate (12.3%
in 2011), sales of existing homes experienced a decline in 2011(]8.8%).
Until home sales rebound, the housing market may dampen any significant
increase in the transfer and recordation taxes and affect real property
taxable assessments.

Inflation for the Washington-Baltimore region was 3.4 percent in 2011 —
the largest annual increase since 2008 (14.5%). Prices increased 2.7
percent in January — the smallest year-over-year increase since January of
last year (12.3%).
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