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Significant Events

Jul 2007: US sub-prime mortgage problem

Sep 2007: Inter-bank lending rate highest
In a decade in UK

Dec 2007: UK interest rates cut to 5.5%

Feb 08: Northern Rock Is set to be
nationalised

Apr 08: Nationwide report first annual
house price fall In 12 yrs



Significant Events

« Sep 08: Fannie Mae & Freddie Mac rescued, as
IS AlG, by US Government while Lehmann Bros
file for bankruptcy. In the UK Bradford & Bingley
IS nationalised

e Oct 08: US Government $700bn rescue plan,
while the UK government plans a £50bn rescue
package. The UK also announces it will pump
billions into RBS, HBOS and Lloyds

 Nov 08: Eurozone officially slips into recession



Significant Events

 Dec 08: US is officially in recession, and
cuts interest rates to 0.25%. The FTSE
100 closes down 31.3% since the
beginning of 2008 - the biggest annual fall
In the 24 years since the index was started



Jan 09: UK |

nterest rates cut to 1.5%, the

lowest in the 315 yr history. UK is officially

IN recession

Feb 09: UK Interest rates cut to 1%

March 09: U

K Interest rates cut to 0.5%

June 2009: UK jobless rises to 7.1%

July 2009: L

nemployment in UK rises

again to 7.6%, the highest in 10yrs



Update on Employment

* 30% of the workforce Is a civil servant,
who don’t lose their job just as quickly as
those in the private sector

* Insulates NI from the crisis to a certain
extent, though construction comprises a
larger % of GDP in N.l. compared to rest
of UK



Drop In Residential Prices

 Cranny Lane, Moneymore:
— Spring listed: £435,000
— Autumn revised to: £335,000



Drop In Residential Prices

e 15 Mullaghboy Crescent, Magherafelt:
— Spring listed: £89,000
— Summer revised to: £75,000



House Prices

* University of Ulster / Bank of Ireland
House Price Index Reports

e Issued every quarter



Prices

Source: Ulster / Bank of Ireland House Price Index Reports
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Main Findings

e Other findings from the report include:

— Sales activity up 35% from the previous six months

— Agents across the province witnessing an increase in
viewings and registration of potential buyers

— 1 in 5 transactions took place at price points at or
below £100,000

— Negative equity in NI is £23,000 on average
— Average prices are back at early 2006 levels
— New-build transactions almost 40% of the total



Main Findings

 From the first to second quarter of 2009,
the market has shown evidence of
recovery with:

— Prices up on average 23%

— Semi-detached houses up 6.2%
— Detached houses by 19.4%

— Detached bungalows by 10.6%



Downturn in Rol from 2006

28% of average cost of a new-build was
made up of taxes and levies.

New-build property sales:

2006: 93,419 houses built. 28% of 93,419 x
€300,000 = €7.8 hillion

Second-hand property sales: €3 billion



Property Market

e 2006: average equity in residential

properties in Rol was €500,000. Result:
re-mortgages.

e Drop in sales = drop In tax revenue



Property Market

e 59% of purchases were for investment.

* Properties vacant:
— Rol: 1 In 6 properties vacant
— UK: 1 in 31 properties vacant



Drop In Land Prices

e Land was severely overvalued

e Current joke among property agents:
‘Development land with potential for
agriculture’.



Sample Development Appraisal

3-bed semi 346,000 216,250 37.5% slump
Build cost 140,000 120,000 Bruce Shaw Index
Site dev. costs 6,000 6,000 Bruce Shaw Index
Planning contributions 10,000 10,000 Average charge
Professionals services 5,000 3,000 Expert’s estimate
Sale fees 6,000 3,500 Legal and agent
Marketing costs 1,500 1,000 Ads, show unit
Finance costs 6,000 3,000 Estimate
Total costs 174,500 146,500
Balance for profit& site 171,500 69,750
Profit 56,000 46,000

33% 66% ... of balance
Site Value 115,500 23,750 80% drop




Growth

« Commentators say countries should focus
on external growth rather than internal
trade.

— Manufacturing, export



New Ways to Discover Value



Commercilal Market

e 1,500,000 sq.ft. of commercial premises
vacant in Belfast.
 Drop in demand, drop In yield.

e Exposure to Construction Industry. Mid-
Ulster witnessed severe drop In
employment levels.



Commercilal Market

Example of 600 sgq.m. (6400 sq.ft.)
premises Magherafelt

— August 2008 Guide Price: £1,750,000
— August 2009 Guide Price: £800,000



Commercilal Market

 Yields for retail and offices have increased
In N.I. like the rest of the UK, though there
are few transactions to price the market.

* Values in UK commercial property (prime
retall and prime offices) have fallen by
more than 40% since the Q3 2007 peak
according to CBRE.



Banks’ Asset Strategy

\
e Guide price:£1.080m Bank
_ premises
 Rental income: £68,614 for salel

/




New Legislation

 New requirement to provide an Energy
Performance Certificate (EPC) when a
building is constructed, sold or rented
out.

EPC certificate is valid for 10 years.

» 30 June 2008: sale of existing dwellings

o 30 September 2008: dwellings and non-
dwellings on construction

« 30 December 2009: Rental of existing
dwellings, sale of existing non-dwellings



Recent Visits by VIPs

o April 2009 — Visit to office by Tim Cabhill



Recent Visits by VIPs

« July 2009 — Visit to office by Ricky Hatton



Property Market - Summary

Example of Developer asked to meet
bank officials to pay back loan.
Requirements:

1. Consumer confidence

2. Access to finance / liquidity

28 July 2009 Belfast
Telegraph



Status of Mortgage Market

Speaker:

Harry McCrory
— Financial Adviser



Type of Applicant

Self Build

First Time Buyer
Re-mortgage
Home mover
Investor



Types of Mortgages

Repayment
Interest only

Off-set
Fixed / discount / tracker



| ender Criteria

Valuation

Deposit / equity

LTV

Rates

Fees

Income: employed / self-employed
Affordabllity, credit score

Application with supporting documents
Legals



lnsurance

e Buildings & contents
 Mortgage payment protection



Questions & Answers



