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HOME PRICES SLIDE FURTHER IN SUMMER MONTHS;
FEW STATES SHOW PRICE GAINS

WASHINGTON, DC — U.S. home prices fell 1.8 percent in the third quarter of 2008
from the previous quarter, according to FHFA’s seasonally-adjusted purchase-only
house price index, which is based on data from repeat home sales. This decline was
greater than the 1.4 percent decline in the prior quarter and the largest in the purchase-
only index’s 17-year history. Over the past year, prices fell 6.0 percent between the third
guarter of 2007 and the third quarter of 2008.

FHFA'’s all-transactions House Price Index (HPI), which includes data from home
sales and appraisals for refinancings, showed more weakness over the latest quarter
than the purchase-only index. The all-transactions HPI fell 2.7 percent in the latest
guarter and was down 4.0 percent over the four-quarter period. The four-quarter
decline was the largest four-quarter drop in the history of the index, which extends back
to 1975.

“The impact of foreclosures and tightening credit conditions weighed heavily on house
prices in the third quarter,” said FHFA Director James B. Lockhart. “Recent public and
private foreclosure prevention efforts, including the Streamlined Modification Program
we recently announced with the U.S. Treasury Department, the Federal Housing
Administration (FHA), Fannie Mae, Freddie Mac and HOPE NOW, provide some hope
for moderating the adverse effect of foreclosures on families and on housing markets.
Recent government actions to stabilize financial markets are aimed at countering the
tight credit conditions affecting housing.”

With this release, FHFA continues its publication of its monthly price index, which was

introduced in February. Monthly price trends are shown on pages 8 and 9 and are

provided for months through September. Prices fell 1.3 percent between August and
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September on a seasonally-adjusted basis and are down 7.9 percent since their April
2007 peak.

While the national purchase-only house price index fell 6.0 percent between the third
qguarters of 2007 and 2008, prices of other goods and services rose 6.7 percent.
Accordingly, the inflation-adjusted price of homes fell approximately 12.7 percent over
the latest year.

“Prices continued their retreat in most areas in the third quarter,” said FHFA Chief
Economist Patrick Lawler. “While housing affordability has improved and may have
drawn in some new buyers, it seems that high inventory levels and buyer uncertainty
have had the dominant impact on prices.”

Significant Findings:

Purchase-only Index:

1. Prices fell in the latest quarter in 41 states.

2. Eight states exhibited quarterly price declines of more than three percent and
three—Nevada, California, and Arizona—saw price declines of more than five
percent.

3. All nine Census Divisions experienced price declines in the latest quarter.
Prices were weakest in the Pacific Census Division, which experienced a 5.4
percent price decline in the quarter and strongest in the West South Central
Division, which experienced a price decline of 0.2 percent.

All- transactions HPI:

4. The states with the greatest price appreciation between the third quarters of
2007 and 2008 were: North Dakota (4.0%), South Dakota (3.9%), Texas
(3.2%), Alabama (2.8%), and Oklahoma (2.8%). The states with the sharpest
depreciation for the same period were: Nevada (-20.9%), California (-20.8%),
Florida (-16.0%), Arizona (-13.5%), and Rhode Island (-8.0%).

5. The MSAs with the greatest appreciation over the past year were: Austin-Round
Rock, TX (5.6%), Augusta-Richmond County, GA-SC (5.5%),and Rapid City, SD
(5.4%)

6. Of the 20 ranked cities with the greatest price declines over the last four
quarters, all but one (Las Vegas-Paradise, NV) was in California or Florida.

7. The MSAs with the sharpest depreciation over the year were: Merced, CA (-
42.3%), Stockton, CA (-41.4%), and Modesto, CA (-36.7%).

The complete list of state appreciation rates can be found on pages 18 and 19.
The complete list of city (MSA) appreciation rates is available on pages 32 - 46.

Highlights/Technical Note

The quarter’s Highlights piece addresses the weighting system used in calculating the
national price index. The article analyzes the benefits of and issues surrounding
alternative weighting systems that might be employed.



Background

FHFA’s purchase-only and all-transactions house price indexes track average house
price changes in repeat sales or refinancings of the same single-family properties. The
purchase-only index is based on more than five million repeat sales transactions, while
the all-transactions index includes approximately 36 million repeat transactions. Both
indexes are based on data obtained from Fannie Mae and Freddie Mac for mortgages
originated over the past 34 years.

FHFA analyzes the combined mortgage records of Fannie Mae and Freddie Mac, which
form the nation’s largest database of conventional, conforming mortgage transactions.
The conforming loan limit for mortgages purchased since the beginning of 2006 has
been $417,000. Legislation enacted in February 2008 has raised it for this year to as
much as $729,750 in high-cost areas in the continental United States for loans
originated between mid-year 2007 and the end of 2008. The national loan limit in the
continental U.S. will be $417,000 for 2009, with higher limits of up to $625,500 in
high-cost areas. The 2009 limits were recently announced and can be found at
http://www.ofheo.gov/Requlations.aspx?Nav=128.  These higher limit loans are
included in the HPI.

This HPI report contains four tables: 1) A ranking of the 50 States and Washington, D.C.
by House Price Appreciation; 2) Percentage Changes in House Price Appreciation by
Census Division; 3) A ranking of 292 MSAs and Metropolitan Divisions by House Price
Appreciation; and 4) A list of one-year and five-year House Price Appreciation rates for
MSAs not ranked.

This report was previously published by the Office of Federal Housing Enterprise
Oversight (OFHEO). FHFA's  full PDF of  the report IS at:
www.ofheo.gov/media/pdf/3g08hpi.pdf. Also, be sure to visit www.FHFA.gov to use
the FHFA House Price calculator. Please e-mail EHFAinfo@FHFA.gov for a printed
copy of the report. The next quarterly HPI report, which will release data for the fourth
quarter of 2008, will be posted February 24, 2009. The next monthly index will be
released on December 23, 2008.

HHH

The Federal Housing Finance Agency regulates Fannie Mae, Freddie Mac and the 12 Federal Home
Loan Banks. These government-sponsored enterprises provide more than $6.2 trillion in funding for
the U.S. mortgage markets and financial institutions.



FHFA SEASONALLY-ADJUSTED HOUSE PRICE INDEX FOR USA
(Includes Only Valuation Data from Purchases)

1991Q2 - 2008Q3

House Price Quarterly House Price Quarterly

Appreciation

Appreciation

House Price
Appreciation From

Quarter (%) Annualized Same Quarter One
(%) Year Earlier
(%)

2008Q3 -1.78% -7.12% -6.02%
2008Q2 -1.44% -5.76% -4.82%
2008Q1 -1.57% -6.28% -3.04%
2007Q4 -1.36% -5.44% -0.68%
2007Q3 -0.53% -2.12% 1.44%
2007Q2 0.40% 1.60% 2.50%
2007Q1 0.82% 3.28% 2.97%
2006Q4 0.75% 3.00% 3.84%
2006Q3 0.51% 2.04% 5.25%
2006Q2 0.86% 3.44% 7.22%
2006Q1 1.67% 6.68% 8.82%
2005Q4 2.12% 8.48% 9.38%
2005Q3 2.39% 9.56% 9.60%
2005Q2 2.37% 9.48% 9.59%
2005Q1 2.19% 8.76% 9.30%
2004Q4 2.33% 9.32% 9.26%
2004Q3 2.38% 9.52% 8.95%
2004Q2 2.10% 8.40% 8.56%
2004Q1 2.14% 8.56% 8.01%
20030Q4 2.05% 8.20% 7.56%
2003Q3 2.01% 8.04% 7.47%
2003Q2 1.58% 6.32% 7.42%
2003Q1 1.72% 6.88% 7.65%
20020Q4 1.96% 7.84% 7.58%
2002Q3 1.96% 7.84% 7.14%
2002Q2 1.80% 7.20% 6.71%
20020Q1 1.66% 6.64% 6.57%
2001Q4 1.54% 6.16% 6.75%
2001Q3 1.56% 6.24% 6.92%
2001Q2 1.66% 6.64% 6.96%
2001Q1 1.82% 7.28% 6.96%
20000Q4 1.70% 6.80% 6.89%
2000Q3 1.60% 6.40% 6.66%



Quarter

House Price Quarterly House Price Quarterly

Appreciation (%)

Appreciation
Annualized (%)

House Price
Appreciation From
Same Quarter One

Year Earlier (%)

2000Q2
2000Q1
1999Q4
1999Q3
1999Q2
1999Q1
1998Q4
1998Q3
1998Q2
1998Q1
1997Q4
1997Q3
1997Q2
1997Q1
1996Q4
1996Q3
1996Q2
1996Q1
1995Q4
1995Q3
1995Q2
1995Q1
1994Q4
1994Q3
1994Q2
1994Q1
1993Q4
1993Q3
1993Q2
1993Q1
1992Q4
1992Q3
1992Q2
1992Q1
1991Q4
1991Q3
1991Q2

1.67%
1.76%
1.48%
1.52%
1.45%
1.44%
1.56%
1.34%
1.31%
1.26%
1.04%
0.76%
0.95%
0.66%
0.63%
0.66%
0.71%
1.10%
0.59%
0.91%
0.74%
0.50%
0.44%
0.69%
0.88%
0.88%
1.00%
0.88%
0.99%
-0.05%
0.83%
0.90%
-0.17%
1.05%
0.94%
0.03%
0.00%

6.68%
7.04%
5.92%
6.08%
5.80%
5.76%
6.24%
5.36%
5.24%
5.04%
4.16%
3.04%
3.80%
2.64%
2.52%
2.64%
2.84%
4.40%
2.36%
3.64%
2.96%
2.00%
1.76%
2.76%
3.52%
3.52%
4.00%
3.52%
3.96%
-0.20%
3.32%
3.60%
-0.68%
4.20%
3.76%
0.12%
0.00%

6.58%
6.35%
6.03%
6.11%
5.92%
5.77%
5.59%
5.04%
4.44%
4.06%
3.44%
3.03%
2.93%
2.69%
3.13%
3.09%
3.34%
3.37%
2.76%
2.61%
2.39%
2.53%
2.92%
3.49%
3.69%
3.81%
2.84%
2.67%
2.68%
1.51%
2.63%
2.75%
1.87%
2.04%



Seasonally-Adjusted Price Change
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Appreciation Since Same Quarter
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Monthly Price Change Estimates for U.S. and Census Divisions
(Purchase-Only Index, Seasonally-Adjusted)

U.s. Pacific Mountain West North West South East North East South New Middle South
Central Central Central Central England Atlantic Atlantic
Aug 08 - Sep 08 -1.3% -2.1% -2.6% -05% 0.7/% -1.9% -0.8% -1.2% 0.8% -2.8%
Jul 08 - Aug 08 -0.8% -2.1% -1.1% -0.3% -0.9% 0.1% -0.7% -0.1% -0.6% -1.0%
(Previous Estimate) -0.6% -1.8% -0.8% -0.4% -0.6% -0.1% -0.7% 0.4% -0.3% -0.5%
Jun 08 -Jul 08 -0.7% -2.1% -1.2% -0.4% -0.4% -0.6% -0.1% -1.5% -0.3% -0.3%
(Previous Estimate) -0.8% -2.2% -0.7% -0.4% -0.5% -0.7% -0.1% -1.5% -0.4% -0.6%
May 08 -Jun 08 -0.3% -2.1% 0.4% 0.2% 1.1% -0.6% -0.2% 0.8% -0.9% -0.1%
(Previous Estimate) -0.3% -2.3% 0.1% 0.1% 1.3% -0.6% -0.2% 0.9% -0.8% 0.1%
Apr 08 - May 08 -0.5% -1.3% -0.4% -0.2% -0.7% 0.6% 0.0% -1.0% 0.3% -1.4%
(Previous Estimate) -0.5% -1.1% -0.5% -0.1% -0.7% 0.7% 0.0% -1.0% 0.1% -1.5%
Mar 08 - Apr 08 -0.8% -2.3% -0.9% -0.4% 0.6% -1.2% 0.8% -1.3% -0.9% -0.5%
(Previous Estimate) -0.7% -2.1% -0.8% -0.4% 0.5% -1.3% 0.7% -1.3% -1.0% -0.4%
12-Month Change:
Sep 07 -Sep 08 -10% -205% -8.6% -3.1% 0.5% -46% -26% -52% -1.8% -9.4%
Monthly Index Values for Latest 18 Months: U.S. and Census Divisions
(Purchase-Only Index, Seasonally-Adjusted, 1991Q1=100)
U.S. Pacific Mountain West North West South East North East South New Middle South
Central Central Central Central England Atlantic Atlantic

September-08 206.8 202.6 259.8 211.8 199.3 183.5 196.8 216.6 220.0 212.2
August-08 209.5 207.0 266.6 213.0 197.9 187.1 198.5 219.2 218.2 218.3
July-08 211.2 2115 269.7 213.6 199.7 186.9 199.8 219.3 219.5 220.5
June-08 212.8 216.1 272.9 2144 200.5 188.1 200.1 222.6 220.1 221.2
May-08 213.4 220.6 271.8 2141 198.3 189.3 200.4 220.9 222.0 2215
April-08 214.4 223.5 273.0 214.4 199.6 188.2 200.4 223.1 221.3 2245
March-08 216.1 228.8 275.5 215.3 198.5 190.6 198.8 226.1 223.4 225.7
February-08 217.4 235.8 277.1 215.6 1984 190.6 200.5 229.4 224 .2 2254
January-08 216.7 236.9 278.3 213.0 197.2 188.4 198.9 224.9 224.1 227.0
December-07 218.8 242.4 278.1 2174 197.9 189.2 201.2 229.6 225.0 228.3
November-07 219.8 246.5 277.5 217.3 197.9 191.3 200.6 227.2 224.7 230.2
October-07 221.0 251.3 280.9 216.6 198.4 191.0 201.4 230.4 224.8 231.9
September-07 222.4 254.9 284.2 218.6 198.4 192.4 202.1 228.6 224.0 234.2
August-07 223.2 257.7 287.3 217.7 199.0 193.6 2015 230.2 224.7 234.2
July-07 2234 259.9 285.7 2184 197.6 194.2 200.9 231.3 225.7 233.3
June-07 224.0 260.7 287.3 2185 196.9 1954 201.6 231.6 225.6 234.6
May-07 224.3 261.8 286.1 2191 196.6 195.6 200.8 232.5 225.6 235.6
April-07 224.5 263.7 286.6 2194 195.5 195.7 200.3 233.3 226.9 235.1
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Percent Price Change over Prior Month
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Comparison of the House Price Index and a Purchase-Only Index

An important factor that has affected the House Price Index in some recent quarters is the
influence of refinancings on the overall index. The figure below shows percent changes in the
HPI for the United States as a whole over the prior four quarters compared with changes in an
index constructed using only house prices associated with mortgages used for house
purchases. The trend is generally the same, but the purchase-only index has exhibited greater
price weakness over the latest year. Over the past four quarters, the all-transactions HPI fell
4.0 percent, while the purchase-only index declined 6.0 percent.

The share of mortgages that are refinancings can vary considerably from period to period.
Approximately 53.5 percent of the third quarter mortgage data used in estimating the HPI were
refinances, down considerably from 70.3 percent in the prior quarter. The 53.5 percent share is
below the average share for the period since 1991. A table showing the fraction of mortgages
by loan purpose (purchases, rate-term refinances, and cash-out refinances) is available at
http://www.ofheo.gov/media/hpi/loantype.xls.

Note that a purchase-only index and a seasonally-adjusted purchase-only index for the U.S.
can be downloaded at http://www.ofheo.gov/media/pdf/3g08POsummary.xls. Purchase-only
indexes are also available for every Census Division and state and are downloadable at
http://www.ofheo.gov/hpi_download.aspx.

The Effect of Appraisal Data from Refinance Loans on the HPI
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Highlights
Assessing the Weights Used in the Federal Housing Finance Agency’s
National House Price Index

Background

The Federal Housing Finance Agency’s (FHFA'’s) national house price index is constructed in
a fundamentally different manner than its other indexes. By construction, the change in the
national index is set equal to the weighted average price change for the nine underlying
Census Divisions, where the weights reflect the share of the housing stock in each of the
Divisions.! Forming the national index is thus a two-step process; the individual Census
Division indexes are estimated and then the national index is increased or decreased by the
weighted average change in those nine indexes. Other FHFA indexes, by contrast, are not
built-up from component indexes. To calculate the Census Division, state, and metropolitan
area indexes, all transactions data from the relevant geographic area are pooled together and
the index values are directly estimated from the raw data.”

This Highlights article discusses the advantages of the weighting approach currently used in
producing the FHFA’s national house price index. It also assesses the benefits of adjusting
the weighting system to include more geographic weighting units. FHFA is considering refining
its methodology so that states (rather than Census Divisions) form the basis for the weighted
national measure.

Volume-Related Distortions

Although constructing the national index from an average of sub-indexes requires an extra
step relative to pooling, it comes with a significant advantage: it is less susceptible to
distortions related to geographic shifts in transaction sales volumes. Without the weighting
system, shifts in sales volumes across geographic areas can introduce biases in index
measures as a relationship frequently exists between sales volumes and prices. With pooling,
price trends evident in the highest-volume areas are given more weight than trends in other
areas.

Industry participants usually presume that there is a positive relationship between volume and
price: areas with the strongest price trends exhibit relatively high volumes. The relationship
can be the inverse, however; sales volumes can rise when previously-reluctant sellers finally
drop their selling prices to facilitate sales. Whether the price-volume correlation is positive or
negative, however, the basic problem associated with pooling still exists.

Benefits of State Weighting

As currently constructed, the national measure is not entirely immune from problems caused
by volume shifts. The susceptibility stems from the fact that the national index is constructed
from Census Division indexes, which are themselves calculated by pooling data from the
underlying states. Although the national index controls for changes in volumes across Census

! See http://www.ofheo.gov/media/hpi/focus/Focus4Q07.pdf for details.
2 For information on the basic indexing methodology, see http://www.ofheo.gov/hpi.aspx?Nav=306.
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Divisions, volume shifts within the Census Divisions can distort the respective Census Division
figures and, therefore, the national estimates.

Figure 1 illustrates the problem by showing the magnitude of volume shifts within the Pacific
Census Division over time. For the period between 1992 and the present, the table reports the
share of the purchase-money mortgages in the HPI dataset that were in each of the states
within that Division. The graph reveals that California’s contribution to the Pacific Census
Division ranged from about 60 to 70 percent during most of the 1990s, but then plummeted to
less than 50 percent for the period between 2004 and late 2007. Over the latest year,
California’s contribution has grown rapidly and exceeded 70 percent in the latest quarter.’

Figure 2 reflects the effects of the shifts in California’s and other states’ contributions to the
Census Division estimate. The graph compares price trends reflected in the usual (pooled)
Census Division index against price movements evident in an index constructed from state
indexes.* Price growth in the state-weighted index for the Pacific Division is weighted by each
state’s share of overall Census Division housing stock. Each of the indexes is estimated using
sales prices from purchase-money mortgages.

The graph reveals significant differences between the measures. The divergence is most
notable in the boom and bust periods in this decade. As California’s share of the Pacific
Census Division data fell in the 2004 to 2006 period, the graphs show that the price growth
reflected in the weighted measure would have been higher than for the usual pooled index.
During that period, the relatively high-appreciation observations from California contributed
less and less to the pooled index and thus the pooled appreciation rate lagged that of the
weighted index, which maintained a steady 70 percent contribution rate for California.> During
the early part of the bust, as prices fell in California and remained relatively steady elsewhere,
the relatively large and steady California contribution embedded in the weighted index ensured
that the weighted index showed more extreme depreciation than the pooled measure. For
example, between the third quarters of 2006 and 2007, the weighted index fell 4.9 percent
while the pooled measure grew 0.2 percent. As relative California volume picked up in the
latest year, the divergence between the two measures has shrunk considerably.

With the benefits of weighting established, Figure 3 then takes the next step and depicts the
national index with the state-weighting approach. To form the national measure, nine Census
Division measures are first constructed, but (as with the Pacific index described earlier) they
are each assembled so that they reflect the weighted average price trends in the component
states. Then, the growth rate in the national index is set equal to the weighted average growth
rates for the new Census Division measures. This approach, which employs housing stock
data as the relevant weights (both the state contributions to the Census Divisions and the
Census Division contributions to the national measure), produces the same result as would be
produced if the national measure were directly formed from the state measures.

% It should be noted that the reported changes in the relative state volumes reflect both shifts in real estate sales
volumes as well as shifts in the Enterprises’ share of the mortgage market over time. Some of the decline in
California’s contribution to the Pacific Census Division in the 2004-2007 period may be the result of the growing
prevalence of non-Enterprise funding. Also, some of the increase in the latest few quarters may be due to higher
California loan limits resulting from the Economic Stimulus Act of 2008.
* The indexes are estimated using only data from mortgages financing house purchases.
® california’s share of the one-unit housing stock in the Pacific Census Division has been between about 71 and
73 percent since 1970.
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Figure 3 compares this new index, which is calibrated using exclusively sales-price data,
against the standard purchase-only national index. The graph, which plots four-quarter
appreciation rates since 1992 for both indexes, reveals the same type of phenomenon as was
observed in Figure 2 for the Pacific Division; the state-weighted index shows greater
appreciation during the boom and more significant price declines during the bust. Prior to the
boom-bust of the latest several years, the growth rates in the two national indexes were nearly
identical, however. Unlike the Pacific Census Division estimates, which diverged all the way
back to 1992, the divergence in the two national measures has generally been confined to the
last several years.®

Benefits of Weighting Using Smaller Geographic Areas

The question then arises: Can benefits be yielded from forming the national index out of even
smaller geographic units? For example, one might calculate separate indexes for zip codes
(either three-digit or five-digit codes) and form the national measure so it reflects the weighted
average price growth across all of those hundreds or thousands of measures. As long as the
relevant weights are available and all geographic areas are covered in an index, this more
refined measure would then mitigate any distortions related to volume shifts that occur within
states.

Initial evaluation of the empirical data suggests that the benefits of opting for an even finer
resolution measure would be modest. Figure 4 compares the state-weighted national
measures against a national measure formed out of several hundred three-digit zip code
indexes. The zip code-based-national index closely resembles the state-weighted index, with
a maximum divergence of only about 0.4 percentage points in the four-quarter price change
measures. A national measure based on five-digit zip codes shows qualitatively the same
result.

The additional precision associated with building from smaller areas appears minor, and it is
likely outweighed by the costs of many more calculations and the risks of losing useful data
owing to zip code boundary changes that would make address matching more difficult over
time.

Conclusion

FHFA will continue to consider reweighting the Census Division and national indexes during
the next quarter. Comments are welcome; please submit them to andrew.leventis@fhfa.gov.

® For the all-transactions index (which includes sales price data as well as appraisal values from mortgage
refinancings), there is minimal divergence even in the latest years between the existing national series and a
state-weighted series.
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Figure 2: Four-Quarter Price Changes Estimated in Pooled and State-Weighted
House Price Indexes for Pacific Census Division
(Indexes Estimated Using Sales Price Data)
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Figure 3: Four-Quarter Rates of Appreciation: Purchase-Only Index
Impact of Shifting to State-Weighted National Index
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Figure 4: Four-Quarter Rates of Appreciation--Purchase-Only Index
Census Division, State, and Three-Digit Zip Code Weighted National Indexes
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House Price Appreciation by State

Percent Change in House Prices
Period Ended September 30, 2008

(Estimates use all-transactions HPI which includes purchase and refinance mortgages)

Since
State Rank* 1-Yr. Qtr. 5-Yr. 1980
North Dakota, (ND) 1 4.02 0.67 37.58 163.94
South Dakota, (SD) 2 3.89 1.24 31.04 202.60
Texas, (TX) 3 3.19 0.45 25.31 132.79
Alabama, (AL) 4 2.81 0.36 30.92 199.81
Oklahoma, (OK) 5 2.75 -0.32 25.26 112.21
South Carolina, (SC) 6 2.42 -0.45 30.66 227.18
North Carolina, (NC) 7 1.99 -0.63 29.86 245.83
Wyoming, (WY) 8 1.63 -0.82 57.34 190.20
Kentucky, (KY) 9 1.46 -1.14 19.92 194.11
Maine, (ME) 10 1.44 -0.27 36.09 413.39
Tennessee, (TN) 11 1.38 -0.68 28.31 213.80
Montana, (MT) 12 1.00 -1.24 52.49 290.64
Arkansas, (AR) 13 0.85 -0.06 27.08 162.23
lowa, (I1A) 14 0.67 -0.86 18.00 153.56
Louisiana, (LA) 15 0.44 -1.09 34.66 152.14
Kansas, (KS) 16 0.34 -0.71 18.24 147.32
Mississippi, (MS) 17 0.09 -1.97 27.50 164.87
West Virginia, (WV) 18 0.01 -2.37 28.19 129.54
Indiana, (IN) 19 -0.02 -1.58 11.27 157.86
Vermont, (VT) 20 -0.02 -0.82 46.81 368.98
New Mexico, (NM) 21 -0.22 -0.97 47.47 236.89
Nebraska, (NE) 22 -0.27 -1.68 14.46 157.15
Alaska, (AK) 23 -0.28 -0.63 43.13 182.66
Colorado, (CO) 24 -0.31 -2.13 14.42 264.52
Georgia, (GA) 25 -0.61 -1.69 19.69 229.29
Pennsylvania, (PA) 26 -0.62 -1.46 38.82 308.30

*Note: Ranking based on one-year appreciation.
**Note: United States index calculated to reflect weighted average of price changes in the nine Census Divisions, with one-
unit housing stock shares as weights.
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House Price Appreciation by State

Percent Change in House Prices
Period Ended September 30, 2008

(Estimates use all-transactions HPI which includes purchase and refinance mortgages)

State
Missouri, (MO)

Wisconsin, (WI)
Utah, (UT)
Delaware, (DE)
ldaho, (ID)
Washington, (WA)
Ohio, (OH)

lllinois, (IL)

Oregon, (OR)

New York, (NY)
Hawaii, (HI)
Connecticut, (CT)
New Hampshire, (NH)
Virginia, (VA)

United States **
Minnesota, (MN)
Massachusetts, (MA)
New Jersey, (NJ)
District of Columbia, (DC)
Maryland, (MD)
Michigan, (MI)
Rhode Island, (RI)
Arizona, (AZ)
Florida, (FL)
California, (CA)
Nevada, (NV)

Rank*
27

28
29
30
31
32
33
34
35
36
37
38
39
40

41
42
43
44
45
46
47
48
49
50
51

*Note: Ranking based on one-year appreciation.
**Note: United States index calculated to reflect weighted average of price changes in the nine Census Divisions, with one-
unit housing stock shares as weights.

1-Yr.
-0.65

-1.20
-1.64
-1.77
-2.02
-2.10
-2.13
-2.65
-2.65
-2.66
-3.06
-3.51
-3.87
-3.94
-4.00
-4.33
-4.82
-4.87
-5.89
-6.06
-7.25
-7.99
-13.49
-16.04
-20.79
-20.92
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Qtr.
-1.54

-1.98
-1.93
-1.03
-1.70
-1.90
-2.62
-2.20
-2.14
-2.59
-0.52
-2.55
-3.09
-1.78
-2.68
-3.12
-3.31
-2.44
-1.70
-2.75
-4.90
-4.54
-6.03
-6.14
-8.27
-9.54

5-Yr.
21.23

23.48
47.70
45.82
53.41
56.22
5.61
26.20
55.62
36.42
75.57
29.83
20.38
50.07
28.78
16.30
13.44
38.87
63.74
56.53
-5.27
25.42
50.19
40.40
24.80
31.76

Since
1980

199.89
226.44
280.06
403.92
245.86
395.12
160.87
269.95
354.04
536.12
430.75
356.20
372.47
352.89
269.42
247.68
561.62
444.33
522.07
402.61
180.57
432.54
263.94
291.91
378.35
211.17



Four-Quarter Price Change by State: FHFA HPI
(Uses Purchase Prices and Appraisal Valuations)
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Four-Quarter Price Change
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HOUSE PRICE INDEX

FREQUENTLY ASKED QUESTIONS
(updated November 2008)

1. What is the value of the HPI?

The HPI is a broad measure of the movement of single-family house prices. It serves as a
timely, accurate indicator of house price trends at various geographic levels. It also provides
housing economists with an analytical tool that is useful for estimating changes in the rates of
mortgage defaults, prepayments and housing affordability in specific geographic areas. The
HPI is a measure designed to capture changes in the value of single-family homes in the U.S.
as a whole, in various regions of the country, and in the individual states and the District of
Columbia. The HPI is published by the Federal Housing Finance Agency (FHFA) using data
provided by Fannie Mae and Freddie Mac. The Office of Federal Housing Enterprise Oversight
(OFHEO), one of FHFA'’s predecessor agencies, began publishing the HPI in the fourth quarter
of 1995.

2. What transactions are covered in the HPI?

The House Price Index is based on transactions involving conforming, conventional mortgages
purchased or securitized by Fannie Mae or Freddie Mac. Only mortgage transactions on
single-family properties are included. Conforming refers to a mortgage that both meets the
underwriting guidelines of Fannie Mae or Freddie Mac and that does not exceed the
conforming loan limit. The conforming loan limit for mortgages purchased in 2007 was
$417,000. Legislation enacted in February 2008 raised the limit on a temporary basis to as
much as $729,750 in high cost areas in the continental United States. The loan limit for 2009
will be $417,000 for one-unit homes in most areas, but can be up to $625,500 in certain high-
cost areas in the continental United States.

Conventional mortgages are those that are neither insured nor guaranteed by the FHA, VA, or
other federal government entities. Mortgages on properties financed by government-insured
loans, such as FHA or VA mortgages, are excluded from the HPI, as are properties with
mortgages whose principal amount exceeds the conforming loan limit. Mortgage transactions
on condominiums, cooperatives, multi-unit properties, and planned unit developments are also
excluded.

3. How is the HPI computed?

The HPI is a weighted, repeat-sales index, meaning that it measures average price changes in
repeat sales or refinancings on the same properties. This information is obtained by reviewing
repeat mortgage transactions on single-family properties whose mortgages have been
purchased or securitized by Fannie Mae or Freddie Mac since January 1975. The HPI is
updated each quarter as additional mortgages are purchased or securitized by Fannie Mae
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and Freddie Mac. The new mortgage acquisitions are used to identify repeat transactions for
the most recent quarter and for each quarter since the first quarter of 1975.

4. How often is the HPI published?

A full release is provided every three months, approximately two months after the end of the
previous quarter. The HPI reflecting home price figures for the quarter ending September 30,
2008 is reported in this release. Beginning in March 2008, OFHEO began publishing monthly
indexes for Census Divisions and the United States. FHFA continues publishing and updating
these indexes each month.

5. How is the HPIl updated?

Each quarter, Fannie Mae and Freddie Mac provide FHFA with information on their most
recent mortgage transactions. These data are combined with the data from previous years to
establish price differentials on properties where more than one mortgage transaction has
occurred. The data are merged, creating an updated historical database that is then used to
estimate the HPI.

6. How do | interpret “four-quarter,” “one-year,” “annual,” and “one-quarter” price
changes?

The “four-quarter” percentage change in home values is simply the price change relative to the
same quarter one year earlier. For example, if the HPI release is for the second quarter, then
the “four-quarter” price change reports the percentage change in values relative to the second
quarter of the prior year. It reflects the best estimate for how much the value of a typical
property increased over the four-quarter period (FAQ #2 reports the types of properties
included in this estimate).

“One-year” and “annual” appreciation are used synonymously with “four-quarter” appreciation
in the full quarterly HPI releases. Similar to the “four-quarter” price changes, the “one-quarter”
percentage change estimates the percentage change in home values relative to the prior
guarter. Please