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OVERHEATED
ECONOMY

Economics of
Interest Rates

N2

RISING INFLATION

N2

ELEVATED INTEREST RATES

N2

Principal Inflation Causes

e Excessive Pandemic Response
e Long-Term Deficit Spending

REDUCED HOME SALES

INCREASED HOME SALES

LOWER INTEREST RATES

DECLINING INFLATION

COOLER ECONOMY
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Economics, Tariffs & Interest Rates

Inflation & Economic Growth are Closely Linked

U.S. Economic Growth
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Economics, Tariffs & Oil Prices

But Interest Rates Remain Elevated

Interest Rate v Consumer Price Index
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Economics, Tariffs & Oil Prices

But Interest Rates Remain Elevated
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Economics, Tariffs & Interest Rates

Leaning into a Normalized Economy

US Initial Unemployment Claims
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Economics, Tariffs & Interest Rates
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Economics, Tariffs & Interest Rates

Oil Prices Much Lower Since Beginning of Year

4. | TARIFFS
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Economics, Tariffs & Interest Rates

US Home Prices Cooling

US Home Price Change
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Economics, Tariffs & Interest Rates
Looking Back at Tariffs in 2017 & 2018

Tariffs & Construction Cost Inflation
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Demographics Threats —

Continuing Outmigration

NJ Net Domestic Migration
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Demographics Threats qﬁﬁ%

Continuing Outmigration

New Jersey Holds #1 Ranking
67% of NJ HH Goods Shipments are Outbound

Primary Reason for Moving

INBOUND OUTBOUND
8.10% retirement 21.70%

2.70% health 4.20%
33.30% family 19.60%

7.20% lifestyle 14.50%
27.90% job 16.90%

0.90% cost 5.60%
INBOUND OUTBOUND
5.10% $0 to $49,998 4.50%

8.60% $50,000 to $74,999 11.10%

17.20% $75,000 to $99,999 12.10%
25.90% $100,000 to $149,999 17.20%
43.10% $150,000 or more 55.10%




Demographics Threats W@.

New Jersey is Losing the Retention Battle

Residents Planning to Leave NJ
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Demographics Threats

Demographic Cliff Approaching
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Demographics Threats

New Jersey Losing Traction in Key Cohorts

NJ Population by Age Cohort Somerville Population by Age Cohort
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Demographics Threats
Demographic Cliff Approaching

NJ Households Somerville Households Size of Households - 2025
Presence of Kids 18 Yrs of Younger Presence of Kids 18 Yrs of Younger 70%
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Demographics Threats
Demographic Cliff Approaching

5 Year HH Change: 2025-2030
All Incomes
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Demographics Threats

Housing Implications of Immigration

Immigrant Share of Population
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Demographics Threats

Housing Implications of Immigration

Top Countries of Origin for Immigrants in NJ Median Annual Household
Income - NJ
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Home Sale Dynamics

Interest Rates Finally Moving Lower

Mortgage Rates - 30 Yr Fixed
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Home Sale Dynamics

But Interest Rates Remain Elevated

Interest Rate v Consumer Price Index
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Home Sale Dynamics

Lower Interest Rates Boost Purchasing Power

Home Buying Power

Increasing Home Purchasing Power
Effects of Mortgage Rates on Mortgage Qualification
First-Time Buyer
$150,000 Income; 10% Downpayment
Oct - 2023 Today
Mortgage Interest Rate 7.8% 6.3%
Household Income $159,000 6%
Qualifying Mo. Expense 30% $3,750 $3,975
Property Taxes 30%| ($1,125) ($1,193)
Homeowner's Insurance $ 1,000 ($83) ($83)
PMI 0.063% ($221) ($273)
Total Mortgage Payment $2,321 $2,427
Qualifying Mtg Principal $322,419 $392,040
Downpayment 10% $35,824 $35,824
Qualifying Home Price $ 358,243 $ 427,864
Buying Power Increase 19% $69,622

Buying Power Increase reflects actual decline in mortgage interest rates & 6% salary increase
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Home Sale Dynam

| 2022,20% | 2023,18% | 2024,0.4% | 2025YTD, 1%

New Jersey Home Purchase Contracts
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Home Sale Dynamics
Unsold Inventory Up 15% YOY (+2,300 Listings)

NJ Unsold Inventory NJ Unsold Inventory Months Supply
September of Each Year <2.3-months S‘fpp'y
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Home Sale Dynamics
Home Price Beginning to Correct

NJ Annual House Price Change
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Home Sale Dynamics

Local Price Change Adjustments

Median Sale Price

[v)
$580,000 +12.49%
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9/30/2024 9/30/2025
Somerville Borough
MARKETING VALUES
List Price Days on Market Selling Prices
1-Yr. Periods Ending | Average Median Average Median Low Average Median High # Sales
9/30/2024 $505,170 | $479,000 27 17 $299,000 | $530,383 | $510,000 $870,000 83
9/30/2025 $556,494 | $544,500 37 21 $350,000 | $570,971 | $573,700 $820,000 94
$51,323 $65,500 9 4 $51,000 $40,588 $63,700 (550,000) 11
Change 10.16% 13.67% 7.65% 12.49% 13.25%
T T T T T T T N T




Home Sale Dynamics

Local Metrics
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e 72024 Contract Sales g 2025 Contract Sales e 2024 Unsold Inventory 2025 Unsold Inventory
Jan Feb Mar Apr May Jun Jul Aug
New Offerings 5 6 9 10 16 9 5 15
Contract Sales 7 6 4 11 9 11 8 9
Demand Ratio 140% 100% 44% 110% 56% 122% 160% 60%
¥ |Unsold Inventory 6 8 12 17 17 16 14 16
& Buyer:Seller Ratio |1 17/100| 75/100 | 33/100 | 65/100 | 53/100 | 69/100 | 57/100 | 56/100 k " |
Seller:Buyer Ratio 1:1 1:1 3:1 2:1 2:1 1:1 2:1 2:1
Mos Supply (Month) 0.9 1.3 3.0 15 1.9 15 1.8 1.8
Mos Supply (QTD) 0.9 12 21 15 1.7 1.5 1.8 19




Home Sale Dynamics

Affordability the Biggest Problem Going Forward

2025 NJ HOUSING AFFORDABILITY INDEX

Median Home Median Home Price
Price Income Multiplier Affordability [Homeownership| Rentership
Sussex $395,774 $118,416 3.3 107% 82% 18%
Salem $268,673 $80,080 3.4 107% 70% 30%
Gloucester $350,092 $99,882 3.5 102% 7% 23%
Burlington $377,834 $103,194 3.7 98% 4% 26%
Hunterdon $570,350 $146,560 3.9 92% 82% 18%
Camden $329,948 $83,093 4.0 90% 63% 37%
Somerset $571,988 $137,393 4.2 86% 2% 28%
Atlantic $326,313 $77,942 4.2 85% 65% 35%
Mercer $415,018 $97,917 4.2 84% 59% 41%
Warren $429,263 | $100,544 4.3 84% 71% 29%
Cumberland | $274,190 $63,208 4.3 82% 63% 37%
Morris $637,559 $136,290 4.7 76% 2% 28%
Middlesex $516,011 $106,134 4.9 74% 61% 39%
|Statewide | $518423 | $99312 | 52 | 69% | 63% | 37% |
Somerville $573,700 $105,263 5.5 66% 41% 59%
Monmouth $667,246 $122,341 5.5 66% 73% 27%
Ocean $481,117 $84,686 5.7 63% 7% 23%
Union $601,413 $100,025 6.0 59% 56% 44%
Bergen $711,579 $117,958 6.0 59% 63% 37%
Passaic $538,427 $79,950 6.7 53% 51% 49%
Hudson $608,500 $88,104 6.9 52% 27% 73%
Cape May $646,736 $89,197 7.3 49% 76% 24%
Essex $594,075 $77,690 7.6 47% 40% 60%

Assumptions: 30 Yr Fixed 80% LTV mtg @ 6.85%; 30% qualifying ratio, 25% allocation for re taxes

Affordability
>90%
75% -90%

I <75%
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CRE Transactions Volume

NJ CRE Transaction Volume
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Apartment Metrics

Multi-Family Market - Vacancy %

Multi-Family Market - Vacancy %

Somerset County, NJ

Somerville Borough
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Office Metrics

Office Market - Vacancy & Availability

Office Market - Vacancy & Availability
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Retail Metrics
The New Retail — Curated Tenant Mix




Retail Metrics

Retail Market - Vacancy & Availability

Retail Market - Vacancy & Availability

Somerville Borough

Somerset County
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Economic & Housing Forecast

Investors are Optimistic — Consumers are Troubled

Dow Jones Stock Price Index

Consumer Confidence
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Economic & Real Estate Forecast
A Return to Normal in 2026

The Economy

Inflation Spike or Recession Unlikely
Steady Declines in Interest Rates

Housing Markets

Falling Interest Rates Boost Inventory & Sales
Buying Demand: Millennials, Trade-Ups& Downs, Gen Z
Rental Demand Sustainable for Now

Housing Futures

Living Costs, Taxes & Housing Affordability are Corrosive
Housing Development needs more Diversification
Demographics Trim Future Housing Demand

Placemaking Matters

Home Prices Drift Slightly Higher — Decline likely in few years
New York City Politics bears Watching




Unemployment Rate

Unemployment Likely to Go Higher
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Economic & Housing Forecast

MORTGAGE RATE FORECAST
<« 30-YEAR FIXED RATE MORTGAGE
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NJ Homes Sales Forecast
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NJ CRE Sales & Price Forecast
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The Otteau Group

Bringing Clarity to Real Estate -}1

The OTTEAU GROUP: The lightning strike speed of today's information flow has

accelerated the pace of economic and societal change, whereby trends that previously took years to
develop can now occur in months. Our mission is to assist our clients In keeping pace with that
change by providing cutting edge analytics and insight as to the effect of this change on real estate
demand and valuation. To accomplish this we have assembled a team of highly skilled professionals
providing real estate valuation and advisory services across a wide range of property types.

CHRISTOPHER OTTEAU
Managing Partner

Services:
mAppraisal Valuation =Redevelopment Planning
= Market Study &Feasibility Analysis =Entitlement Guidance
=/ jtigation Support "CRE Lending Risk Advisory
=Research & Analytics "CRE & Land Brokerage

Copyright: The information provided herein is for use only by the primary recipient and may

not be copied, disseminated, re-sold, republished, or licensed to any other source without prior
written permission from Otteau Group. If permission is granted, any content or data used for
publication or broadcast, in whole or in part, must be sourced as originating from Otteau Group, a
Real Estate Valuation & Advisory Company.

JEFFREY G. OTTEAU
Chief Economist

The exception to these restrictions is that attendees who are the primary recipient of this content at a
privately sponsored events may share it with their clients and customers. Real estate brokers and
managers may not however reproduce, disseminate, present or share this content, individually or by
group presentation, including to their sales agents, co-workers and management.

© COPYRIGHT 2025 OTTEAU GROUP, INC.
www.otteau.com

00 458 7161




Subscription Analytics
Bringing Clarity to Real Estate

MarketTRAC — Provides monthly analysis of emerging trends affecting the Housing, CRE
and Capital markets. MarketTRAC is designed for market participants who require a ‘real-
time’ assessment of trends including brokers, marketing agents, lenders, developers,
investors and title companies. Individual components of MarketTRAC include:

MarketNEWS — Timely analysis & commentary of emerging economic and real
estate trends in New Jersey including the national & state economies, home sales,
multi-family apartments, retail, office, warehousing and capital markets.

HousingTRAC — This is the real estate industry’s report card on home sale trends that
real estate professionals have relied upon for the past 30 years. The ultimate tool for
staying informed on emerging housing trends, HousingTRAC provides detailed
analysis of the New Jersey housing market at the macro & micro levels. Coverage
includes 21 county and 425 municipal submarkets.

MarketCAST — Designed for commercial banks and the construction industry, a quarterly
risk assessment that measures real estate market dynamics and risk analytics for the tri-
state area. Sector coverage includes all major real estate markets and construction
categories for evaluating loan portfolios, first-glance refinancing viability, risk assessment
and future demand growth.

Details @ otteau.com/contact-us/markettrac/




