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Homebuilder Confidence Falls in April

The NAHB/Wells Fargo Housing Market Index fell 3 points in April as all components declined on the month.
Despite the dip, the index remains at a level consistent with continued gains in new home construction.

Despite Dip, Sentiment Remains Solid

o After hitting a fresh cycle-high in March, the NAHB Housing
Market Index (HMI) fell 3 points in April to 68. All three HMI
components edged lower on the month. The current sales and
expected sales measures each fell 3 points.

e Despite the pull-back, confidence remains relatively high. The
present sales index has trended above 70 for five consecutive
months, signaling strong demand for new homes.

Continued Improvement in Residential Construction

o All areas except the West saw sentiment fall in April. After a late
season blast of winter weather, the Northeast reported an
8-point drop, partially reversing March’s 14-point rise.

e The solid readings for builder sentiment coincide with stronger
reports for retail sales at home improvement stores, which are
up solidly on a three-month annualized basis. Residential
investment is one of the few bright spots for first quarter growth.

NAHB/Wells Fargo Housing Market Index

Diffusion Index
80 80
70

M LWL :z

- |

Regional NAHB Housing Market Indices

Diffusion Index

100 100
90 + - 90
80 + - 80

50 r 50

40 + - 40

30 + + 30
30 + r 30
20 + + 20
20 —Northeast: Apr @ 45|1 20
Midwest: Apr @ 67
10 + + 10
10 + —South: Apr @ 70 - 10
—NAHB/Wells Fargo Housing Market Index: Apr @ 68 West: Apr @ 77
0 t t t t t t t t t t t t t t +— 0 0 t t t t t t t t t t t t 0
87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 05 06 07 08 09 10 11 12 13 14 15 16 17
Present Single-Family Home Sales Building Material, Garden Equip & Supply Stores
Diffusion Index 3-Month Moving Average
100 100 | 50% 50%
—Year-over-Year Percent Change: Mar @ 6.7%
90 + 1 90 40% + 3-Month Annual Rate: Mar @ 16.5% 1 40%
80 1 30% -+ + 30%
70 20% + 1 20%

60

50

40

30

20

10 +

‘ —Present Situation: Apr @ 74 ‘
0 t t t t t t t t t t t t t t — 0
87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17

10% ~ + 10%
VAYWA >V
00/0 M L f\f/\/’A/ Vf 00/0
v "4
S \P\ /
-10% +
N\

-20% + T -20%

-10%

-30% T+ -30%

-40% t t t t t t t t t t t t — -40%
04 05 06 07 08 09 10 11 12 13 14 15 16 17

Source: National Association of Home Builders, U.S. Department of Commerce and Wells Fargo Securities
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National Futures Association. Wells Fargo Securities, LLC. and Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products,
any of which may be discussed within this publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment
banking transactions. Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general information use
only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC assume any liability for any loss that
may result from the reliance by any person upon any such information or opinions. Such information and opinions are subject to change without notice, are for
general information only and are not intended as an offer or solicitation with respect to the purchase or sales of any security or as personalized investment
advice. Wells Fargo Securities, LLC is a separate legal entity and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company
© 2017 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment firm
authorized and regulated by the Financial Conduct Authority. The content of this report has been approved by WFSIL a regulated person under the Act. For
purposes of the U.K. Financial Conduct Authority’s rules, this report constitutes impartial investment research. WFSIL does not deal with retail clients as
defined in the Markets in Financial Instruments Directive 2007. The FCA rules made under the Financial Services and Markets Act 2000 for the protection of
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relied upon by, retail clients. This document and any other materials accompanying this document (collectively, the "Materials") are provided for general
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