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Long-Term Bullish Outlook for the
Housing Rehabilitation Industry

The aging U.S. housing stock, slow new home construction pace, and post-pandemic
shifts in housing utilization create strong tailwinds for housing rehabilitation and
remodeling activity
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Rehabitation and remodeling are important tools in addressing the U.S. housing
undersupply problem

A recent Harvard study notes that across the U.S., 49% of owner-occupied housing was built before
1980; in certain geographic areas - including Boston, New York and Los Angeles - two-thirds or more of
the owner-occupied homes were built before 1980." The aging of the U.S. housing stock is a
consequence of the sharp slowdown in new home construction that began in 2007 and that has
extended through 2023, per Exhibits 1-2 below.

The continued aging and deterioration of the U.S. housing stock points to a large market of homes in
need of rehabilitation. The 2023 Harvard study notes that recent improvement spending has focused not
just on cosmetic enhancements but has also been directed at core replacements of basic housing
components including roofing and HVAC systems which have extended beyond their functional
lifetimes.! Pretium and our affiliated lending partner Anchor Loans believe that modernization and
rehabilitation of the already existing U.S. housing stock will play an important role in addressing the
general problem of housing undersupply across the country. Further, it is likely that the extensive amount
of modernization required for many homes will be difficult for typical homeowners to manage and
finance; rather, such extensive rehabilitation will often be most conveniently executed by professional
developers who purchase homes for sale, bring them up to modern standards, and then subsequently
resell the homes once the improvements are complete.

EXHIBIT 1 EXHIBIT 2

Median Age of U.S. Single-Family Housing Stock? U.S. Single-Family Housing Starts?

The U.S. housing stock is becoming increasingly aged and Housing construction in the U.S. slowed after the financial
in need of rehabilitation crisis period and remains depressed




Post-pandemic shifts in living patterns provide additional positive impulse for home improvement

Post-pandemic changes in patterns of housing activity are another force that is likely to put upward
pressure on the demand for home improvements. Measures of U.S. office space occupancy remain at
below 50% of pre-COVID levels, now three years after the initial pandemic shock (Exhibit 3), suggesting
that the move towards work-from-home has become structural. Exhibit 4 relatedly shows a large
increase in inflation-adjusted consumer spending on categories such as exercise equipment and furniture
since the start of the pandemic. With the growing amount of both work and leisure activity taking place
at home, homeowners will demand newer and better housing features that can support these pursuits.
Again, it is likely that the extensive home remodeling needed to bring housing quality and size up to the
level that can facilitate increased home-centered living activity will often be most efficiently executed by
professionals with access to scale economies and efficient and stable financing vehicles.

EXHIBIT 3 EXHIBIT 4

Kastle U.S. Office Utilization Index (2/2020=100)* Percentage Growth in Inflation-Adjusted
Consumer Expenditures by Spending Category®

Work-from-home arrangements remain common across
the United States During the pandemic, consumers increased expenditures on

exercise equipment, furniture and major housing appliances

Demographic trends are supportive of housing rehabilitation

Not only is the U.S. housing stock aging, the population of U.S. homeowners and homebuyers is aging as
well. The National Association of Realtors has noted that over 40% of all the 2022 U.S. home purchases
were made by homebuyers from the so-called baby-boomer or silent generation cohorts®; per Exhibit 5,
the share of homes purchased by older homebuyers has trended higher over the past two decades. An
older homebuying population will likely be supportive of housing rehabilitation activity: the Harvard
home improvement study notes that older homeowners will tend, for example, to value homes modified
for improved accessibility and safety. Older homebuyers also have relatively high levels of average net
wealth, per Exhibit 6 below, to help facilitate the purchase of improved homes.

EXHIBIT 5 EXHIBIT 6

Share of U.S. Purchase Mortgage Originations with Median Net Worth by Age Cohort (As of December 2019)°

Borrower Age 45+’ Older households have relatively high average levels

The share of home purchases made by older homebuyers of net wealth

has increased over the past two decades

The aging of the U.S. housing stock, combined with post-pandemic shifts in
lifestyles that benefit from expanded and modernized single-family housing, and
demographic trends leading towards an elevated share of older homebuyers, are
strong tailwinds for the housing rehabilitation industry. Pretium and Anchor
Loans remain constructive on the long-term outlook for the professional home
improvement sector and look forward to playing a role in the ongoing process of
rehabilitation of the U.S. housing supply.
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