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Real Estate Economist Leaves UCLA Forecast

Christopher Thornberg was one of the first to say that the housing market was peaking last year.
By RogerVincent

Times Staff Writer

August 15, 2006

Bearishreal estateeconomisiChristophefThornbergwho saysthe SouthernCaliforniahousingmarketis a bubblebeginning topop, hadeft
UCLA AndersonForecasto strike outon hisown.

Thornberg,38, will continueto teacheconomicsat UCLA butwill no longerbe partof the quarterlyAndersonForecasbn theeconomief
Californiaandthe nation.

"I wantedto startmy own businessanddo thingsl wasn'tableto do before,"said Thornberg.

His new consultingfirm, Los AngelesbasedBeaconEconomicswill prepareorecastdor regionshe thinks areunderservedperhapsncluding
San Diegothe Inland Empire,the Bay Area and Sacramentol hornbergsaid.His partnerat Beaconis San FrancisceconomistionD. Haveman
of the PublicPolicy Instituteof California.

AndersonForecasDirector EdwardLeamerdid not respondo request§or commentMonday.

Real estateforecasting'is becominga surprisinglycompetitivefield,” saideconomistlackKyser of the Los AngelesCounty Economic
DevelopmentCorp., whichdoesconsultingwork for developersOthercompetitorsnclude Cal State LongBeach,CB RichardEllis andthe
Milken Institute.

Thornbergwasone of the first economistdo declarethat thehousingmarketwaspeaking.He did soin Septemberwhenthe medianhomeprice
in Los AngelesCountywas$494,000, andhe saidthat theravere "signsthat thehousingpartyis ending."Sincethen,the county'smedianprice
roseanother5%, hitting a record$520,000 lastonth.But yearover-yearsalesplunged25%, the eighth consecutivenonthly decline.

Othermarketobserversiow agreethat themarketis cooling butareuncertainaboutwhetherit will resultin a "soft landing"that won'tdisruptthe
economy.Thornbergsaidhis expectationgregrowing moregloomy.

"My guesss we'regoingto havea hardlanding,"he said."It's ugly out there."

Therehasbeenlarge scaleoverbuildingof homesand condominiumsationwide,he said."And herein SouthernCaliforniawe havehadthis
massiveprice appreciatiorthat isjust not justifiable by anykind of standard®f reasonabl@conomics,'he said.

Although homepricesin mostSouthernCaliforniamarketsarestill higherthantheywerea yearago,"therehasbeenno appreciatiorior four or
five months,"Thornbergsaid.

With interestratesrising in recentmonthsandsalesdeclining,"the bubbleis popping,just like a bubbleis supposedo,"” he said.

In a soft landing, pricesvould levelout andeconomicgrowthwould beflat or slow while adjustingto the lossof jobsandspendingn the
constructionyeal estateand mortgageindustries.

A hardlanding couldcomeif housingpricesbeginto fall, Thornbergsaid,in largepartbecausehat would scareonsumersaccustomedo
watchingtheir networth rise on paperTheir spendingoullbackanda correspondingiropin constructioncould pushthe economyinto recession.

USC forecasteDoloresConwayremainsmoreoptimistic everthoughthe inventoryof unsoldhouseds growing andsellersaremaking price
concessionso closedeals.

"Thereis still a strong demanfbr housing,especiallyin SoutherrCalifornia,"” said Conway,directorof the school'sCasderRealEstate
EconomicsForecastingProject."Everythingwe seeis consistent witha soft landing."

Thornbergwhosedeparturevasfirst reportedon thewebsiteLA Observedijnsiststhat thereal estatemarketis dangeroushpuffed up.
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"Look atwhatyour housewasvaluedat threeyearsagoandwhatit is now. Is it really worth 70% more? Theansweris no," he said."Thereis no

way you canjustify the math."
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