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Florida at the Precipice of Depression

| was going to call this "Banks March Us Into Degsien," or maybe more fitting is . . .
"Complete Collapse of US Banking System." Folks}is what we are looking at. | don't
see any way around it. What we're seeing heréoiidg, is your crystal ball. And what
happens here, is coming to a town near you .on.so

This past week | didn't write anything, becausetwlan seeing unravel is disturbing to the
point I had to question what | was seeing and hgar5o | decided to take as much time as |
needed to digest it all, and then put somethingttogy for you. So here goes . . .

| could prepare volumes of spread sheets with Beéwesgue numbers. | could talk about
commodity prices and oil and third world politiasdea dozen other metrics that all lead to the
same conclusion. But let me give you a ground fmyk. That's what | do best. | will leave
the manipulation of the numbers to the folks on M8#deet that do it best. The same folks
that have created the precipice they will soon pussbff.

| spend a great deal of time dealing with Asset &pams hired by banks stuck with REOs. So
as not to re-hash the events leading to the howsisig, | will not discuss the free-money
policies of the past, and | will not discuss theabte lack of accountability in making thac
loans of the past. Let's just deal with how thelseare attempting to recover.

Unfortunately, banks are not making a realistiogtffo address the crisis. That may be
because they cannot. As the banks and buildess &ravounced write down after write down,
my mantra has been . . . and continues to b&lOT. ENOUGH - NOT ENOUGH - NOT
ENOUGH. 1 still believe that. The builders ane thanks havenderestimated the magnitt
of the problem, and they continue to do so. Artalgsntinue to look at the rear-view mirror
and attempt to manipulate numbers based misguidéatical assumptions. NAR and the
economists continue to twist the numbers, lie ded slip in prior-montkadjustments withot
actually comparing apples to apples. But thahwtlzer article. The bankers and the fat cats
on Wall Street sit back and watch the carnivalenting fees from everyone they can
snooker.

| have recently started turning away REO propeft@® banks and asset managers, even
though hundreds of thousands of real estate agatithwide are lined up waiting for these
listings. | made the decision because we havénegba point where these listings are costing
us money, and the asset managers are squeezirgy haddharder . . . because they can.
There are GREAT asset managers and there are irtentnes. The majority fall into the
incompetent bucket, but we eliminate them quicKlfre banks, on thether hand, continue
throw away money with the bucket of incompetent aggars. It seems like the mortgage
brokers that pushed funny money for the last ss«y@re now starting asset management
companies. We still work with a number of assehagers and banks directly, but the list of
asset managers is growing smaller as propertie®faell. When that happens, properties are
bundled up and sold in bulk or at auction. Thisgurther downward pressure on markets
because of lower prices and the inventory was bedoed . . . it just changed hands.

Banks cannot afford to take 50-75% hits on mortgagad that is exactly what is happening.
The precipice is here, and we are on it. Recgutrts about home sales rebounding are
insignificant, because no one is accurately desgrithe growing inventory build-up. Banks
simply don't have the margins to deal with thisisti And for that reason, we will see
massive bank failures and this will snowball intocanplete economimeltdown. If you hav
an argument against this scenario, I'd love to téeypau on a live conference call. We deal
with the banks. We know what is going on befoeertombers show up at the Fed or any
analysts desks. We deal with the public, so we theadesperation at all levels. 1 listen to
grown men cry about how to explain to their fangilibat they are losing everything. | listen
to people that | fear are on the vergewicide. | read about people committing crimegpdy
to put food on the table. Spend a week with md,Jenu'll understand why there is no feas
way to avoid a Depression.

The banks will fail, just as they failed in 1929. but worse because this time some of this
leverage is as high as 40:1. Insurance? Whehaigoing to come from? There is no
insurance that can cover the cost of the coming Egiture, unless we jugirint more money
We are two generations removed from 1929. | akinglabout Biblical 40 year generations.
And when you look at who we were in 1929 and whoaneenow, you'll realize just how ugly
it is goinc to be. In 1929 there was a stronger base of f values. There was a work etl
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thelr final days.

6 Comments on Florida at the Precipice of Depressio

Harsh? Like | said, spend one week with me, andwid go home with a new outlook about
lifgikee e Endrbelepsisthag isosfioldiog | Nl gbimofirel sitlythiatg inféetiag inlibegpéeof
yaith shynacirkebisapastsesuch ground zero, Poinaidl. Last report was that 1 in 15 houses
are in some stage of foreclosure!!! | can't find tfata to back it up but it is my opinion that
Jies BAariZiphmdeut dikidtide thy ausreey dtatheadiguhtton't know when it will turn but right
now the only homes selling out REOs and short sales

The next generation? | would like to think we vellentually build ourselves out of this
Depression with nuclear plants, solar and wind farseawater desalinization plants new
reade@nd puidtes end soka 00 helangass rReksod tiostinatehar e isanirnets TRob@Ir
heastsdbek ThErs inese tiat istudy history desvriimerananaaa Y30, 000! todessible!!!
generation? It will be a much tougher recoveryduse we have lost the fundamentals that
made us the greatest country in the world.

Everybody is upside down.

NOTE: If intereste in additional information visit my institutionalebsite avww.Morgan
Florida.orgor my consumer website atvw.TreasureCoast.us If you would like to be adde

tor geuHalibaigbiiporl@Rte £OAIR pgshlediecRifa, let me know.

This is a very good post! Folks need to take tlse toted glasses off and look at reality.
Reality bites!!

But......this too shall pass.

06/05/20084:40 PMby Bryant TutasTutas Towne Realty, Inc

Thanks Bryant. | know it is a depressing post,ibhas been bothering me for the last few
weeks. When | speak to the bankers, they arerdittliang under their desks or retiring.
When | speak with consumers, it is downright ahdli Yes, this too shall pass, but | have an
eery feeling this will be a much more violent Degsien than 1929 in financial terms and in
physical violence, crime and maybe worse.

06/05/20084:47 PMby MorganFlorida Real Estate TEAM

This was a deeply insightful analysis. It's natyeto confront the truth, but that is the only
hope that we have of dealing with this crisis. fAlhgou for a well written perspective of this
situation.

06/05/200805:15 PMby Lola Audu

Thanks Lola. | only scratched the surface. | coulite a 50 page report on the foundation of
the crisis from restaurants closing to loss ofaaltstate jobs because of the loss of taxes and
real estate transfer fees, as well as shutting divesdepartments, schools, libraries, medical
care, etc. . . and the ones that get hurt arentbelat cannot afford it. The builders and
bankers that made billions off of this, will makeesa more money on the other side.

06/05/200805:25 PMby MorganFlorida Real Estate TEAM
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Yes thanks Mike! Please confirm this info with matata when you can.

06/06/200810:00 AM by cadams

Not sure that it is fair to compare current geriergs) with past generations. Past ones
couldn't deal in today's world of tech, etc., aeytér than their grandchildren can diditch.
But it is not ditch diggers we need, but engineets, and we are pretty good at out sourcing
for what we need.

What is required to turn this around is simply tmne to a balance. People who wanted to be
upper middle class making only lower middle clasg®s will have to get real. They have no
choice.

Still a better lifestyle than being in India or Gaior even the U.K.

So we will gather ourselves up and move forwardidlized humans usually do.

That said, cash in on the crash by owning lotsut§ pn bank stocks!

06/06/200801:12 PMby Paul
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What does the graphic say?
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