Falcon Bridge Capital

Reduction in Federal Employment

Federal Workforce Reduction:
Impact on the Single-Family Housing Market

Recently mandated downsizing in employment
across virtually all government agencies, and the
corresponding budget cuts are expected to have a
limited impact on the overall Single-Family housing,
but may affect the prevailing supply-demand
dynamics in areas that heavily depend on
government employment.

At the end of 2024, federal workforce amounted to
2.2MM or 1.9% of total employment (Figure 1) in
the U.S. According to economists at Goldman Sachs,
federal employment is likely to fall by a total of
450,000 or 20% and will be spread across the
country, given that the vast majority of federal
employees (over 80%) reside and work outside of
Washington, D.C., Maryland and Virginia (Figure 2).

Figure 2: Distribution of federal workforce by state
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Source: FedScope - Federal Workforce Data, Goldman Sachs FBC.

Figure 1. Share of total employment:
Federal government
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Figure 3. States with the largest share of federal workforce

Local Impact: Washington, D.C. - ]
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Figure 4: Share of civilian workers employed by the federal government
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The Contractor Workforce

The impact of current administration’s policies
on the sizeable contractor workforce will likely
be mixed. Those focused on consumer and
environmental protections, research and
development, or education may be negatively
affected, while defense and infrastructure
contactors may see additional demand for their
services. Overall, budget cuts are likely to
reduce the overall contractor workforce as well.

Employment Ramifications

In January, Washington, D.C. recorded a jobless
rate of 5.3%, with the unemployment claims
rising sharply in February and March.

As illustrated by Figure 6, jobless claims in the
D.C. area have more than doubled so far this
year and are expected to rise in the coming
months as more cuts are underway.

* Over 75,000 employees opted for the
deferred resignation offer, while tens of
thousands have been placed on short-term
administrative leave, meaning they are not
yet eligible for unemployment benefits. Some
of the former federal workers will be
absorbed into the state or private sectors,
while others will eventually appear in the
unemployment numbers.

* |f we assume that all 450,000 federal workers
file for jobless claims, in proportion to the
current distribution of federal employees by
state (ignoring the potential impact on
contractors), the unemployment rate in D.C.
could reach ~15%.
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Figure 5. Estimated Federal And Contractor
Workforce (in millions)
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Figure 6. Initial Jobless Claims: District of

Columbia
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Figure 7. Active Listings have increased in
Washington, D.C. this year, but remain low
relative to pre-pandemic levels.

Single-Family Housing Implications:
Low Housing Inventory Levels Persist

On the positive side, local Single-Family active_listing_count

housing supply-demand dynamics continue to izzzz
point to a very tight housing market, 16000
especially when compared to historical norms % 14,000
(Figure 7). S 000
%o 10,000
We expect home valuations to remain largely 3 5000
unchanged over the next two years. g 6,000
2 4,000
2,000
Mortgage Credit likely to remain strong
We don’t expect mortgage credit performance AR
to deteriorate, absent any widespread and
significant economic weakness and/or
additional policy factors.
* The layoffs have primarily targeted
probationary employees, who typically
have less than a year of tenure, a group
that tends to be more inclined to rent.
* Delinqguencies may rise in the short-term,
but the available loss mitigations programs,
including payment forbearance and
deferral, as well as the available
modification options are expected to
prevent any meaningful increases in
defaults and losses.
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Company Background & Disclosures

Firm Overview

Registered Investment Advisor since June 30, 2011.
SEC Registration Number: 801-72513
FINRA IARD Number: 156661

Website: www.falconbridgecapital.com

For more detail, please reach out to:

Sunil Chowdry, CFA Jessica Huang Aga Linsky
1999 Harrison St., Suite 1575 Chief Financial Officer & Portfolio Management &
Oakland, CA 94612 Investor Relations Head of Research

Telephone No: (925) 289-7602 Telephone No: (925) 204- 6188

Telephone No: (925) 289-7601
Fax No: (925) 289-7613
schowdry@falconbridgecapital.com

jhuang@falconbridgecapital.com alinsky @falconbridgecapital.com

Disclosures

BY ACCEPTING A COPY OF THIS CONFIDENTIAL PRESENTATION, THE RECIPIENT AGREES THAT NEITHER IT NOR ANY OF ITS EMPLOYEES OR
ADVISORS SHALL USE THE INFORMATION FOR ANY PURPOSE OTHER THAN EVALUATING THE SPECIFIC TRANSACTION DESCRIBED HEREIN OR
DIVULGE TO ANY OTHER PARTY SUCH INFORMATION. THIS CONFIDENTIAL PRESENTATION SHALL NOT BE PHOTOCOPIED, REPRODUCED OR
DISTRIBUTED TO OTHERS WITHOUT THE PRIOR WRITTEN CONSENT OF THE PRINCIPALS.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED HEREIN, THE RECIPIENT (AND EACH EMPLOYEE, REPRESENTATIVE, OR OTHER
AGENT OF THE RECIPIENT) MAY DISCLOSE TO ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX
STRUCTURE OF THE TRANSACTIONS DESCRIBED HEREIN) AND ALL MATERIALS OF ANY KIND THAT ARE PROVIDED TO THE PROSPECTIVE INVESTOR
RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE (AS SUCH TERMS ARE DEFINED IN TREASURY REGULATION SECTION 1.6011-4). THIS
AUTHORIZATION OF TAX DISCLOSURE IS RETROACTIVELY EFFECTIVE TO THE COMMENCEMENT OF DISCUSSIONS WITH PROSPECTIVE INVESTORS
REGARDING THE TRANSACTIONS CONTEMPLATED HEREIN.

THE FINANCIAL PROJECTIONS INCLUDED HEREIN HAVE BEEN PREPARED ON THE BASIS OF ASSUMPTIONS STATED THEREIN. FUTURE OPERATING
RESULTS ARE IMPOSSIBLE TO PREDICT AND NO REPRESENTATION OF ANY KIND IS MADE RESPECTING THE FUTURE ACCURACY OR COMPLETENESS
OF THESE FORECASTS.

THIS DOCUMENT AND THE RELATED ORAL PRESENTATION IS NOT AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY SECURITIES.
THE INFORMATION INCLUDED HEREIN IS PRELIMINARY, AND WILL BE SUPERSEDED BY A DEFINITIVE PRIVATE PLACEMENT MEMORANDUM.

WE WILL NOT ACCEPT ANY OFFER BY YOU TO PURCHASE SECURITIES AND YOU WILL NOT HAVE ANY CONTRACTUAL COMMITMENT TO PURCHASE
SECURITIES UNTIL AFTER YOU HAVE RECEIVED THE DEFINITIVE PRIVATE PLACEMENT MEMORANDUM.

DISCUSSIONS OF FEDERAL TAX ISSUES IN THIS PRESENTATION ARE NOT INTENDED TO BE RELIED UPON BY INDIVIDUAL INVESTORS. EACH
INVESTOR SHOULD SEEK ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.

THERE CAN BE NO ASSURANCE THAT PROJECTED RETURNS WILL BE ACHIEVED OR THAT THE FUND WILL BE ABLE TO IMPLEMENT ITS INVESTMENT
STRATEGY OR ACHIEVE ITS INVESTMENT OBJECTIVES.

GROSS IRRs DO NOT REFLECT MANAGEMENT FEES, CARRIED INTEREST, TAXES, TRANSACTION COSTS AND OTHER EXPENSES TO BE BORNE BY
INVESTORS IN THE FUNDS, WHICH WILL REDUCE RETURNS.
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