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markets. "2006 will probably remain the record year, but so what? It doesn't mean that 2007
was bad and it doesn't mean that 2008 will be bad."

What it may mean, however, isthat the rapid increase in the value of local real estate may
slow thisyear.

"Most areas of the market are going to be relatively restrained with respect to appreciation,”
Gold said.

Conventiona wisdom among local real estate brokersisthat pricesfor local real estate don't
really ever drop much, they just stop going up as much as they were.

"If history isaguide, even if the Aspen market slows down or flattens, significant price
decreases - and specifically ‘deals - will be minimal or unlikely except in rare individual
circumstances," writes Tim Estin, a broker with Mason & Morse Real Estate, in what he calls
The Estin Report. "If thereisin fact a cooling off trend, it should be regarded as a healthy
sign. A slowdown isacyclical interval consistent with Aspen's history of rapid price
appreciation followed by market lulls, but not fall-offs."

Estin notes that the external factors that could slow down the market include "credit and debt
market problems (that) have led to areduction in the availability of large mortgages, high il
prices, Irag/Iran, stock market volatility (and) recession fears."

Philip Verlager, an economist who livesin Aspen's West End, says there are also some other
international economic factors that could shape Aspen'slocal economy in 2008.

"The key question will be the amount of bonuses awarded to people working on Wall Street,"
Verlager wrote in an e-mail interview. "My guess is that the cash flow over the next year to
the people working at investment banks will be down sharply. ...

"Further, the Hollywood types will have less to spend due to the writers' strike. Thiswill put
serious downward pressure on prices.

"A key factor will be the unwillingness of banksto lend. | know that many buyers pay cash.
However, most cash buyers then borrow. These loans will be cut,” Verlager wrote.

Brian Hazen, a broker with Coates, Reid and Waldron who sold more than $100 million in
local real estate in 2007, said he has seen a change in potential buyers attitudes over the last
several months due to the downward pressure on home prices in the United States.

"If their home markets are very soft, it can't but help affect how aggressive they might want
to be on purchasing second or third homes," Hazen said. "We've had a pretty soft fourth
quarter, frankly. There was aloss of momentum.”

But while U.S. buyers might be hesitating, some European buyers may see the Aspen market
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as a bargain due to the current exchange rate, where a Euro is now worth $1.45 (U.S.).

"We could see Europeans and Asians grabbing up Aspen property on the cheap,” Verlager
wrote.

Gold agrees.

"With the dollar being so weak, there is no question that we are a great buy for a European
buyer,” he said.

Another factor that could play into Aspen's economy is the growth in the number of very
wealthy people in the country and Aspen's popularity with the upper-upper crust.

"Billionaires have done especially well over the past decade,” writes Robert Frank, a reporter
for the Wall Street Journal who writes " The Wealth Report" and who recently published
"Richistan, A Journey Through the American Wealth Boom and the Lives of the New Rich."
"The total wealth held by the Forbes 400 has more than doubled since 1995, from $439
billion to more than $1 trillion today."

And the demand for luxury goods - and experiences - appears to be growing.
For example, worldwide demand for champagne has been very strong in 2007.

"If acountry's economy isin good shape, there is agood chance that its champagne sales are
also growing," notes the Western Europe Food and Drinks Insight information service.

Champagne sales in the United States have been increasing by 10 percent ayear since 2005.

And the Financial Times reported on Dec. 27 that orders for Rolls-Royce luxury automobiles
are very strong and that cars coming out of the plant in West Sussex, England, were pre-sold
through 2009.

Locally, Gold estimates that there are now at least 40 billionaires who own property in Aspen
or Snowmeass Village and that they have been changing the perception of what exceptional
local properties are worth.

"These guys can afford to get whatever they want, and they do," Gold said. "Their influence
Isbeing felt at the very upper end of our market."

There were at |east three local single-family homes sold for more than $20 million in 2007,
including one for $36.5 million, which set a new benchmark.

Asanillustration of how much money abillion dollarsreally is, Gold said that if a
millionaire spent a dollar a second - or $3,600 an hour - their money would be gonein just
over 11 days. But if abillionaire spent one of his billion dollars every second, their money

file://ICJ/Documents¥20and%20Settings/ddurham/Deskt...08mbj A spen_EconomicL ook To08Will RichK eepSpending.htm (3 of 4) [1/4/2008 11:28:07 AM]



Aspen Daily News

would still last closeto 30 years.
But even billionaires can be price sensitive.

In aDec. 21 Wall Street Journal column entitled "Predictions for the Rich in 2008," Robert
Frank said he was predicting moderation by therich.

"Don't worry: Conspicuous consumption will continue and we'll still have plenty of oversized
boats, homes, planes and parties to make fun of. Y et between the volatility in financial
markets, political rhetoric about inequality, concerns about the environment and a bubble in
art and collectible prices, | think we'll see a slowdown in spending and price increases at the
top."

As the question of whether Aspen's gold-plated economy is bulletproof, the real threat may
not come from events related to Wall Street and the globa economy, but from events much
closer to home.

"The great threat may not be the financial situation, unlessit turnsinto area disaster,” sad
Philip Verlager. "Instead it may be the demand for labor and the difficulty of finding people
to provide these services."

If abillionaire buys a home, he or sheislikely to expect a high level of service, from maids
to cooksto driversto ski instructors, Verlager noted.

And if more and more of those service providers can't find their way into the country or
decide that commuting through Aspen's daily traffic jam is not worth it, can the resort keep
its free-spending "high-maintenance” clientele happy?

"We compete with the Vails and the St. Moritzs and many other really nice places," Verlager
said. "And there are lots of towns across the world that were once the playgrounds of the rich.
These people are finicky and to remain competitive, we need areally skilled work force."
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