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Thank you, _________________.  It’s a pleasure to be here.  

Let me begin by congratulating you on Rotary’s centennial celebration this year.  You’ve certainly come along way since your founding in Chicago in 1905.  Today, your group is one of the most admired civic organizations in the world – leading in the effort to eliminate polio, to promote literacy, and many other worthy causes.  So I’m pleased to celebrate with you your “century of service” and add my best wishes for a “new century of success.”  

As I look at Rotary and Centex, I see many common values that create a bond between our two organizations.  Like Rotary, we at Centex share with you the values of truth, fairness, good will, and relationships that are beneficial to all concerned – elements of Rotary’s four-way test.  Like you, we believe in high ethical standards in all that we do.  And like you, we are actively involved in demonstrating the ideal of service in the communities where we operate.

As a small memento of this occasion, we’ve put a Centex Homes tape measure at each person’s place at the table.  Of course, a tape measure is a very practical device – as is befitting of the homebuilding industry.  But we also hope that it will help remind both organizations of the many ways in which we must continue “measuring up” as we lay a foundation for our future success. 

Certainly, it’s essential to our nation’s future that the homebuilding industry measure up to the challenges we face.  We are, after all, involved in providing one of life’s basic necessities – shelter. 

Think for a moment how central the home is in our society and as an expression of our way of life.

Owning your own home is at the heart of the American dream.  As the saying goes, “Home is where the heart is.”

Homes are famous in movies and TV – from Tara in Gone With The Wind to Xanadu in Citizen Kane, to Little House On The Prairie.  And real homes, such as the White House and Buckingham Palace, are the subject of world attention.  

How many of you remember the home or apartment you lived in when you were a first grader?  When you graduated from high school?  When you bought your first home – or a starter as we call it in the business.

Yes, we measure out our lives in part by the places where we live.  And I’m sure that if I say the 1960s, 70s, 80s, or 90s, each of you would have some distinct images in your mind of the kinds of homes associated with each decade.

One source of pride I have about the home building industry in this country is the high regard people in other countries have for an American home.  That fact is reflected in a joke that’s told in many countries around the world.  It goes like this:

To be happy, a man should live in an American home,

Marry a Japanese wife,

Eat Chinese food,

And have a British butler. [PAUSE]

Now, here’s the other side of the coin: 

To be unhappy, a man should live in a Japanese-size house,

Go through an American-style divorce,

Earn the wage of a Chinese peasant,

And eat British food.

[PAUSE] I guess there are advantages and disadvantages to every country and culture.  But I am proud that the American home seems to have a very positive reputation around the globe.

Certainly, it’s a great time to be a homebuilder in this country.  Despite speculation about a faltering economic expansion, the U.S. economy continues to grow.  The labor market is performing well in most places, with a current unemployment rate of just five percent.  And despite the economic expansion and oil price shocks, core inflation has actually improved.

The future for our industry also looks bright.  According to a Brookings Institute and Harvard Joint Center for Housing study, residential development in the U.S. over the next 25 years will eclipse anything seen in the previous generation.  Here are some key facts:

Experts say that the U.S. population will increase 33 percent by 2030.

Half the homes that we’ll need don’t even exist today.

We’ll need 2 million to 2.4 million units of new housing per year – that’s up from the 1.6 million a year we’re now building per year. 

Why do we expect this coming boom in residential development?  Let me talk about the home building industry in general and highlight some of the favorable industry dynamics that will drive our future growth.


The outlook is extremely favorable for home building, driven largely by demographics.  Baby boomers are aging into their prime income years.  They are making housing choices with the wealth they’ve created.  For many, that includes choosing active adult communities that are designed with an array of activities and amenities wrapped in a country club-like setting.


Their children, the echo-boomers, are entering their first-time buying years, with a greater propensity to buy than their parents had.  We’ll see the entry-level buying markets be very robust as the echo-boomers age into their home-buying years.


Immigration is also fueling housing demand.  Not only are the immigrants of the last two decades buying homes, so are their children.  And immigration this decade will be higher than last, further fueling future demand.


Our business is also affected by several short-term drivers, including interest rates, consumer confidence, and employment growth.  Employment growth is the fundamental driver of housing demand.  We’ve seen the power of low interest rates.  They can support the housing market when other economic forces are not at work.  Historically, the best time to be a homebuilder is when there is robust job growth, and we’re beginning to see that happen in most of our markets today.


Capital supplying the industry today is much more disciplined than it’s ever been in the past, and we’re seeing a much more disciplined capital base.  


While there has been some price acceleration in markets, primarily California and Florida, we’re experiencing normal price increases in most major markets.


We’re also seeing the very early stages of an industry consolidation.  Centex will be a leader in that process.  Large builders have significant capital and scale advantages over smaller, generally local builders and developers.  These advantages allow us to capitalize not only on the opportunities afforded by the positive industry growth fundamentals, but also on the benefits of scale that result from our increasing market share.

With this big picture view of the industry in mind, let me turn next to my company and give you some idea of how we measure up within the industry.  

Centex, a shortened form of CENtral TEXas, is a homegrown, Dallas-based company, founded here in 1950.  Today, we are one of the premier companies in home building, financial services, home services and commercial contracting.  We are the largest U.S. construction company by revenues.  And FORTUNE magazine ranks us as number one in our industry in its 2005 list of “America’s Most Admired Companies.”

With revenues of $13 billion, Centex is a Fortune 250 company traded on the New York Stock Exchange under the symbol "CTX." The company has more than 18,000 employees located in more than 1,500 offices and construction job sites across the nation and in the United Kingdom.
We’re among the top four U.S. homebuilders in closings, earnings, and operating margins and build in 44 of the 50 biggest housing markets by size.  In 21 of those markets, we are in the top 5.

We own or control more than 265,000 lots.  That’s a seven-and one-half years supply of homes at our current volume.  

Centex has a history of building communities where families are proud to live and grow.  We build under several brands targeting different customer segments – from single-family, multi-family, move-up and urban infill products, to resort, second homes, and on-your-lot choices.  
Our entry-level and first- move-up homes are one of our fastest-growing segments.  These homes are based on our Fox & Jacobs model, making us the only major builder to have a broad, transferable entry-level model.  

Our resort and second home segments have strong appeal for investors, empty nesters, and aging baby boomers.  These properties are designed for people who are looking for added value in the lifestyle aspects instead of home features.  

Another fast-growing category is infill – which includes town homes and multifamily.  These are especially popular in urban areas where land is scarce.  While they currently represent only five percent of our business, we’ll build four times as many infill units this year as we did last year.

Looking to the future of Centex Homes, we see strong growth ahead, with a 20 percent increase FY06 versus FY05, reaching a level of 38,000 to 40,000 units in the next year.  In another five years, we expect to double that to 80,000 homes, selling 220 homes per day in 1,200 neighborhoods.  


Our related businesses of financial and home services and commercial construction each provide operational or financial support to our core home building operations.

Financial services offer customers a streamlined home closing process that contributes to a seamless and satisfying home-buying experience.

CTX Mortgage provides mortgage financing for 75 percent of Centex Home’s customers, and services other homebuyers as well.  It is one of the nation's largest, non-bank retail mortgage originators, with more than 200 offices nationwide.


Centex Home Equity helps customers with home loans that fit their budget, needs and lifestyles, including debt consolidation and mortgage refinancing.  It has 166 retail and broker referral offices, does business in 47 states, and services a portfolio of more than $9 billion in loans.

HomeTeam Services continues to grow its presence as the nation’s largest pest management company serving the new home market.  It offers homeowners an integrated pest defense solution using two proprietary systems installed during construction -- “Tubes in the Wall” for pest control and “Tubes Under the Slab” for termite control.

Builders are quickly adopting our pest defense system.  Last year, we installed 59,000 systems, an increase of 64 percent.  
Turning next to our commercial construction, we’ve built more than $22 billion in public spaces where people work, play, learn and heal. Hospitals, health care centers, hotels and resorts, civic centers, airports, ballparks, and industrial facilities, environments of every conceivable size and function are in our portfolio.

We’ve all heard the saying, “A man’s home is his castle.”  But did you know that one of the most famous castles in this country -- Cinderella’s Castle in the Magic Kingdom at Disney World – is a Centex project?  And the same can be said for many other well-known facilities, such as the Miami International Airport, Boston City Hall, and One America Plaza, the tallest building in San Diego.  

In the Dallas area, how many of you have attended an event at Texas Stadium, the Dallas Museum of Art, Morton H. Meyerson Symphony Center, the Adam’s Mark Hotel, or the Gaylord Texan Resort and Conference Center?  Again, those are all successful Centex projects.


And the building goes on.  Right now, we’re hard at work on a number of major commercial projects around the country – from Jacksonville International Airport, Memorial Hospital, and the Miramar Town Center, all in Florida, to a 1.2 million-square-foot addition to the National Institutes of Health campus in Bethesda, Maryland.  From the Pentagon Memorial in Washington, D.C., commemorating the tragedy of 9/11, and the Air Force Memorial in Arlington, Virginia, to the Element, a condominium complex in downtown San Diego.  

Here in Dallas, we’re also engaged in constructing a wide range of facilities, from The Azure in uptown and the Joule Hotel in downtown, to One Arts Plaza -- the new 7-11 headquarters -- a Children’s Medical Center Patient Tower, along with other local projects at SMU, D/FW Airport, and UTD.  


As you can imagine, with all this construction activity, our financial results have been excellent.  In 2005, revenues were up 24 percent, earnings from continuing operations were up 30 percent, and return on average stockholders’ equity remained excellent at 28 percent.  These results reinforce one of our greatest strengths:  Our ability to deliver consistently solid returns to our stockholders.  


In fact, only 18 companies’ in the S&P 500 have had their stock price appreciate more than Centex over the last three years, and only eight over the last five.


Net earnings have grown at a compounded rate of 32 percent over the last five years.  In July, we reported our first quarter earnings for the April through June period, and our net earnings equaled the 32 percent level, with record first quarter revenues, operating earnings and diluted earnings per share.


We’re proud of these financial results and expect 2006 to be another excellent year for Centex.  We have a strong geographic presence with all of our businesses.  We operate in more than 600 neighborhoods in 26 states – one of the largest geographic footprints of any home building companies.  We’re recognized as a leader in the industry.  And with less than 5 percent market share, we have plenty of headroom to grow in our markets.


With these elements in place and the overall favorable industry dynamics, our projections are for net earnings to increase in the range of 16 to 23 percent for FY 2006.


I hope that some of you have been fortunate enough to own some shares of Centex stock.  If you bought them in March 2000 – around the time of the tech bubble -- you’ve been really fortunate.  At that time, you would have purchased a stock-split-adjusted share of CTX stock for about $8.00.  Today, that share would be worth $77.00, an increase of more than 900 percent, which I think qualifies as a real Texas-size return by any measure. 


Of course, our financial success is benefiting more than just our stockholders and our employees.  It’s also giving an economic boost to communities around the country – adding jobs, trickle down employment, payroll, and taxes.  In fact, the demand for new construction between 2004 and 2009 will cause us to increase our employment rolls by 40 percent, raising our number of employees from 6,000 to 8,500.  [Check and rationalize with below information]


In March 2004, we set a goal to hire nine new employees per day over the next five years to keep pace with our growth.  In other words, we’re hiring one new employee per hour, five days a week.


One year later, in March 2005, we had hired 3,524 new employees – 10 per day.  In May alone, we hired 500 people.


Creating new jobs and the related benefits is not all that we’re doing for the communities where we do business.  Like Rotary, we’re also very involved in community service and investment, donating more than $5 million a year to local non-profits and encouraging our employees to participate in volunteer activities for charitable organizations.  


Those contributions and volunteer efforts provide broad support for the arts and culture, families, health, education, and community improvement.  


One of our most deeply satisfying partnerships as a homebuilder is with Habitat for Humanity – a literal expression of our desire to “build community.”  Over the past several years, Centex employees across the nation have collectively built some 140 homes for families who could not otherwise afford them.  Right now, we’re on track to build 200 houses, bringing the projected value of the donated properties to a total of some $6.5 million.  


I’m pleased to see that Rotarians are involved in similar activities, including a shelter project in Bosnia that is helping rebuild communities in that part of the world.


In giving families a home, Rotarians and Centex employees alike gain the realization that what we do for others enriches not only their lives but also our own.  


That was certainly the case of a Centex Homes project that was featured on ABC-TV’s show, “Extreme Makeover:  Home Edition” earlier this year.  We led a team of some 700 volunteers that built a home for a widowed mother, Roseanne Dore, and her three teenage daughters.  The mother’s home had burned down, and her insurance was inadequate to rebuild the home.  Also, her income as a local elementary school cafeteria server was not enough to allow her to rebuild.


Centex Homes provided her and her daughters with a home valued at about $500,000, and designed it to convert a portion of it into a bed and breakfast.  We provided the Dores homeowner’s insurance and paid off the remaining debt on their burned structure.  Nearly 800 Centex employees nationwide contributed to a scholarship fund for her daughters that now totals almost $75,000. 


Another of our charitable projects is the Centex Homes Legacy Fund, a national program established solely for the purpose of conserving some of America’s precious natural habitats.  Since 1999, we’ve contributed more than $5 million for land conservation initiatives, resulting in more than 18,000 acres of critical habitat saved.  That includes an addition of more than 4,400 acres of forestland to Big Thicket National Preserve, one of the most spectacular and threatened landscapes in east Texas.  


And I could talk about many other Centex charitable initiatives – from our employee Hearts & Hammers project that has refurbished nearly 50 homes in the Dallas area, to donating construction services to build an activity center at the Give Kids the World Foundation village at Disney World.  The village houses and entertains seriously ill children and their families who have been granted a wish to meet Mickey Mouse at the nearby Magic Kingdom.


And so, in closing, I hope you can see that Centex is a company that fully measures up – as a business, as an investment, and as an organization, like Rotary, that believes in, and practices community service.  We’re out there every day laying the foundations and hammering the nails to build stronger, healthier, and more compassionate communities where more and more people can realize the American dream.  


[PAUSE]


Thank you very much.  And now, I’d be glad to answer any questions you may have.  
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