California Housing
Market Update

Compass, Los Gatos
January 7, 2020

Jordan G. Levine
Deputy Chief Economist
California Association of REALTORS®
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Economy ok, for now: Low rates finally kick in:

* Major macro indicators still ok « Why we are more optimistic now
+ Some red flags on our radar « BUT—many of our old friends are back!
2 Tips for Success in 2020 2020 forecast IMPROVED
« Selling HOMEOWNERSHIP, not just homes « Smaller decline in sales, but supply...

« Educate potential buyers on DOWNPAYMENTS « More growth in prices, again, supply...
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Economic fundamentals solid... for now

GDP 2.1%
2019-Q3
Unemployment 3.5%

November 2019

Consumption 2.9%
2019-Q3
Job Growth 1.4%

November 2019

o Core CPI1 2.3%

November 2019

SOURCE: Bureau of Labor Statistics & Bureau of Economic Analysis
é} CALIFORNIA ASSOCIATION OF REALTORS® page
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Unemployment at lowest

rate in 50 years

Unemployment Rate
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Rates STILL near historic lows

Key Interest Rates
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—10-Yr Treasury 30-Yr FRM  —Fed. Funds Rate
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Interest rates play a big role

California Median Price vs.

30 Yr. FRM
6% Mortgage Payment
48 20%
5% 87% 15% ; \/
4% 5 O~ 6.4%
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—Price Growth Mortgage Pmt Growth
SERIES: Price Growth vs. Mortgage Payment Growth page
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How About
Housing”



Sales remained above 400k for 5t consecutive month

Cadlifornia, November 2019 Sales: 402,880 Units, -1.9% YTID, 5.6% YTY
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5t consecutive month of growth
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Santa Clara looks like it will follow suit

Santa Clara AOR Home Sales Santa Clara Existing SFR Sales Growth
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Bottom end still struggling. Our old friends are back...

November 2019
(YTY% Chg.)
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Luxury sales growing more OUTSIDE Bay Area

2019 Santa Clara Existing SFR Sales Growth YTD
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YTY % Chg. in Pending Sales
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Active Listings



Market tightening back up

California Active Listings by Month
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Largest decline in over 61/2 years

Year-over-Year % Chg
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Supply improved at upper end of the market

November 2019
Active Listing
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We had the exaggerated bump...

Santa Clara Growth in Active Listings
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JJ The boys are back in town [J

Santa Clara Growth in Active Listings
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Competitiveness



more competition

California, November 2019:
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Days on Market

Heads-up for luxury segment, though...

Median Time on Market

40
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30 28 28 28
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Percentile
m Nov-18 = Nov-19
CALIFORNIA SERIES: Median Time on Market of Existing Single Family Homes page

SOURCE: CALIFORNIA ASSOCIATION OF REALTORS® 22



40

35

30

25

20

15

10

Tale of two markets, locally
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Sales price-to-list price ratio improving!
November 2019: 98.47%, -0.1% MTM, 0.6% YTY
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Slightly MORE discounting af top end
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Many actives have been reduced

Share of Listings with a Reduced Price: 39.27%; Median Reduction Amount: -4.47
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But, FEWER reduced-price listings

Growth in Share of Listings with a Reduced Price: -3.27%
Growth in Median Reduction Amount: 0.07%
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Price Growth
Stabilizing



California had the largest gain in 15 months

California, November 2019: 5589,770, -2.6% MTM, 6.4% YTY
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Price growth in all percentiles

Year-over-Year Price Growth
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Top-end had first yearly price gain in 2019
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Price growth IS stabilizing here foo...

Santa Clara Existing SFR Median Sales Price
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What will this chart look like in 20 years?
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Price Drops?



List prices suggest ongoing, modest growth
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Market Velocity (12 month trailing average)

Price Growth
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DON'T Put itin
Il Cruise Control !l



Is it a good time to buy or sell?

Do you think it's a good time to buy @
home in California?

N=300
25% I 24924%
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OOOOOOOOOOO

Do you think it's a good time to sell o
home in California?
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46%’| | ‘ | | | ‘ ‘47%5I%
) )
SERIES: 2018/2019 Google Consumer Poll pCIge
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Down payments remain elevated

CA SFH $117,954 $110,848 6.4%
=05 Ageles $110,000 $102,400 7 4%
Meftropolitan Area ’ ' '

Central Coast $139,000 $134,500 3.3%
Central Valley $68,000 $64,000 6.3%
Inland Empire $75,800 $72,724 4.2%

S.F. Bay Area $185,000 $181,000 2.2%

AAAAAAAAAA SERIES: Down payment page
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Mortgage payment dipped, but still high
$3.000 California, November 2018: , November 2019: 52,172
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Inventory will remain a challenge

18.0 November 2018: : November 2019: 3.1 Months
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So, affordability will remain an issue
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2019-Q3: % able to purchase median-priced home
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economic uncertainty

*Yield curve inversion

*Longest expansion in U.S. history
« Trade war lingering?

* Business investment floundering
« Consumer debt pretty high

« Stock market overvalued

« Corporate profitse

*New construction?

« Consumer-driven show...

S
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http://groverflanagan.blogspot.com/2006_12_01_archive.html
https://creativecommons.org/licenses/by-nc-nd/3.0/

Sell HOMEOWNERSHIP!



#1: wealth creation

U.S. Median Net Worth
300
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—Owner - Renter or other
SOURCE: Fed Consumer Finances Survey
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#2: hedge against inflation

U.S. Median Prices vs. Rents
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better

Children of homeowners
are significantly
to stay in school until age
17 than children of

renters...



better

A safe, decent, affordable
home Is like a vaccine. It
prevents disease.



the

While studies simulating the
financial returns o owning and
renting find that renting is often
more likely to be beneficial, in

practice accumulate
any wealth.



You don’t NEED housing to rise as fast

_m

Investment 500,000 100,000
Amount YOU Invest 100,000 100,000
Appreciation 3% 15%

Profit 15,000 15,000

£} CALIFORNIA ASSOCIATION OF REALTORS® g?ge



SO how can
ootential buyers fo attain
homeownershipe



Homeownership still aspirational

How important is homeownership to you?
n: 1663
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SOURCE: C.A.R. Renter Survey
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vastly over estimate downpayment

How much downpayment is required to purchase a home?

n: 1681
5 40%
S 40% .
o
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SOURCE: C.A.R. Renter Survey
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most renters would buy with little down

If you could qualify for a mortgage with a much lower down-payment would you buy?

n: 1716
E; 69%
g
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40%

31%
20%
0%
Ag‘?

RS

SOURCE: C.AR. Renter Survey
R page
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only 30% know of low-down loans

Are you aware of (FHA) backed loans that require only a 3.5% downpayment
n: 1716

72%

Percent

60%

40%

28%

20%

0%
) @)
\J <

SOURCE: C.A.R. Renter Survey
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lots of potentially eligible renters

Income-Eligible Renters in California
Hispanic, 353,432
Black, 80,629

Asian, 1 50,233>'

40% of Income

85% of Median Price Other, 51,143
4.11% 30-yr FRM

3.5% Downpayment

1.38% Taxes/Insurance

1% Annual PMI Fee

White, 611,381

Not Qualified, ~——

4,620,979

SOURCE: U.S. Census Bureau
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The Forecast



U.S. economic outlook

us GDP
Nonfarm Job Growth
Unemployment

CPI

Real Disposable Income, %
Change

2.6%

2.1%

5.3%

0.1%

3.4%

1.6%

1.8%

4.9%

1.4%

2.7%

2.3%

1.4%

4.4%

2.0%

2.1%

é} CALIFORNIA ASSOCIATION OF REALTORS®

2.9%

1.6%

3.9%

2.4%

2.9%

2.2%

1.3%

3.7%

2.0%

2.8%

1.6%

0.8%

3.9%

2.0%

2.5%
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California housing market outlook

SFH Resales (000s) 409.4 417.7 4249 402.8 390.2 393.5
% Change 7.0% 2.0% 1.7% -5.2% -3.1% 0.8%

Median Price ($000s) $476.3 $502.3  $537.9  $570.0 $593.2 $607.9

% Change 6.6% 5.4% 7.1% 6.0% 4.1% 2.5%
Housing Affordability 31% 31% 29% 8% 30% 30%
Index

30-Yr FRM 3.9% 3.6% 4.0% 4.5% 3.9% 3.7%

A page
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* Market has improved with low rates

* Price growth appears to have stabilized for now

* Market competitiveness holds steady, finally

« Still a lot of challenges: affordabillity, supply, confidence
« 2020 more difficult than 2019, but we're less pessimistic

* Need to not only sell the homes, but sell homeownership
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Interactive Market Stats

Gain insights on California’s housing market

M k t D t Housing Market Forecast
a r e a a The latest market forecast and projection to what lays

ahead. through interactive dashboards. Select your metrics and see
Be trendy -- stay current with our latest market forecasts AREREREEL
and data analyses. Data & Statistics Buyer's Guige
View the latest sales and price numbers. Find out where Housing Market Overview
sales will be in upcoming months. o
Listings
Current Sales & Price Statistics
Luxury Market

H ing Affordability Index - Traditi |
ousing Affordability Index - Traditiona Market Stats by County

Historical Housing Data Home Price Fundamentals

Housing Matters Podcast
The all-new Housing Matters Podcast is your housing hub for
market analysis, economic trends, and housing news.

Speeches & Presentations
From outreaches to webinars, the Research and Economics

team is sharing their insight on the market and the

Where is the market data?

Market Minute - November 25, 2019
Get a roundup of weekly
matters to real estate and your business.

economic and market news that




October 2019

Median Price

Existing SFR Existing SFR

Home Sales Median Price 019
9 S] 40M & Home Sales Active Listings
Market Competition
Active Listings Market -31.3% 1749
Competition :
159

148 96.0%

26.4%

Housing Market Overview Repori



BU)'e r's Guide to B with 20% down

Vs CALIFORNIA
'§ or Ao R
e Coachella, CA = 7% doun
) J

3.61% Last Year’s Interest Rate: 4.83%

Current Interest Rate: 3.69% Last Month’s Interest Rate:

Median  Monthly Down- Median  Monthly Down-

E\ Price: Payment payment Price: Payment payment
. O $145K m $700 m $29K I O $203K o $977 m $41K
2

= $LI36 = $6K

| I\ (] $813 [= $4K
Bedroom Bedroom
# Homes for Sale: 2

# Homes for Sale: |

A

Median Monthly Down- /A Median Monthly Down-
O Price: Payment payment =8 O Price: Payment payment
$273K = $1,315 = $55K $340K m $1,641 m  $68K
~_ S os1528 ¢ 8K o ~_ = $1,907 = $10K
Bedroom Bedroom
# Homes for Sale: 25

# Homes for Sale: 10
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BUYER SNAPSHOT

41% GenX Caucasian
64% Married

43 Median Age

- Median Income
PURCHASED HOME SNAPSHOT

Far North

Median Bedrooms: 5
> 3%

Median
square footage: Bay Area
1,520 i

45%
Suburb

am

ALL ABOUT SELLERS

Hispanic/
Latino

47% Boomer

Caucasian
- Married
4% - Median Age
100K Median Income

Asian

Median
Bed rooms:

Built in 1994
or earlier

Median
square footage:

e )

38%

Central SeIa 28%
Valley )
19% m Outside of

Downtown in City

Hispanic/
Latino

3%
African
American

Asian

Builtin 1994 or
earlier

5%

Central
Coast
3%




Housing
Matters

f.'}HOUqu Matters Podcast 6 Podcast

wwwecar.org/marketdata/podcast /
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Thank You



