Orange County Housing Report: Seize the Day
June 15, 2020
Good evening!
COVID-19 has lost its grip on buyer demand, but it is still
preventing homeowners from listing their homes.
Lack of Supply: From March through today, one-third fewer homes were placed on the market.
For many Southern Californians, this is the time of year to flock to the beach. The warmth of the sand, the tranquil sounds
of waves crashing, and a refreshing dip in the surf are an invitation that beckons Cali residents to come and relax. There
are times when a decision is made not to go because of the fear that the beach is overcast and the ocean waters are too
cold, also known as “June gloom.” For many, it is disheartening to find out later that the shores were sunny and the water
was perfect, a missed opportunity for a wonderful day on the sand.
Similarly, many homeowners think that now is not a good time to sell because of COVID-19, that “June gloom” has
shrouded the Orange County housing market due to the virus. With reports calling for prices to drop, many have come to
believe that the market favors buyers and that it is exceedingly difficult to sell. After all, how can you sell a home in this
environment, in the midst of a pandemic? These homeowners have their wires crossed and they could not be further from
the truth.
Today’s Orange County market is a Hot Seller’s Market with an Expected Market Time (the amount of time between
hammering in the FOR-SALE sign to opening escrow) of only 59 days. It is the hottest June since 2013. Homes new to
the market are being met with a flood of showings, multiple offers are the norm once again, and sellers are fetching very
close to, and often even more than, their asking prices. As far as the housing market is concerned, it is sunny and the
water is perfect, a missed opportunity for those homeowners who think otherwise.
What is at issue is supply and demand. Demand, the number of pending sales over the prior 30-days, has increased from
inherent levels in mid-April, lows last seen during the Great Recession, back to high levels last experienced at the
beginning of March, just prior to the COVID-19 “Stay at Home” order. The all-time record low mortgage rates at 3% are
stoking the fires of demand. And, the active listing inventory, supply, is at its lowest level for a June since 2013, currently
at 4,950 homes. Last year there were 51% more homes on the market totaling 7,493. With an ultra-anemic supply and
unbelievably strong demand, the overall housing market is hot.
COVID-19 is no longer affecting demand. Demand is pumping on all cylinders. On the other hand, COVID-19 still has a
grip on supply, preventing many from placing their homes on the market. Since the start of the virus pandemic in the
United States through today, a large number of homeowners have opted to wait and place any moving plans on hold.

In March, there were 1,049 fewer homes placed on the market in Orange County compared to the 5-year average, 26%
less. In April, there were 2,021 fewer, 50% less. In May, there were 1,112 fewer, 27% less. And, for June, through June
11th, there were 398 fewer, 25% less. That is a total of 4,580 fewer homes placed on the market since March, a third less
than the 5-year average. That is a lot of homes. For perspective, it is 93% of the current active inventory.
It makes sense that homeowners opted to not sell at the beginning of the virus lockdown. There was so much uncertainty
and fear, which is why COVID-19 affected both supply and demand. But, as the lockdown wore on and Californians
moved towards reopening the economy, demand returned, instigated by record low rates. The real estate industry has
adapted to the virus as well. Documents have been created by the California Association of REALTORS® to properly
inform and protect buyers and sellers. Real estate agents are showing homes utilizing masks, gloves, and proper social
distancing. The real estate industry is fully operational again, except for the number of homes coming on the market.
Quite simply, there just are not enough homes on the market to satiate the recent spike in demand. Homeowners are
reluctant to come on the market because of the false narrative that is playing out in the public right now. The economy is
in a recession, so housing must go down just like it did during the Great Recession. Yet, that is not how the storyline is
playing out. Housing was one of the strongest sectors of the economy prior to the COVID-19 lockdown. It was pumping on
all cylinders and was extremely healthy, not a bubble and not an area of concern for economists. Buyers had to qualify for
loans. Down payments were large. Homeowners were not using their houses like piggy banks and pulling out cash to pay
for life’s luxuries. Subprime loans, pick-a-payment loans, and fraudulent lending were not in the mix. And, rates have been
low and have remained low for a very long time, improving home affordability tremendously.
So, yes, the housing market can be strong in the midst of a recession. Demand is flourishing under the current record low
mortgage rate environment. It is time for sellers to enter the arena as well. It is time for sellers to seize the day.
Active Inventory: The current active inventory decreased by 2% in the past two-weeks.
The active listing inventory dropped by 94 homes in the past two-weeks, down 2%, and now sits at 4,950. In the past 5years, the inventory, on average, has risen by 3%. So this recent drop is unprecedented for this time of the year. The
issue is that there are not enough homes coming on the market to satisfy the current level of demand. Homes are coming
off the market faster than they are coming on right now. Hopefully, as more homeowners discover that the current market
lines up heavily in the sellers favor in spite of the ongoing COVID-19 epidemic, the number of new listings reaches levels
similar to prior years.

Last year at this time, there were 7,493 homes on the market, 2,543 more than today, a 51% difference. There were a lot
more choices for buyers last year.
Demand: In the past two-weeks demand continued to surge, increasing by 24%.
Demand, the number of new pending sales over the prior month, increased from 2,035 to 2,529, an additional 494
pending sales, up an incredible 24% in just two weeks. In the past 4-weeks, demand has added 907 pending sales, a
56% rise. With mortgage rates dropping to all-time record lows, demand is exploding. Buyers want to take advantage of
the current, unprecedented ultra-low mortgage environment. It is easy to see when they do the math. For a $700,000
mortgage, the monthly payment prior to the lockdown was at $3,242 per month with a mortgage rate of 3.75%. Today, at
3%, the monthly payment drops to $2,951, a $291 per month savings, or a discount of 9%.
Last year, there were 132 more pending sales than today, 5% extra. In mid-April, at the low point of the COVID-19
pandemic, demand was off by 60% year over year. The year over year gap has nearly vanished.
In the past two-weeks the Expected Market Time dropped from 74 to 59 days, a Hot Seller’s Market (less than 60 days),
where sellers get to call the shots during the negotiating process and home values are on the rise. Last year the Expected
Market Time was at 84 days, much slower than today.
Luxury End: The luxury demand continues to soar higher.
In the past two-weeks, demand for homes above $1.25 million increased by 87 pending sales, up 28%, and now totals
400, nearly reaching the height of 416 established on March 5th prior to the COVID-19 lockdown. The luxury market is
back on a strong footing, beating everybody’s expectations of the luxury end. The luxury home inventory increased by 34
homes, up 2%, and now totals 1,797. With another dramatic improvement in demand, which is outpacing the rise in the
inventory, the overall Expected Market Time for homes priced above $1.25 million decreased from 169 to 135 days in the
past couple of weeks. In mid-April, it was at 322 days. The luxury market is not quite where it was on March 5th, 121 days,
but it nearly there.
Year over year, luxury demand is down by 6 pending sales, or 1%, and the active luxury listing inventory is down by 725
homes, or 29%. The Expected Market Time last year was at 186 days, much slower than today.
For homes priced between $1.25 million and $1.5 million, in the past two-weeks, the Expected Market Time decreased
from 98 to 89 days. For homes priced between $1.5 million and $2 million, the Expected Market Time decreased from 116
to 96 days. For homes priced between $2 million and $4 million, the Expected Market Time decreased from 258 to 175
days. For homes priced above $4 million, the Expected Market Time decreased from 455 to 315 days. At 315 days, a
seller would be looking at placing their home into escrow around April 2021.
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The active listing inventory decreased by 94 homes in the past two-weeks, down 2%, and now totals 4,950. Since
March, there have been 33% fewer homes that have come on the market compared to the prior 5-year average.
That is 4,580 fewer FOR-SALE signs. COVID-19 is still suppressing the supply of homes. Last year, there were
7,493 homes on the market, 2,543 more than today, a 51% difference.
Demand, the number of pending sales over the prior month, increased by 494 pending sales in the past twoweeks, up 24%, and now totals 2,529. It has grown by 56% in only 4 weeks. COVID-19’s effect on housing has
vanished. Last year, there were 2,529 pending sales, 5% more than today.
The Expected Market Time for all of Orange County decreased from 74 days to 59, a Hot Seller’s Market (less
than 60 days). The drop was due to the surge in demand and a subsequent drop in the supply. It was at 84 days
last year, much slower than today.
For homes priced below $750,000, the market is a hot Seller’s Market (less than 60 days) with an expected
market time of 41 days. This range represents 35% of the active inventory and 50% of demand.
For homes priced between $750,000 and $1 million, the expected market time is 42 days, a hot Seller’s Market.
This range represents 18% of the active inventory and 25% of demand.
For homes priced between $1 million to $1.25 million, the expected market time is 70 days, a slight Seller’s
Market (between 60 and 90 days).
For luxury homes priced between $1.25 million and $1.5 million, in the past two weeks, the Expected Market Time
decreased from 98 to 89 days. For homes priced between $1.5 million and $2 million, the Expected Market Time
decreased from 116 to 96 days. For luxury homes priced between $2 million and $4 million, the Expected Market
Time decreased from 258 to 175 days. For luxury homes priced above $4 million, the Expected Market Time
decreased from 455 to 315 days.
The luxury end, all homes above $1.25 million, accounts for 36% of the inventory and only 16% of demand.
Distressed homes, both short sales and foreclosures combined, made up only 0.5% of all listings and 1% of
demand. There are only 9 foreclosure s and 15 short sales available to purchase today in all of Orange County,
24 total distressed homes on the active market, down 14 from two-weeks ago. Last year there were 53 total
distressed homes on the market, slightly more than today.
There were 1,386 closed residential resales in May, 53% fewer than April 2019’s 2,941 closed sales. This is
entirely due to COVID-19 suppressing both supply and demand. May marked a 19% drop compared to April
2020. The sales to list price ratio was 95.4% for all of Orange County. Foreclosures accounted for just 0.6% of all
closed sales, and short sales accounted for 0.4%. That means that 99% of all sales were good ol’ fashioned
sellers with equity.

Have a great week.
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