Orange County Housing Report:

A Housing Cold Front

December 16, 2018
Unlike the last few years, housing is quite a bit cooler this December.
A Cold December: With an Expected Market Time of 127 days for all of Orange County, this is the coolest
December since 2010.
Brrrr!!! For Southern Californians, when temps drop down to the 40’s at night, it is freezing!! The tap water is cold. Initially,
the car is cold for the morning commute. A simple sweatshirt will not do. It feels as if winter has already arrived. That is
precisely how the Orange County housing market feels this year.
Notoriously, December is the slowest month of the year in terms of new pending sales. Yet, for years, there simply have
not been enough homes on the market. Since 2012, it was still a slight seller’s market in December despite holiday
distractions. Demand drops to its lowest point of the year by the end of the month, but so does the active inventory. The
muted demand is offset by a drop in supply.
Last year at this time, the Expected Market Time for all of Orange County was at 65 days, a slight seller’s market. Today,
it is at 127 days, nearly double, and a slight buyer’s market. It is important to note that both a “slight” seller’s market and
“slight” buyer’s market means that homes are not appreciating or depreciating much at all; instead, it just indicates who
has the opportunity to call more of the shots. Sellers have been calling the shots for years, it is now the buyer’s turn.
It is also extremely crucial to note that housing is local. It varies from city to city and can even vary from neighborhood to
neighborhood. Yet, the market has slowed considerably in Orange County compared to last year. There are still nine
cities, 20%, that are considered slight seller’s markets, an Expected Market Time of less than 90 days. Westminster is the
only city that is considered hot, less than 60 days, with Market Time of 57; last year there were 29 hot markets.

Today, 13 cities, 28%, are considered a balanced market, between 90 and 120 days. A surprising 52% of all of Orange
County cities are either a slight buyer’s market, between 120 to 150 days, or a deep buyer’s market, over 150 days.
Nearly across the board, the market has cooled considerably compared to a year ago. Take a look at Irvine, for example,
where the Expected Market Time ballooned from 70 days last year to 142 today. There were 331 homes on the market
last year and demand (the number of pending sales within the last 30 days) was at 142. This year there are 631 homes on
the market and demand is at 133.
Some markets have dramatically cooled compared to last year. Rancho Santa Margarita, for example, has gone from a 20
day Expected Market Time last December, an extremely hot seller’s market, to 92 days today, a balanced market. The
difference is night and day.
This is the story across Orange County. There are a lot more homes on the market and demand is way down. There are
an extra 2,372 homes on the market, 59% more. At the same time, there are 356 fewer pending sales, down by 19%.
The bottom line: although housing is local and varies from city to city, a housing cold front has arrived and
Orange County has cooled this month to levels not seen since 2010.
Active Inventory: In the past month, since Thanksgiving, the active inventory dropped by 11%.
In the past couple of weeks, the active inventory dropped by 426 homes, a 6% drop, it’s largest drop of the year. It now
totals 6,395, its lowest level since the end of June. The large drop in the inventory is typical during December. Very few
homes enter the fray this month and many sellers throw in the towel after not achieving success. This sharp drop will
continue through the year’s end.
Last year at this time there were 4,023 homes on the market. That means there are 59% more homes available today.

Demand: In the past month, demand dropped by 15%.
Demand, the number of new pending sales over the prior month, decreased from 1,654 to 1,508 in the past two weeks, a
drop of 146, or 9%. That’s the lowest level for mid-December since 2007. We can expect demand to continue to steadily
drop through the first couple of weeks of the New Year. Last year at this time, there were 356 additional pending sales,
24% more than today.

The expected market time, the amount of time it would take for a home that comes onto the market today to be placed
into escrow down the road, increased from 124 to 127 days in the past two-weeks, a slight Buyer’s Market (between 120
to 150 days). Last year, the expected market time was at 65 days, noticeably different than today.
Luxury End: The luxury housing market cooled dramatically in the past two-weeks.
In the past two-weeks, demand for homes above $1.25 million decreased by 23 pending sales, an 11% drop, and now
totals 186. It dropped to levels not seen since the first two weeks of this year. The luxury home inventory decreased by
107 homes in two-weeks and now totals 1,932, a 5% drop. The overall expected market time for homes priced above
$1.25 million increased from 293 to 312 days over the past two-weeks. Year over year, luxury demand is down by 31
pending sales, or 14%, and the active luxury listing inventory is up by an additional 442 homes, or 30%. The expected
market time last year was at 206 days, significantly better than today.
In the past two-weeks, for homes priced between $1.25 million and $1.5 million, the expected market time increased from
182 to 219 days. For homes priced between $1.5 million and $2 million, the expected market time decreased from 222 to
207 days. For homes priced between $2 million and $4 million, the expected market time increased from 397 to 429 days.
For homes priced above $4 million, the expected market time increased from 716 to 732 days. At 732 days, a seller would
be looking at placing their home into escrow around the middle of December 2020.

Orange County Housing Market Summary:
•

The active listing inventory decreased by 425 homes in the past two weeks, its largest drop of the year, and now
totals 6,395. Last year, there were 4,023 homes on the market, 2,372 fewer than today.

•

So far this year, 13% fewer homes have come on the market below $500,000 compared to last year, and there
have been 26% fewer closed sales. Fewer and fewer homes and condominiums are now priced below $500,000.
This price range is slowly vanishing.

•

Demand, the number of pending sales over the prior month, decreased in the past two-weeks by 146 pending
sales, and now totals 1,508. Last year, there were 1,864 pending sales, 24% more than today.

•

The Expected Market Time for all of Orange County increased from 124 days to weeks ago to 127 days today, a
slight Buyer’s Market (120 to 150 days) and the highest level since January 2011. It was at 65 days last year.

•

For homes priced below $750,000, the market is a Balanced Market (between 90 and 120 days) with an expected
market time of 91 days. This range represents 44% of the active inventory and 61% of demand.

•

For homes priced between $750,000 and $1 million, the expected market time is 114 days, a Balanced Market.
This range represents 18% of the active inventory and 20% of demand.

•

For homes priced between $1 million to $1.25 million, the expected market time is 155 days, a Buyer’s Market
(over 150 days).

•

In the past two weeks, for luxury homes priced between $1.25 million and $1.5 million, the expected market time
increased from 182 to 219 days. For homes priced between $1.5 million and $2 million, the expected market time
decreased from 222 to 207 days. For luxury homes priced between $2 million and $4 million, the expected market
time increased from 397 to 429 days. For luxury homes priced above $4 million, the expected market time
increased from 716 to 732 days.

•

The luxury end, all homes above $1.25 million, accounts for 30% of the inventory and only 12% of demand.

•

Distressed homes, both short sales and foreclosures combined, made up only 1.0% of all listings and 1.9% of
demand. There are only 24 foreclosures and 40 short sales available to purchase today in all of Orange County,
64 total distressed homes on the active market, down one from two-weeks ago. Last year there were 60 total
distressed homes on the market, slightly less than today.

•

There were 2,025 closed residential resales in November, 17% fewer than November 2017’s 2,427. November
marked a 13% drop from October 2018. The sales to list price ratio was 97.3% for all of Orange County.
Foreclosures accounted for just 0.5% of all closed sales, and short sales accounted for 0.6%. That means that
98.9% of all sales were good ol’ fashioned sellers with equity.

