
 

 

Orange County Housing Report: Dangers of Overpricing 

September 21, 2020 
 
In initially coming on the market, sellers who do not accurately price their homes  
will likely net less at the closing table. 
 

Pricing: A key factor in selling a home quickly and for top dollar is to avoid price reductions.  
 

A house is not just a building with rooms; it is a home where so many memories are made. It is where a baby takes its first 
steps, kids learn to ride their bikes, and numerous birthday celebrations and family gatherings occur. A home is where life 
transpires and is a special piece of a family’s history. A home is emotional, more than just a dwelling.  
 

In pricing a home, many sellers have an extremely difficulty time pulling the emotion out of the equation. After all, it is 
worth so much more in factoring in the memories. Yet, when it comes to selling a home, none of this factors into the price. 
 

Ultimately, when a home initially comes on the market, the price will determine a seller’s success. One of the most crucial 
steps in being able to sell quickly, open escrow, and obtain the highest possible net proceeds from the sell of a home is to 
carefully arrive at its Fair Market Value. Yes, the current market is a sizzling Hot Seller’s Market where homeowners are 
obtaining multiple offers that are remarkably close to their asking prices. In many cases, they are even able to get more 
than the asking price.  Yet, in every price range, homes sit without success, leaving these sellers wondering what in the 
world they are doing wrong. 33% of all homes in Orange County have been on the market for over two months.  
 

Despite the hot market, buyers really do not want to pay much more than the most recent closed sale. Given that there is 
a shortage of homes on the market and that demand is exceptionally strong, buyers are willing to stretch a little bit, but not 
a lot. Accurate pricing is still fundamental regardless of the temperature of housing. Throwing a price out there just to test 
the market is not a wise strategy. Ultimately, when the asking prices of homes must be reduced in order to secure offers 
to purchase, it not only takes longer to sell, sellers sell for less. The net proceeds check at the close of escrow is less if a 

price reduction is required.  
 

It is very telling to look at the 
sales price to last list price 
ratio. This refers to the final 
list price prior to opening 
escrow. These are 
averages, meaning there 
are exceptions, but the 
overall trend is stunning. In 
Orange County, 76% of all 
closed sales in August did 
not reduce the asking price 

at all. The sales price to last 
list price ratio for these homes was 99.6%, meaning, on average, a home sold within 0.4% of the asking price. A home 
listed at $700,000 sold for $697,200. In addition, 15% of all closed sales reduced their asking prices between 1% and 4%. 
The sales to last list price ratio for these homes was 97.8%, and, on average, it took 65 days to open up escrow. A home 
listed at $700,000 sold for $684,600, $12,600 less than homeowners with no reduction. For homes that reduced their 
asking prices by 5% or more, 9% of closed sales in August, the sales to last list price ratio was 94.7%, after being on the 
market for months. A home listed at $700,000 sold for $662,900. Everybody would agree that closing at $697,200 is a 
whole lot better than $662,900. 
 

The data is staggering in looking at the sales price to original list price. This is the price when a home initially comes on 
the market prior to any price reductions. For homes that reduced the asking price between 1% to 4%, the sales to original 
list price ratio was 95.4%. In this case, a home that was listed originally for $733,750 had to reduce the asking price to 
$700,000 to find success. Homes that reduced the asking price by at least 5% had a sales to original list price ratio of 
85.3%. A home originally listed at $820,600 had to reduce the price, often more than once, to $700,000 to succeed. 



 

 

 

Accurately pricing is critical in obtaining the highest and best sales price. Homes that do not have to reduce ultimately sell 
for more in a lot less time. The amount of market time increases substantially for those that must reduce. And, there are a 
lot of price reductions occurring every week right now. An astonishing 11% of all active listings reduced their asking prices 
last week in Orange County.  
 

Carefully and methodically pricing a home is vital to cashing in on today’s Hot Seller’s Market. The first few weeks after 
coming on the market is the crucial time period with the greatest exposure and heightened buyer activity. This occurs 
because there are many buyers who have not yet isolated a home and they are eagerly waiting on the sidelines for 
something to come on the market that meets their criteria. Every time a home pops on the market, there is a flood of initial 
activity as potential buyers clamor to be one of the first to take a look. There is more activity in the initial two weeks in 
entering the fray than any other time when a home is marketed. With the Internet, this period is even more important. 
Most buyers subscribe to a service that allows them to search homes that are on the market. When a home is newly 
listed, buyers receive an email notification and it is at the top of the list of homes available that match the buyer’s criteria. 
 

When sellers overprice their homes and do not properly take advantage of the first few weeks after coming on the market, 
eventually they must improve the price through a reduction. Reducing the price to be more in line with a home’s Fair 
Market Value is not met with nearly the same fanfare as a home new to the market. The excitement is no longer there. 
When something is brand new to the market, that is exciting. When something has been exposed to the market for a 
while, it becomes a bit “shop worn” and loses some of its marketing luster.  
 

A WARNING to Sellers: overprice a home and risk wasting valuable market time and obtaining a smaller net 
proceeds check at the close of escrow. Instead, carefully and methodically arrive at the asking price and achieve the 
best outcome with the most amount of money.  
 

Active Listings: The current active inventory decreased by 1% in the last two weeks. 
 

The active listing inventory shed 39 homes in the past two-weeks, down 1%, and now sits at 4,213, the lowest level for 

September since tracking began in 2004. The Autumn Market is here. That is when the overall market downshifts with a 

drop in both supply and demand. It is just not as an advantageous time of the year for families to make a move when the 

kids go back to school, so both supply and demand downshift. With the active inventory already at historical lows for this  

time of the year, expect the decline in supply to be slow and methodical. 
 

COVID-19 is no longer suppressing homeowners from coming on the market. In the past four-weeks, there were 591 

more homes compared to 2019, 20% extra. This is a new trend that is developing. This may be many homeowners who 

wanted to sell earlier in the year but waited due to the Coronavirus. There were 27% fewer FOR-SALE sign year over 

year in 2020 from March through June, a total of 4,318 missing homes that never hit the market. The unbelievable pace of 

the housing market may be luring homeowners into selling. Los Angeles is the only other county in Southern California 

where this trend is occurring.  
 

Last year at this time, there were 6,860 homes on the market, 2,647 additional homes, or 63% more. There were a lot 
more choices for buyers last year. 
 

Demand: Demand decreased by 3% in the past two weeks.  
 

Demand, the number of new pending sales over the prior month, decreased from 3,340 to 3,256, shedding 84 pending 
sales, down 3% in two weeks. It appears as if demand finally reached its peak in Orange County two weeks ago. With all 
the distractions of school and it not being as advantageous of a time to sell for families, the Autumn Market has grabbed 
hold of the market. Expect demand to slowly drop from here and pick up steam from Thanksgiving through the end of the 
year. Demand will continue to be boosted by record low rates, but will drop nonetheless. 
 

Last year, demand was at 2,401, that is 855 fewer pending sales compared to today, or 26% less.  
In the past 2 weeks the Expected Market Time increased from 38 to 39 days, a Hot Seller’s Market (< 60 days), where 
sellers get to call the shots during the negotiating and home values are rising. For this time of year, it is still the strongest 
level since tracking began in 2012. Last year the Expected Market Time was at 86 days, much slower than today. 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Luxury End: The luxury market is starting to slow with a downshift in demand. 
 

In the past two-weeks, demand for homes above $1.25 million decreased by 31 pending sales, down 5%, and now totals 

587. It appears as if the Autumn Market is grabbing hold of the luxury market. Even so, luxury demand is still elevated and 

quite robust. Expect it to slowly drop as the market marches towards a New Year. The luxury home inventory shed 17 

homes, a 1% drop, and now totals 1,620. With a significant drop in demand, the overall Expected Market Time for homes 

priced above $1.25 million increased from 79 to 83 days in the past couple of weeks. Despite the increase, at 83 days 

luxury remains hot. 
 

Year over year, luxury demand is up by 258 pending sales, or 78%, and the active luxury listing inventory is down by 718 

homes, or 31%. The Expected Market Time last year was at 213 days, exceptionally 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 49 to 47 days. For homes priced between $1.5 million and $2 million, the Expected Market Time increased from 58 
to 63 days. For homes priced between $2 million and $4 million, the Expected Market Time increased from 97 to 106 
days. For homes priced above $4 million, the Expected Market Time increased from 222 to 234 days. At 234 days, a 
seller would be looking at placing their home into escrow around May 2021.  
            

      

 

 

 

 

 

  

 

 

 

 

  



 

 

Orange County Housing Summary 
 

• The active listing inventory decreased by 39 homes in the past 2 weeks, down 1%, now totaling 4,213, its lowest 

level for September since tracking began in 2004. COVID-19 is not suppressing the inventory and in the past four-

weeks, there were 20%  more homes that came on the market compared to last year. This could be the beginning 

of a new trend. Last year, there were 6,860 homes on the market, 2,647 additional homes, or 63% more. 

 

• Demand, the number of pending sales over the prior month, decreased by 84 pending sales in the past two-

weeks, down 3%, and now totals 3,256. It appears as if demand peaked two weeks ago. COVID-19 currently has 

no effect on demand. Last year, there were 2,401 pending sales, 26% fewer than today.  

 

• The Expected Market Time for all of Orange County increased from 38 days to 39, a Hot Seller’s Market (less 

than 60 days). It was at 86 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 27 days. This range represents 33% of the active inventory and 48% of demand. 

 

• For homes priced between $750,000 and $1 million, the expected market time is 28 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 44 days, a hot Seller’s Market.  

 

• For luxury homes priced between $1.25 million and $1.5 million, in the past two weeks, the Expected Market Time 

decreased from 49 to 47 days. For homes priced between $1.5 million and $2 million, the Expected Market Time 

increased from 58 to 63 days. For luxury homes priced between $2 million and $4 million, the Expected Market 

Time increased from 97 to 106 days. For luxury homes priced above $4 million, the Expected Market Time 

increased from 222 to 234 days.  

 

• The luxury end, all homes above $1.25 million, accounts for 38% of the inventory and only 18% of demand. 

 

• Distressed homes, both short sales and foreclosures combined, made up only 0.3% of all listings and 0.5% of 

demand. There are only 5 foreclosures and 9 short sales available to purchase today in all of Orange County, 14 

total distressed homes on the active market, up 1 from two-weeks ago. Last year there were 53 total distressed 

homes on the market, more than today. 

• There were 3,153 closed residential resales in August, 12% more than August 2019’s 2,823 closed sales. August 
marked a 5% increase compared to July 2020. The sales to list price ratio was 98.8% for all of Orange County. 
Foreclosures accounted for just 0.2% of all closed sales, and short sales accounted for 0.2%. That means that 
99.6% of all sales were good ol’ fashioned sellers with equity. 



 

  



 

  



 

  



 

  



 

 

 
 


