Orange County Housing Report:

More Seller Competition

April 9, 2017
Good Afternoon!
A wave of homeowners are finally coming on the market and the
active inventory is on the rise.
Active Inventory – More Competition: The active inventory grew by 6.4% in the past two weeks, the largest jump
since January 2014.
The storyline for 2017 has been “Not Enough Homes on the Market.” This has been the theme not just in Orange County,
but across the United States. Locally, the year started with 4,071 homes on the market, the second lowest start in the last
decade behind 2013’s anemic 3,161 homes.
The active inventory remained low throughout the first quarter, with only limited growth. Everybody was wondering when
homeowners were finally going to step up and place their homes on the market. Compared to the last couple of years, the
number of homes that were listed for sale in 2017 was down by 9%. The million dollar question was why were so many
homeowners sitting on the sidelines and not selling this year. Nobody seemed to have an answer. Was it the new Trump
Administration? Were homeowners fearful of not having a place to move to if they did successfully sell? Was it the
extremely wet winter?
Regardless of what caused the delay in homeowners placing their homes on the market, that all changed within the last
couple of weeks. The trend of an anemic, flat inventory with very little growth is officially over with a 6.4% rise in the active
listing inventory in just 14 days. It was the largest increase since the start of 2014, more than 3 years ago. The inventory
surpassed the 5,000 mark and now sits at 5,016 homes, an increase of 300 in the past two weeks.

The increase is not isolated to any one specific price range; instead, every price range realized an increase. It’s as if the
green light was lit for homeowners to place a FOR SALE sign in their front yard two weeks ago. Whatever kept
homeowners on the sideline and not actively participating in the housing market has passed.
It looks as if the new trend of more and more seller competition is here to stay, as the velocity of new homeowners coming
on the market has continued to increase and build momentum. For buyers, it is a welcome sign. In the next couple of

months, there will be considerably more homes on the market, more choices for buyers, and demand will start to soften
with all the distractions of summer setting in.
What does this mean for sellers? First off, it is still the best time of the year to sell, the Spring Market. It is really just
beginning. This hottest season in housing is from mid-March through mid-June. In spite of spring and all of the increased
activity, the inventory continues to grow. The largest volume of sellers hits the market during the Spring Market, many of
them a bit overzealous and overly anxious to take advantage of the most active time of the year. For the sellers that price
their homes close to the most recent comparable closed and pending sales, they will find success. Price is the most
important factor in finding success. Condition, upgrades, and location are also extremely important factors. Sellers do not
have any control over their location, but they certainly do when it comes to their condition and upgrades.
When a nicely upgraded home in great condition comes on the market priced close to its Fair Market Value, it attracts a
ton of attention, plenty of showings, multiple offers, and a purchase price close to, or even more, than their asking price.
Stretch the price too much and sellers will rack up extra market time until they adjust their prices back to reality.
Unfortunately, this strategy backfires because they miss out on taking advantage of the first few golden weeks after a
home comes on the market. It is during these weeks that a home attracts the most attention. It is wise to cash in on all of
the extra attention right out of the starting gate.
The expected market time, the amount of time it would take to list a home today and then place it into escrow (based upon
the inventory and demand) just hit a low for the year, 51 days. However, sellers should not celebrate too quickly. This is
cyclically the time of the year when the expected market time hits a low and then grows from here. This year is not going
to be any different. It will grow from here, which means it will be more challenging to sell as the year rolls along. Carefully
pricing is the only antidote to avoid spending way too much time on the market with no success.
Last year at this time, there were 5,732 homes on the market, 14% more.
Demand: Demand increased by 11% in the past two weeks and is now knocking on the door of 3,000 pending sales.
Demand, the number of homes placed into escrow within the prior month, increased by 293 pending sales in the past
couple of weeks, or 11%, and now totals 2,957. Demand is really heating up and will surpass the 3,000 pending sale mark
within the next couple of weeks, typically a sign that the market has reached the busiest time of the year in terms of
activity. It will continue at this higher velocity until mid-June as the market transitions into the Summer Market.
Current demand is the best it has been since mid-June of last year. Last year at this time, demand was at 2,999, an
additional 42 pending sales, very similar to today’s activity.

Luxury End: More closed luxury sales occurred in the first quarter of 2017 than ever before.
In the first quarter of 2017, there were 721 closed sales over $1.25 million (the top 10% of the Orange County housing
market). That is 17% higher than last year’s record setting 1st quarter of 615 closed sales. The third most closed sales in
the luxury end occurred in 2005 with 578, 20% fewer than today.

For all homes priced above $1 million, luxury demand is considerably strong with 126 additional pending sales compared
to last year at this time, 28% higher. Today’s luxury inventory is nearly the same as last year, with 4 more homes on the
market. The overall expected market time for all homes priced above $1 million is 117 days compared to 149 days last
year.
In the past two weeks, demand for homes above $1 million increased from 492 to 573 pending sales, a 16% rise, and its
highest level ever. The luxury home inventory increased from 2,118 homes to 2,229, up 5%.
For homes priced between $1 million to $1.5 million, the expected market time in the past couple of weeks decreased
from 86 days to 81 days. For homes priced between $1.5 million to $2 million, the expected market time decreased from
116 to 110 days. And, for homes priced above $2 million, the expected market time decreased from 235 days to 202
days. At 202 days, a seller would be looking at placing their home in escrow around the end of October.

Orange County Housing Market Summary:
•

The active listing inventory increased by 300 homes, or 6.4%, in the past couple of weeks, its largest rise since
January 2014. It now totals 5,016, eclipsing the 5,000 home mark. Last year, the inventory hit this milestone in
mid-February. While, this year has had a slower start in terms of inventory coming on the market, that all changed
two weeks ago. The trend of fewer homeowners coming on the market compared to last year has ended.

•

There are 41% fewer homes on the market below $500,000 compared to last year at this time and demand is
down by 23%. Fewer and fewer homes and condominiums are now priced below $500,000. This price range is
slowly disappearing.

•

Demand, the number of pending sales over the prior month, exploded by 11% in the past couple of weeks,
increasing by 293 and now totals 2,957, knocking on the door of 3,000 pending sales, typically a sign that the
hottest time of the year has arrived. Today’s demand is 1% lower than last year when it totaled 2,999. The
average pending price is $865,446.

•

The average list price for all of Orange County dropped from $1.7 million two weeks ago to $1.6 million today.
This number is high due to the mix of homes in the luxury ranges that sit on the market and do not move as
quickly as the lower end.

•

For homes priced below $750,000, the market is HOT with an expected market time of just 31 days. This range
represents 37% of the active inventory and 61% of demand.

•

For homes priced between $750,000 and $1 million, the expected market time is 48 days, a seller’s market (less
than 60 days). This range represents 19% of the active inventory and 20% of demand.

•

For luxury homes priced between $1 million to $1.5 million, the expected market time is at 81 days, decreasing by
5 in the past couple of weeks. For homes priced between $1.5 million to $2 million, the expected market time
decreased from 116 to 110 days. For luxury homes priced above $2 million, the expected market time decreased
from 235 to 202 days.

•

The luxury end, all homes above $1 million, accounts for 44% of the inventory and only 19% of demand.

•

The expected market time for all homes in Orange County dropped from 53 days to 51 in the past couple of
weeks, a solid seller’s market (less than 60 days). From here, we can expect the market time to slowly rise
throughout the Spring and Summer Markets.

•

Distressed homes, both short sales and foreclosures combined, make up only 1.6% of all listings and 2.6% of
demand. There are only 30 foreclosures and 48 short sales available to purchase today in all of Orange County,
that’s 78 total distressed homes on the active market, 1 less than two weeks ago. Last year there were 151 total
distressed sales, 94% more.

•

There were 2,792 closed sales in March, a 49% increase over February 2017 and a 9% increase over March
2016. The sales to list price ratio was 97.9% for all of Orange County. Foreclosures accounted for just 1.5% of all
closed sales and short sales accounted for 1.5% as well. That means that 97% of all sales were good ol’
fashioned equity sellers.

Have a great week.
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