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This analysis of the Southern California real estate market is provided by REAL ESTATE
Windermere Real Estate Chief Economist Matthew Gardner to help you
make informed real estate decisions. windermere.com
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Q12022 Southern California

ECONOMIC
OVERVIEW

Home Sales N

In the first quarter of the year, 42,069 homes sold,
which is down 9.7% from a year ago. There were
9.6% fewer sales than in the fourth quarter of 2021.

Pending home sales—an indicator of future
closings—rose more than 10% from the prior quarter,
suggesting that sales activity in the spring may pick
back up.

The most significant decreases in sales were in
Orange and San Diego counties, but all markets fell.
Significant supply-side issues persist as listing activity
was down more than 25% compared to the same
period in 2021. There were 8.9% fewer homes for
sale than in the fourth quarter of 2021.

Buyers are looking, but choices are limited.

Although listing activity has picked up in San Diego
County, the other markets have not seen any growth.
This will hopefully change as we move through the
spring, but it's not guaranteed, and buyers will likely
remain frustrated.

The counties covered by this report have now recovered 1.89 million of the 2.17 million jobs that were lost due
to the pandemic. With only 279,000 jobs needed for a full recovery, it is likely that the region will break above
the pre-pandemic employment level by sometime this summer.

Of note is that both Riverside and San Bernardino counties have already seen a full job recovery, and current
employment levels are now more than 33,000 above the pre-pandemic peak. The region’s unemployment rate
in February was 4.8%, down from 9.8% a year ago. The lowest rates were in Orange (3.7%) and San Diego (4%)
counties. The highest rate was again in Los Angeles County, where it was 5.4%.

In all, the Southern California economy continues to recover, with the Inland Empire performing very well. Of
course, the region’s performance is influenced by Los Angeles County given its size, which is still acting as a bit
of a drag to the overall job recovery. Although | hope the pace of job growth here will pick up, it will be held back
by a labor force that has fewer persons in it today than it did at the start of 2020.
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Home Prices @ Annual Change in Home Sale Prices by County / Q12021to Q12022

» Home prices in the first quarter rose 19.1% compared
to a year ago and were 4.2% higher than in the fourth
quarter of 2021. SAN DIEGO

ORANGE 25.1%

24.6%

It appears as if the spike in mortgage rates during
the first quarter has not dampened the market and,
with more buyers than sellers, the market is still LOS ANGELES
extremely hot.

RIVERSIDE

SAN BERNARDINO

The region saw double-digit price growth across the
board, with Orange County again leading the way.
Of note is that home prices in Riverside County rose
10.7% compared to the prior quarter.
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» Rising mortgage rates and prices are certain to push =
affordability down even further, which is concerning. Mortgage Rates Al
The question remains whether rising financing costs
will start to slow the market. For the time being, this Average rates for a 30-year conforming
does not appear to be the case. mortgage were 3.11% at the end of i 2 &5 32

2021, but since then have jumped over 5.0% 8 F I T
1.5%—the largest increase since 1987. =
The surge in rates is because the market 45%
is anticipating a seven- to eight-point
increase from the Federal Reserve later 4.0%
this year.
L Because the mortgage market has priced 5a%
18.0% t0 19.9% this into the rates they are offering today,

my forecast suggests that we are getting 3.0%

20.0% to 21.9% T o
close to a ceiling in rates, and it is my

2.5%

22.0% to 23.9% belief that they will rise modestly in the 2020 2021 2022 2023
o second quarter before stab|l|zmg for the NOTE: Our forecast excludes points and will therefore show rates that are lower than
24.0%+ balance of the year. you may be quoted.

SAN
BERNARDINO

RIVERSIDE

SAN DIEGO

Q12022 Southern California GARDNER REPORT




Days on Market Average Days on Market by County / Q12022

» In the first quarter of the year, the average time it SAN DIEGO 1
took to sell a home in the region was 22 days, which
was 6 fewer days than a year ago but 1 day longer ORANGE 16
than in the final quarter of 2021.
SAN BERNARDINO 25
» Homes in San Diego County continue to sell at a
faster rate than other markets in the region. In the LOS ANGELES 25
fourth quarter, it took an average of 16 days to sell a
home there—two fewer days than it took a year ago. RIVERSIDE 26
» The other four counties also saw the time it took . 0 5 10 15 20 95 30
to sell drop compared to a year ago, but market time
rose very modestly in Riverside, Los Angeles, and
San Bernardino counties compared to the fourth
quarter of 2021.
» Limited inventory combined with growing
buyer demand is creating a very tight market.
Any increases we see in the number of homes
for sale in the coming months is not likely to be
enough to satisfy buyers.
Conclusions &
Despite low inventory levels and Sellers remain in the driver’s seat, but
rising mortgage rates, the housing if higher financing costs start to affect g As Chief Economist for
market continues to perform very the market, there may be a shift back 8 Windermere Real Estate,
well in Southern California. The spike towards more normal conditions. My = el Gereare
in mortgage rates has yet to have a instincts suggest that this will not be the § e BEEE T Gl A B
significant impact on price growth or case, but only time will tell. With all of = e
demand; however, it will be interesting this in mind, | have left the needle in the @ dndisimpactonthe real
to check back in the second quarter same position as last quarter. o cse market Saieeielece
because if there is an impact, that’s 9 ﬁaitzzz;jgsgevel'
when we would likely see it. o
This speedometer reflects the state of the region’s real S over 30 years "’ W
estate ma(ketus/ng housing inventory, pricg gains, home 2 of professional f Q 1
sales, interest rates, and larger economic factors. . ) N
experience / ,
both in the T
U.S. and UK. \v
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