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Employment growth in Southern California continues to slow, with only 33,400 jobs added over the past three
months. Annual growth also slowed: only 141,100 new jobs were added, which is down from 347,700 added
between September 2021 and September 2022.

’ Total employment in the counties covered by this report is still 305,300 shy of the region’s pre-pandemic
B peak. Los Angeles County still has the largest shortfall (-310,000), followed by Orange County (-36,800) and
Q4 2022 | Southern California San Diego County (-19,500). Employment levels in the Riverside and San Bernardino markets remain well above
pre-pandemic levels.
E CO N O M I C The region’s unemployment rate in November was 4%, down from 5.4% a year ago. The lowest rates were in

Orange County (3%) and San Diego County (3.3%).

OVERVIEW

Home Sales m Annual Change in Home Sales by County / Q4 2021to Q4 2022
» In the final quarter of 2022, 28,953 homes sold. This is ORANGE

43.9% lower than the same period the year prior and

down 24.5% compared to the third quarter of 2022. LOS ANGELES -42.9%

Pending home sales, which are an indicator of future
closings, were down 30% from the third quarter,

suggesting that sales activity in the first quarter of SAN DIEGO -44.9%
this year may also be down.

SAN BERNARDINO -44.3%

RIVERSIDE -45.9%

» On a percentage basis, sales fell the most in
R'lve.r.5|de County, but all market§ pulled back 50% -40% -30% 20% 0% 0
significantly. Compared to the third quarter, sales
were down 24.5%, or 9,400 units.

The lower number of sales can be attributed to more
listings in the market, which were up 83.5% year over
year, and higher mortgage rates, which make homes
less affordable.
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Home Prices

®

Fourth quarter home sale prices were .7% higher than
the same period the prior year but were 2.5% lower
than in the third quarter of 2022.

Mortgage rates, which peaked in October, have
impacted both the number of sales and prices.
Median listing prices were down 4.9%, which indicates
that sellers have been adjusting their expectations,
but | believe they will fall further before stability in the
market is restored.

The region had very modest price growth in all
markets other than Orange County, where prices
fell 2.8%. Compared to the third quarter of 2022,
prices were lower across all markets other than
Los Angeles County, where they rose .2%.

Mortgage rates have started to pull back. If this
continues, | am hopeful that the second half of
2023 will be more active, resulting in rising sales
and home prices.
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Mortgage Rates
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Rates rose dramatically in 2022, but | believe

that they have now peaked. Mortgage rates are
primarily based on the prices and yields of bonds,
and while bonds take cues from several places,
they are always impacted by inflation and the
economy at large. If inflation continues to fall, as

| expect it will, rates will continue to drop.

My current forecast is that mortgage rates

will trend lower as we move through the year.
While this may be good news for home buyers,
rates will still be higher than they have become
accustomed to. Even as the cost of borrowing
falls, home prices in expensive markets will
probably fall a bit more to compensate for rates
that will likely hold above 6% until early summer.
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NOTE: Our forecast excludes points and will therefore show rates that are lower
than you may be quoted.
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Average Days on Market by County / Q4 2022

Days on Market

» In the final quarter of 2022, the average time it SAN DIEGO 30
took to sell a home in the region was 37 days,
which was 15 more than the same period the year ORANGE 35
prior and 11 more than in the third quarter of 2022.
i i LOS ANGELES 35
» Compared to the third quarter of 2022, market time
rose in all counties covered by this report. RIVERSIDE 4
» Homes in San Diego County continue to sell at
: : SAN BERNARDINO 42
a faster rate than other markets in the region, but
market time increased in all counties year over year. 0 5 10 5 20 95 30 35 40 45
» More choice and higher mortgage rates appear to be
sidelining some buyers. Whether they resume their
search for a home in the spring may depend on the
direction of mortgage rates and whether prices start
to stabilize.
Conclusions &
Job growth has slowed, which may be frenetic market during the pandemic
at least partly attributable to businesses when mortgage rates were artificially SQ( g As Chief Economist for
expecting to see the economy slow as low. | expect prices to move modestly . o) WA e
we move through this year. lower this spring before stabilizing and ‘9@ = el beiee
- . . . starting to rise again in the second half §% § R siond
e housing market is very susceptible of the year 7% =+ interpreting economic data
to economic turbulence. This, combined ' ri\\ g and its impact on the real
with higher financing costs and softening All'things considered, | have moved the S estate market on both a local
prices, has caused a Iull in the market. needle to a neutral position, favoring g) and national level.
There is no doubt that regional home neither buyers nor sellers. ' \ o I(\)/I\Zrt/;%w ngs
values are resetting following the Riohmonipbimimman sl -
sales, interest rates, and larger economic factors. .
experience
both in the
U.S. and U.K.
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