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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




Following annual revisions to the data, the Southern California market added only 194,000 jobs in 2022, which
was far fewer than the over 676,000 added in 2021. The first two months of data for 2023 showed a net loss of
14,800 jobs. Because the data is not adjusted for seasonality, | am not overly concerned by this decline, but | will
be watching as we move through the spring to see if declining job growth is becoming pervasive.

’ Total employment in the counties covered by this report is still 266,400 jobs shy of the pre-pandemic peak. Los
B Angeles County continues to have the largest shortfall of jobs (-260,000), followed by Orange County (-37,100).
Q12023 | Southern California Job levels in San Diego County match their pre-pandemic peak, while employment levels in the Riverside and
San Bernardino markets are each higher by more than 15,000 jobs.
E CO N O M I C The region’s unemployment rate in February was 4.6%, down from 5% at the same time in 2022. The lowest

jobless rates were in Orange County (3.4%) and San Diego County (3.7%). The highest was in Los Angeles

OV E RV I E W County, where 5.3% of the workforce was without a job.

Home Sales {2} Annual Change in Home Sales by County / Q12022 to Q1 2023
» In the first quarter of 2023, 27,577 homes sold, which SAN DIEGO

is down 34.8% from the first quarter of 2022 and is

5.2% lower than in the final quarter of 2022. ORANGE

Pending home sales, which are an indicator of future
closings, were 25.4% higher than in the fourth quarter,
suggesting that sales activity in the second quarter of RIVERSIDE
this year may pick up.

LOS ANGELES

SAN BERNARDINO -39.5%

» On a percentage basis, sales fell the most in
San Bernardino County, but all markets pulled back
significantly. Compared to the fourth quarter, sales
were higher in Riverside County (+7.1%) but fell across
the balance of the market.
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The drop in sales can mainly be attributed to a lack
of inventory: the number of homes for sale was down
27.6% from the final quarter of 2022. Additionally,
mortgage rates rose by more than a full percentage
point in February, which likely also impacted sales.
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Home Prices

®

Compared to the same period last year, home prices
fell 2.5%. However, prices were 1.9% higher than in
the fourth quarter of 2022.

Affordability remains a significant issue, which has
been exacerbated by elevated financing costs.

That said, median listing prices in the quarter are up
in every market other than San Bernardino, which
suggests that home sellers may be starting to think
that the worst of the price correction is behind them.

Year over year, prices fell across the region but rose
in all markets compared to the final quarter of 2022.
Of note is that price growth was very solid in San
Diego, Riverside, and Orange counties.

While | expect mortgage rates to start stabilizing as
we move toward summer, | think there will be some
additional downward pressure on home prices. That
said, things should start to turn around again in the
second half of the year with a return to rising home prices.
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Annual Change in Home Sale Prices by County / Q12022 to Q12023
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Rates in the first quarter of 2023 were far less
volatile than last year, even with the brief but
significant impact of early March’s banking crisis. It
appears that buyers are jumping in when rates dip,
which was the case in mid-January and again in
early February.

Even with the March Consumer Price Index report
showing inflation slowing, I still expect the Federal
Reserve to raise short-term rates one more time
following their May meeting before pausing rate
increases. This should be the catalyst that allows
mortgage rates to start trending lower at a more

consistent pace than we have seen so far this year.

My current forecast is that rates will continue to
move lower with occasional spikes, and that they
will hold below 6% in the second half of this year.
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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 / Q12023

Days on Market

» In the first quarter of 2023, the average time it took SAN DIEGO 34
to sell a home in the region was 45 days, which is
24 more than in the first quarter of 2022 and 9 more ORANGE 4
days than in the fourth quarter of last year.
LOS ANGELES 43

-

Market time also rose in all counties covered by this

report compared to the fourth quarter of 2022. SAN BERNARDINO 54
» Homes in San Diego County continue to sell at a
: . RIVERSIDE 54
faster rate than other markets in the region, but all
counties saw market time increase from a year ago. 0 10 5 20 30 35 40 45 50 55
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Higher mortgage rates and lower affordability

still have some buyers sidelined. | expect to see
increased activity once buyers become confident
that mortgage rates have stabilized and that housing

values have found a bottom.
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