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June recap
The Summer Solstice has come and gone, which marks the official beginning to
Summer. What does that mean for a housing market grappling with rocketing
interest rates? How will the distractions of Summer shift the current market?
The busiest time of the year in terms of demand, the
Spring Market, is now behind us. Summertime is
filled with a myriad of distractions making it difficult
to keep up with the accelerated pace of the Spring
Market. Kids are home from school and that means
parents are busy carpooling them to camps, water
parks, pools, beaches, and friends’ houses. Family
vacations are on the books as well. In turn, demand
cools slightly and there are fewer new escrows
opened. With demand dropping, the supply of
available homes rose as more homeowners placed
their homes on the market. With an increased supply
and falling demand, the Expected Market Time
increased, naturally.
Thanks largely in part to a spike in mortgage rates
during the month of June, the Southern California
market finally shifted out of a 'Hot Seller's Market'
and into a new 'Slight Seller's' range. The market has
been cruising below a 60-day Expected Market
Time since May of 2020, which is 26 straight
months of pure advantage to the Seller. With the
end of June Expected Market Time reading of 66days, the market is finally downshifting. It remains to
been seen just how much the market will downshift
as the remainder of the year unfolds.

June inventory numbers measured in at nearly
22,000 homes on the first of the month, which is
29% more than last year's level at this time, but still
44% less than the pre-COVID 3 Yr Avg (2017-2019)
of 39,000 homes. The supply of homes on the
market continued its methodical increase, and by
months end had surpassed 27,000 homes. Expect
this trend to continue through the remainder of the
year. The muted demand will help the inventory rise
back to pre-COVID levels, however missing homes
on the market can counteract that progress. June
saw 24,240 new homes come on the market, which
is 6% less than the 3 Yr Avg for the month.
As a result of the elevated rates and Summer
distractions, demand in the region continued to fall.
Demand started the month with roughly 14,500
pending sales. Southern California saw a decrease
of nearly 2,000 pending sales, as the month finished
with only 12,500 homes in escrow. That is by far the
lowest demand reading measured for this time of
year since tracking began in 2012. For comparison
sake, it is 34% less than last year's reading of
19,000, further evidence of just how much elevated
rates have impacted the housing market.
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Even though many are anticipating a potential
housing crash on the horizon, the data simply
does not back up that claim. Why not?
Collectively, homeowners across the country
were sitting in a much different position prior
to the Great Recession compared to where
they stand today.
Prior to the Great Recession, the inventory climbed
to over five times where it stands today. There was
a glut of homes on the market. Like today, demand
was muted, but was due to the deterioration of
lending standards. When low demand was pit
against a glut of available homes, the market lined
up heavily in favor of buyers and prices sank. Back
then there were low or no down payments,
fraudulent lending practices, and loose lending
standards and programs, allowing anyone to get a
loan and purchase a home.
Today, buyers are purchasing with higher down
payments, tighter qualifications and lending
standards, and the average FICO score for buyers
is 745. The vast majority of homes sold over the
last couple of years procuring multiple offers,
Darwinism has taken place, survival of the fittest.
Only the strongest buyers have been winning: ones
with strong credit, money in the bank, and a good
job.

Here is what homeowners need to understand: the
inventory will continue its upward climb until it peaks
during the Autumn Market, demand will steadily fall
for the remainder of the year, and the market time
will grow longer and longer. June ended with a 66day level Expected Market Time. That is a Slight
Seller’s Market (between 60 and 90 days) where
sellers get to call more of the shots, but there are
fewer multiple offers and home values are not
appreciating as fast as they have been over the past
couple of years. The market is no longer instant and
properly pricing is absolutely crucial to find success.
The market will further slower to a Balanced Market
(90-120 days) that does not favor buyers or sellers.
By year’s end, it could slow to a Slight Buyer’s
Market (120-150 days), where buyers get to finally
make the call. Prices will only start to fall if it remains
at that level with duration, from 4 to 6 months. Any
declines would be small as there is a real stickiness
to home values due to the strength of the housing
stock and lack of seller desperation.
The bottom line for homeowners thinking about
selling: The longer they wait, the slower and more
challenging the market will be. Right now, the market
is still strong. Sellers will achieve success IF they
price their homes according to their Fair Market
Value. Opportunity is knocking.
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market time

The Expected Market Time is the speed of the market, the
lower the number, the faster homes are being placed into
escrow. Anything below 60-days is considered a Hot
Seller’s Market where there are plenty of showings,
multiple offers, sellers call the shots, and home values
are on the rise. Anything between 60-days and 90-days is
considered a Slight Seller's Market where sellers are still
in control of the market place, however multiple offer
situations is no longer the norm, and pricing according to
Fair Market Value is crucial to a successful sale. The
Southern California market has now entered into the
Slight Seller's Market Range, and is steadily heading
towards a Balanced Market in the coming months.
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