Good afternoon fellow Realtors and Affiliate Members. I am Dave Walsh, the President of the Santa Clara County Association of Realtors, and this is my end of July Santa Clara County Housing Report. 

Our market is continuing to show mixed messages though out the various market areas as the summer moves on. As the DataQuick report that just came out mentioned, the market is robust in certain price points and lethargic in others. We are still seeing increased sales activity with comparison to our 2007 pending sales numbers and it looks like this trend will continue for the balance of the summer and into the fall.  Mixed message aside, I’m pleased to be saying that the overall current market conditions of the county are still very positive… (despite what the Mercury News may write!)

The South County is showing continued improvement with respect to percentages of homes placed under contract. Area 1 now sits at 22.6% of their available SFR inventory pending sale! Again, not all price points are selling at the same pace, but the continued growth in that market area is a welcome trend. 

Areas 5, 6, 12, 18 and 19, are showing the strongest demand at this time with each of those areas showing over 30% of their supply of single family residences being under contract. Once again, area 19 (traditionally referred to as Sunnyvale,) is leading the charge showing 34.8% of their inventory pending sale!  

Areas 2, 8, 11, 13 (Almaden Valley), and 14 (the Cambrian area) are still showing a Healthy Demand… (25% or greater of the available SFR inventory is presently under contract.)

Areas showing Moderate Demand (but still Healthy)… that is measured at over 20% but less than 25% of available SFR under contract… are area 3 (the Evergreen area), area 4, area 9, area 10 (Willow Glen), and area 15 (Campbell).

The segment of the market that appears the weakest, with respect to inventory being placed under contract, is the Los Gatos / Saratoga markets identified as areas 16 and 17. They are showing increasing inventory and signs of softening demand. Their percentages of SFR under contract are 15.7% and 14.7% respectively. But don’t be deceived by these numbers. “Well priced” properties in both of these communities still receive multiple offers with very short over all marketing times.

Pending Sales…

The number of pending sales, countywide, is up again and is currently at 2,290. As a comparison to our 2007 market, we had only 1,351 pending sales at this same time last year. Today’s number is almost 70% greater than last year’s pending sales number so the active demand to purchase properties is still showing a climbing trend, especially with respect to lower priced and REO properties.

The percentage of homes sold but not yet closed (pending sales) is at 25.2% for the entire county. This is Two Tenths of 1% higher than it was in my last report, two weeks ago.

Inventory Growth?…

Our available inventory growth is starting to inch up. We have decreased our available inventory since our May 17th high inventory levels in most of the Valley’s areas. Six areas, area 2, area 13, area 16, area 17, area 18, and area 23 are all registering increased inventory over the mid-May high water mark. Overall though, the county is declining in inventory. We now have only 6,855 unsold class 1 and class 2 units on the market. Since my last report, 2 weeks ago, there has been a 123 home increase in our unsold inventory. 

As always, be careful when pricing homes at all price points in our marketplace. The demand can soften dramatically when our inventory is not priced correctly.

Days of Inventory / Days on the Market

Days of inventory is best explained as follows: If we stopped listing homes today, how long would it take, at our current pace of selling homes, for us to deplete our available housing supply? That understood, we now have only 132 days of inventory for Single family Residences and 141 days of inventory for Planned Unit / Common Interest Developments.

Our average days on the market, county wide, is 49  for SFR’s and 45 for PUD’s.
In conclusion,
According to the Mortgage Bankers of America’s national survey, home loan applications are up. That is a very good sign. Banks are a crucial piece of the puzzle when it comes to the growth and over-all health of our housing market. We do have a large amount of activity in the lower price points of the valley, largely due to the soft prices and REO activity, but we are still embroiled in this credit crunch that is depriving families of money they need to buy the more expensive houses. 

The majority of Americans feel that it has become more difficult to obtain mortgages and that the application process is more difficult than a year ago. Consumers also believe that the terms they are offered (in other words the high down payment requirements) are too demanding given the weak economic conditions. Although interest rates remain low by historic standards, concerns over the sustainability of Fannie Mae and Freddie Mac have contributed to an increase in interest rates. Investors who purchase these loans are wary and are demanding higher interest rates to offset the added perceived risk. 

As the tighter underwriting standards start to ease and more funds become available for loans, look for the overall market to increase in activity. Once again, it’s the lack of available funds for loans, even for qualified buyers, continues to keep the demand side of the market unfulfilled.
Thank you for listening and THANK YOU for being a member of the Santa Clara County Association of Realtors.
