Good morning fellow Realtors and Affiliate Members. I am Dave Walsh, the President of the Santa Clara County Association of Realtors, and this is my August 21st Santa Clara County Housing Report. 

We are still seeing successes and improvement in many of our market areas as we continue to move through our summer market. As I have mentioned over the past couple of weeks, the market is robust in certain price points and lethargic in others, but we are continuing to see increased sales activity with comparison to our 2007 pending sales numbers. I’m still pleased to be saying that We are still seeing successes and improvement in many of our market areas as we continue to move through our summer market. As I have mentioned over the past couple of weeks, the market is robust in certain price points and lethargic in others, but we are continuing to see increased sales activity with comparison to our 2007 pending sales numbers. … so here is my latest Report.

Pending Sales Activity:

The South County is showing continued improvement with respect to percentages of homes placed under contract. Area 1 now sits at 25.6% of their available SFR inventory pending sale! This is another 12-month high and this indicator has shown that we are moving inventory at a much more normal and healthy pace. Again, not all price points are selling at the same pace, but this continued growth in that market area is very welcome trend, especially to our members who work in the Morgan Hill, Gilroy, and San Martin marketplace. 

Areas 2 (Santa Theresa), 5 (Berryessa), 6 (Milpitas), 12 (Blossom Valley), 14 (the Cambrian area), 18 (the Cupertino area) and 19 (Sunnyvale), 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 (Sunnyvale,) is leading the charge in our county showing 37.6% of their inventory pending sale! By the way, the next most active area, with respect to pending sales, is the Berryessa area of San Jose (area 5) with 35.8% of their inventory under contract!  

Areas 1 (South County), 3 (Evergreen), 4 (East Valley), 11 (South SJ), 15 ( Campbell) are still showing a “healthy demand”… (healthy demand is defined as areas that have 25% but less than 30% of their available SFR inventory 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 8 (the Santa Clara marketplace), area 9 (the Rose Garden/ Downtown), area 13 (Almaden) and area 17 (Saratoga).

The segment of the market that appears the weakest, with respect to inventory being placed under contract, continues to be the Los Gatos market identified as areas 16. It is showing increased inventory and signs of slowing demand. The percentage of SFR’s under contract in area 16 has dropped for 3 consecutive weeks and now sits at 14.5% of the available inventory pending sale. Area 10 (the Willow Glen area of SJ) is also slow with 18.4% of their homes pending sale. Agents who work these markets are still reporting that “well priced” properties in both of these communities are still getting lots of activity, but the key to becoming a sale is being an effectively priced value in the buyer’s eyes.

Pending Sales Units…

The number of pending sales, countywide, is up again and is currently at 2,456. As a comparison to our 2007 market, we had only 1,205 pending sales at this same time last year. That is over 1,200 more pending sales today than last year at the same time! To put that in perspective, our inventory has increased 14.6% over this time last year but our pending sales have increased over 103%! Wow! 

The percentage of homes sold but not yet closed (pending sales) is now at 27.5% for the entire county. This is a new high water mark and is almost 1.5% higher than it was in my last report, two weeks ago.

Inventory Growth?…

Our available inventory is still declining. Our unsold inventory normally increases through mid-July so a drop in inventory earlier than July is very encouraging. In fact, we have decreased our available inventory since our May 17th high inventory levels by 428 unsold units. 

Overall, the rate of the increase in inventory this year has been less than is typical, and the rate of decrease in unsold inventory is slightly greater than is normal. Seven areas, area 8, area 10, 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 continues to decline in inventory. We now have only 6,698 unsold class 1 and class 2 units on the market.

Days of Inventory / Days on the Market

Once again there has been continued improvement (reduction) in our “days of inventory”. 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 currently have 138 days of inventory for Single family Residences and 144 days of inventory for Planned Unit / Common Interest Developments County Wide. Many SCC market areas have seen DOI cut in half since the beginning of the year, but despite this improvement, DOI countywide remains above 90. Any number greater than 90 is generally indicative of a “buyers market”. 
Our average days on the market, county wide, is 48 for SFR’s and 53 for PUD’s.
In conclusion,
There have been a lot of reports out recently on “Median Prices” so I’d like to take a minute to talk about how to address those statistics with your clients.

According to Richard Calhoun’s most recent Bay Area Real Estate Market report, Santa Clara County’s median sold price is $719,500, off $149K from the peak of $868,406 in April of 2007. This represents a reduction of a little bit over 17%. But because all markets are local, relying on that average median number to understand real estate trends can be problematic. The median price is changing differently in the different market areas and various price points within our county. Generally, the expensive and moderately expensive communities (Palo Altos, Los Altos, Sunnyvale, Cupertino, Saratoga, Los Gatos and Almaden Valley) have been doing well and are at or near their record high prices. The affordable and out laying communities (East, Central, & South San Jose and South County) have been doing poorly. This trend artificially increased the median prices during most of 2007 since it seemed like only those more expensive areas of the valley were selling last year. Now, in 2008, the lower end of the market is moving again as a result of the increased activity at the REO and Short Sale end of the market. This has created a downward adjustment in the median price and the media is reporting heavily on this issue. I don’t really see what the concern is about. The median price was artificially high last year and a correction of that number was to be expected.

A last couple of interesting facts of our marketplace:

Percent of completed sales with a Sold Price greater than the List Price – 30.5%. Currently, three out of every ten sellers are receiving more than their asking price. 
Percentage of homes sold that are foreclosure properties – 14.3%. In June, 85.7% of the homes sold in Santa Clara County were not foreclosure properties. That is an important number because the media is fond of reporting how some regions of the Bay Area are selling predominantly foreclosure properties. That may be the case in Solano County, just not in Santa Clara County. 

Thank you for listening and THANK YOU for being a member of the Santa Clara County Association of Realtors.
