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 September 29th Santa Clara County Housing Report. 

I apologize for the slight delay in the timing of this message. As you all know, there have been significant financial changes directly impacting the national housing market over this last week. My delay in reporting our market activity to you was due to my desire to get the “up to the minute” statistics of our activity so I could accurately gage the impact on our local market, if any.

Despite all the turmoil, the market continues to show consistent activity. It is still varying dramatically depending on the location and price point. I’m still pleased to be saying that the overall current market conditions of the county remain unchanged… so here is my Report.

Pending Sales Activity:

Areas 2 (Santa Teresa), 5 (Berryessa), 6 (Milpitas), 11 (South San Jose), 12 (Blossom Valley), 14 (the Cambrian 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. Area 14 (Cambrian) has replaced area 19 (Sunnyvale,) as the hottest area, leading the charge in our county with 37.9% of their inventory pending sale! By the way, the next most active area, with respect to pending sales, is now the Blossom Valley area (area 12) with 35.5% of their inventory under contract!  

Areas 3 (Evergreen), 4 (East Valley), 8 (Santa Clara), 9 (Downtown/Rosegarden), and 18 (the Cupertino marketplace) are still showing a Very Healthy Demand… (A Very Healthy Demand is measured as areas having over 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 1 (the South County marketplace), area 13 (Almaden) and area 15 (Campbell).

The segments of the market that appear the weakest, with respect to inventory being placed under contract, continues to be the Los Gatos / Saratoga / and Willow Glen markets, identified as areas 16 and 17, and 10. They continue to show increased inventory and signs of slowing demand. The percentages of SFR’s under contract in areas 16 and 17 now sit at 12.6% and 14.5% respectively of their available inventory pending sale, which stands at about half of the percentages that they had under contract earlier in the spring. Area 10 (the Willow Glen area of SJ) is also slow with 16.9% of their homes pending sale, which is 10 percentage points lower than it was only 90 days ago. The key in each of these markets is to be an effectively priced value to buyers, because well-priced homes continue to sell.

Pending Sales Units…

The number of pending sales, countywide, is up again and is currently at 2,480. As a comparison to our 2007 market, we had only 904 pending sales at this same time last year. That is over 1,570 more pending sales today than last year at the same time! Wow! 

The percentage of homes sold but not yet closed (pending sales) is now at 28.3% for the entire county. This is lower than the high water mark set last week by .5%. It will be interesting to track this number throughout the upcoming weeks to see what changes may unfold.

Inventory Growth?…

Our available inventory is still declining. As I stated last time, our unsold inventory normally increases through mid-July so a drop in inventory earlier than July is a very encouraging sign. Whether it’s because Seller’s are unable to achieve the prices they desire so they’re pulling their homes from the market or that investment minded buyers are taking advantage of the “real estate on sale” mentality and buying up the bargains, our unsold inventory continues to decline. In fact, we have decreased our available inventory since our May 17th high inventory levels by 796 unsold units. As I stated last report, 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. 

Five areas, area 10, area 13, 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 6,330 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 126 days of inventory for Single family Residences and 135 days of inventory for Planned Unit / Common Interest Developments County Wide based on the pace homes are currently selling. When you look at D.O.I. based on the pace homes are closing at that number shifts dramatically to 177 and 183, indicating that not all transactions close successfully. This supports my contention that getting the home sold is just the first step. Closing the deal is where the real challenges lie.

Despite this improvement, DOI at the pending sales pace countywide remains above 90. Any number greater than 90 is generally indicative of a “buyers market”. When you look at specific marketplaces within the county, the DOI will fluctuate greatly. As an example, the Cupertino, Sunnyvale, Mt View, Los Altos and Palo Alto areas have only 78 DOI while the Los Gatos, Los Gatos Mountains and Saratoga have 168 DOI. 

Our average days on the market, county wide, is 49 for SFR’s and 57 for PUD’s, unchanged since my last report.
In conclusion,

The government’s financial rescue plan is set to be voted on today, by the House and Senate. Whether it will pass unchanged (or at all) seems to be the question on everyone’s mind. With the general election in November a little more than a month away, there is a certain amount of political posturing that will go on, but hopefully they will pass the plan because it will provide some much needed liquidity to our ailing banks and financial institutions. 

In Santa Clara County, factors other than price – primarily tighter lending standards and availability of credit – are influencing consumer’s confidence and ability to purchase homes. Approximately 85% of lenders have tightened their requirements for borrowers in the past 3 months, according to the Federal Reserve Board. It’s this lack of available credit (even for qualified consumers), that is impacting our market.

During the previous real estate real estate cycle, the ratio of home prices to income hovered at approximately 10:1, meaning that consumers were paying approximately 10 times their annual salary for homes.  The current ratio of home prices to income is approximately 6:1, indicating that home prices are better aligned with incomes today than they have been in the past. So it’s imperative that we remind consumers of the long-range value of homeownership in Santa Clara County and encourage them to take advantage of this opportunity. According to statistics gathered by C.A.R. over the last 40 years, homeowners who purchase a house and keep it for at least five years have an average annual rate of return of nearly 12 percent. Now that’s a number that looks attractive in these uncertain times.
Thank you for listening and THANK YOU for being a member of the Santa Clara County Association of Realtors.
