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US and California 

Economic Conditions



Gross Domestic Product
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Obama Stimulus Plan - Update
How Much Has Been Spent?

SOURCE: www.recovery.gov, updated 01/22/10
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Unemployment Rate
California vs. United States

CA rate highest since Dec 1940



Employment Growth, California vs. U.S.

YEAR TO YEAR % CHANGE
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SOURCE: Federal Home Loan Mortgage Corporation

Mortgage Rates and Fed Funds Rate
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Summary on Economy

ÅWorst behind us, but mixed signals for next 6-12 months

ÅStimulus driven growth Q4-09, early 2010

ÅBelow par GDP growth in 2010

ÅWill stimulus expenditures jumpstart private sector?

ÅLabor market: Mixed signals, U-rate decline in mid-2010

Å Inflation in check in 2010, concerns in 2011+

ÅMonetary policy: no rate hikes in first half of 2010



California Real Estate Market



Sales of Existing Detached Homes and Pacific West Consumer Confidence

California, December 2009 Sales: 558,320 Units, Up 23.7% YTD, Up 1.7% YTY
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Median Price of Existing Detached Homes
California, December 2009: $306,820, Up 8.4% YTY

SOURCE: California Association of REALTORS®
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Unsold Inventory Index
California, December 2009: 3.8 Months

0

2

4

6

8

10

12

14

16

18

20

J
a

n
-8

8
J

u
l-

8
8

J
a

n
-8

9
J

u
l-

8
9

J
a

n
-9

0
J

u
l-

9
0

J
a

n
-9

1
J

u
l-

9
1

J
a

n
-9

2
J

u
l-

9
2

J
a

n
-9

3
J

u
l-

9
3

J
a

n
-9

4
J

u
l-

9
4

J
a

n
-9

5
J

u
l-

9
5

J
a

n
-9

6
J

u
l-

9
6

J
a

n
-9

7
J

u
l-

9
7

J
a

n
-9

8
J

u
l-

9
8

J
a

n
-9

9
J

u
l-

9
9

J
a

n
-0

0
J

u
l-

0
0

J
a

n
-0

1
J

u
l-

0
1

J
a

n
-0

2
J

u
l-

0
2

J
a

n
-0

3
J

u
l-

0
3

J
a

n
-0

4
J

u
l-

0
4

J
a

n
-0

5
J

u
l-

0
5

J
a

n
-0

6
J

u
l-

0
6

J
a

n
-0

7
J

u
l-

0
7

J
a

n
-0

8
J

u
l-

0
8

J
a

n
-0

9
J

u
l-

0
9

SOURCE: California Association of REALTORS®

MONTHS



14.2

8.3

6.1

4.8

5.4

7.8

4.5

3.4

3.5

3.5

0 2 4 6 8 10 12 14 16

$1,000K+

$750-1000K

$500-750K

$300-500K

$0-300K

P
ri

c
e

 R
a

n
g

e
 (

T
h

o
u

s
a

n
d

s
)

Months Supply

Last Year This Year

Unsold Inventory By Price Range
California - Existing Homes December 2009 vs. December 2008

SOURCE: California Association of REALTORS®



20%

0% 0% 0%0% 0%

19% 20%

8%

18%

30%

0%

55%

0%

5%

16%

42%

14% 16%

7%
3%

0%

15%

0%

10%

20%

30%

40%

50%

60%

70%

80%

Desired

larger home

Desired

better/other

location

Mortgage

payment

went up

(reindex)

Moved to

rental to

save money

Job loss Trouble

making

mortgage

payments

2006 2007 2008 2009

Signs of Distress in 2008-2009

Sellers Are Reacting to Financial Stress

The Role of Market Conditions 

In the Decision to Sell

SOURCE: C.A.R. 2009 Survey of Home Sellers



While Buyers See Opportunities …
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Real Estate Finance
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California Foreclosure Outcomes
Through December 2009
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California Subprime & Alt A Loans

As of May 2009 Sub-Prime Alt-A

Number of All Loans in Category 345,505 632,215

Loans as Share of All Housing Units 3% 5%

ARMs As Share of All Loans in Category 66% 70%

Number of ARMs 226,997 440,022

Percent of ARMs…

…Already Reset 84.6% 46.9%

…To Reset Next 1-11 Months7.9% 5.2%

…To Reset Next 12-23 Months2.4% 7.4%

…To Reset Next 24+ Months5.0% 40.4%

As of May 2009

SOURCE: FirstAmerican CoreLogic, LoanPerformance Data, U.S. Census Bureau, 

and Federal Reserve Bank of New York, compiled by C.A.R.



Summing Up Foreclosures

ÅGovernment Intervention kept Foreclosures around 30-
40% of home sales toward the end of 2009, pace 
expected to continue into 2010

ÅNODs have come down from historic highs in first half of 
2009 but have spread into higher priced areas

ÅCancellations on the rise ïdue in large part to:
ïstatutory requirement that a foreclosure sale be held within 

one year-forced cancellation )

ïsome form of loan workout: HAMP modification, short sale 
or refinance

ïFiling errors

ÅLenders lack the incentive to flood the marketplace with 
Foreclosures



First-time Buyer Housing Affordability Index
California Vs. U.S. 2000-2009
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Proportion of First-Time Homebuyers
California
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Q. Was the buyer a first-time buyer?



Recap on Affordability

ÅAffordability up strongly

ÅMortgage rates at near historic lows

ÅMedian price up but

ïPrice to income ratio at historic low

ÅObjectives for buyers:

ïRight home

ïRight price

ïLowest possible rate

ÅAlso, tax credits and MPP



Summary on Market

ÅSales - strong in low/mid 500,000 range

ÅMedian Price ï

ïbottom at $245K in Feb 09

ïDec median at $306K

ïUp 25% from Feb 09, but 48% below peak

ïHave we hit bottom?

ÅInventory ï4 months +/- below 7 month average

ÅAffordability ïUp dramatically in 2009; highest in 

dozen years, near historical high



Regional Markets



Unemployment Rate
Los Angeles County, November 2009: 12.2%
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Dec-09 Dec-08
Yearly %      

Change

Los Angeles Selected Areas

Westside $1,075,000 $1,365,000 -21.2%

West LA $656,500 $649,500 1.1%

Downtown LA/Central City $465,000 $560,000 -17.0%

South LA $190,000 $205,750 -7.7%

North East LA $271,500 $292,500 -7.2%

Pacific Palisades $1,505,000 $1,245,000 20.9%

Santa Monica $852,500 $835,000 2.1%

Median Home Sales Price
Los Angeles County

SOURCE: C.A.R.; DataQuick Information Systems. The 

price statistics are derived from all types of home sales --

new and existing, condos and single-family.
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Unsold Inventory Index
Los Angeles County, December 2009: 3.7 Months
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Median Time on the Market
Single-Family Homes ïLos Angeles County, December 2009: 32.0 Days
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New Housing Permits
LA County, November 2009: 355 Units, Down 58.5% YTD

SOURCE: Construction Industry Research Board
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County Dec-09 Nov-09 Dec-08

Los Angeles 3.7 4.3 6.0

Orange 5.4 5.8 7.0

Riverside/SB 3.0 3.5 5.1

San Diego 4.5 5.7 4.1

Santa Barbara 3.9 6.0 5.5

Ventura 3.0 3.3 4.7

Southern California 3.9 4.6 5.6

Unsold Inventory Index (Months)

SOURCE: California Association of REALTORS®



2010 Forecast



California Housing Market Outlook

2003 2004 2005 2006 2007 2008 2009e 2010f

SFH Resales 

(000s)
601.8 624.7 625.0 477.5 346.9 439.8 546.7 527.5

% Change 5.1% 3.8% 0.03% -23.6% -27.3% 26.8% 24.3% -3.5%

Median Price 

($000s)
$371.5 $450.8 $522.7 $556.4 $560.3 $346.4 $275.0 $284.0

% Change 17.5% 21.3% 16.0% 6.5% 0.7% -38.2% -20.6% 3.3%

30-Yr FRM 5.8% 5.8% 5.9% 6.4% 6.3% 6.0% 5.2% 5.6%

 1-Yr ARM 3.8% 3.9% 4.5% 5.5% 5.6% 5.2% 4.8% 5.2%

Source: CALIFORNIA ASSOCIATION OF REALTORS®

Forecast Date: October 2009

NOTE: 2009 sales and price are preliminary, subject to revision
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Wild Cards

ÅAdditional Stimulus –Job Creation Prerequisite to 

Sustainable Growth

ÅForeclosure Pipeline 

ÅCommercial Defaults –Impact on Credit Market 

Å Inflation Concerns: 2+ Years, Value of Dollar



Selling or buying a house today is more 

challenging than ever before.  

Prices have come down but seem to be ticking upwards.

Interest rates are at record lows but how long will that last?

Loans seem harder to get approvedéis it ever going to get easier?

Sales activity is upéthere are lots of buyers out there ready to buy!

Now more than ever, you need a Realtor who has his finger on the 

pulse of the market.  An expert at market trends and fluctuations.  

Someone you can trust who will always have YOUR BEST interest 

in mind.  That person is Jack Bitton!

For more information on this Market Update or a FREE complementary 

analysis on the market value of your home, 

call Jack Bitton at 310.255.3417


