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Why homeownership Should be concerned,
matters so much but not panicked

Headwinds to achieve Profile of first-time buyers
homeownership in CA in California last year



Let's Talk
homeownership.



#0: our bread and butter

CA, March 2019 Sales: 397,210 Units, -8.2% YTD, -6.3% YTY
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#1: wealth creation
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creation
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hedge

U.S. Median Prices vs. Rents
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#2: hedge against inflation

U.S. Median Prices vs. Rents
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better

Children of homeowners
are significantly
fo stay In school untll age

17 than children of
renters...



better

A safe, decent, affordable
home Is like a vaccine. It
orevents disease.



#4: intergenerational tfransfers
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#5: societal benefils
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#6: losing competitive edge?
#affordability

CA vs. US Job Growth
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the

While studies simulating the
financial returns o owning and
renting find that renting Is often
more likely to be beneficial, In

oractice accumulate
any wealtn.



SO, what's the probleme@



people are struggling with affordability

California Housing Affordability Index
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housing affordability
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lots more income required now

2012 Q1 2019 Q1
CA SFH $56,320 | $114,860 @ 103.9%
CA Condo/Townhomes $44,440 $94,690 113.1%
Los Angeles Metropolitan Area | $53,780 @ $107,110 99.2%
Inland Empire $35,170  $76,810 118.4%
S.F. Bay Area $90,370 | $186,230  106.1%
US $32,000  $53,620 67.6%

SERIES: Housing Affordability Index of Existing Detached Homes
SOURCE: CALIFORNIA ASSOCIATION OF REALTORS®
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wages rarely stack up against prices

$140,000 California $126,470
2017 Annual Mean Wage $110,890
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higher rates compound the issue

Q4-2018 Median Price $564,270
20% Downpayment

MONTHLY MORTGAGE Minimum Qualifying Income
$2,706 $2853 - 4831 340 55140.087
$2,423 $2.563 $117.4 4;5122,88855 '
§2.155 $2.287 $107.03 9$1 12,162
$2,027 $102,084
$],903 I I I I
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mostly a supply problem

California New Jobs vs. New Construction

2010-2018
1,424,208
345,833
379,967 386,467
| 240
SoCal Bay Area Central Valley Central Coast
m New Jobs Permits
SERIES: Nonfarm Job Growth & New Housing Permits “3 CALIFORNIA ASSOCIATION OF REALTORS®
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mostly a supply problem

Southern California New Jobs vs. New Construction

2010-2018
578,042
346,317
152,434
33,262 74,708 69,563
Los Angeles Inland Empire Orange County San Diego
= New Jobs = Permits
A page
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that’'s the giant sucking sound we hear
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home prices: bacl to pre-recession peak
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which brings us to the cyclical aspect

Do you think it's a good time 1o buy @

home In California@
N=300

27%
22%  21% I i% 20% i% i% 20%
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Do you think it's a good fime to sell a

home In California@
N=300

57%
% 56% 539

51% 50%
I I I 46% i% I I
O
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the homeownership gap
“The Gap”: 3.5%in 1960 2.5% in 2017
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2017 California Renter Rate by City
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Percent

homeownership still aspirational

How important is homeownership to you?
n: 1663
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vastly over estimate downpayment

How much downpayment is required to purchase a home?

n: 1681
c
g 40% 40%
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most renters would buy with little down

If you could qualify for a mortgage with a much lower down-payment would you buy?

n: 1716
% 69%
9
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40%
31%
20%
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$ $
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only 307 know of low-down loans

Are you aware of (FHA) backed loans that require only a 3.5% downpayment

n: 1716
% 72%
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lots of potentially

Income-Eligible Renters in California

Hispanic, 353,432
Black, 80,629>\ /
Asian, 150,233
40% of Income \O’rher, 51.143

85% of Median Price
4.11% 30-yr FRM

3.5% Downpayment
1.38% Taxes/Insurance
1% Annual PMI Fee

White, 611,381

Not Qualified, ~ ——
4,620,979



lots of opportunity while we address structural issues

Income-Eligible Renters in Southern California

San Diego County [ 92 894
San Bernardino County [ 110,867
Riverside County [N 47,349

Orange County [ 54,970

Los Angeles County [ 343,427

- 50,000 100,000 150,000 200,000 250,000 300,000 350,000 400,000

page
36

‘33 CALIFORNIA ASSOCIATION OF REALTORS®



Fed has raised rates 9x since Dec 2015

January 2012 - May 2019
MONTHLY WEEKLY

N 3.68
3 / y 4
Fed Raise Rate
5 —FRM the 15" fime since 2.5 2.5
[ —Fed Funds Rate l
v
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interest rates are helping!

California Median Price vs. Mortgage
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Weekly Growth in Mortgage
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mortgage applications are responding

Weekly Growth in Mortgage Applications vs. Mortgage Rates
4.94 5.0
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!llll II I 452
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-10%

first growth in 27 months



perspective is everything

30-Year Fixed Rate Mortgage
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first fime buyer snapshot

67%

27% = Millennial
Gen X
4% m Boomer
T 0% Greatest

Median Age: 32 Years
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first fime buyer snapshot

Other, 4%

Asian, 15%

Hispanic/Latino,

29% w
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first fime buyer snapshot

| om married - [ 59%

53% 47%

Female | am single 28%

lam in along term

Median Number of Children partnership
Under 18 Living in the Home: 1

549, O’rhgr (sezorc?r’red, %
/0 NGHETI O
Median Income: $85,000 Prefer not fo answer | 1%
é} CALIFORNIA ASSOCIATION OF REALTORS® page
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are they buying

Single
Family
Home

68%

Median Bedrooms: 3
Median Square Footage: 1,500

44%
BUIlt In 1994 or Earlier

34% 66%

Multi-Story Single-Story

Median Final Sale Price: $350,000
Bought Median of 7 Months Ago

N
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where are they buying~?

Within the same county _ 399
where | currently live °

Within the same city
where | currently live

In the same
neighborhood where |
currently live

In another county in
California

In another state IQ%

Another country | 1%

39%
25%
22%
14%
Suburb City Downtown Rural area  Other
outside INn a city
downtown

page
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half of FTBs put down less than 20%

26%
9% 19% %77
169 7° ™ First Time Buyer
15% Median: 20%
1% Repeat Buyer

79 S8 Median: 20%

9%
% /% % /% 6%
FEERZRN =
B B

Less than 5%-9% 10%-14% 15%-19% 20%-24% 25%-29% 30%-49% 50%-74% 75%-99% 100% (all
5% cash)
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ADUs: potential option to boost affordability?

Mean: 2.06

3-
Neither
Likely Nor
Unlikely

4-
Somewhat

- Extremely 2-
Unlikely Somewhat

Unlikely

Likely

What would you want to be assured of before building an ADU<
Affordability/Price s 54%

Privocy s 49,
Size P 41 %
Separation from Main Unit s 38%
Location e 31 %
Parking s 9 5%
Other m—— 2%
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out there for ADUs

Mean: 3.12

3-
Neither
Likely Nor
Unlikely

4-
Somewhat

- Extremely 2-
Unlikely Somewhat

Unlikely

Likely

Affordability/Price 67%
Privacy 55%
Size 52%
Location 50%

Separation from Main Unit 40%

Parking 39%
Other 2%
To me, there's no difference between an ADU and a... 10%



Conclusion



Homeownership still But REALTORS® can make

matters A LOT a difference short-term
We need policy to Lots of potential buyers of
tackle long term issues all shapes and sizes

Sell Crush !



Where is the Market Data?

OF REALTORS

;§‘;;‘:(',i'.‘.’,\".".‘}i: TRANSACTION CENTER ~ LEARN & THRIVE ~ INDUSTRY 360° « YOUR C.A.R. ~ A BRI Q SEARCH
%%
2

MLS / PROFESSIONAL STANDARDS POLITICAL ADVOCACY

CLOSE X
M k t D t Housing Market Forecast Interactive Market Stats
a r e a a Following modest gains in home sales in 2016, California’s Gain insights on California‘s housing market through interactive

housing market will post a nominal increase in 2017. dashboards. Select your metrics and see where the data takes
Be trendy -- stay current with our latest market forecasts and FOR
data analyses. Data & Statistics ,

View the latest sales and price numbers. Find out where sales Speeches & Presentations

will be in upcoming months. From outreaches to webinars, the Research and Economics

) L. team is sharing their insight on the market and the economy.
Current Sales & Price Statistics

Housing Affordability Index - Traditional

] Surveys & Highlights
Pending Home Sales index Californians are surveyed annually to gain insights on the
Rent Vs. Buy housing market from their persepective.

Historical Housing Data

Housing Matters Podcast
The all-new Housing Matters Podcast is your housing hub for
market analysis, economic trends, and housing news.

Stay Connected
Stay connected with the latest releases by subscribing to the
products and services that interest you.

%;% CALIFORNIA ASSOCIATION OF REALTORS®
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monthly Ventura, California

market
report Median Price Home Sales Active Listings

March
2019 |_I

S608K O

51 144

Market Competition

Median % of Active
Days on 41 Lisstalg??czo% | 98 6% Listings ‘ 41. 0%

Market Reduced

£ CALIFORNIA
A‘ ASSOCIATION
v OF REALTORS"



monthly market report

onthly Median Price

S608K O

Active Listings

Ventura, California

arket Competition
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144
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Housing
Matters

ﬁ}Housmq Mafters Podcast €3 Podcast

www.car.org/marketdata/podcast /

page
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Thank You



