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San Diego Real Estate 2019 Market Outlook
Introduction
Residents of San Diego County frequently count their homes as one of the most valuable assets on their
balance sheets. In one of the most expensive real estate markets in the country, decisions related to the sale
and purchase of property are vastly more impactful. As such, an appreciation of the market dynamics at play
is critical to making informed financial planning decisions.

Volatility
Home prices in San Diego are volatile; not as volatile as Las Vegas but still lacking the unwavering upward
trend line of, for example, Denver. Such volatility makes the timing of a purchase or sale crucial in determining
whether a buyer will build equity and a seller will maximize gain.
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Mortgage Interest Rates
Mortgage interest rates are in the low range historically. After four rate hikes in 2018 it is likely the Fed will
‘pause’ on further rate increases in 2019 as fears of a global economic slowdown intensify. This will likely keep
mortgage interest rates hovering around 4% for the first half of the year. Declining interest rates have
historically correlated with real estate price appreciation but have also preceded valuation bubbles as lower
interest rates incentivize more buyers to enter a late stage market at ever increasing prices.

San Diego Home Price Index vs. 30-yr Mortgage Rates
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The Standard & Poor's Case–Shiller Home Price Indices are repeat-sales house price indices for the United States. These indices are calculated and
kept monthly by Standard & Poor's, with data points calculated for the time period of January 1987 through the present. The indices kept by Standard
and Poor are normalized to have a value of 100 in January 2000.
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Sales Trends
Home sales tend to ebb in the fall and winter and peak in the late spring. Comparing the number of sales of 2,
3, and 4-bedroom homes in peak season, a discernable downward year-over-year trend has emerged since
the sales number peaked in Spring 2015. The median sales price meanwhile, has continued to increase, albeit
more modestly, after a pause in the latter half of 2018 when interest rates were rising, and the Fed had not yet
signaled a pause in further rate increases.
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Median sales prices have increased year-over-year from February 2018 to February 2019 in all categories
except Condos & Townhomes 3,001 Sq. Ft. and greater which have declined a massive -19.4%.
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Housing Market Slowdown?
The increasing median sales price is highly misleading. An analysis of other metrics appear to signify
a marked cooling in the San Diego real estate market.
Pending sales have decreased for smaller and more afforrdable single-family homes under $750,000
while the inventory for such homes has increased as much as 23%. Pending sales of single-family
homes between $750,000 and $1.25 million have increased 2.4% ($750k - $1 million) and 3.2% ($1 $1.25 million), yet the inventory of such homes has increased by 31% and 16% respectively.
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Unsuprisingly, with vastly more homes coming on the market than are being sold, homes are staying
on the market longer and sellers are getting a smaller percentage of their original asking price.
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