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SOLD MEDIAN  $1,750,000  - 245,000 | $ PER SQ FT $938 - 65 | SUPPLY  5.4 MONTHS  -  1.1  | 30-YEAR JUMBO  4.00%  + .35 

Covid-19 Strikes | Recession Looms | Price Falls $245,000  

    Weakness in Mortgage Market | Broker Outlook Changed 

It is not apparent in the monthly 
numbers yet, but I am now       
bearish.  First the numbers.  

The median sold price dropped 
$245,000 to $1,750,000.  The median 
$ per square foot fell $60 to $943.  

With 173 active listings as of April 
1st and 31 closings in March, the 
March supply came in low, at 5.5 
months.  Even adding the 48 listings 
recently put on hold, the March 
supply would still be decent at 7.1 
months. 

Short term with the pending       
median at $1,998,000 -- if the               
corresponding escrows close, I 
would not be surprised to see prices 
rise in April.  Pretty normal Laguna 
Beach real estate activity, cor-
rect?  Why am I bearish? 

Four reasons:  COVID-19, reces-
sion, the decline in open escrows, 
and the relative illiquidity in the 
mortgage market.  The first two are 
obvious and I do not think I need to 
speak to them here.   

Any follower of my Laguna Beach 
real estate reporting knows that I 
place a premium on the volume of 
transactions taking place.  I am   
concerned about the number of 
open escrows declining from 54 to 
36 in just one month.  Watch this 
space. 

I will never forget August 2007, 
when the mortgage backed security 
market seized up.  The stock mar-
ket peaked a couple of months later. 
The 2008 Financial Crisis fol-
lowed.  Lending slowed.  The hous-
ing market crashed.  

I was not a finance major, but a  
tenant of modern finance theory 
holds that when you make some-
thing more liquid, its price will 
rise.  If you make it less liquid, its 
price will drop.  Lenders have told 
me that the non-qualified mortgage 
market, the self-employed jumbo 
market, and the cash out jumbo 
market, have largely disappeared or 
have dramatically been scaled 
back.  High end, luxury market 
borrowers are more likely more 
likely to be self-employed and uti-
lize non-qualified and jumbo fi-
nancing.  They will be dispropor-
tionately affected.  The bottom 
line:  real estate markets - especially 
high-end real estate markets - are 
now less liquid.  Prices should fall.   

The world has changed.  Call me on 
how to best navigate this mar-
ket.  Go to my web-
site www.LagunaGalleryRealEstate.
com for all my charts, reports, and 
videos.  Stay safe and have an excel-
lent April.  
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When the market changes | Call the expert 
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