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Overview
 

• Describe the California housing market 

– Punch line 1: It is expensive everywhere 

– Punch line 2: New homebuyers are less common
 

• Discuss causes 

– Punch line: There are many angles, some of which 
the state has jurisdiction over 
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    THE CALIFORNIA HOUSING MARKET
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California is a High Cost Market
 

Source: 
http://www.trulia.com/home_prices/ 
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Heat Map Shows California is HOT
 

Source: http://www.trulia.com/home_prices/ 
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California Prices Skyrocketed in the 2000s
 

Source: http://www.paragon-re.com/san_francisco_market_dynamics/ 
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Lack of Affordability Has Increased
 

Source: http://www.realtytrac.com/content/foreclosure-market-report/home-price-bubble-early-warning-signs-report-december-2014-8196 
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FTHB Share Down Since Crisis
 

Source: http://www.hcd.ca.gov/hpd/shp/web_hcd_stateofhousing_april2014.pdf 
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The High Cost Problem 

is not Limited to Ownership
 

Source: http://www.hcd.ca.gov/hpd/shp/web_hcd_stateofhousing_april2014.pdf 
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    CAUSES OF THE DECLINE
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California is a Low Homeownership State
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Source: http://economistsoutlook.blogs.realtor.org/files/2013/08/081513a.png 
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The State’s Homeownership Drop Was Steep
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Financing Will Be a Challenge 
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NOTE: Pre-crisis loan limits were $417,000 for the GSEs and $367,000 for the FHA.
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Young Adults Live at Home More Frequently
 

Source: Kwan Ok Lee & Gary Painter (2013), Journal of Urban Economics. 
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Being At Home More Means Owning Less
 

Source: http://www.newyorkfed.org/research/staff_reports/sr700.pdf 
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Household Formation Rates Remain an Unknown
 

“…the surprise in the recent recession is that the number of households
 
did not fall more than it did…”
	

Source: Jung Hyun Choi & Gary Painter (2014), Journal of Real Estate Finance & Economics. 
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Summary of Causes
 

•	 California housing’s high cost: 

–	 Translates to lower ownership rates in general 

–	 Means there are (will be) fewer financing options 

–	 Makes wealth, income, and credit barriers steeper 

•	 Young people are forming their households 
later 
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Thank You
 

Raphael W. Bostic
 

bostic@usc.edu
 

213-740-1220
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