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AFTER TOPPING 7.5% IN APRIL, MORTGAGE RATES HAVE DECLINED
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Everyone is always looking for a good deal. With Thanksgiving around the corner, many
holiday shoppers will look to Black Friday and Cyber Monday for deep discount savings.
Inevitably, in the early morning hours on the day after Thanksgiving, a long line of eager
customers will arrive hours before stores open their doors. With the cost of living increases
since the pandemic, consumers are looking for huge savings, especially on high-ticket
items.

Mortgage rates have been stubbornly high this year. For most of 2024, they have remained
above 7%, even topping 7.5% several times in April. They have been falling ever since,
dropping below 7% in July and below 6.5% at the end of August. Now that interest rates
have been dancing in the low sixes for several weeks, it is as if the entire housing industry
suddenly went on sale with deep discounts. Buyers who had paused their hunt for a home
are coming off the sidelines and reviving their search. Just as consumers look for deals on
Black Friday and Cyber Monday, buyers are looking to cash in on favorable rates and
significant improvements in affordability. 

Ever since the Federal Reserve raised the short-term Federal Funds rate substantially a
couple of years ago, rates climbed during the Autumn Market and hit their annual heights,
reaching 7.37% in 2022 and eclipsing 8% in 2023. Affordability eroded, and demand
slowed. But not this year. Rates recently dropped to their lowest level since February 2023,
a considerable improvement from 7.5% just five months ago. They have persisted at these
lower levels for several weeks now. This has resulted in a jump in demand and a noticeable
drop in the Expected Market Time. 

Mortgage rates are currently at 6.21%. For a $1 million home purchase with 20% down, the
monthly payment would be $4,905. That is much better than last year’s 7.61% rate and
monthly payment of $5,654. Today’s payment is $749 per month lower, or nearly a $9,000
yearly savings. It is a $252 monthly savings, or $3,024 annually, compared to two years ago
when rates were at 6.69% and climbing. 

L O W E R  R A T E S  I M P A C T  D E M A N D
D e m a n d  j u m p e d  b y  7 %  i n  t h e  p a s t  c o u p l e  o f  w e e k s .



With a significant improvement in home affordability, buyer demand (a snapshot of the
number of new pending sales over the prior month) jumped from 1,691 two weeks ago to
1,801 days today, up 110 pending sales or 7%. It was the first late September rise in
demand since 2014. Last year, during the same two-week period, demand fell only by three
pending sales. Two years ago, it plunged by 169 or 8%. The 3-year average before COVID
(2017 to 2019), when housing was predictable year in and year out, was a drop in demand
by 4%. 

Combine the surge in demand with a marginal increase in the inventory, adding 19 homes
in the past couple of weeks, and the market is uncharacteristically heating up amid the
Autumn Market. The Expected Market Time (the number of days it takes to sell all San
Diego County listings at the current buying pace) sank from 84 to 79 days in the past
couple of weeks, its largest drop at this time of year since tracking began twelve years
ago.

Demand has been subdued, bouncing along a shallow bottom since October 2022. It has
not fluctuated much and has remained flat, at bare-bone, inherent levels. There are always
buyers in every market regardless of where rates climb. Yet, more buyers enter the market
as mortgage rates improve and persist at lower levels. The lower rates fall, the more
affordability recuperates, resulting in considerable improvements in demand. Currently,
mortgage rates are knocking on the door of falling into the fives for the first time since
August 2022. 

 This unconventional shift in demand and subsequent drop in the Expected Market Time is
a "green shoot" for the San Diego County housing market, a positive data point illustrating a
new path to an eventual recovery in the lack of home sales. Due to very low demand,
closed sales have also been down substantially. Not many homes have exchanged hands. 

There is pressure on mortgage rates to fall further with a cooling economy and a slowing
job market. Expect demand to continue to push higher in year-over-year comparisons and
for closed sales to rise as well. 

S A N  D I E G O  C O U N T Y  D E M A N D  Y E A R  O V E R  Y E A R  ( L A S T  3 0  D A Y S  P E N D I N G )



The active listing inventory increased by 19 homes in the past two weeks, nearly
unchanged, and now sits at 4,771. This marginal acceleration in the inventory rise indicates
that a peak may be reached in the next couple of weeks. Nonetheless, the peak is late,
typically occurring between July and August. Last year’s peak occurred in November, even
later. The earlier the peak, the further the inventory falls for the remainder of the year. San
Diego County housing will peak because of the sharp rise in demand, which ultimately will
chip away at the inventory. During the Autumn Market, fewer homes are placed on the
market compared to the spring and summer months. The number of sellers coming on the
market declines further each month, with the fewest in December followed by the second-
fewest in November. The slow, steadfast fall during the autumn changes to a rapid decline
during the holidays, from Thanksgiving to the New Year. The inventory drops to its lowest
level by year’s end. 

Last year, the inventory was 2,749 homes, 42% lower, or 2,022 fewer. The 3-year average
before COVID (2017 through 2019) was 7,009, an additional 2,238 homes, or 47% more.
This difference has been diminishing. 

Homeowners continue to “hunker down” in their homes, unwilling to move due to their
current underlying, locked-in, low fixed-rate mortgage. It became a crisis once rates
skyrocketed higher in 2022. For September, 2,984 new sellers entered the market in San
Diego County, 1,278 fewer than the 3-year average before COVID (2017 to 2019), 30% less.
Last September, there were 2,439 new sellers, 18% fewer than this year. More sellers are
opting to sell compared to the previous year. 

S A N  D I E G O  C O U N T Y  A C T I V E  L I S T I N G S  Y E A R  O V E R  Y E A R  ( 2 0 2 1  -  2 0 2 4 )

A C T I V E  L I S T I N G S
T h e  a c t i v e  i n v e n t o r y  i s  v e r y  c l o s e  t o  r e a c h i n g  a  p e a k .



Demand, a snapshot of the number of new pending sales over the prior month, jumped
from 1,691 to 1,801 in the past couple of weeks, up 110 pending sales, or 7%, its largest
increase since February and its highest level since mid-August. A substantial rise at this
time of the year is unprecedented and is a direct result of a significant increase in
affordability. Even though mortgage rates already had the Federal Reserve half-of-a-percent
cut in the short-term rate baked into long-term mortgage rates before their announcement
a couple of weeks ago, many buyers waited for the news before writing an offer to
purchase. With the Federal Reserve initiating its rate-cut cycle, many buyers have decided
to cash in on the improving mortgage rate environment. As long as mortgage rates hover
around today’s current levels or drop even lower, expect demand to continue to improve
and outpace last year’s demand levels. 

As the Federal Reserve has indicated, watching all economic releases for signs of slowing
is essential. These releases can potentially move mortgage rates higher or lower,
depending on how they stack up compared to market expectations. This week is jobs
week, which includes the number of job openings, wages, the number of jobs created or
lost, and unemployment. This week will be the most consequential week for rates and will
set the tone for the remainder of October. 

Last year, demand was 1,574, down 227 pending sales or 13%. The 3-year average before
COVID (2017 to 2019) was 2,920 pending sales, 62% more than today, or an additional
1,119.

With demand surging higher and supply nearly unchanged, the Expected Market Time (the
number of days it takes to sell all San Diego County listings at the current buying pace)
decreased from 84 to 79 days in the past couple of weeks. Last year, it was 52 days, faster
than today. The 3-year average before COVID was 73 days, slightly faster than today.

In the past couple of weeks, the luxury inventory of homes priced above $2 million (the top
10% of the San Diego County housing market) decreased from 878 to 873 homes, down
five, or 1%. Luxury demand increased by 26 pending sales, up 17%, and now sits at 182.
With demand rising and supply falling, the Expected Market Time for luxury homes priced
above $2 million decreased from 169 to 144 days. Nonetheless, at 144 days, the luxury
market is considerably slower than the lower ranges. For homes priced below $2 million,
the Expected Market Time is 72 days. 

Year over year, the active luxury inventory is up by 241 homes, or 38%, and luxury demand
is up by 52 homes, or 40%. Last year’s Expected Market Time was 146 days, similar to
today.

D E M A N D
D e m a n d  j u m p e d  b y  7 %  i n  t h e  p a s t  c o u p l e  o f  w e e k s .  

L U X U R Y  E N D
T h e  l u x u r y  m a r k e t  h a s  i m p r o v e d  s i g n i f i c a n t l y  i n  t h e  p a s t  c o u p l e  o f  w e e k s .  



In the past two weeks, the Expected Market Time for homes priced between $2 million and
$4 million decreased from 141 to 126 days. The Expected Market Time for homes priced
between $4 million and $6 million decreased from 210 to 130 days. The Expected Market
Time for homes priced above $6 million increased from 375 to 383 days. At 383 days, a
seller would be looking at placing their home into escrow around October 2025.



The active listing inventory increased by 19 homes, nearly unchanged, in the past couple of
weeks and now stands at 4,771. In September, 30% fewer homes came on the market
compared to the 3-year average before COVID (2017 to 2019), 1,278 fewer. Yet, 545 more
sellers came on the market this September compared to September 2023. Last year, there
were 2,749 homes on the market, 2,022 fewer homes, or 42% less. The 3-year average before
COVID (2017 to 2019) was 7,009, or 47% extra, much higher.

Demand, the number of pending sales over the prior month, increased by 110 pending sales in
the past two weeks, up 7%, and now totals 1,801, its largest increase since February. Last year,
there were 1,574 pending sales, 227 fewer or 13% less. The 3-year average before COVID (2017
to 2019) was 2,920, or 62% more. 

With demand surging and supply nearly unchanged, the Expected Market Time (the number of
days it takes to sell all San Diego County listings at the current buying pace) decreased from
84 to 79 days in the past couple of weeks. Last year, it was 52 days, much faster than today.
The 3-year average before COVID was 73 days, slightly faster than today.

In the past two weeks, the Expected Market Time for homes priced below $750,000 decreased
from 75 to 72 days. This range represents 30% of the active inventory and 33% of demand. 

The Expected Market Time for homes priced between $750,000 and $1 million decreased from
67 to 64 days. This range represents 23% of the active inventory and 28% of demand.

The Expected Market Time for homes priced between $1 million and $1.25 million decreased
from 87 to 70 days. This range represents 11% of the active inventory and 13% of demand.

The Expected Market Time for homes priced between $1.25 million and $1.5 million increased
from 83 to 90 days. This range represents 9% of the active inventory and 8% of demand.

The Expected Market Time for homes priced between $1.5 million and $2 million increased
from 87 to 88 days. This range represents 9% of the active inventory and 8% of demand.

In the past two weeks, the Expected Market Time for homes priced between $2 million and $4
million decreased from 141 to 126 days. The Expected Market Time for homes priced between
$4 million and $6 million decreased from 210 to 130 days. The Expected Market Time for
homes priced above $6 million increased from 375 to 383 days.

The luxury end, all homes above $2 million, account for 18% of the inventory and 10% of
demand.

Distressed homes, both short sales and foreclosures combined, comprised only 0.4% of all
listings and 0.3% of demand. Only 11 foreclosures and nine short sales are available today in
San Diego County, with 20 total distressed homes on the active market, up two from two
weeks ago. Last year, 10 distressed homes were on the market, similar to today.

There were 2,167 closed residential resales in August, up 1% from August 2023’s 2,149 closed
sales. August marked a 2% decrease compared to July 2024. The sales-to-list price ratio was
99.1% for all of San Diego County. Foreclosures accounted for only 0.1% of all closed sales,
and short sales accounted for 0.1% of all closed sales. That means that 99.8% of all sales were
good ol’ fashioned sellers with equity.
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