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Since the end of August, the active inventory has declined by 58 homes (-1%), from 4,982 to
4,924. With inventory down only 1% and demand down 18%, Expected Market Time (the
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Nearly every kid has ridden a bicycle up a hill that felt nearly impossible to climb. The
pedals get harder and harder to push. Doubt seeps in as every leg muscle burns. Suddenly,
the hill becomes even steeper as the bike barely inches forward. For many kids, the hill
proves too challenging, forcing them to climb off and walk their bikes to the top. 

Similarly, the Orange County housing market was already sluggish, struggling to gain
momentum. Mortgage rates had climbed from 6% at the end of February to 6.75% in July,
eroding affordability and dampening buyer demand. Then, over the past six weeks, the hill
grew even steeper. Mortgage rates surged from 6.75% to 7.5%, placing even greater
pressure on affordability, further squeezing demand, and slowing the housing market to a
crawl.
 
Demand (a snapshot of the number of new pending sales over the prior month) peaked in
May at 1,678 pending sales. From there, it slowly dropped, reaching 1,528 at the end of
August, down 150 pending sales (-9%). Mortgage rates had climbed from 6.5% to 6.75%.
Yet from the end of August to the end of September, rates jumped three-quarters of a
percent, from 6.75% to 7.5%, and have remained there ever since. The last time 30-year
mortgage rates climbed that fast in such a short period was in September 2022, when the
Federal Reserve aggressively raised the Federal Funds rate. As a result, demand has fallen
by 279 pending sales (-18%) over the past 6 weeks. 
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number of days it takes to sell all listings at the current buying pace) rose substantially
from 98 to 118 days, a 20-day increase. With demand falling rapidly, fewer homes are
moving into pending status and are instead languishing on the market, increasing seller
competition. The Orange County housing market feels noticeably more sluggish today than
it did in August. 

Mortgage rates have been stuck between 6.5% and 7.5% with few exceptions since they
spiked above 6.5% in September 2022. With a weakening labor market in 2025, they dipped
below 6.5% on September 3, 2025, and slowly made their way to 6% by the end of February
of this year, nearly six months of improved affordability and much more favorable buying
conditions. The lower-rate environment appeared to be here to stay. After touching 5.99%
(Mortgage News Daily) on Friday, February 27 , the U.S. and Israel launched a joint
campaign of large-scale strikes across Iran the following day, February 28 .
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Because of the closure of the Strait of Hormuz, gas prices jumped sharply, rising from
$4.67 per gallon in California at the end of February to $5.90 on March 31 , up $1.23 per
gallon (+26%). The sudden shift in gas prices had economists and investors concerned
about inflation and the Federal Reserve’s response to price stability. Their dual mandate is
to maintain price stability and promote maximum employment. With inflation looming,
mortgage rates immediately spiked and topped 6.5% in just three weeks. As hostilities
dragged on, rates surpassed 6.75% in July and stayed there for most of August. Then, at
the end of August, the U.S., in a diplomatic shift, paused military strikes in exchange for
economic pressure through an aggressive sanctions program, indicating that a ceasefire
and eventual peace deal would not occur until after the mid-term election. As a result, rates
rapidly climbed and breached 7.5% by the end of September. 
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To put the rise in rates in perspective, buyers seeking a $6,000 per month principal and
interest payment with 20% down would have been looking at a $1,251,250 home at the end
of February, with rates at 6%. Today, with rates at 7.5%, that same buyer is now looking at a
$1,072,500 home, or $178,750 less in purchasing power.

Another way to look at decreased affordability is to compare payments on a home at a
fixed price as rates drop. For a $1.2 million home with 20% down, the payment is $5,756 at
6%. At 7.5%, the payment rises to $6,712 per month, an increase of $956 per month, or
$11,472 per year. 

In February, buyer demand was poised to outperform 2023 through 2025, just in time for
the Spring Market. However, rising mortgage rates brought that to an abrupt halt. Year-over-
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Homeowners continue to “hunker down” in their homes, unwilling to move because of their
current, underlying, locked-in, low fixed-rate mortgage. This trend has eased from the lows
set in 2023. Through September, 23,808 homes were listed in Orange County, 8,605 fewer
than the 3-year average before COVID (2017-2019), or 27% less. In 2025, 24,144 homes
entered the market (1% more), compared with 21,845 in 2024 (8% fewer) and 18,733 in
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The active listing inventory decreased by 28 homes over the past two weeks to 4,924
(-0.6%). Inventory levels are not changing much from week to week, very similar to 2023.
Typically, inventory would have already peaked and then slowly, methodically declined
week to week. Yet, as in 2023, it will remain elevated until the end of the Autumn Market,
the week before Thanksgiving. With much higher mortgage rates, there are far fewer
pending sales. As a result, the inventory remains elevated, with more sellers languishing on
the market without success. Then, in the midst of the holidays, the inventory will drop
rapidly through the end of the year, with fewer homes coming on the market and many
unsuccessful sellers throwing in the towel and delisting. 

Last year, the inventory was 4,478 homes, down 446 homes (-9%). The 3-year average
before COVID (2017 through 2019) was 6,306, an additional 1,382 homes, or 28% more.

year demand remained remarkably similar for a fourth consecutive year. Then, the recent
spike in mortgage rates further eroded affordability, weakened demand, and caused the
market to decelerate rapidly. Today, inventory is up 10% compared to last year, demand is
down 21%, and the Expected Market Time has climbed from 85 days last year to 118 today.
With mortgage rates surging, the Orange County housing market has stalled.



2023 (21% fewer). 
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Demand, a snapshot of the number of new pending sales over the prior month, fell from
1,349 to 1,249 over the past couple of weeks, down 100 pending sales (-7%), its lowest
October reading since 2007. In just four weeks, demand has dropped by 219 pending sales
(-15%). This unprecedented drop reflects a quick spike in mortgage rates from 6.75% to
7.5%, similar to the jump in September 2022. Rates have remained around 7.5%, allowing
the market to slowly absorb the new, higher-rate environment. Demand should stop its
rapid decline as long as rates do not suddenly climb further in the coming weeks. 

Last year, demand was 1,582 pending sales, up 333 (+27%). The 3-year average before
COVID (2017 to 2019) was 2,206 pending sales, 77% more than today, or an additional 957.

As the Federal Reserve has indicated, it is essential to monitor all economic releases for
signs of a slowdown. These releases can cause mortgage rates to rise or fall, depending on
how they compare with market expectations. It is also important to monitor any
developments in the Iran conflict and its impact on the oil market, and ultimately inflation,
which can also cause mortgage rates to rise or fall. This week, the Consumer Price Index
(CPI) and the Producer Price Index (PPI), two key inflation indicators, will be released. Next
week, the S&P Global Manufacturing and Services Purchasing Managers Index (PMI) will be
released, which tracks the strength of the U.S. manufacturing and services sectors.

E X P E C T E D  M A R K E T  T I M EE X P E C T E D  M A R K E T  T I M E
T H E  E X P E C T E D  M A R K E T  T I M E  J U M P E D  B Y  E I G H T  D A Y S  O V E R

T H E  P A S T  C O U P L E  O F  W E E K S .
T H E  E X P E C T E D  M A R K E T  T I M E  J U M P E D  B Y  E I G H T  D A Y S  O V E R

T H E  P A S T  C O U P L E  O F  W E E K S .

With the supply of available homes declining by 28 homes, down 0.6%, and demand falling
by 100 pending sales, down 7%, the Expected Market Time (the number of days it takes to
sell all Orange County listings at the current buying pace) increased from 110 to 118 days
in the past couple of weeks, its highest reading since April 2020 during the COVID
lockdown.

Last year, it was 85 days, noticeably faster than today. The 3-year average before COVID
(2017 to 2019) was 87 days, also considerably faster than today. 

The Expected Market Time for condominiums and townhomes increased from 128 to 139
days in the past two weeks. It was 83 days last year. For detached homes, the Expected
Market Time increased from 99 to 105 days. It was 86 days a year ago. The detached-home
market remains significantly faster than the attached-home market.

O R A N G E  C O U N T Y  E X P E C T  M A R K E T  T I M E  C H A R T
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Over the past couple of weeks, the luxury inventory for homes priced above $2.5 million
(the top 10% of the Orange County housing market) decreased from 981 to 952, down 29
(-3%). Luxury demand decreased from 160 to 156 pending sales, down 4 (-3%). With supply
and demand dropping at a similar pace, the Expected Market Time for luxury homes priced
above $2.5 million decreased slightly from 184 to 183 days. 

Year over year, the active luxury inventory is down by 127 homes (-12%), and luxury demand
is down by 11 pending sales (-7%). Last year’s Expected Market Time was 194 days, similar
to today.

Over the past two weeks, the Expected Market Time for homes priced between $2.5 million
and $4 million rose from 121 to 125 days. For homes priced between $4 million and $6
million, the Expected Market Time increased from 218 to 224 days. For homes priced
above $6 million, the Expected Market Time decreased from 454 to 379 days. Luxury is at
183 days overall. At this pace, a seller would likely become a pending sale around April
2027.
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INVENTORY: The active listing inventory in the past couple of weeks decreased
by 28 homes, and now stands at 4,924 (-0.6%). Last year, 4,478 homes were on
the market, 446 fewer homes (-9%). The 3-year average before COVID (2017 to
2019) was 6,306, which is 28% higher. From January through September, 27%
fewer homes came on the market than the 3-year average before COVID (2017
to 2019), 8,605 fewer. There were 336 fewer than last year, 1,963 more than in
2024, and 5,075 more than in 2023. 

DEMAND: Buyer demand, the number of pending sales over the prior month,
plunged by 100 in the past two weeks and now stands at 1,249, down 7%, its
lowest October reading since 2007. Last year, there were 1,582 pending sales,
up 27%. The 3-year average before COVID (2017 to 2019) was 2,206, which is
77% higher than today. 

MARKET TIME: With supply slowly falling compared to plunging demand, the
Expected Market Time, the number of days to sell all Orange County listings at
the current buying pace, increased from 110 to 118 days in the past couple of
weeks, its highest level since April 2020 during the COVID lockdowns. Last year,
it was 85 days, much faster than today. The 3-year average before COVID (2017-
2019) was 87 days, also quicker than today.

LUXURY: Over the past two weeks, the Expected Market Time for homes priced
between $2.5 million and $4 million rose from 121 to 125 days. For homes
priced between $4 million and $6 million, the Expected Market Time increased
from 218 to 224 days. For homes priced above $6 million, the Expected Market
Time decreased from 454 to 379 days.

DISTRESSED HOMES: Short sales and foreclosures combined comprised only
0.3% of all listings and 0.4% of demand. Orange County has six foreclosures and
11 short sales available today, bringing the total distressed homes on the active
market to 17, up four from two weeks ago. Last year, 10 distressed homes were
on the market, similar to today.

CLOSED SALES: There were 1,755 closed residential resales in August, down 6%
from August 2025’s 1,875 sales, and down 9% from July 2026. Orange County's
sales-to-list price ratio was 99.5%. Foreclosures accounted for 0.17% of all
closed sales, and short sales accounted for 0.11%. That means that 99.72% of
all sales were sellers with equity.
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