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The Great Recession was severe because lending standards were much looser than today’s
tight qualifications and strict standards. Low or no down payments were common, along
with low credit scores. Almost anyone could get a loan with a plethora of predatory
products available: subprime loans, pick-a-payment plans, teaser-rate adjustable
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Major earthquakes leave a lasting impact, one that can linger for years. In October 1989,
the 6.9-magnitude Loma Prieta earthquake struck the San Francisco Bay Area and shook
for roughly 15 seconds. It became known as the “World Series Earthquake” because it
struck just before Game 3 between the Oakland Athletics and San Francisco Giants at
Candlestick Park, with millions watching live on television. The game was postponed for 10
days. The destruction was unforgettable. A section of the Nimitz Freeway in Oakland
collapsed. Buildings crumbled. Lives were lost. For years afterward, every new tremor
brought back memories of that devastation, and many people instinctively braced for the
worst.

The Great Recession was an earthquake that shook the housing market to its foundation.
Home values plunged, foreclosures soared, and millions of homeowners were caught in the
devastating fallout. The experience left a lasting impression that, nearly two decades later,
every housing slowdown feels like another tremor. When home sales fall, demand weakens,
and homes take longer to sell, memories of 2008 immediately resurface. Yet, not every
tremor signals another major earthquake. Today's conditions are dramatically different
from those before the Great Recession. 

First, the housing market's path depends on supply and demand. The Orange County
inventory climbed to 16,000 homes in 2006, and then nearly reached 18,000 in 2007, which
is over three times what it stands today: 4,952. There was a glut of homes available
compared with today’s limited inventory. Demand was low because buyers did not want to
chase a market where values were plummeting. Today’s low demand stems from higher
mortgage rates, which have reduced affordability and weakened buyer interest.



O R A N G E  C O U N T Y
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That doesn't mean home values will not fall. According to the Zillow Home Value Index, in
Orange County, values dropped from July 2022 through March 2023, and from April 2025
through September 2025. Currently, they are up 2.8% year over year. Buyer demand will

mortgages, no-documentation loans, and fraudulent lending. Homeowners were using their
homes like ATMs, and a flood of cash-out refinances followed. 

Today, buyers are making higher down payments and have higher credit scores, without
predatory lending products. Very few homeowners are using their homes as ATMs. Cash-
out refinances remain heavily constrained in a higher-mortgage-rate environment. 

Today’s homeowners have plenty of equity, with $11.7 trillion of tappable equity (the
amount of home equity a homeowner can borrow against while still leaving a 20% equity
cushion), compared to $5 trillion (2006). An eye-opening 40% have no mortgage today, up
from 31% in 2006. There were 136,800 bankruptcies across the US during the second
quarter of 2026; from 2000 through 2005, the average was 575,000 per quarter. The
national delinquency rate from 2000 to 2005 averaged 4.35% compared to 3.53% today. 

Three essential ingredients are needed for home values to crash. All three must exist
together for plunging values to occur: excessive oversupply, low demand, and sellers who
must sell. Only one of the three exists today: low demand. Supply is still limited today
compared with the glut of homes available during the Great Recession, and not enough
sellers really must sell. With the loose lending standards and predatory lending products
that led up to the Great Recession, Orange County saw 1,521 closed foreclosures and short
sales in 2007. That ballooned to 10,244 in 2008 and 13,008 in 2009. It remained above
10,000 per year from 2008 through 2012. In 2025, 41 foreclosures and short sales closed.
In 2026, through August, 25 closed. With tight qualification and strict lending standards,
high credit scores, low fixed mortgage rates, large down payments, and plenty of equity,
few homeowners end up in a financial pickle.
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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
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The active listing inventory increased by 13 homes over the past two weeks to 4,952 (nearly
unchanged). Although inventory peaked in August, it isn't behaving as it typically does after
reaching its annual peak. Normally, it drops each week slowly throughout the Autumn
Market. Yet, with mortgage rates recently surging, demand has been impacted. The lower
demand has resulted in fewer new pending sales. That means more unsuccessful sellers
languishing on the market, increasing competition among sellers. This market shift will
keep inventory higher through the Autumn months and will not materially drop until housing
transitions to the Holiday Market in mid-November. At that point, fewer homes will come on
the market, and many unsuccessful sellers will throw in the towel and delist. 

Last year, the inventory was 4,576 homes, down 376 homes (-8%). The 3-year average
before COVID (2017 through 2019) was 6,400, an additional 1,448 homes, or 29% more.

diminish as mortgage rates climb from 6% in February to 7.5% today (Mortgage News
Daily). As a result of this demand pressure, home values are poised to slowly drop month to
month until mortgage rates fall again. Lower demand readings, down from 1,528 pending
sales a month ago to 1,349 today (-12%), have shifted the Orange County housing market
toward buyers. 

The bottom line: No imminent housing crash is lurking around the corner. The data and key
ingredients don't support a plunge in home prices. 
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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 is jobs week, which includes
the number of job openings, wages, and the number of jobs created or lost, one of the
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Demand, a snapshot of the number of new pending sales over the prior month, fell from
1,468 to 1,349 over the past couple of weeks, down 119 pending sales (-8%), its largest
drop of the year. It is the lowest September demand reading in Orange County since 2007.
Mortgage rates increased from 6% in February to 6.75% in August. Since the end of August,
rates have been jumping higher each week, reaching 7.5% today, up three-quarters of a
percentage point in just four weeks. That is the largest monthly increase since 2022, when
the Federal Reserve rapidly raised the Federal Funds Rate from March 2022 through July
2023. The recent sharp rise in mortgage rates has resulted in a substantial downshift in
demand. 

Last year, demand was 1,609 pending sales, up 260 (+19%). The 3-year average before
COVID (2017 to 2019) was 2,262 pending sales, 68% more than today, or an additional 913.

set in 2023. Through August, 21,374 homes were placed on the market in Orange County,  
8,010 fewer than the 3-year average before COVID (2017-2019), 27% less. In 2025, 21,889
homes entered the market (2% more), compared with 19,542 in 2024 (9% fewer) and 16,770
in 2023 (22% fewer). Slightly fewer homes have been coming to market this year than last.
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With the supply of available homes rising by 13 homes, nearly unchanged, and demand
falling by 119 pending sales, down 12%, the Expected Market Time (the number of days it
takes to sell all Orange County listings at the current buying pace) increased from 101 to
110 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 86 days, also considerably faster than today. 

The Expected Market Time for condominiums and townhomes increased from 115 to 128
days in the past two weeks. It was 87 days last year. For detached homes, the Expected
Market Time increased from 92 to 99 days. It was 84 days a year ago. The detached-home
market remains significantly faster than the attached-home market.

month’s most important economic data points. Additionally, the Personal Consumption  
Expenditures – Price Index (PCE), the Fed’s preferred inflation gauge, will be released on
Wednesday. Next Monday, the ISM Services PMI will be released, a monthly economic
indicator that measures the health and direction of the U.S. service sector.
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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) increased from 979 to 981, up 2 (nearly
unchanged). Luxury demand plunged from 187 to 160 pending sales, down 27 (-14%). With
supply unchanged and demand dropping, the Expected Market Time for luxury homes
priced above $2.5 million increased from 157 to 184 days. 

Year over year, the active luxury inventory is down by 154 homes (-14%), and luxury demand
is down by 22 pending sales (-12%). Last year’s Expected Market Time was 187 days,
nearly identical to today.

In the past two weeks, the Expected Market Time for homes priced between $2.5 million
and $4 million increased from 106 to 121 days. For homes priced between $4 million and
$6 million, the Expected Market Time increased from 195 to 218 days. For homes priced
above $6 million, the Expected Market Time increased from 345 to 454 days. Luxury is at
184 days overall. At this pace, a seller would be looking at becoming a pending sale around
March 2027.
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INVENTORY: The active listing inventory in the past couple of weeks increased
by 13 homes, and now stands at 4,952 (nearly unchanged). Last year, 4,576
homes were on the market, 376 fewer homes (-8%). The 3-year average before
COVID (2017 to 2019) was 6,400, which is 29% higher. From January through
August, 27% fewer homes came on the market than the 3-year average before
COVID (2017 to 2019), 8,010 fewer. There were 515 fewer than last year, 1,832
more than in 2024, and 4,604 more than in 2023. 

DEMAND: Buyer demand, the number of pending sales over the prior month,
plunged by 119 in the past two weeks and now stands at 1,349, down 8%, its
largest drop of the year and its lowest September reading since 2007. Last year,
there were 1,609 pending sales, up 19%. The 3-year average before COVID (2017
to 2019) was 2,262, which is 68% higher than today. 

MARKET TIME: With the supply unchanged and demand plunging, the Expected
Market Time, the number of days to sell all Orange County listings at the current
buying pace, increased from 101 to 110 days in the past couple of weeks. Last
year, it was 85 days, much faster than today. The 3-year average before COVID
(2017-2019) was 86 days, also quicker than today.

LUXURY: In the past two weeks, the Expected Market Time for homes priced
between $2.5 million and $4 million increased from 106 to 121 days. For homes
priced between $4 million and $6 million, the Expected Market Time increased
from 195 to 218 days. For homes priced above $6 million, the Expected Market
Time increased from 345 to 454 days.

DISTRESSED HOMES: Short sales and foreclosures combined comprised only
0.3% of all listings and 0.5% of demand. Six foreclosures and seven short sales
are available today in Orange County, bringing the total of distressed homes on
the active market to 13, up one from two weeks ago. Last year, 12 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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