
California Real Estate Forecast 2016, and  
Local Real Estate Update for January Sales 
 
On February 10, about 200 real estate agents and associated industry professionals 
gathered to hear Leslie Appleton-Young, VP and Chief Economist for California’s 
Association of Realtors, discuss the main trends that are affecting the California real 
estate market in 2016. She predicts a median price increase of 3.2% for California this 
year, compared to 6.2% increase in 2015. 
 
Ms. Appleton-Young pointed out the positive economic trends affecting real estate, such 
as job and income growth, low mortgage rates, more flexible lending standards, and 
more new households being formed. On the flip side, the supply of homes for sale is 
quite low, the baby boomer generation is staying in their homes longer (so there are 
fewer homes for sale), there are not a lot of first time buyers, and many people, 
particularly young adults, are looking outside of California for home purchases. 
 
For all of you folks out there still hoping for that incredible foreclosure deal, Ms. 
Appleton-Young says you are pretty much out of luck for now. She called the recent 
recession and foreclosure crisis a “once-in-a-generation buying opportunity”. Now, 
foreclosures and short sales make up only about 6% of all California home sales, 
compared to about 60% of California sales at several points during the recession. Times 
have certainly changed since 2009, and the real estate market has rebounded 
tremendously, with 2013 being the year of the most accelerated recovery. 
 
So where is the market headed on the South Coast? The final sales data for January is 
in, and like most Januarys, it was a relatively slow month and a hard one to base any 
predictions on for the year ahead. However there are a few things to point out. 
 
The number of sales overall for January was 93 units, so activity was down over 16% 
compared to last January’s 111 units sold. The median sold price of condos in January 
was $560,000, which is considerably lower than the 2015 condo media price of 
$597,500. However, the overall median price of houses and PUDs (planned unit 
development homes) for January was a whopping $1,394,000. That’s certainly a big 
number, well above the $1,100,000 median price for 2015 as a whole, but one month is 
not indicative of a trend. It is highly likely that the overall median price of homes will be 
lower than this over the coming months. Remember, the median is the midpoint of all 
sale prices and it reflects the mix of homes sold, which changes from month to month. A 
broader look at median price changes over several months is more indicative of price 
trends.  
 
One thing to watch in the January sales data: Compared to last summer and to last 
January, all sectors of our market have had slightly higher numbers in the Months of 
Inventory (MOI) column. This measure indicates how many months it theoretically would 
take to sell all of the homes on the market if no other homes were listed, and it is based 
on the number of available properties and how fast they are selling each month. Months 
of inventory is a great indicator of how “hot” the real estate market is, with lower months 
of inventory levels for the hotter markets.  
 
For homes and condos combined, the overall months of inventory for the South Coast in 
January was 3.5 months, compared to 3.0 months in January 2015. The overall number 
has been over 3.0 since October. Yes, inventory tends to build a little in fall and winter, 



but I’ve noticed we also have significantly more properties coming on the market in 
February than are going into escrow. Months of inventory could certainly dip down under 
3.0 again as the spring buying season gets into full swing, but right now the market is a 
little cooler than it was last January. 
 
Increasing home inventory, especially when combined with a decrease in closed and 
pending sales, brings us ever closer to tipping the scale from a sellers market to a 
balanced market to a buyers market, so it pays to keep an eye on the months of 
inventory figures if you are planning to buy or sell a property. Generally speaking, the 
lower the months of inventory, the more power sellers have in negotiating price and 
terms of a sale; the higher the months of inventory rises, the more the power shifts 
toward buyers.  
 
Overall, in 2016 the South Coast is approaching a balanced market, and it looks like 
another good year for local real estate. The busy season for sales is just around the 
corner, and some great properties are coming on the market this month already. Just 
like last year, we have a sweet combination of price strength for sellers and relatively 
decent affordability for buyers due to low interest rates. Local Realtors are available to 
help both buyers and sellers make the most of this market, whether it is providing 
accurate pricing information and helping you prepare your home for sale, or assisting 
you through the buying process from start to finish. 
 
Sue Irwin is a full-time real estate professional with Berkshire Hathaway HomeServices and Chair 
of the Statistical Review Committee for the SB Association of Realtors. She writes a local real 
estate blog at www.santabarbarasue@wordpress.org and monthly Sue’s News real estate 
newsletter; client reviews are available on Zillow.com. 
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Houses/PUDs 74 $1,394,000 67 250 3.7 74 $1,394,000

Carp/Summerland 1 $695,000 6 24 *--- 1 $695,000

Montecito 19 $4,000,000 13 79 6.1 19 $4,000,000

Santa Barbara 34 $1,285,000 33 96 2.9 34 $1,285,000

Hope Ranch 0 $0 1 12 *--- 0 $0

Goleta 20 $832,500 14 39 2.8 20 $832,500
Condos 27 $560,000 26 76 2.9 27 $560,000
Totals 101 $1,100,000 93 326 3.5 101 $1,100,000

Santa Barbara South Coast
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2016 Year-To-Date January 2016

* Due to a small number of sales each month, Months of Inventory cannot accurately be calculated.
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