
11

WHAT’S THE MATTER WITH CALIFORNIA?

Aaron Terrazas, Senior Economist

Zillow Economic Research

Housing (un)affordability in the Golden State
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SOME BASIC DATA ON THE                                
SAN FRANCISCO HOUSING MARKET
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Median home value: The Bay Area vs the rest of America
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Home value growth has slowed elsewhere, but not in the Bay Area
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Unlike the past, price gains have not been driven by turnover
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ZHVI Forecast for the Next 12 Months

United States: 2.4%

San Francisco metro: 3.6%

Strongest:
• 94027 (Atherton)
• 94124 (Hunters Point)
• 94063 (Redwood City)
• 94025 (Menlo Park)

Weakest:
• 94599 (Yountville)
• 94903 (San Rafael)
• 94020 (La Honda)
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SOME UGLY NUMBERS
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Some ugly numbers

• 10 of the 11 least affordable housing markets in the United States are in California

• Mortgage affordability is worse than the nationwide average in 24 of California’s 25 
metro areas

• To buy the average San Francisco home the average San Francisco household would 
have to spend more 41 percent of their gross (pre-tax) income on their mortgage

– Depending on their tax bracket, dependents and deductions, that’s roughly anywhere from 
half to two-thirds of their net (after-tax) income.

– If/when mortgage rates rise to 5 percent (30-year fixed rate), the share of pre-tax income 
required for the typical mortgage in San Francisco will increase to 49 percent. 

• Nearly 1 in 4 San Francisco renters thinks they will never be able to buy a home –
higher than any other metro in the country – according to the July 2015 Zillow Housing 
Confidence Survey.
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Any way you look at it, homes are expensive in California…
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…Even compared to the historically high housing cost burden that 

Californians are accustomed to.

United States
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If you think it’s bad now, just wait until (if?) interest rates start to rise.
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IS IT DEMAND?
The iPhone, Dodd-Frank, and in-migrants
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As featured in the Wall Street Journal this Monday, blame the iPhone
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Home values have grown across California; incomes have not.
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Mortgage access remains tight(ish)

Dodd-Frank 
Law enacted

Q1 2015: 
~2/3 back to 

where we 
were in 2002
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Social networks are increasingly important for first-time buyers
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…Although not necessarily those who one might expect
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*Young adults age 18-34 Source: Zillow Housing Confidence Survey, July 2015.

Bay Area millennials are 
bullish on home ownership… …But bearish on the Bay Area
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But are they really “over” the Bay Area as some Chicken Littles would 

have you believe?
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IS IT SUPPLY?
Negative equity (not here!) and new construction
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Nationwide, negative equity is still a problem, holding down bottom tier 
inventory. But negative equity is exceptionally low in San Francisco (3%)…
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Construction isn’t keeping up with the newcomers
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Even as density is increasing
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Don’t count on Boomers to free up supply… quite yet

Min: 5.6% 
at age 71

Biggest jumps at 
age 80 and 85
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CONCLUSIONS (SORT OF?)
Section Subtitle
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So what’s the matter with California?
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Check out zillow.com/research for data, analysis, and more


