
 
 
 
 
Orange County Housing Report:  Where are the Discretionary Sellers?                                        February 17, 2011 

 
Good Afternoon!  
 
The active listing inventory is expanding at a time where homeowners should really be asking if they really have 
what it takes to market successfully sell their homes in today’s market. 
 
The Active Listing Inventory: Too many sellers are popping on the market, a sign that they still have unrealistic 
expectations. 
Prior to cheers of “Happy New Year” my biggest concern for 2011 was that buyers and sellers would have unrealistic 
expectations of the Orange County housing market.  We are only a month and a half into the year and there are already 
ominous signs that homeowners missed the valuable lesson from 2010: many sellers were unsuccessful in selling their 
homes and were overpriced.  In 2010, the inventory increased unabated until it peaked in mid-September, growing from 
7,293 to 11,892 homes, a 63% increase.  From mid-September to the end of 2010, the inventory dropped by 15% as 
many sellers threw in the towel and pulled their homes off of the market.  Unfortunately, many homeowners that pulled the 
plug during the autumn and holiday markets are opting to place their homes right back on the market today.  The word on 
the street is that they are sticking very close to their prior unsuccessful list prices.  The real estate market has not 
changed, so how can they be successful the second time around.  They are doing the exact same thing but expect 
different results.  That just is not a recipe for success.  The real estate market has not changed much over the past couple 
of years in terms of sales and it is not likely to change anytime soon.  Sellers need to plan according to the market reality 
and price their homes realistically, heed the advice of their REALTORS®, pack their patience and complete a gut check.  
Do they really have the stomach to do whatever it takes to sell their home?  If not, why put their family through the 
rigmarole of exposing their home to the market.  In the fourth quarter of 2010, 5,828 homeowners pulled their homes off of 
the market, 55% of the current active inventory.  Sure, many may have placed their homes right back on the market, but 
most were giving up on 2010.  Let’s take a close look at January closed sales.  On average, sellers had to reduce their 
asking price by 4% prior to procuring a successful offer.  The final sales price was, on average, another 3% off of the 
asking price.  Remember, I am referring to only successful sellers.  Most sellers are being overzealous in placing their 
homes on the market initially.  It ultimately is a waste of market time. It is better for sellers to take their time in arriving at 
the price, carefully scrutinizing the most recent comparable sales and pending sale activity.  Active listings do not carry 
much weight in pricing unless the home is underpriced. 
 
So far this year, the active listing inventory has grown unabated, adding an additional 7%.  In the past two weeks alone, 
the inventory has added 289 homes and now totals 10,678.  Last year at this time the inventory was at 8,135 homes. 
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Buyer Expectations:  low ball offers are another recipe for disaster and a waste of everybody’s time. 
As the chart above illustrates, there is some flexibility in pricing, just not what most buyers expect.  Many buyers hop into 
a car to tour Orange County in search of their next home with the expectation that they are going to find an incredible 
deal.  However, on average, homes in Orange County sell for only 3% off of their asking prices.  For homes priced below 
$500,000, they sell for only 2% off of their asking prices.  For a home priced at $500,000, that’s only $10,000 off of the 
asking price.  Still, many buyers ignore market realties and write offers at 10 or 15% off of the asking price, after all, it’s a 
depressed, buyer’s market, correct?  WRONG.  The expected market time for the county is at 3.65 months, a slight 
SELLER’s market.  As the spring market unfolds, the expected market time is actually going to drop further.  So, if it is a 
seller’s market, why aren’t homes appreciating?  It’s simply because there are too many distressed homes on the market, 
38% of the active listing inventory.  The distressed market is keeping a lid on any real price appreciation.  Absent 
distressed homes, prices would rise.  Like sellers, buyers learn from trial and error.  As the market heats up and some 
homes generate multiple offers, buyers will learn the realities of the current market quickly.  Lower price ranges have less 
flexibility and higher ranges have more flexibility.  An aggressively priced home will garner more interest than an 
overpriced home.  Buyers need to carefully analyze each home to obtain the real fair market value to determine the best 
strategy in pursuing a home.  Buyers that wish to write low ball offers will be as successful as sellers who overprice their 
homes. 
 
Housing Demand: Demand grew by another 8% in the past two weeks. 
Historically, New Year’s Day is the slowest time of the year in terms of demand.  Demand, the number of new pending 
sales over the prior month, has increased by 58% since then, adding an additional 1,856 homes and now totals 2,923.  In   
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the past two weeks, demand has increased by 8%, adding 205 pending sales.  Up to this point, demand was a mirror of 
2009.  It now outpaces 2009 by 4%.  Let’s hope that this trend continues for the overall health of the Orange County 
housing market. 
 
The Distressed Market: if you are holding your breath waiting for the distressed inventory to accelerate, don’t.  
In the past five months, the active distressed inventory has remained almost unchanged, a difference of only 52 homes.  
In the past two weeks the active distressed inventory, both foreclosure and short sales, dropped by 26 homes, now 
totaling 4,078.  There are 708 foreclosures on the market, shedding 18 homes in the past two weeks.  The expected 
market time for foreclosures is an astonishing 1.48 months, an incredibly hot seller’s market.  There are currently 3,370 
short sales on the active market with an expected market time of 2.85 months, also a seller’s market.  The distressed 
inventory will rise slightly in 2011, but buyers can expect a lot of competition and sales prices at or close to their asking 
prices. 
 
Have a wonderful weekend. 
 
Sincerely,  
Steven Thomas 
Broker 
Cell      949.874.8221 
 

Copyright 2011 - Steven Thomas, Broker - All Rights Reserved.   This report may not be reproduced in whole or part 

without express written permission by author. 
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