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As many Californians struggled to gain a foothold in homeownership early this 
year, a surging stock market and other forces lifted sales of $1 million-plus homes 
to the highest level ever for a first quarter.   

The number of California homes that sold for $1 million or more totaled 10,562 
during the January-through-March period, up 11.7 percent year over year and the 
highest on record for a first quarter. Luxury homebuyers purchased 2,523 homes 
priced at $2 million or more in the first quarter, up 11.8 percent year over year and 
also a record for a first quarter (Figure 1).   
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Historically there’s often been a correlation between a rising stock market and an 
increase in luxury home sales (Figure 2). Higher stock values can make potential 
homebuyers feel wealthier and in some cases stock proceeds are reinvested in real 
estate. Job growth and higher consumer confidence are among the other likely 
drivers of the record $1 million-plus sales last quarter. 

 

Also, as price appreciation continues more homes reach or exceed the $1 million 
mark. On average, $1 million-plus homes that sold last quarter were a bit smaller, 
and situated on smaller lots, compared with the average home and lot size for $1 
million-plus sales over the past decade (more on this below). Last quarter’s share 
of $1 million-plus sales that were newly built homes – 11 percent – was lower than 
a year earlier, when it was 13.9 percent, but higher than the 10-year quarterly 
average of 8.4 percent. While the number of sales of existing (resale) $1 million-
plus homes hit a first-quarter record high in this year’s first quarter, sales of $1 
million-plus newly built homes were about 12 percent lower than a year earlier and 
about 30 percent below the first-quarter record set in 2006.    

California’s all-time high for the total number of $1 million-plus sales was 15,222 
in second quarter 2016, which is also when the state experienced an all-time high 
of 3,508 sales of $2 million-plus homes. 



 

Total California home sales – including all price levels – last quarter were the 
highest for a first quarter in five years, but the number of sales of homes priced 
below $500,000 was the lowest for any quarter in nine years, since first quarter 
2008. Home price appreciation and tight inventories in many markets have led to 
fewer sub-$500,000 sales. Last quarter 59.3 percent of all sold homes were priced 
below $500,000 – roughly the same level as during the previous three quarters and 
the lowest for any quarter in nearly a decade, since third quarter 2007 (Figure 3). 

Last quarter the share of homes that sold for $1 million or more – 10.9 percent – 
was the second-highest on record for any quarter, behind 11.7 percent in second 
quarter 2016. The share of all homes that sold last quarter for $2 million or more – 
2.6 percent – was also the second-highest on record, behind 2.7 percent in second 
quarter 2016. 

Of the homes that sold for $1 million or more last quarter, nearly 77 percent sold 
for $1 million to $2 million, and the vast majority (91 percent) sold for no more 
than $3 million. 

Other highlights from California’s $1 million-plus home sales in first quarter 2017: 



• Roughly 78 percent of the $1 million-plus sales last quarter were existing 
(not new) detached houses, up from about 75 percent a year earlier but 
below the 10-year quarterly average of about 82 percent. About 11 percent 
of last quarter’s sales were existing condos, roughly the same as a year 
earlier and above the 10-year quarterly average of around 9 percent. 

• About 31 percent of the homes that sold for $1 million or more last quarter 
were purchased with cash, while nearly 43 percent of multi-million-dollar 
sales were bought with cash. 

• The average size of a $1 million-plus home sold last quarter was 2,739 
square feet, down from a 10-year average of 3,064 square feet. For resale 
detached houses the average was 2,825 square feet, while for resale condos 
it was 2,053. 

• On average, $1 million-plus homes sold last quarter had four bedrooms and 
three bathrooms. 

• The average lot size for a $1 million-plus home sold last quarter was 17,368 
square feet, down from a 10-year average of 19,370 square feet (for homes 
on 5 acres or less). 

• The five zip codes with the highest number of million-dollar-plus home sales 
last quarter were 92620 (Irvine); 92130 (San Diego, including Carmel 
Valley); 95125 (San Jose); 92037 (La Jolla, San Diego); and 92651 (Laguna 
Beach). 
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December is the holiday season for many people who take time off from work, 
travel and spend time with family. For many business, it’s the slow time of the 
year. However, with interest rates rising, home buyers this past December were in 
a hurry to lock in a mortgage rate. The housing market became so tight in 
December 2016 that the months of supply fell to 4.1 months, the lowest for a 
December since 2000. That means that it would only take four months to sell all 
the existing houses listed for sale at the December sales pace. The December 2016 
supply was about one quarter of the peak level of 16.2 months in January 2008, but 
higher than the trough of 3.5 months in June 2000. 



 

In recent years, the combination of a tight inventory and rising demand has fueled 
strong home-price gains that have outpaced household income growth, causing 
affordability constraints.  Figure 2 shows the ratio of median home price from 
CoreLogic and median income from the Bureau of the Census, with the ratio set to 
1 in 2000. When the ratio rises above 1, home prices are increasing faster than 
incomes. Only in 2011, three year after the financial crisis, did the price-to-income 
ratio go slightly below 1, and it has been rising since then.  Home-price growth has 
been especially strong for lower-price homes. According to my colleague Molly 
Boesel’s latest Home Price Index blog, the low-price tier increased 10 percent year 
over year in January 2017[1]. 
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A worsening affordability can lead to fierce bidding wars. Figure 3 shows the trend 
of average price reduction (sold price less list price) and the months of supply for 
December 2016 in the top 50 markets[2]. With tight supply, it becomes more 
difficult to bargain with the seller and multiple offers are more likely to happen. 
Among the top 50 markets, San Francisco and San Jose are the hottest two markets 
based on the tightest supply and the lowest average price reductions in the US. 
Seattle and Denver followed with less than two months of supply in December and 
average price reductions of less than 2 percent. 

 
 

 

[1] Molly Boesel’s Home Price Index Highlights January 2017 blog post 

[2] Top 50 by population from the markets that are covered by CoreLogic MLS 
data 
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