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Are We in a Recession? 
(the same question we asked in Aug) 

The Fed wants things to slow down.  Things are slowing down all over.  

Many ask how this compares to 2008?  What’s different between then and now? 

First up: Negative Equity.  One reason there were so many foreclosures in 2008 

was a lack of equity.  That made it easier for homeowners to walk away from their 

homes.  During The Great Recession, a negative equity position was experienced 

by 30% of all homeowners, resulting in foreclosures and REOs becoming the 

major market factor.

.



Today, California homeowners with no equity in their homes represent less than 1% of all 
California homeowners.   
A downward price correction of 5% would raise the negative equity figure to only 2.3%.  
Versus 30% in 2008.   



Homeowners today have a lot of “skin in the game”.

One reason for the improved equity position of California homeowners today is 
that, as we know, mortgage lenders have been much more conservative in lending 
than in 2006.  Buyers with zero down payment represented only 2.8% of all buyers 
in 2021, versus 21.1% in 2006.  

Today, less than 2% of homeowners have more than one mortgage, as compared 
to over 43% in 2006. 

In 2006, a third of all mortgages were adjustable, whereas today 98% of 
mortgages are fixed rate, many of those at historically low fixed rates.





Asking Price?

Next up is a graph of the percentage of sales are occurring above the asking price.  
Going back six years, to 2017, the average was around 30%.  During the pandemic, 
we were up around 70%, but have recently dropped significantly to 44%.  Things 
are slowing down.

We know the seasonal cycle of discounting is more prevalent in the winter months, 
with less discounting in the busy summer months.  The past two pandemic years 
have seen overbidding become the norm, but recent figures show overbids are 
coming down to their historical averages.
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