Institutional Investors have a Small Market Share, Rates Headed Down

California Housing Market Likely to
Post Positive Numbers in 2026

By David R. Walker
California’s housing market in 2026 is expected to post higher sales, higher prices,

and even a slight improvement in the housing affordability index, despite a list of
issues that could impact and slow the growth of the state and national economies.

That was the general conclusion of a detailed market forecast presented
recently to more than 53 Southland Regional Association of local
REALTORS® brokers, owners and office managers by Oscar Wei,
Deputy Chief Economist at the California Association of REALTORS®.

Leading the way in that relatively upbeat forecast was the likelihood of I
two cuts in interest rates that could see 30-year fixed rate mortgages
plunge to a three-year low of 6.0%, down from the 6.7% of 2024 and
6.6% in 2025.

“My speculation is the Fed will likely cut rates in March and again in July,” Wei said.

And that could trigger a 1% improvement in C.A.R.’s housing affordability index, just enough to
keep forward momentum going in the local housing resale market. After dipping to 16% in 2024,
the affordability index rose to 17% in 2025 and 18% is projected for 2026.
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Other policy-related risk that could affect
the economy E

Concerns about the
impact of tariffs are
pushing inflation up

# of jobs lost if ACA tax credits are not extended

« Americans who buy their health insurance on the
Affordable Care Act (ACA) no longer have access to even as the U.S.
enhanced premium tax credits to help defray the cost of
their coverage. economy expanded at
+ If Congress takes no action to extend them, nearly 5 the fastest pace in two
million people are estimated to become uninsured in
2026, and insurance premium will soar for millions more. years
+ The loss of ACA credits could lead to nearly 340k jobs So——
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lost across the U.S. in 2026. . . .
Wei said it’s a “K-
shaped economy,”
with some parts of the

+ House passed a bill to extend ACA health care subsidies
for three years.

« Abipartisan Senate group is working toward a solution
separate from the House bill, but they don't yet have an
agreement.

economy recovering
and some parts
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stagnating or sinking. California consumers, he said, have been “fairly resilient,” with the
economy growing 4.3% in the 3™ Quarter and 2025 holiday sales that could surpass $1 trillion,
leading to a 4™ Quarter expectations of between 3.7% and 4.2%.
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For example, the non-
renewal of the Affordable Care Act tax credits could see nearly 5 million people become
uninsured in 2026. Insurance premiums will soar for millions more.

That could translate into 20,000 jobs lost in California and nearly 340,000 job cuts across the
nation, he said.

Tarifts will lower economic growth in the short run and the long run, he said.

Plus, home insurance premiums will continue to climb —up 21% in California — with more
increases coming. “Most likely we’ll see a double-digit increase in California homeowner’s
insurance again,” Wei said.

Tariffs overall will increase housing costs by about 5%.

Institutional investors have a small ' Purchases of single-
market share family homes
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homes sold only to owner occupants.

Last year nationwide about “12% of homes sold for investment purposes,” he said. “About 10%
of those were purchased by institutional buyers.”

“The impact of buying by institutional investors is actually very small, maybe 1% to 2% of
California sales,” Wei said.

California housing market outlook Finally, Wei said
the supply of
I e e e I
homes is
SFH Resales (000s) 4177 4249 4026 3980 4119 4445 3430 2579 269.2 269§0 274.4 projected to
% Change 20% 1.7% -52% -12% 35% 7.9% -228% -248% 44% -01% 2.0% Cllmb about

10% in the new
year, tariffs will

increase housing
31% 29% 28% 31% 32% 26% 19% 17% 16% 17% 18% costs by about

Median Price ($000s) $502.3 $537.9 $569.5 $592.4 $659.4 $784.8 $819.4 $814.3 $865.4 $873.9 $905.0

% Change 54% 7.1% 59% 40% 11.3% 19.0% 44% -06% 63% 1.0% 3.6%

Housing Affordability
Index

30-Yr FRM 36% 40% 45% 39% 31% 30% 53% 68% 67% 66% 60% 5%, more first-

time buyers are

expected to enter the market, and the clouds on the horizon may discourage international buyers,
especially as policy uncertainties remain.

Final thoughts

»  Economy will post a gain in 2026 but will be soft in first half.

*  Fed will cut rates twice: March and July?

+ Rates will continue to trend down but dgn't expect a sharp decline.

*  Homeowner insurance premiums are expected to rise by 7% - 10%.
»  Housing affordability will improve slightly as prices continue to climb.
*  Lock-in effect eases further with supply projected to climb near 10%.
*  More first-time buyers entering the market in the next 12 months.

+ May see a pullback in international buyers as policy uncertainty remains



