The News and Intelligence You Need on Luxury

RESEARCH

T echn ology booms, steady pr ices lead to
sur ge in pr oper ty sales
October 5, 2015

Bellevue, WA Redfin lis ting

By FORREST CARDAMENIS

Luxury real estate prices hardly budged in the second quarter of 2015, but that understates the vast differences in
growth rates across different cities, according to a report by national brokerage Redfin.

By contrast, the rest of the market has grown noticeably, with prices up 4 percent year-over-year, and sales for homes
priced above $1 million skyrocketed. An increase in demand due to lowered prices in the second quarter, along
with uncertainty in the stock market in the third quarter may lead to slowed growth in both sales and price.
"T hough prices were already at a standstill in Q2, sales of $1 million homes surged 14 percent," said Nela
Richardson, chief economist at Redfin, Seattle. "I expect the pace of luxury sales to slow in the next report. T he
luxury market will probably take a pause as investors, foreign buyers and high-wealth individuals looking for
vacation homes sort out whether there will be a prolonged correction in the stock market."
Coast to coast
Luxury real estate, defined by Redfin as properties in the top 5 percent of value, increased, on average, a mere 0.4
percent. T hat said, a number of luxury markets have experienced enormous growth in the past year, with Palm Beach
Gardens, FL, leading the pack with an enormous 42 percent increase.
San Francisco, home to some of the most expensive luxury and mass-market properties in the United States, has also
experienced tremendous growth, with a 24 percent year-over-year increase in the luxury sector.

Beverly Hills Redfin listing
Conversely, Fort Lauderdale, FL, has seen the biggest drop, with prices down nearly 25 percent compared to the
same time last year. Stuart and Boca Raton, other Florida markets, are also among the 10 biggest drops, as are
Houston and Austin, T X and Los Angeles and neighboring city Irvine, though Huntington Beach and Palm Springs,
also in southern California, were among big winners.
T he drop in prices has expectedly spurred purchases in almost every market; only Los Angeles saw prices drop
without a compensatory increase in sales.
"A slowdown in inventory usually signals an increase in prices; however, even luxury buyers are more cautious
about buying at the top of the market," Ms. Richardson said.
Also of note, of the cities with the largest ratio of luxury real estate prices to prices for properties on the rest of the
market, the top nine are located in Florida, with two more rounding out the top 25.
Elsewhere, North Carolina had three such cities: Winston Salem, Charlotte and Greensboro. T hese cities were
ranked number 20, 21 and 25, respectively. Both T exas and California only had two such cities each, represented by
Houston and T he Woodlands in the former and Los Angeles and San Francisco in the latter.
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T echnology booms are continuing to have an impact on the market, not just in San Francisco but also in Bellevue,
WA, Bend, OR, and Boulder, CO, all of which have a new generation of young, tech-savvy affluents contributing to
double-digit growth. T he same is true of Reno, NV, which had a 20 percent growth spurt thanks in part to demand
from Silicon Valley workers searching for second homes.
T ech boom
T he growth of tech companies is already affecting luxury real estate, but the impact might continue to grow over the
next several years and into the next decade.
Millennial consumers have radically different preferences compared to their Boomer parents when it comes to
purchasing luxury real estate, according to a June 2014 report by Unity Marketing.
T he market for high-end real estate has changed drastically over the past decade, and differences between boomers

and millennials play a considerable role in influencing current trends. After a brief post-recession rebound in
recent years, the luxury real estate market is now settling into steadier pace that will require professionals to cater to
millennials' new preferences (see story).
However, with real estate, it is important to look at long-term trends and avoid making too much of small snapshots.
Case in point: New York real estate prices fell 4.5 percent in the third quarter of 2015, but there is no cause for alarm,
says brokerage firm T own Residential.
T own Residential's latest installment of T he Aggregate report found that while the number may initially be
foreboding, it is far more likely to be a blip on the radar that will help the city sustain high prices than it is to be
indicative of a larger trend. While recent stock market drops had an effect on the highest end of the market, sale
prices have increased year-over-year, and New York's luxury real estate is as healthy as ever (see story).
"High price double-digit price growth is not sustainable in the long term in the luxury market, or in the rest of the
market for that matter," Ms. Richardson said. "Price growth is important to explain current dynamics in the market,
however.
"Reno and cities like it that are the recipients of a recent increase in high-paying jobs did see a big surge in Q2," she
said. "It's also important to note that a luxury home in Reno costs much less than one in San Francisco, Washington
or Boston. As prices grow in these cities, buyer demand eventually wanes and so do price increases."
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