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By BRIELLE JAEKEL

As the luxury real estate market begins to recover from a slow run, San Francisco is still struggling with the largest
decline of the year.

The last quarter of 2017 saw 7 percent growth in luxury home prices, fueled by an increase in demand, stock market
gains and finally a shrink in demand, according to a report from Redfin. While in the recent past the luxury real
estate market was plagued by an overabundance of listings, on-the-market properties priced for more than $1 million
saw a 23.8 percent drop.

Redfin's Luxury Report Q4 looked at the top 5 percent of homes in the fourth quarter listed in more than 1,000 cities
in the United States.

Luxury growth
Q4 marks the third consecutive quarter in which luxury listings have seen a steady decline, which is giving a must
needed boost to the industry. Residences priced more than $5 million also saw a decrease in listings by 23.4 percent
with prices rising by 13.7 percent.

Homes valued at $1 million saw a price growth of 15.2 percent from one year ago.
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Redfin's average home price chart. Image credit: Redfin.

While most markets are beginning to see success in luxury listings, San Francisco is not fairing so well, as many
buyers hold back. This could be foreshadowing a future exodus from tech-focused markets.

As residents and businesses seek refuge from tax hikes, high-priced locations and costly cities in the United States
such as New York and San Francisco could possibly see a significant decrease in population.

Glenn Kelman, CEO of Redfin, made headlines when he spoke with CNBC explaining that technology giants such as
Google and Amazon will be working to ease away from California's Silicon Valley and coastal cities due to
upcoming U.S. tax reform. Cities such as Denver, San Antonio, TX and Houston, TX are likely to thrive as businesses
and homeowners flee expensive cities such as San Francisco (see more).

San Francisco saw a 12 percent decrease in price, down to an average of $5.03 million for a luxury home. Redfin
also explained that a greater number of public offerings from local companies could mean affluent homebuyers are
strapped for cash at the moment.

However, San Francisco is not the only Californian city to see a price drop for luxury homes. Los Angeles and Long
Beach have seen declines of 1.2 percent and 5.6 percent, respectively.

While Los Angeles' average luxury price may be down, the city was still home to the most expensive sale last
quarter. Featuring panoramic views of Downtown and once owned by director Michael Bay, the Los Angeles
property Bel Air estate sold for $41 million.

Bel Air estate was most expensive home sold. Image credit: MLS.

On average, luxury homes in the U.S. have begun moving off the market much more quickly, with an average time
period of 75 days. This is eight days shorter than the same time period a year ago.

Beachfront properties in Florida saw the most success, with seven cities in the state seeing a 25 percent year-over-
year increase. Delray Beach and Sarasota saw the biggest growth with respective increases of 41.3 percent and 45.6
percent.

Additional insight
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While luxury real estate is seeing a rise, the previously lopsided real estate market, where the availability of homes
priced more than $1 million has been more abundant than demand, has raised the limit of what is considered luxury
to a much higher level.

Today, $5 million is considered the new $1 million within luxury real estate, as affluent homebuyers seek bigger
and better to showcase lavish lifestyles. A report from Tulia shows that the number of homes valued at the $1 million
mark has quadrupled in 16 years, but $5 million homes are increasing even faster (see more).
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