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The fourth quarter in Oregon and southwest Washington saw cooling
markets with respect to transaction volume, but a favorable market for
sellers as prices continue to tick up. In Portland and Vancouver prices
continue to be at all-time highs and continue to rise. Portland’s neighboring cities appear to be following this trend with home price increases
spreading west to Hillsboro and Beaverton as well as south. Portland
and Vancouver continue to price people out, causing buyers to look
elsewhere for something more affordable with proximity to downtown
Portland.
Bend and Redmond continue to be hot areas, but prices have slowed after multiple years of significant increases. With only a moderate decrease
in housing prices, Bend continues to face an affordability challenge. As a
result, Redmond could be benefiting from a spillover. Prices in Redmond continue to be more favorable and attainable as well as in closer
proximity to the expanding Redmond airport. This is likely why we saw
transaction volume increase in Redmond by about 50 percent.
With sales prices either steadying or continuing to increase almost everywhere in the state of Oregon and southwest Washington, house sales are
slowing. The single-family home supply does not appear to be meeting
the necessary demand and forecasts show that gap continuing to widen.
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Analysis forecasts, over the next five years, Oregon’s population will grow at 1.2
percent per year, adding approximately 268,000 residents between 2019 and
2024. The growth rate is slightly lower than in previous years, but substantially
higher than projected population growth nationwide.
The number of people working in Oregon is expected to grow slower than
population. The Office projects the state will add a little more than 92,000
jobs over the next five years, which amounts to an average annual employment growth rate of a little less than one percent per year. In contrast, U.S.
employment is anticipated to grow at an average rate of about 0.4 percent per
year. This raises the question: How can Oregon’s employment grow at a rate
faster than the U.S. as whole, but fail to keep pace with the state’s employment
growth?
As more Baby Boomers exit the labor force, employment will decline. Despite
the stereotype of Oregon as a destination for Millennials and Gen Z, the state’s
population tends to skew older than the average state. To the extent older residents account for a larger share of in-migration, employment in the state will
lag population growth.
Even accounting for age, Oregon is known for having a below average labor
force participation rate. The December forecast from the Office notes:
However, the participation rate remains a little lower than expected, when
adjusting for the size of the population and the aging demographics. Oregon’s
participation rate continues to rebound today, which is great news, however
any participation gap is still cause for concern. While much of the past decade’s
patterns can be attributed to the severe nature of the Great Recession, and even
the lackluster housing boom itself, some damage is likely permanent.
Personal income is projected to lag the national average into the foreseeable
future, according to the Office. In 2019, per capita personal income is about
$4,000 lower than the U.S. as a whole. By 2024, the gap is expected to widen
to $4,900, or about 7.4 percent lower than U.S. per capita personal income.
These factors—population, employment, and income—play key roles in the
demand for housing. The state’s economists project that housing starts will
ramp up over the next few years, despite a relatively lackluster 2018. The Office
forecasts that housing starts will increase by about 5.5 percent each year over the
next three years. While demand side factors point to increased pressure to build
more housing, supply side factors are likely to dampen the state’s economists’
optimistic forecast.
Oregon’s land use regulations severely constrain the amount of buildable land
for residential construction and recent additions to the Portland region’s urban
growth boundary a not likely to be sufficient to satisfy the increased demand for
housing, especially the demand for single-family housing. The 2018 expansion
is expected to account for 6,100 new houses and 3,100 apartments, or less than
seven percent of the state’s projected housing starts over the next five years.
Construction employment may impose a bottleneck in homebuilding. Construction employment has seen big gains since the recession and some builders
are complaining of a shortage of construction labor. Facing near full employment in construction, the Office concludes, “construction is expected to add
jobs at a slower pace even as the housing rebound continues.”
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Oregon House Bill 2001, would require every city of more than 10,000
and county of at least 15,000 to allow “middle-housing” of two, three and
four-unithomes in residential neighborhoods within their urban growth
boundary. By allowing for multi-family development in areas currently zoned
for single family, the total number of housing units would likely increase, while
the number of single family units would decline, leading to an increase in price
for single family residences. In addition, the “option value” of being able to
develop an existing single-family property into a multi-family property would
likely increase the land value of current single family units that would be subject to HB 2001. (One unintended consequence of HB 2001 may be initiatives to designate more neighborhoods as historic districts as a way to stifle the
tear down and redevelopment of existing homes.)
Several property tax reforms are working their way through the legislature; all
of them would require voter approval to upend existing property tax limitations written into the state constitution. One of them, Senate Joint Resolution
2, would redefine assessed value (AV) to equal no less than 75 percent of real
market value (RMV). The resolution introduces an exemption on the first
$25,000 of assessed value. Nevertheless, for many—if not most—homeowners
in Oregon, this would result in a property tax increase. For example, Multnomah County presented information to the Senate Committee on Finance
and Revenue showing that approximately 90 percent of residential properties
in the county would see higher property taxes under SJR 2.
The uncertainties associated with a significant disruption to the current property tax system could disrupt residential property markets as potential buyers and
sellers delay transactions until the uncertainties are resolved.
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PORTLAND
TRANSACTIONS
For the third year in a row,
existing home sales in the City of
Portland have continued trending downward with 1,625 fewer
houses sold in the fourth quarter.
This is a decrease of over 22 percent from the prior quarter, and
984 fewer houses than the same
quarter of last year. In addition,
the median sales price increased
from the previous year, while the
sales price to list price ratio slightly
decreased.
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VANCOUVER &
CLARK COUNTY
The fourth quarter in Vancouver
ended in the fewest number of
transactions seen in a fourth quarter since 2013. While the transaction count saw an unusual drop,
median sales price continued to
increase to $330,000 in the fourth
quarter. This is nearly a 10 percent
increase from the same quarter
last year. The sale-to-list price ratio
remained unchanged from the
fourth quarter of last year coming
in at just over 98.7 percent.
After several years of upward
trending, Clark County saw its
first decrease siwnce 2010 with
813 transactions, and the highest
median sales price for any fourth
quarter. Similar to Vancouver, the
sales price and listing price ratio
steadied from last year at just
under 98.3 percent.
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CENTRAL
OREGON
Bend saw an increase in the
number of transactions in the
fourth quarter with 721 sales in
2018 versus 622 sales in the same
quarter of the previous year. Along
with the increase in transactions,
the median sales price decrease
by more than 14 percent from
the third quarter and more than
8 percent from the fourth quarter
of 2017. This snapped seven consecutive years of increased median
home sales prices dating back to
2010. Days on market continues to decrease, coming in at an
average of 90 days. This broke
the record from the third quarter
of 2018 and continues to show
houses are staying on the market
for a short amount of time.
Transactions in Redmond had a
58 percent increase from 2017,
amounting to 342 houses sold in
the fourth quarter. The median
sales price for homes dropped by
almost seven percent from the
same quarter last year. Average
days on market hit a new record
low at 92, which is the first time
it has been below 100 since
this publication began tracking
Central Oregon.
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WILLAMETTE
VALLEY
In the Willamette Valley, the
fourth quarter of 2018 saw
moderate increases in the median sales price from the same
quarter of the previous year.
Lane County increased the
most at almost 15 percent,
ending at a median price of
$293,000. Linn County saw
the second highest percentage increase at just over
13 percent, with a median
price of $260,000. Benton
County, with a median sales
price of $359,000 increased
over 8 percent from last
year. Marion County had an
increase of 11 percent, while
Polk County saw the lowest
increase in the region with
just over 6 percent.
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SALEM
Salem continues to look good as
median sales price increased and
days on market decreased from a
year ago. The number of transactions in Salem slowed down from
a year ago, but Salem’s market is
still solid with prices increasing
and the average days on market
down. Median sales price increased over four percent from the
same quarter last year, a $11,000
increase. Transaction count
decreased from last quarter by
almost 25 percent and by almost
18 percent from the year prior.
Average days on market decreased
by over six percent from the same
quarter last year, with 76 days.
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EUGENESPRINGFIELD
In the Eugene-Springfield market,
the fourth quarter median sales
price increased by over eight
percent from the same quarter of
last year, amounting to $288,250.
Along with an increased median
sales price, transactions of existing
homes sold in the Eugene-Springfield area decreased by over 9
percent from the same quarter of
last year with 768 transactions.
Days on market as well as the
ratio between sales price over list
price saw very little change from
the previous year.
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SOUTHERN
OREGON
The Jackson County and Josephine County markets moved
in tandem in the fourth quarter—median sales price increased,
transactions decreased, and
days-on-market increased. Jackson
County, with a median sales price
increase of six percent from the
previous year, ended in a median
sales price of $281,000. Seventy-three fewer homes were sold
this quarter as well as a nine day
increase in average days on market. Josephine County ended in
a median sales price of $248,000,
which is an 18 percent increase
from the past year. Transactions
decreased by over 18 percent from
the last year, while the days on
market remained constant.
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