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This analysis of the Western Washington real estate market is provided REAL ESTATE
by Windermere Real Estate Chief Economist Matthew Gardner to help
you make informed real estate decisions. windermere.com
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ECONOMIC
OVERVIEW

Home Sales N

» In the third quarter of 2023, 14,970 homes sold.
This was down 22% from the third quarter of 2022
and 1% lower than in the second quarter of this year.

» Sales fell even as the average number of homes for
sale increased 29.5% from the second quarter. This
is clearly a sign that significantly higher mortgage
rates are having an impact on the market.

» Sales fell in all counties except San Juan compared
to the third quarter of 2022. They were up in 9 of
the 14 counties covered in this report compared
to the second quarter of 2023. San Juan, Mason,
Grays Harbor, and Whatcom counties saw significant
increases.

» Pending sales fell 6% compared to the second
quarter of this year, suggesting that closings in
the upcoming quarter may be lackluster unless
mortgage rates fall, which | think is highly unlikely.

The pace of job growth continues to slow in Western Washington, as the region added only 21,907 new
positions over the past 12 months. This represented a growth rate of 1.4%, which was the lowest pace of
new jobs added since the pandemic ended.

The regional unemployment rate in August was 5.8%, which was marginally below the 6% rate we

saw in the same quarter in 2022. A few smaller counties lost jobs over the past 12 months while King
County’s employment levels rose a meager .4%, mainly due to job losses in the technology sector. I've
said before that I'm not convinced that the U.S. is going to enter a recession; I still stand by that theory.
Slowing job growth does not necessarily need to be a precursor to a recession, but | expect that we will
see lackluster growth until next spring at the earliest.

Annual Change in Home Sales by County / Q3 2022 to Q3 2023
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Home Prices

Prices rose 2.8% compared to the third quarter
of 2022 and were .6% higher than in the second
quarter of this year. The average home sale price
was $776,205.

Compared to the second quarter of this year, sale
prices were higher in all counties except Grays
Harbor (-.5%), Kitsap (-1.5%), Clallam (-1.6%), Whatcom
(-2.6%), and Skagit (-3%).

Compared to the prior year, the pace of price growth
slowed in the third quarter. This wasn’t too surprising
given that the market was coming off record high
prices in the summer of 2022. But what was surprising
was that prices rose over the previous quarter despite
the fact that mortgage rates were above 7% for
almost the entire quarter.

| don’t expect prices to move far from current levels
in the coming months, and they likely won't rise again
until mortgage rates start to fall. When prices do rise,
| anticipate that the pace of growth will be far more
modest than we have become accustomed to.
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Mortgage Rates

Annual Change in Home Sale Prices by County / Q3 2022 to Q3 2023
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Mortgage rates continued trending higher in the third
quarter of 2023 and are now at levels we have not seen
since the fall of 2000. Mortgage rates are tied to the
interest rate (yield) on 10-year treasuries, and they move in
the opposite direction of the economy. Unfortunately for
mortgage rates, the economy remains relatively buoyant,
and though inflation is down significantly from its high, it is
still elevated. These major factors and many minor ones are
pushing Treasury yields higher, which is pushing mortgage
rates up. Given the current position of the Federal Reserve,
which intends to keep rates “higher for longer,” it is unlikely
that home buyers will get much reprieve when it comes to
borrowing costs any time soon.

With such a persistently positive economy, | have had to
revise my forecast yet again. | now believe rates will hold
at current levels before starting to trend down in the spring
of next year.
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NOTE: Our forecast excludes points and will therefore show rates that
are lower than you may be quoted
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Days on Market

) [ttook an average of 32 days for homes to sell in
the third quarter of 2023. This was 8 more days
than in the same quarter of 2022, but 3 fewer days
compared to the second quarter of this year.

-

a buyer (57 days).

-

the prior quarter.

-

market time fell 23 days.

Conclusions

Snohomish and King counties were the tightest
markets in Western Washington, with homes taking
an average of only 19 days to find a buyer. Homes for
sale in San Juan County took the longest time to find

All counties except Snohomish saw average
days on market rise from the same period in 2022.
Market time fell in 9 of the 14 counties compared to

The greatest fall in market time compared to the
second quarter was in San Juan County, where
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Although it was good that listing
activity rose in the third quarter, it still
remains well below levels that can be
considered normal. This is unlikely to
change anytime soon given that over
86% of Washington homeowners with
mortgages have an interest rate below
5% and more than a quarter have rates
at or below 3%. There is little incentive
for them to sell if they don’t have to.

More germane to me is the disconnect
between what homeowners believe
their homes are worth and what buyers
can afford with mortgage rates in the
mid-7% range. Most sellers appear

to be getting their asking prices, or
very close to it, which reflects their
confidence in the market. However,
home buyers are being squeezed by
multi-decade high borrowing costs.

It is all quite a quandary. However,
taking all the factors into consideration,
sellers still have the upper hand but
not enough to move the needle from
the position | put it in last quarter.
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This speedometer reflects the state of the region’s real
estate market using housing inventory, price gains, home
sales, interest rates, and larger economic factors.
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As Chief Economist for
Windermere Real Estate,
Matthew Gardner is
responsible for analyzing and
interpreting economic data
and its impact on the real
estate market on both a local
and national level.
Matthew has

over 30 years / 3
of professional f ‘ E 3
experience
both in the
U.S. and UK.
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