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The Bay Area housing market hit a lot of national headlines in May. In San Francisco, Al and tech-driven demand
has created aggressive bidding wars on the scarce inventory. Skyrocketing rents are back in the norm. Even the
city’s condo market, which has been under pressure for six years, is showing signs of demand recovery.

For the first time in many years job creation in the Bay Area is positive and economic opportunity is attracting net
inbound migration, despite the region’s chronic shortage of homes and affordability issues. It's notable that other
tech cities like Seattle and Austin are not seeing the boom in the real estate market related to Al. In fact, those
cities are now sending more people to San Francisco than the reverse.

While the city dominates the headlines, many areas have not seen the massive wealth effect driving home buying
demand like the city has. In this cycle, this resurgent demand is so far concentrated to a very small section in the
city, and luxury markets in Peninsula and Marin.

For much of the region, interest rates matter more than stock market performance. In May, mortgage rates jumped
higher with sharply higher inflation data. That tension between higher interest rates and the wealth effect is likely
to continue for the rest of 2026. Inflation pressures have been pushing higher, and it seems unlikely that interest
rates will dip again very soon.

Mike Simonsen
Chief Economist, Compass International Holdings
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Mortgage Rates Bounce Off the Lows

Interest rates have pushed higher due to war news, overheated inflation, and recently strong jobs data. Still at the
low-end of the range over the past three years, any push into the upper 6s is likely to slow home purchase demand
abruptly. Our forecast is for mortgage rates to average 6.4% for the year.
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Dramatic Rent Cost Increases in San Francisco

San Francisco faces a chronic shortage of homes so as employment increases rents drive higher quickly. The South

Bay is second nationally to San Francisco in rent appreciation over the last 12 months.

San Francisco @

20%

wn
ol
o
o
E 10%
o
e
Q
o
5
6 @ Reno @ Seattie @ San Jose
ot
S @ Minneapolis
(272 @ Providence@ Chicago Boston @

i @ Urban Honolulu

@ Charlott @ CGharlestond
arlotte
(% ceeereresmnsssasemnensaretaseiiinnsiseissnsssssarmsasasneranes .F@rt. MBIl caransnssasios s snnisanins sawt s sa o oh oasts oot si5e bt 8 5l sia il S45a o8 S50 ba #1085 SB IS4 554004 RIS SSL IS SIS
@ Portiand
@ lompa ’ New York @
@ Nashville @ Sontg. Ana @ Arlington
@ 'Austinntianto @ >an Diego
p QLshnasles
enver
& N @ Miami
@ CGligswark @ Washington
S N S X & & S K S
N a2 a2 A b b bet o o
S 5 5 & & & 5 & &

2BR Rent



Inflation is High and Pushing Higher

For much of the last decade, Bay Area housing and services like education and childcare pushed local inflation
above national averages. For a brief moment in 2023-2025, housing costs in the Bay Area kept inflation lower than
the rest of the US. In 2026 surging inflation nationally is driving interest rates higher.

[ San Francisco CPI
3_3%-’- National CPI

QA ® Q D D 012 L U)s Q% Qs
& N 3

Source: US BLS, BEA COMPASS INTERNATIONAL HOLDINGS



National Employment Grew in May

The labor market shows three months of growth after a very weak 2025. Corporate profitability is improving, Al
investment is booming, and government spending is unabated, all of which are drivers of continued expansion in
2026. An improving labor market is generally positive for housing.
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Bay Area Jobs Are Growing Again

After 5 years of shrinking employment and out-migration, Bay Area companies are adding jobs again. This is evident
in housing demand which turned around mid-2025 in San Francisco, with rising rents and home prices.
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Stocks Surge to New Highs In May

After war, oil, and inflation fears pushed markets lower in March, April and May stock market resurgence creates a
powerful "wealth effect” for potential homebuyers. This is especially true in the Bay Area with Al related market boom
and IPOs in the pipeline.
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Bay Area Migration Sources & Destinations

In 2025, inbound migration to the Bay Area resumed for the first time in many years. Seattle and Austin are net
inbound to San Francisco. Lower cost of living cities remain popular destinations for outbound movers.
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Low Unemployment Keeps People in Homes

Headline Unemployment (U3) has moved lower since November. In normal housing cycles, rising unemployment
creates distressed seller inventory. Unemployment has remained low this cycle, which is one reason for less inventory
and fewer home sales. Job creation and the hiring rate are more important drivers of the housing market in 2026.

Source: US BLS COMPASS INTERNATIONAL HOLDINGS



Very Few Foreclosures in 2026

Due to high equity, low locked-in mortgage rates, and low unemployment, foreclosures
are likely to stay low for 2026
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Expensive and Cheap Mortgages

More mortgages now carry a 6-plus% rate than under 3%. Homeowners with very cheap mortgage payments are
reluctant to ever sell, so inventory remains tight and sales are fewer than normal. Over time, fewer homeowners are
locked-in to ultra low rates and home sales grow.
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Home Price Changes Over Time

Home price appreciation in the Lafayette, Moraga, Orinda communities in the
East Bay have moderated in recent years. While demand in the city has driven
prices higher there, home prices in Lamorinda are just 1.5% above last year in

May.
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Lamorinda Median Home Price

Home prices in these communities reach just over $2 million in May. 2026. That's 1.5% above
last year, but still below the peak of May 2022. May is the seasonal peak for home prices in

the Lamorinda area.
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Lamorinda Home Price Trends

As of May 2026 single family home prices are 1.5% above last year. May is usually the
year's seasonal peak for sales, which came in slightly fewer than last year.
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Price Per Square Foot Lamorinda

With the exception of holiday seasonal dips, price per square foot in Lamorinda has stayed in a
similar range since 2023. Prices peaked in the spring of 2022.
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Active Inventory for Lamorinda

There are currently 30% fewer homes available on the market in this part of East Bay than last year at this time.
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Inventory and Pending Sales

Both active inventory and pending sales are slightly fewer than in May 2025. May marks
the seasonal peak for inventory, which declines in the second half of the year.
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Lamorinda Overbidding and Price Reductions

In the Lafayette, Moraga, Orinda communities, most homes are selling about 100% of list price.
Slightly fewer price reductions are required compared to last year, indicating sales price stability in
the coming months.
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Lamorinda Area DOM

Market time for homes in Lamorinda is at the seasonal shortest in May. While market
time is a little faster than last year, average DOM is up significantly from 2022.
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Lamorinda Communities

May 12 month rolling sales data for single family homes

Neighborhood Median Sale Price % Change PPSFT Closed Sales % Change Pendings

Diablo $2,850,000 1.2 846 17 -15 21

Blackhawk $2,256,500 12 724 96 -5 98

Danville $2,000,000 0 789 381 0.3 396

Moraga $1,815,000 0 787 107 81 n7

Walnut Creek $1,520,000 07 752 493 31 516

Rossmoor $596,500 37 49 424 -2.1 444

Source: Compass via MLS - Single Family Homes OMPASS INTERNATIONAL HOLDINGS
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