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A Review of the San Francisco Real Estate Market

Bay Area real estate catches its breath

While still appreciating overall, San Francisco Bay Area (Alameda, Contra
Costa, Marin, Napa, San Francisco, San Mateo, Santa Clara, Santa Cruz,
Solano and Sonoma counties) residential real estate values are show-

ing some signs of slowing in the second quarter of 2006. The Zindex™
home value indicator for single-family homes rose to $726,607 in the
second quarter, up 7.2% (annualized) over the quarter (see Table 1). This
quarterly pace was slightly off the 8.3% appreciation realized over the past
year and about half the average annualized appreciation over the past five
years in the metropolitan area (15.6%). The second quarter slowdown of
prices for single-family homes was somewhat larger in the country overall
than in San Francisco — nationally, appreciation slowed from 10.2% for
the full year to 6.0% for the past quarter. Figure 1 shows the complete
Zindex history for single-family homes in the San Francisco Bay Area.

Bay Area condominiums showed even stronger signs of slowing with a
second quarter Zindex value of $528,783, up only 3.4% (annualized) from
the prior quarter versus 8% for the past year. Appreciation over the past
three months was just a quarter of the appreciation rate realized over the
past five years (12.4% average annualized appreciation). As with single-
family homes, the second quarter deceleration of price appreciation was
more marked in the country overall than in the San Francisco region (slow-
ing from 11.7% for the year to 2.0% in the past quarter). Figure 2 shows
the complete Zindex history for condominiums in the Bay Area market.

San Francisco

[Table 1. Overall price trends]

Zindex 3 Month
June Appreciation
2006 (Annualized)
u.s.
Single-family homes $ 268,531 6.0%
Condos $ 254,418 2.0%
San Francisco
Single-family homes $ 726,607 7.2%
Condos $ 528,783 3.4%

[Figure 1. Single-family homes in San Francisco area]
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[Figure 2. Condominiums in San Francisco area]
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Real estate micro-markets: the view at the neighborhood level

[Table 2. Neighborhood appreciation]

3 Month

. Zindex ($) L 1 Year Acceleration /
flsloliborhood June 2006 Appreclvatlon Appreciation Deceleration
(Annualized)
Bayview 671,802 14.6% 10.5% 4.1%
Table 2 shows the three-month annualized and one-year appreciation Bernal Heights 781,222 14.1% 1.2% 12.9%
rates for all neighborhoods within San Francisco county. The second Castro-Upper Market 1,035,949 4.6% 01% 48%
column of the table provides the June 2006 Zindex, the third column P “501283 = P -
provides the annualized three-month appreciation rate, the fourth column Grocker Amazon 737,077 1.9% 67% 8%
provides the one-year appreciation rate, and the fifth column provides the ) !
X o K Diamond Heights 735,154 -3.9% -1.0% -2.9%
difference between the appreciation in the past quarter and the past year.
) . Lo Downtown 531,565 1.3% 6.3% -5.0%
This last column gives some sense of how current appreciation trends
. . . Excelsior 732,320 14.6% 7.3% 7.3%
relate to the trajectory of prices over the past year. For example, positive
. . . . Financial District 1,227,257 13.6% 12.2% 1.4%
numbers indicate that the current appreciation rate is greater than the
. T . . Glen Park 918,398 -10.5% 1.9% -12.4%
rate seen over the past year — a sign that appreciation is accelerating.
Conversely, negative numbers indicate that the current appreciation rate Haight-Ashbury 1.053.652 1.3% 20% 0%
is less than the rate seen over the past year — a sign that appreciation is e (R UhifEED 0 =l 2%
decelerating. Figure 3 shows the three-month appreciation rates overlaid Inner Sunset 900,411 8.6% 27% 5.9%
on a map of the neighborhoods_ Lakeshore 914,695 -0.8% -2.0% 1.2%
Marina 1,343,251 30.1% 0.2% 29.9%
Several San Francisco city neighborhoods continue to show robust Mission 789,475 10.7% 0.5% 10.1%
Zindex appreciation in the second quarter of 2006 such as Mission, Outer Nob Hill 688,836 6.5% 3.3% 3.1%
Mission, Bernal Heights, Presidio Heights, Marina, Financial District, Noe Valley 1,049,340 9.9% 0.4% -10.3%
Bayview and Excelsior — all with annualized appreciation over the past North Beach 837,230 0.4% 3.5% 3.8%
three months of greater than 10%. The neighborhoods showing declining N 708,841 A5 — D7
values in their Zindex include Glen Park, Noe Valley, Inner Sunset, Twin Outer Mission 755.374 14.8% 6.6% 8.2%
Peaks, West.cjf Twin Peaks, Castro-Upper Market, Diamond Heights, A — p— — T —
Western Addition, Lakeshore, North Beach, and South of Market.
Outer Sunset 804,943 1.4% -1.8% 3.1%
Pacific Heights 1,143,230 2.4% 2.3% 0.2%
[Figure 3. Q2 appreciation by neighborhood] Parkside 819,351 2.5% -2.5% 5.0%
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San Francisco

Changes in relative rankings of neighborhood value over the past decade

San Francisco city neighborhoods have shown a fairly high level of stabil-
ity in terms of their relative rankings in overall home values with respect to
each other over the past decade (see Table 3). For example, the ten most
expensive neighborhoods in the city in 2006 were also the most expen-
sive in 1996 (Pacific Heights, Presidio Heights, Marina, Seacliff, Financial
District, Russian Hill, Haight-Ashbury, Inner Richmond, Noe Valley, and
Castro-Upper Market). The neighborhoods moving up the most in the rela-
tive rankings were Inner Richmond (up four positions), Glen Park (up five
positions), Mission (up five positions), and Bernal Heights (up five posi-
tions). Neighborhoods dropping the most in the rankings from their 1996
Zindex values were Nob Hill, Western Addition, and North Beach. The
map in Figure 4 shows the change in rankings within the spatial context of
the city. All changes in neighborhood rankings are modest when compared
to other cities such as Seattle where some changes in neighborhood rank-
ings over the past decade have been in the double digits.

[Figure 4. Neighborhood ranking changes over past decade in San Francisco area]
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About the Zindex™

The Zindex home value indicator is the median Zestimate valu-
ation for a given geographic area on a given day. Exactly half

the Zestimates for a region are below this number and half the
Zestimates are above it. It is expressed in dollars and is for a par-
ticular geographic region (e.g., Zindex = $245,000 for Baltimore
on July 1, 2005). Zillow believes the Zindex is the best measure
of market performance because it is based on estimates of the
current value of every home in the area and, thus, approximates
the median sale price of the whole area were every home sold

[Table 3. Neighborhood rankings]
2006 1996

NEIGHBORHOOD ) ) ?NHQ:SE
Zindex($) Rank Zindex($) Rank

Presidio Heights 1,652,241 1 480,963 1

Seacliff 1,590,592 2 418,687 2

Marina 1,343,251 3 387,042 4 +1

Financial District 1,227,257 4 409,301 3 -1

Pacific Heights 1,143,230 5 377,091 5

Inner Richmond 1,115,930 6 281,703 10 +4

Haight-Ashbury 1,053,632 7 301,768 7

Noe Valley 1,049,340 8 289,335 9 +1

Castro-Upper Market 1,035,949 9 292,775 8 -1

Russian Hill 1,009,513 10 310,938 6 -4

West of Twin Peaks 997,578 1" 268,600 12 +1

Glen Park 918,398 12 241,781 17 +5

Lakeshore 914,695 13 272,245 1 -2

Inner Sunset 900,411 14 251,358 14

Outer Richmond 884,076 15 246,532 15

Twin Peaks 851,077 16 245,140 16

Potrero Hill 840,344 17 224,412 20 +3

North Beach 837,230 18 258,372 13 -5

Parkside 819,351 19 230,959 19

Outer Sunset 804,943 20 218,488 23 +3

Mission 789,475 21 196,045 26 +5

Chinatown 789,283 22 238,735 18 -4

Bernal Heights 781,222 23 194,973 28 +5

Outer Mission 755,374 24 195,066 27 +3

South of Market 744,732 25 214,118 24 -1

Crocker Amazon 737,977 26 190,050 29 +3

Diamond Heights 735,154 27 213,602 25 -2

Excelsior 732,320 28 183,596 31 +3

Western Addition 724,118 29 221,937 21 -8

Ocean View 708,841 30 187,598 30

Nob Hill 688,836 31 219,741 22 -9

Visitacion Valley 676,536 32 170,662 32

Bayview 671,802 33 159,129 34 +1

Downtown 531,565 34 166,763 33 -1

on the same day. This is in contrast to the median sale price of
homes which is biased potentially by the mix of housing sold in
the period of time associated with it. For example, if high-end
homes are not selling very well, but mid-range homes are,

then the median sale price will be lower than a true measure of
the typical value of homes in the market because the median
sale price is taken from the set of mid-range home sales that
transact in the period, ignoring the high-end homes that don’t
transact.
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What’s hot on Zillow.com?

So where are people looking at homes the most in the greater San
Francisco region? To answer this question, we’ve constructed the Zillow
Interest Index (ZIl) which is a simple ratio of the number of page views
of individual homes in a ZIP code divided by the number of homes in the
ZIP code. The more people look at homes in a ZIP code, the more page
views are generated on Zillow servers and the higher the ZIl. The Zlls

[Figure 5. Zillow Interest Index (ZIl) map]

San Francisco

for the ZIP codes in the San Francisco region are shown in Figure 5. The
hottest areas of interest are south and east of the City, including Menlo
Park, Los Altos, Cupertino, and east of Berkeley, but there has been a
high level of interest from the whole broad swath extending southeast-

erly from Marin County in the North to Cupertino and Sunnyvale in the
South.
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Report authors are Stan Humphries, Ph.D., Zillow.com Director of Advanced Analytics and Tommy Unger, Data Analyst.
For more information or to request an interview, please contact Amanda Hoffman, (206) 470-7167 or press@zillow.com.
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