
If you want further information on the economic 
analysis in the QER, visit Dr. John Husing’s 
website at www.johnhusing.com.  To be added 
to the mailing list, or have someone added, 
contact WRCOG at (951) 955-7985.
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With so much on the line, it’s 
time to focus on outcomes

Last week, I attended what might have been 
the 3 billionth workshop held in California 
focused on discussing SB 375, the State’s 
landmark legislation aimed at linking land 
use and transportation decision-making in 
order to reduce vehicle miles traveled and 
greenhouse gas (GHG) emissions.  GHG 
emissions reductions are the objective of 
California’s AB 32, which strives to reduce 
the State’s total GHG’s to 1990 levels by the 
year 2020.  Through SB 375, regional plan-
ning agencies are tasked with the responsi-
bility of developing plans that will reduce a 
relatively small portion (about 3 percent) of 
the total GHG emissions reductions called 
for in AB 32.	

Certainly by now, we all understand that 
implementing SB 375 is a process, not an 
outcome. And after more than a year of 
dialogue, it is clear that we are really hung 
up on the process part of it.  We remain 
relatively baffled about what SB 375 really 
is and how it will be implemented.  We still 
do not know what SB 375’s impacts will be 
on local land use and what transportation 
decision-making will consist of.  We cannot 
answer the question about how a jurisdic-
tion might have to comply with SB 375’s 
required Sustainable Communities Strat-
egy (SCS).  We are uncertain about what a 
completed SCS will look like or how much 
it will cost to prepare.  We are unsure about 
whether any clean-up legislation will come 
along to address shortcomings and concerns.  
We do not have adequate modeling to mea-
sure and assess GHG emissions reductions 
from revised land use and/or transportation 
policies, plans or decisions.  Many of the 
agencies which supported SB 375 did so 

Inland Housing Recovery
By John Husing, Ph.D.

In second quarter 2009, the Inland Empire’s housing market appears 
to have bottomed and is now in its recovery period.  This forecast 

is made because the forces driving demand should continue to over-
whelm the supply coming from foreclosures, restrained by federal 
pressure.  The forecast runs counter to the predictions of some econo-
mists who are predicting price declines through the end of 2010.

Why the strong forecast?  The starting point is the share of 
inland families able to afford the bottom 50% of homes in the Inland 
Empire.  During third quarter 2009, it was 66% (Exhibit 1).  That is 
4.4 times higher than the low of 15% in mid-2005.  It is well above 
the 59% record set in the 1990s housing downturn.  Similarly, 75% 
of High Desert families and 64% of Coachella Valley families can 
afford the median home in their areas.  Those levels of affordability 
were also far above recent lows of 21% and 10%, respectively, and 
above the affordability records in the last cycle:  High Desert (71%:  
2000); Coachella Valley (54%:  1993).

Meanwhile, even larger shares of Southern Californians out-
side the Inland Empire can afford its middle priced homes due to 
their higher incomes.  They can also benefit from the huge price 

differentials between coastal and inland houses.  In third quarter 
2009, families migrating to the Inland Empire ($172,000) from Los 
Angeles ($332,000) could save $160,000; those from San Diego 
($366,000) and Orange ($498,000) saved $194,000 and $326,000 
respectively (Exhibit 2).  This adds significantly to the potential 
demand for inland homes.

With affordability soaring, Inland Empire home sales have also 
increased.  Volume reached a seasonally adjusted trough at 11,376 
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In fourth quarter 2007, the Inland Empire’s seasonally adjusted 
housing volume reached its trough at 11,376 units.  Sales have 

subsequently risen to a rough plateau at 20,000 quarterly units.  In 
third quarter 2009, sales of 20,039 homes were up 8,662 or 76.1% 
from the low (Exhibit 16).  Demand has surged because the existing 
home median price reached a low of $155,319 in second quarter 
2008 but has since come back to $177,604 in the fourth quarter 
(Exhibit 3, page 3).  With 64% of local families able to afford the 
area’s median priced home, demand is now exceeding supply, hence 
the price increase.  Still, prices remain below levels a year ago in 
both San Bernardino and Riverside counties (Exhibit 14).

Volume
Looking at raw volume data, Riverside County had 11,155 

existing home sales in third quarter 2009, up 679 units (6.5%) 
from third quarter 2008.  Volume was off –5.0% from second 
quarter 2009’s level of 11,746.  San Bernardino County had 
8,201 existing home sales in third quarter 2009, up 1,863 units 
(29.4%) from 2008.  Its volume fell -0.4% from second quarter 
2009’s 8,233 (Exhibit 15).  By sub-market, the Beaumont, Ban-
ning, Calimesa area was Riverside County’s percentage growth 
leader (466; 23.9%); Perris, Hemet, San Jacinto was its volume 
leader (2,686, 15.9%).  In San Bernardino County, the Victor 
Valley led in both categories (2,185; 54.4%).

Given the price competition from foreclosures, the new 
home market is nearly dormant.  Riverside County’s third quarter 
2009 volume was 1,305 sales, off –29.7% from 2008, but just 
above second quarter 2009’s sales of 1,301 units.  The volume 
leader was Murrieta, Temecula, Lake Elsinore (307; -21.3%).  
Riverside had the smallest percentage decline (95; -10.4%).  San 
Bernardino County’s volume was 618 sales, off –24.3% from 
third quarter 2008, but up 22.4% from second quarter 2009’s 
sales (505).  The Fontana, Rialto, Colton led in percentage 
growth (155, 72.2%).  The area west of the I-15 freeway shrank 
but led in volume (222; -20.4%).

Prices
Riverside County’s $270,000 new home price in third 

quarter 2009 was down –15.2% from $318,250 in third quarter 
2008 and –1.8% from second quarter 2009 ($275,000) (Exhibit 
14).  Its $180,000 existing home price was down –23.4% from 
$235,000 in third quarter 2008 but up 4.7% from the prior quar-
ter ($172,000).  San Bernardino County’s new home price of 
$272,000 was down –12.3% from its third quarter 2008 price of 
$310,000 and off –6.2% from second quarter 2009 ($290,000).  
Its existing home price of $140,000 was down –31.7% from third 
quarter 2008 ($205,000) but up 4.5% from second quarter 2009 
($134,000).  In Southern California, the third quarter 2009 new 
home median price was off –5.8% to $358,900; the existing home 
median was $289,500 (-14.2%).  Again, the new home price was 
down from second quarter 2009 ($364,300, -1.5%) but existing 
home prices rose ($266,200, 8.8%).

A Look Ahead
As the QER’s lead article indicates, the trough of the 

housing market appears to now be passed in both volume and 
prices.  From here forward, the long repair process will take 
place.  Existing home prices will slowly rise as demand driven 
by affordability overwhelms supply driven by foreclosures but 
suppressed by federal pressure.  New home demand will slowly 
return in those markets where developers can build homes able 
to compete with restrained but rising existing home prices. 

H O M E  V O L U M E S  A N D  V A L U E S

14 SINGLE FAMILY HOME PRICES
3rd Quarter, 2008-2009

	 County	 3rd-08	 3rd-09	 % Chg.

	 New Homes

Riverside	 $318,250	 $270,000	 -15.2%

San Bernardino	 310,000	 272,000	 -12.3%

Los Angeles	 423,000	 400,000	 -5.4%

Orange	 485,750	 480,000	 -1.2%

San Diego	 430,500	 410,000	 -4.8%

Ventura	 419,250	 374,500	 -10.7%

So. California	 $380,800	 $358,900	 -5.8%

	 Existing Homes

Riverside	 $235,000	 $180,000	 -23.4%

San Bernardino	 205,000	 140,000	 -31.7%

Los Angeles	 384,000	 325,000	 -15.4%

Orange	 500,000	 499,000	 -0.2%

San Diego	 379,250	 360,000	 -5.1%

Ventura	 431,000	 420,000	 -2.6%

So. California	 $337,500	 $289,500	 -14.2%

Source:  Dataquick

INLAND EMPIRE:  Housing Volumes Up 76%, Prices at Mid-2002 Level

HOME DEED RECORDINGS
Inland Empire, 3rd Quarter, 2008-2009

	 NEW HOMES	 EXISTING HOMES
	 Area	 3rd-08	 3rd-09	 % Chg.	 Area	 3rd-08	 3rd-09	 % Chg.

Fontana, Rialto, Colton, GT	 90	 155	 72.2%	 Victor Valley	 1,415	 2,185	 54.4%
SB Mountains	 4	 6	 50.0%	 San Bernardino, Highland	 903	 1,184	 31.1%
Chino, CHill, Mtcl, Ont, RC, Upl	 279	 222	 -20.4%	 Fontana, Rialto, Colton, GT	 1,521	 1,925	 26.6%
SB Desert	 20	 13	 -35.0%	 Redlands, Loma Linda, Yucaipa	343	 411	 19.8%
San Bernardino, Highland	 59	 33	 -44.1%	 SB Mountains	 523	 611	 16.8%
Redlands, Loma Linda, Yucaipa	 79	 43	 -45.6%	 SB Desert	 394	 455	 15.5%
Victor Valley	 285	 146	 -48.8%	 Chino, CHill, Mtcl, Ont, RC, Upl	1,239	 1,430	 15.4%

SAN BDNO COUNTY	 816	 618	 -24.3%	 SAN BDNO COUNTY	 6,338	 8,201	 29.4%
Riverside	 106	 95	 -10.4%	 Beaumont, Banning, Calimesa	 376	 466	 23.9%
Murrieta, Temecula, L. Elsinore	 390	 307	 -21.3%	 Riverside Rural	 605	 722	 19.3%
Beaumont, Banning, Calimesa	 232	 178	 -23.3%	 Coachella Valley	 1,135	 1,317	 16.0%
Corona, Norco	 253	 190	 -24.9%	 Perris, Hemet, S. Jacinto	 2,318	 2,686	 15.9%
Perris, Hemet, S. Jacinto	 374	 257	 -31.3%	 Riverside	 1,281	 1,460	 14.0%
Coachella Valley	 170	 98	 -42.4%	 Moreno Valley	 1,178	 1,164	 -1.2%
Moreno Valley	 95	 52	 -45.3%	 Murrieta, Temecula, L. Elsinore	2,191	 2,161	 -1.4%
Riverside Rural	 237	 128	 -46.0%	 Corona, Norco	 1,392	 1,179	 -15.3%

RIVERSIDE COUNTY	 1,857	 1,305	 -29.7%	 RIVERSIDE COUNTY	 10,476	 11,155	 6.5%

INLAND EMPIRE	 2,673	 1,923	 -28.1%	 INLAND EMPIRE	 16,814	 19,356	 15.1%

Source: Dataquick
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with an understanding (even an expectation) that clarifications to 
concerns and uncertainties would be addressed through clean-up 
legislation in 2009.  That did not happen.  Now, considering the 
State’s continuing budget woes and the high level of attention it 
will require, there is little hope that lawmakers will give mean-
ingful attention to an SB 375 clean-up package that can help us 
to adequately understand, fund, prepare and implement plans 
and policies consistent with SB 375’s SCS requirements.  Those 
uncertainties are contributing factors to the WRCOG Executive 
Committee’s recent decision to not assume full responsibility for 
preparing a subregional SCS, as allowed by SB 375.   Let’s face 
it; the process part of this stinks.

Despite SB 375 and our concerns about it, we all know what is at 
stake here. It is our future.  It is the outcome.  We need to think 
long and hard about how best to accommodate 6 million more 
people in a way that can maintain – and even improve – the quality 
of life in this region.  It is not likely that the next 6 million who 
live here can be housed, transported, educated and employed in 
the same way we did for the first 16 million.  Even if we could, 
indications suggest that we shouldn’t.  Demographics and lifestyle 

preferences are changing, funding for infrastructure cannot keep 
pace with growth, educational demands and financing woes are 
at a critical juncture, and energy and water availability and costs 
loom ominously as we consider future growth.  

These issues are going to require regional dialogue and develop-
ment of outcomes, with or without SB 375.  But with Regional 
Transportation Plan deadlines looming (into which SCS Plans are 
to be incorporated), the need for local, subregional and regional 
collaboration and commitment to develop an understandable, 
implementable, and successful SCS cannot be overstated, regard-
less of the clumsy process that must be endured to get there.  It 
has repeatedly been mentioned that the best thing about SB 375 
is that its passage has spurred discussions about the future among 
planners and policymakers in the region at levels never experi-
enced before in Southern California.  Let’s use this opportunity 
to see if we can develop an outcome.  Perhaps, then, the process 
will get a little easier.

Rick Bishop
Executive Director, Western Riverside Council of Governments
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