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Let’s talk about trends in the 
market—what you’ve been  
observing so far in 2018, and 
what’s on the horizon. 
 
Carol Burnett: In our market (Los Gatos, 
Saratoga, Monte Sereno, and the sur-
rounding area), everything has been 
going really great. I think everybody 
agrees that 2018 has been a good year 
and the balance of the year looks positive. 
I don’t think there is anything on the hori-
zon that should be forecasting any sort  
of a change. 

Michael Repka: It’s been holding in there, 
but I am actually a bit nervous. Tax 
changes have a lot of people concerned 
about the future, especially at the high-
end market. I’ve seen a greater number of 
listing appointments for people looking 
to retire and/or move out of California 
than I typically do. Either these people are 
moving to be closer to grandkids, or 
they’re moving to be in a state with no 
taxes. Everyone knows, at this point, that 
the new tax changes eliminate the de-
ductibility of state and local taxes that is 
particularly hard-hitting on California. 

There is a movement towards getting out 
of the state for people who don’t really 
need to be here. We’ll just have to see how 
this all unfolds and if people go through 
with their plans of possibly relocating, 
which could then result in a spike of high 
inventory. 
 
Are you currently seeing  
more inventory ? 
 
Repka: We are seeing a little bit more 
high inventory, but it is the number of 
people that I have met with who want to 
do this relocating in the next six months 
or year that is making things a bit more 
complicated. As we get closer to the 
spring, it is going to be interesting to see 
how people will respond. I do a tax semi-
nar, and typically we have about 80-100 
people attend. This year, 850 signed up 
for the seminar. We had to rent an audito-
rium. These tax changes could lead to 
things becoming a bit problematic. 
 
Burnett: I keep close watch on the inven-
tory of houses. In Santa Clara County 
today, it’s less than it was two weeks ago.  
I don’t know if I should say it is a concern; 
however, the minute you see a shift in in-
ventory you get these people that think 
the sky is falling. It’s too early to know 
why there was a shift in inventory during 
the summer because we don’t know if it is 
just July and people are gone or if it’s be-
cause of some other reason. Now that 
school is starting next week and people 
are back, we have to get into the fall be-
fore we see any foreseeable trend in in-
ventory. Most of the economists say that 
the projection is certainly straight 
throughout 2018.  
 
Repka: I certainly agree. The market has 
been holding up. We still have seen some 
good sales but there are definitely fewer 
offers than there have been in the past. 
Fewer offers could be an indicator of  
a problematic shift, but I don’t think the 
sky is falling. Still, it is something that 
must be watched. 
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Nancy Robinson: I think when we say  
a change in the market, we have to re-
member we weren’t in a normal market. 
A normal market is when things do take a 
little more time, listings are on the market 
for a few more days, and you have price 
reductions after time. In my opinion, 
what we’re seeing is a more leveled off 
control of the market. It could be part 
summer, part buyer fatigue, or a combi-
nation of both. 
 
Joe Brown: For our company, Intero, 
pending sales were down in June. We  
had a lot of early vacations, a lot of out-of-
town graduations, and now we have a 
compressed summer. Therefore, closings 
were down in July, which could make 
some people a little nervous on the short 
side of things. Of course, if you’re close to 
the agents, everybody is doing business. 
Business is different than it was 90 days 
ago and they [the agents] are all trying to 
figure out how to do business in this mar-
ketplace. Do you do staging for 90 days 
now, or do you just try to sell it in a week? 
As we’re moving through this, there’s a lot 
of different levels of real estate—people 
thinking about what the change is and 
what’s going to happen. The underlying 
factor is a tremendous amount of jobs. A 
bunch of people want to live here, their 
companies are helping them buy proper-
ties, they don’t want to commute. There is 
tremendous pressure on properties up 
here versus in Morgan Hill, Gilroy, or Hol-
lister. It’s also different how they’re trying 
to do the transactions now. I think as long 
as the interest rates hold and the job situ-
ation remains the same through the end 
of the year, we should be fine. While there 
are a lot of people wanting to leave the 
state, it is good that we are getting more 
inventory for the people who are looking 
to move here. 
 
Burnett: We’ve had a seven- to nine-year 
growth cycle. We have a lot of realtors 
who have never been in what Nancy calls 
a normal market. So I have a lot of anx-
ious agents in my office who don’t know 

what to do and how to sell on a longer 
cycle. Those agents haven’t had the skill 
set on how to council buyers or for how 
many days to stage, so it’s almost like we 
need to retrain and re-educate these new 
agents because they’ve never experienced 
the market of 10, 12, 15 years ago. I’m not 
sure there is a normal market anymore. 
 
Robinson: For us, it’s about educating 
new agents. I think we have a lot of anx-
ious clients as well, because today’s seller 
is also used to the new normal and they 
start to panic when their home does not 
sell immediately. The more people panic, 
agents may potentially get fired from 
their seller because they can’t perform. 
 
Tim Proschold: It is a matter of one area 
where the realtor provides a lot of value 
to the market and uncovers those homes 
that have been sitting on the market for 
awhile, advertises them to his or her 
clients, and shows them the great value 
and opportunity those homes have for 
them. Buyers who are just shopping on 
their own, without a realtor, don’t have 
that. So being able to understand your 
clients’ needs and point out things to 
them that they may not have seen other-
wise is a crucial strategy.  
 
Repka: For many people looking to sell or 
buy a house, they turn to their friend to 
try to get them to help them out instead 
of getting a good, experienced agent to 
help them out. Inexperienced agents may 
put a house on the market and list it for 
too much, then it doesn’t sell. Or if an 
agent’s subconscious is telling them that a 
property is unlikely to sell, they may not 
put a lot of marketing behind a listing. In 
that case, even if they aren’t making any 
money from the property, they aren’t los-
ing money from the property either be-
cause they aren’t putting advertising 
behind it. Often, independent sellers who 
receive a lot of offers within the first few 
weeks don’t realize their house could sell 
for more when the market is high. Good 
agents are able to put together the impor-

tant marketing strategy that is going to 
help get the best possible price.  
 
Burnett: Agents in the upper price points 
are used to implementing a marketing 
strategy, because even in the aggressive 
market, their listing may hang in there 
and stay on the market for a bit longer. 
But the agents in lower price points are 
not used to implementing a marketing 
strategy. They are going to need to do  
that now. 
 
Who’s buying right now? 
 
Jeff Gibson: In the San Francisco area, we 
are getting a lot of downsizers. We’re get-
ting a lot from the Peninsula, and in the 
city, people want to be able to walk every-
where. People really want to be within 
walking distance of everything now. 
There are all kinds of people buying,  
but China has definitely slowed down be-
cause of money controls, so we aren't see-
ing a lot of that anymore. But we’re still 
seeing Europe, Canada. The tech piece is 
still working for us, so Austin, Boston,  
Seattle, those are all strong markets for  
us. Everyone is talking about what is 
going on in New York City right now as  
its market has really shifted. There’s a glut 
of luxury condos with high prices, so the 
market has cooled. In Menlo Park, we 
may have one of the hottest markets in 
the U.S., but in San Francisco, things are 
still really strong—maybe not as strong as 
they were in May 2016, but most things 
are pretty well priced. 
 
Proschold: We’re seeing lots of tech folks 
in Silicon Valley buying. Those people 
with strong incomes and down-payment 
funds are buying. For sellers, if you can 
invest money and limit the amount of 
cash up front, it’s crucial right now. People 
don’t want to remodel. That requires two 
things: cash up front, and time. People 
just don’t have the time to remodel a 
house anymore, so they just choose to 
look for a house that is right for them in-
stead of having to change everything. 
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Robinson:  I agree with what everyone is 
saying. It is definitely still very tech-cen-
tric and we’re seeing a lot of people who 
don’t have to be here really consider leav-
ing. We don’t necessarily see the multi-
generational family staying in these 
communities. So we’re seeing a dynamic 
shift in communities, and it’s the buyers 
from outside. 
 
Repka: The China situation is very inter-
esting still. With the showings for houses 
that are over $5 million, we’re getting 50-
55% of the showings to Chinese buyers, 
which is really interesting. But they are 
not buying as investments anymore. I’ve 
had virtually no one who wants to look at 
normally priced homes who then wants 
to rent them out as investments. The 
trend of Atherton buyers looking to hold 
houses is slowing down. People just look-
ing to own properties in the United States 
just because it’s stable and vacant, that’s 
gone. However, people looking at houses 
in the mid $5 – $12 million range has 
really increased for us. 
 
Robinson: We’re seeing movement down 
in Pebble Beach and Carmel a lot more  
as well. 
 
Brown: In Santa Clara County and on the 
Peninsula, we are seeing a lot of people 
who are being helped by their family. 
Most are doing 20% down payments. 
Young people who are working for Face-
book and Apple are cashing in stocks and 
making large down payments in Santa 

Clara and Sunnyvale. We still have buyers 
from the high end to the low end. It’s all 
moving and we still have pent-up de-
mand at every level, but the makeup in 
the buyer pool is changing. We had more 
investors six months ago than we do now, 
which is starting to open the doors for the 
younger kids buying houses. 
 
Proschold: A lot of folks are qualifying 
with their RSU (Restricted Stock Unit) in-
come, so that’s a trend that could be wor-
risome if they are relying on their income 
to put down that mortgage. The RSU 
qualification is 90% of the applications 
right now. People who are cashing in 
stock are not pushing their qualifications 
to the max. 

 
Repka: It seemed like two years ago we 
were getting a lot more cash offers than 
we are now. And, strangely, it seems that 
the increase in interest rates is helping 
that and is the key to more demand.  

 
Gibson: We were seeing 80% cash offers, 
which is now unimaginable. People were 
coming in with cash to do the deal and 
then putting a loan on it. Now people are 
coming in with financing. 
 
Selma Hepp: Media headlines can make  
a huge impact on consumer confidence. 

Consumer confidence is such an impor-
tant part of this, so whatever is happening 
in media is driving that confidence. Chief 
economists from all big real estate and fi-
nancial consumers are saying that every-
one is on the same page, that 2020 is the 
year that everything is going to change.  

The issue now is telling what is the 
thing that is going to change. Employ-
ment is also driving the market. In all sec-
tors, we have so many job openings, and 
not enough people. Current governmen-
tal policies are not helping, in the sense 
that we need more workers. Job openings 
are at a record high; so many openings 
but not enough people. There is a con-
cern over an increase in corporate debt 
that could be one of the potential triggers 
for the recession in a few years. However, 
consumer spending has been pretty good.  

In terms of price growth, that is cool-
ing. Markets that have been growing so 
fast are going to cool, like Seattle and  
Las Vegas. It’s a balance, which is a good 
thing. A big problem in the housing  
market, economists believe, is shortage  
of supply. The big concern over new  
construction is that we’re not building 
enough here at all. With people wanting 
to move out, it is a good thing because 
then new generations of people are com-
ing in and are going to be able to support 
this employment growth.  
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Gibson: There will never be enough  
construction in San Francisco or the Bay 
Area. It will not be a New York City. Even 
if they built everything that is being pro-
posed, it will never be enough. I want to 
mention two markets in my region: the 
East Bay and the North Bay. We’ve seen  
a huge takeoff in the market after last 
year’s October fires. There was a 35% 
year-over-year pick-up in prices this year 
in Sonoma Valley. This North Bay growth 
has been stunning, so those prices will 
definitely cool in the future because we 
can’t have this huge 35% growth three 
years in a row. So that has been a really in-
teresting market to watch. Think about it: 
6,000 people needed new houses the next 
day after the fires. Then in the East Bay, 
we’re seeing buyers who were priced out 
of San Francisco. A lot of those people  
are moving out and into Piedmont and  
Emeryville, resulting in a climb in the 
prices of those cities. 

Burnett: It isn’t that builders aren’t con-
scious about building, but there just isn’t 
enough space. California isn’t like Texas 
where there is endless land. People will 
have to build higher because there is no 
more land to build out.  
 
Where is the market going  
in the next 12 to 18 months? 
 
Robinson: I think 2018 is going to be 
stable. I appreciate Salma’s insight into 

the year 2020, as I definitely think there  
will be a shift. We need to prepare our 
agents for that market. They have to 
show their value and distinctive point  
of difference. 
 
Hepp: I think there will be lack of de-
mand for the millennials. The peak of 
their distribution is 28 years old now. I 
don’t think there will be a demand prob-
lem by 2020, but I think there will be  
a shock in the economy. I am not con-
cerned about demand, but I am con-
cerned about supply. 
 
Brown: I’m not concerned about econ-
omy, but I am concerned about the com-
pany and how we will survive these 
changes coming. The face of the company 
is changing. Millennials are coming into 
the business, and if we aren’t prepared to 
coach them through the buying process, 
they won’t be ready to represent the com-
pany. The big question is, how do we, as a 
company, get the millennials to work with 
us and navigate the buying process in our 
way? I think that no matter what happens 
in real estate, a good agent is key. 
 
Repka: I am probably the minority, but I 
think that the outside forces that are com-
ing into the real-estate industry are good 
for that. Those people [the new agents] 
are facing an uphill battle coming in from 
the outside and are forced to try their best 
to make things right and get up to our 
standard and skill set. Real estate agents 
have to be better at listening to the clients 
and getting them to the best place for 
buying and listing. As the industry 
changes and evolves, the companies that 
are leading the industry, the ones who 
don’t just rest on their laurels but keep 
pushing through, will continue to do well. 
The focus for agents is going to be more 
of who is going to do the best job and be 
the most professional with their buyers. 
Over the next five years, we are going to 
continue to see some progression as long 
as agents are really keeping in mind what 
the client needs. 

Proschold: Sales are up 20% compared  
to last year, so things seem to be stable. 
Last year was an abnormal year as prices 
racked up at the end of the year. I think 
there will be a leveling off in August and 
September, but I do think the 2019 pric-
ing will be on par. 

Burnett: I think the rest of 2018 will be 
great. I also think the market will level off 
in a bit, but we really are lucky to be in 
Silicon Valley. We’re like an island and are 
protected against the huge downturns 
that other places face. 
 
Hepp: I’m feeling positive being in this 
area. When you compare this area to other 
parts of the world, like Hong Kong and 
Singapore, we are still relatively affordable 
for a luxury buyer. When people ask, is 
this sustainable, I feel like to some extent 
it is, though we aren’t building as much as 
New York is building. But we definitely 
could keep on going for a while longer. � 


