
Housing and Water

Key Actionable Forecasts
• The price of a median home in San Diego County stood at $527,000 in December 2015. This is forecasted 

to rise by 3.2% in 2016. 

• The rate of increase should be significantly higher in North County, with the highest rates of increase along 
the I-5 North County corridor. 

• 10,000 new housing units were authorized for construction in the county in 2016 (up from 9,893 in 2015). 
Two-thirds of the permits will be for multi-family units. 

• The Case-Schiller index (a measure of housing prices) will rise by 4% in San Diego county in 2016. The rate 
of change should be higher in North County. 

• The above will put additional pressure on housing demand in Southern Riverside County, and more San 
Diego workers will commute on I-15 by the end of 2016. 

• The price of water will increase far faster than the rate of inflation through at least 2016. 

• Most water conservation requirements will remain in place regardless of El Niño rainfall.

Monthly San Diego Snapshot
December 2015 finished the year in generally good 
shape for the San Diego economy. 

After a three-month lull during the third quarter, more 
than 900 residential building units were authorized for 
construction each month of the last quarter. 2015 ended 
with 9,893 units approved, a 44 percent increase over 
2014, and the most since 2005. 

The San Diego stock index, continued to slide as 
the year ended. The index of locally headquartered, 
publicly-traded companies in San Diego decreased 
another 3.4 percent in December, and was down 12.1 
percent from a year ago.

Unemployment continued to improve, reaching a sea-
sonally adjusted 4.7 percent in December. This was the 
lowest rate recorded in San Diego over the past eight 
years.

New business certificates issued by the City of San 
Diego totaled 1,111 in December, up 16 percent for the 
month and 12 percent for the entire year.

Finally, following a two-month dip, San Diego’s leading 
economic indicators turned upward again for the final 
quarter, indicating a positive outlook for the next 6 to 9 
months.
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Many who remain in the county are “house-poor,” 
seeing reduced purchasing power due to the 
percentage of their monthly paychecks spent on 
mortgages and rents (see proportion chart above). In 
turn, this effects retailers’ products and services for 
younger consumers and families who are most affected 
by housing costs.  By decades end, San Diego will 
experience another wave of equity migrants – residents 
taking equity gains on property and retiring to locations 
outside of San Diego. Firms positioned to benefit from 
this are real estate firms that can serve both those 
selling San Diego realestate and purchasing elsewhere.

There is little to suggest these problems will ameliorate. 
In the next three to five years, housing permits will 
remain below historic averages and, as a consequence, 
prices will continue to push upwards. 

Housing
High housing prices remain a key drag on San Diego’s 
regional economy, inhibiting job growth and depressing 
the purchasing power of local residents. San Diego 
prices rebounded after steep declines in the Great 
Recession, and the median price of homes sold in the 
third quarter of 2015 was $459,000. 

There are several impacts on businesses from high 
housing prices. Many workers in San Diego continue 
to move to Southern Riverside County (and beyond) in 
search of affordable housing.  Between 2009 and 2013, 
an average of 6,000 San Diegans moved each year to 
Riverside County. At one local school, the Vice Principal 
and three third-grade teachers (out of 7) drive from 
Temecula each day because they can’t afford a home 
locally. Absence and tardiness are more frequent at 
many firms, and many business have embraced flexible 
working arrangements and telecommuting out of 
necessity.



Water
Water will become more expensive and subject to more 
restrictions in the coming years.  Despite a strong El 
Niño, numerous California water managers suggest 
that rationing policies will be the “new normal” for the 
Golden State. Both watersheds that serve Southern 
California – the Sierra Nevada and the Colorado River –  
are under significant stress from both natural variations 
and policy choices. 

These are not new challenges and regional water 
managers have been making efforts to diversify the 
region’s water supply for at least 20 years. As the figure 
to the left shows, since 1990 the county has become 
significantly less dependent on water owned and sold by 
the Metropolitan Water District of Southern California. 
At the same time, the County Water Authority has 
significantly increased storage to ensure greater 
reliability and resiliency.

These policies required investment in both capital and 
personnel. Given underlying cost structures, rates are 
forecasted to continue to rise faster than the rate of 
inflation at least through 2019.

Increased costs and restrictions have already had an 
impact throughout northern San Diego County. Three 
local golf courses have closed in the past decade, and 
numerous others have taken steps to cut back on water 
use. Farmers in San Diego have switched to low-water 
crops, and the growing winery industry in Ramona has 
been fueled, in part, by the fact that grapes are a much 
more water-efficient crop than many of the alternatives.  

The days of unfettered access to cheap water may be 
coming to a close. For most businesses the cost will 
increase, though most San Diego businesses are not 
so water-intensive as to be facing increases that will 
dramatically change their operations or bottom line.



Upcoming Dates

Thank You to Our Partners

March 30 - Airport and Military

April 20 - Port and Energy

May 25 - Transportation and Fuel Costs

June 22 - Finance (Power of the Dollar) and Business Loans

July 27 - Education and Technology

August 24 - Food & Beverage and Hospitality

September 28 - Health and Social Services

October 26 - Defense and Manufacturing

November TBD - Retail and Taxes & Regulations


