Is there a housing bubble and will it burst in
San Francisco?

Report examines “bubble risk” in 20 global financial centers
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Home prices are rising nationally and at a still faster clip in the Bay Area. When will it
end?

A report on housing “bubble risk” in 20 global financial markets finds that San Francisco
is the most overvalued American city in the group. But while housing price growth in the city
“has outpaced the U.S. as a whole by 260 percentage points over the last 40 years,” San
Francisco still has only “limited bubble risk,” according to the report from UBS, the Swiss
financial services company.

That’s because San Francisco is a “superstar” city buoyed by the growth of high-wealth
households. Prices in San Francisco are up nearly 65 percent since 2011, UBS says, but its
housing market is protected by “strong economic fundamentals amid the astonishing boom of
tech companies.”

So where might the housing bubble pop?

Toronto tops UBS’s Global Real Estate Bubble Index for 2017. Also at risk of a housing
bubble are Stockholm, Munich, Vancouver, Sydney, London and Hong Kong — though London
and Hong Kong, also deemed “superstars,” are presumably at less risk than the others in that
group.

Los Angeles, like San Francisco, is categorized as “overvalued” in the report, while New
York and Boston are “fair-valued” and Chicago is “undervalued.”

And what could push bubbles toward bursting? Interest rates, for one thing. If they climb,
investors could pull back.

And then there’s the general problem of affordabilty.

“The recovery in the U.S. housing market following the bursting of the housing bubble in
2007 has taken national home prices to new heights,” said Jonathan Woloshin, co-head of
Americas Fundamental Research at UBS Wealth Management’s chief investment office.

A bit ominously, he added: “In our opinion, housing affordability is significantly more
challenged than conventional wisdom posits.”
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