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Bay Area and Silicon Valley, where permits for future construction of single-family homes issued
by the Western Region of the California Home Builders Association rose 7.5 percent in the first
quarter from a year ago. Is it a sign of a revival in home construction? “l think we just have to
get through January,” said Daniel Wallach, chief economist at the consulting firm of
ECONorthwest. The housing market is recovering, he said, because there is a fundamental shift
in consumer psychology: Consumers no longer expect a home to be an essential necessity, as
was the case in the past. “People have jobs,” he said, “and they want to be able to save and
invest in an apartment where they can afford to live.” The Bay Area and Silicon Valley have
benefited from the technological revolution in the past three decades, he said. The technology
sector pays well and provides a wealth of attractive alternatives to owning a home. But the
housing market also is benefiting from something else: Federal interest rates were higher in the
early 1990s than they are today, and that made loans cheaper and easier to obtain. That easing
of credit has made it easier for first-time buyers to obtain loans to buy homes. “The jobs in the
technology sector are very dependent on venture capital,” Wallach said. “If there were no
venture capital or no W.R. Grace with which to finance start-ups, the demand for housing
wouldn’t be there.” That’s certainly true in Silicon Valley, where the construction of a new office
building is highly dependent on investors willing to write checks for the venture capital needed
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