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Source:  Home Prices Rise in California Again, Wall Street Journal, June 26, 2009.

http://online.wsj.com/article/SB124597490775357441.html 
The article documents three straight monthly increases in the median price of existing single-family houses in California.  The price of a home rose 4.2% to $267,570 from April to May.  The article also indicates that the number of homes sold rose 35.2% to 556,590 from a year earlier.
What is causing the rise in home prices?  One suggestion from the article is that the inventory of foreclosed properties is dwindling so that home buyers must turn to non-foreclosed properties.  The last paragraph of the article also suggests that consumers might believe the market is bottoming out—if this is true, then buyers might reasonable expect prices to start rising again.  One of the classic demand shifters mentioned in the textbook is Price Expectations.  If buyers expect the price of a good to rise in the future, the current demand for the good is likely to increase.  This is represented as a rightward shift in the demand curve for housing from DApril to DMay as shown below.  Consequently, the equilibrium price of housing rises to PMay, or $267,570.
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