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HOUSING IS ON THE MOVE
The housing market relies tremendously
on the economic concept of supply and
demand to derive the current velocity of
the housing market.
When each home is sold, a transaction
takes place between a buyer and seller.
The laws of supply and demand dictate the
equilibrium price of a property. A low
supply or housing inventory, just as we
have experienced over the last couple of
years, may drive prices up, ultimately
leading to homes selling more than their
asking price. This is how appreciation
takes place in the market. Similarly, a
market with too many homes or too little
demand, like we saw in the years following
the Great Recession, will see homes selling
below asking price and values eventually
shrinking.

INSANE SELLER'S MARKET: 0 DAYS - 40 DAYS
HOT SELLER'S MARKET: 40 DAYS - 60 DAYS
SLIGHT SELLER'S MARKET: 60 DAYS - 90 DAYS

When taking the current active inventory and
dividing it by the current buying pace, the
velocity of the market gets revealed in the
form of an Expected Market Time. An
Expected Market Time of 50 Days represents
a 'Hot Seller's Market', where Sellers are firmly
in control of the transactional process, and
values appreciate. Alternatively, an Expected
Market Time of 140 Days represents a 'Slight
Buyer's Market' where buyers have a small
advantage and can often offer under asking
price. Homes have the potential to lose value
in this range.
It is crucial to guage the current speed of the
market in order to properly set client
expectations for buying or selling a home. The
Expected Market Time range breakdown is as
follows:

BALANCED MARKET: 90 DAYS - 120 DAYS
SLIGHT BUYER'S MARKET: 120 DAYS - 150 DAYS
DEEP BUYER'S MARKET: 150 DAYS+

WHAT IS EXPECTED MARKET TIME?
The Expected Market Time, or EMT for short,
is defined as the number of days it will take
to fully exhaust the available supply of
homes based upon current demand, which is
the past month's pending sale activity. You
can also think of it as the time it takes
between placing a 'For-Sale' sign onto the
front lawn and entering into escrow.

Sold data is tracked by most widely
publicized housing indices, but it tells us a
story of what happened about 45 to 60 days
back. The market does not adhere to
following what happened in the past. Instead,
it does whatever it pleases today. Using
pending sales over the prior month tells us
what buyers are willing to do right now.

Many often mistaken this term with what is
known as Days on Market. Days on Market is
measured as the number of days that a home
has been exposed to the market. The goal
with this measurement is to see how long
each individual listing has remained active
without success. Many look at the Average
Days on Market to ascertain the speed of the
market; HOWEVER, it does not move as
quickly and cannot accurately identify market
changes and new trends.

As the market slows a bit during the summer
months, pending sales are going to drop
slightly and the inventory will climb. As a
result, the Expected Market Time will climb
throughout the summer, slowing any
appreciation considerably. Relying on this
data is like looking out the windshield of your
car, the best way to determine where you are
headed. Yet, during the summer months Sold
Data Indices will be elevated and indicate
rising values; but, remember, this data will be
a reflection of late spring, a completely
different market compared to the summer.
Relying on this data is like driving a car while
looking out the rearview mirror.

The argument against emphasizing pending
sales is that many homes fall out of escrow.
It happens, but not an alarming rate. Even
though some pending sales do not go
together, the Expected Market Time is
extremely accurate and a powerful gauge of
the current market. Yet, sold data is not a
reliable gauge of demand TODAY.

The Expected Market Time encompasses
the twists and turns as real estate evolves
from season to season or responds to
changes in the economy, interest rate
changes, or local and global events.

