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People often ask us, “how’s the residential real estate market doing 
in your area?”  subjectively, the answer is, “It depends on the week.”  
some weeks a lot of contracts come in for closing and we feel like it’s 
2004 again (well, not really), and other weeks the phone doesn’t ring 
as much.

objectively, though, the numbers published by the Punta gorda-Port charlotte-north Port as-
sociation of realtors, Inc. show an interesting mix of news.  It’s no secret that the average sale 
price of single family homes and condominium units has dropped substantially in our market area.  
for the last year-and-a-half it has hovered in the $125,000 range, about half of what it was four 
years ago.  (september’s average dropped to $110,000, but apparently that was just a one-month 
aberration as it popped back up to almost $126,000 in october.)  there is no doubt that there 
are remarkable deals out there, especially waterfront, for those hearty souls left with cash or good 
credit scores.

But the real interesting column is the number of months of inventory on the market; that is, given 
the market in terms of how many sales are occurring each month, how many months would it take 
to sell all the homes currently on the multiple listing service?  that number peaked in october of 
2007 at 46.4.  thus, since there were only 165 sales that month, it would take almost four years 
at that level of activity to sell everything in the Mls.  that number stayed mostly in the 30’s and 
40’s in 2007 and in the 20’s in 2008.  In March of 2010 it got as low as 8 months. It now has 
clicked back up to 12 months, though that increase is probably explained by the seasonal nature 
of our area’s real estate market.

It is basic supply and demand.  If you want the prices to go up, either the supply has to go down 
or the demand has to go up.  at the height of the market, the demand was unsustainable.  In ad-
dition to primary residence buyers there were second home buyers, rental property buyers, inves-
tors, speculators, and plenty of people who had no business buying a house even though banks 
were lending them money to do so.  It was like the shoe shine boy giving stock tips before the 
great Depression - people from all over the world were buying properties in southwest florida 
faster than tulips in holland, often sight unseen.  Prices went through the roof to the point it was 
unfathomable to us who have been around here for a while. 

then all the buyers went away, and sellers appeared in droves, so prices had no place to go but 
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down.  Meanwhile inventory stacked up on the Mls to hit the four-year number mentioned above, 
ample evidence of over-supply in the market, causing prices to fall even further.  

the drop in the inventory to a more manageable 12 months is an absolute precursor to a return 
to a healthy market.  Prices (and therefore, values) will not start going back up until demand out-
paces supply.  With minimal new construction going on, a reasonable uptick in new buyers this 
coming season would show further signs of recovery.  conventional wisdom though is that there 
are many sellers sitting on the sideline waiting until the prices go up so they can get out from 
being under water in their mortgages.  also, there are plenty of bank-owned properties out there 
that aren’t listed yet because even the banks don’t want to sell at such a low price.  hopefully, the 
anticipated flow of these properties onto the market will be managed in such a way that there is 
an orderly turnover of inventory and home values can rise in a reasonable and sustainable manner. 

another bright spot is that the average number of days a property stays on the market before 
it sells has dropped from a high of 147 in august of 2009 to right around 100 for the last few 
months.  this is a further positive sign of a return to a healthy market.

one final note about the numbers.  they show that in all kinds of markets our local realtors have 
a good handle on values.  In october, the average sale price was 92% of the average list price.  
In the last four years that number has never been below 90% and has rarely been above 94%, an 
impressively tight margin.  It means that those listing realtors whose properties are being sold 
are doing a good job of advising their sellers at what price to list their properties so that they sell 
as quickly as possible without leaving too much money on the table.  

so how is the real estate market doing?  It depends on whom you ask and when.  subjectively, I 
often hear that the worst is behind us.  objectively, the numbers seem to back that up.
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this newsletter is for general information and education purposes only.
It is not offered as legal advice or legal opinion.

to the extent this message contains tax advice, the u.s. treasury Department requires us to inform you 
that any advice in this letter is not intended or written by our firm to be used, and cannot be used by 

any taxpayer, for the purpose of avoiding any penalties that may be imposed under the Internal revenue 
code. advice from our firm relating to federal tax matters may not be used in promoting, marketing or 

recommending any entity, investment plan or arrangement to any taxpayer.

to subscribe to our monthly newsletters, please visit our website at www.farr.com


