Third Quarter Market Report –2005
By Dave Phillips, CAE

The real estate market in the Charlottesville area continues to chug along like a freight train heading downhill.  The third quarter numbers indicate we are still on track for another record year for home sales in central Virginia.  According to figures from the CAAR Multiple Listing Service, 1259 homes were sold in the Charlottesville market area (including the counties of Albemarle, Fluvanna, Greene, Louisa, and Nelson, and the City of Charlottesville) in the third quarter compared to 1281 in the same period last year. (Note: total figures include all properties reported to the MLS even if they were outside the main market areas.)  Although that is a slight decrease in the number of closed sales for the quarter, sales are up 10% for the year.
Each month, CAAR publishes market statistics on the number of transactions closed, the number of listings that went under contract, the median sales price, the average days on market, price per square foot, and the number of new listings. These figures are tallied on a year-to-date basis every quarter and are compared to the same information from the previous year.  

Transactions Closed

As stated above, the third quarter saw a slight decrease in closed sales from last year.  Results by area are mixed (see chart) with Nelson showing the largest decrease in sales and Louisa showing the strongest increase.  Through three quarters all areas are up except Charlottesville and Fluvanna which are down .9% and 5.5% respectively.  Louisa is up a whopping 31.4% after three quarters followed by Albemarle which is up 13.3%.
Third Quarter 2005
Area


Total Sales
Compared to 2004
% Increase/Decrease
Albemarle

542

-12


-2.2%
Charlottesville  
156

+2


+1.3%
Fluvanna

183

-8


-4.2%
Greene


85

-6


-6.6%
Louisa


54

+3


+5.9%
Nelson


106

-19


-15.2%
Under Contract

Properties that are “under contract” (or pending) are ones that have a ratified sales contract that have not yet closed. This is, of course, an important indicator of how the closed transaction market will be doing in the coming months. The third quarter “under contract” figures for 2005 were up a healthy 4.7% from the same period last year.  For the quarter, 1128 listings went “under contract” in 2005 compared to 1077 that went “under contract” during the same period last year.  This should point the way to a strong final quarter for 2005 and another record shattering year.  
Median Sales Price

The median sales price is a better indicator of what the “average” home in our area sells for than is the average sales price. Our area is blessed with many estates and homes that often sell for more than a million dollars. In the third quarter of 2005, for instance, 33 transactions were closed for over one million dollars. Such properties distort the average sales price figures dramatically. The median sales price, on the other hand, is the number that represents the middle of the market. 50% of the homes in our area sold for more than this price and 50% sold for less than this price. The median sales price for the entire market area in the third quarter was $270,000 which is $40,000 more than the previous year’s figure. Nelson is leading the way with a third quarter median price of $318,000 (up 38%) followed by Albemarle $305,300 (up 20%), Charlottesville $259,000 (up 13%), Fluvanna $240,000 (up 23%), Greene $239,956 (up 29%), and Louisa $214,200 (up 15%).  The overall market, including properties outside the areas listed, increased by 17% to a median price of $270,000.  For the year through three quarters, the median sales price in the entire area has increased a respectable 12%.
Days on Market (DOM)

The best indicator of a hot market is found in this category. The average DOM for the area trended upward slightly last year, but the first nine months of 2005 show a brisker pace to the market. In the third quarter, the average DOM for all sales reported in the Multiple Listing Service was just 62 days which is 23 fewer days than the same period last year.  Albemarle and Charlottesville reported the most significant drop in DOM (-9 and -15 days respectively) while Greene (+5) and Louisa (+7) saw small increases. Albemarle led the way with DOM of just 53 days. The DOM for other areas was as follows: Charlottesville 54 , Fluvanna 55 ( no change), Greene 87, Louisa 88, and Nelson 70 (down 1).  The DOM for the entire area was just 62 days for a home to be on the market.
New Listings

One factor that affects the DOM statistic is inventory. If inventory is low, then there are fewer properties for buyers to consider and properties sell more quickly. CAAR tracks the number of new listings that come on the market each month to help us monitor the inventory of available homes. The inventory shortage that has plagued our area for the past few years has seen great improvement during 2005. As of mid-October, 2005, our database has 1,681 homes actively listed for sale.  That is an increase of 313 more homes on the market than the previous quarter and nearly 500 more than the beginning of the year. We can expect around 300 homes to be purchased in October. That means that there are roughly 5.6 homes available for every buyer in the entire market area. That is the highest number we have seen in several years.  While this higher inventory will cause a minor slow down the pace of price increases, we are still 20-30% down in inventory compared to the mid-1990’s.  It will take a few more quarters of major increases before we will see a significant effect on the market.
Price per Square Foot

This category helps us track the affordability of housing across jurisdictions in our area, but it is important to understand that this figure is not completely accurate.  Each home is a different mix of land, location, style and amenity and this figure does not take this soft data into account.   CAAR considers this to be an interesting statistic, but not one that should be used too widely in comparing properties. In the third quarter, the most expensive area per square foot was Nelson at $207 (up 31% from last year).  The other areas were as follows: Albemarle $173 (up 15%), Charlottesville $177 (up 21%), Fluvanna $137 (up 19%), Greene $142 (up 27%), and Louisa $140 (up 26%).

Conclusions and Forecasts

At the beginning of the year, I predicted that 2005 would be yet another record year for home sales in the Charlottesville area. With only one quarter to go, my prediction is a sure bet. The significant rise in inventory over the last two quarters is both reason to celebrate and an indication of a shift in the marketplace.  We are no where near calling this a “buyer’s market,” but if new listings continue to come on-line at this pace for a few more quarters, we will see less pressure on prices to increase and the average days on market will start to inch higher.  In other words, the market pendulum seems to be starting to swing away from the insane and back to a more “normal” pace.   *** If you have any questions on these market statistic or other aspects of the local market, please contact me at 434-817-2393 or Dave@caar.com.

