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“How’s the market?” That’s likely the most common question
asked to a real estate agent. The person asking is generally
anticipating a one-word answer like, “Great.”

If it were only that simple.

The real estate market is a big pendulum. Sometimes it is
swinging in favor of the sellers, sometimes in favor of the buyers,
and sometimes in favor of no one. There’s no predicting the
market’s pattern except to say, it is always swinging.

To make it even more complex, the market can be shining on one
location/price/type of house while shunning another – ALL AT
THE SAME TIME.

Your job to help the seller make good pricing decisions, which
requires you to understand the “mood” of the market for your
upcoming listing, compare that to the CMA, and then factor in
the seller’s goal.

Our goal here is to teach you how to discover the market trend
for your new listing.

So let’s get started…
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Discovering the trend of the market requires an examination of
the current listings on the market vs. the rate at which these
listings are selling. The result is expressed in months of
inventory.

Many agents know this process as Absorption Rate. The
question that Absorption rate answers is: If no more homes
come on the market, how long will it take for all homes in this
price point/location to be absorbed into the market?

In order to create the most current information, this formula has
a slight twist to the traditional Absorption Rate. Here are the
steps:

Step 1: Find the number of current listings that compete
against your new listing. You do this by searching in the MLS the
same general price point and the same general area.

Step 2: Find the number of houses (using the same criteria in
Step 1) that have gone under contract/pending* in the past 30
days.

Step 3: Divide the number discovered in Step 1 by the number
discovered in Step 2. That’s your absorption number.

Example:

50 (homes on market) ÷ 25 (homes pending) = 2 (months of
inventory)

*Traditional Absorption Rate uses closed houses
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Determining the Market Trend

Okay, you have the number: now what? Here’s how you read
the number:

► Less than 6 months of inventory means…

The market is trending toward the seller. This condition means
there are more buyers than there is inventory. The closer that
number is to 0 the steeper the trend.

► More than 6 months of inventory means....

The market is trending toward the buyer. This means there is
more inventory than there are buyers. The higher the number
the steeper the trend.

► 6 months of inventory means....

The market is balanced. There is equal amounts of buyers and
sellers.

Keep in mind that the trend can help you moderate the CMA
findings. For example: if the CMA indicated range is $190,000 to
$200,000 and the market trend is toward the seller, then the
seller could entertain a higher asking price if their goal is to get
the highest price and the competition warrants that decision.
AND the seller must be willing to take the risks (appraisal, market
shifts, etc.)
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Jo Mangum

CRS | GRI | SPS | SLS

Trainer, Coach, Author

Educator of the Year 2015

Working in the real estate industry since 1993, Jo found that the
only thing more fun than working with clients with their real
estate needs was helping agents and managers accelerate their
success through training and coaching. Today, she has written
over 30 classes, developed two designation programs, written
an award-winning book, Pushy – Can I be a Top Salesperson and
Still Keep My Friends?, and was named the 2015 Educator of the
Year. More importantly, Jo has made a positive impact on 1000’s
of agents.
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The information contained in this program is provided for educational and information purposes only and
may not be suitable for your situation or location. This content is not a substitute for consulting with a
licensed professional in your state of residence and nothing herein should be construed as legal advice.
Please note that market conditions, local laws and regulation may differ based on your state of residence
and can have a substantial effect on your business. JAMM, Inc. makes no representations, warrantied
(implied or otherwise) or guarantees that any of the advice contained herein will result in an increase in
business, profits, or client volume. Nothing contained in this website or any JAMM, Inc. materials shall be
construed as such a promise or guarantee. JAMM, Inc. shall not be liable for any loss of profit or any
other personal/commercial damages.
Nothing contained in this program may be reproduced, stored, or transmitted in any form, or by any
means except as permitted under Section 107 or 108 of the United States Copyright Act, without the
prior written permission of JAMM, Inc.


