
It is crucial that you have the best information and guidance on which to base your real 

estate decisions  - thus our semi-annual real estate update.  This  approach in analyzing 

the market is uniquely lead by our management team which is comprised of an 

economist and two players from the financial industry.   All data and synopsis is local to 

Martin County which makes this information critical to interpreting the market.  

Furthermore,  we update our sales professionals every month with the most current 

changes so they can provide that information to you, our appreciated clients and 

customers. 

Today’s Rapidly Changing Market 

In our last edition, we mentioned the two most important factors affecting housing were 

inventory and interest rates.  Our message of the importance of action resonated with 

many of you, as you helped us become the number one sales office in Martin County for 

residential transactions for all of 2013! Thank you for your trust.   

Inventory levels for single family residential homes bottomed in July, and have since seen 

a moderate increase.  In July there were only 992 available homes for sale, and by 

December there were 1,212 on the market.  This 22% increase brought the absorption 

rate (the amount of time it would take demand to absorb current supply) to a healthy 

level.  This was a move in the right direction as it is critical to have a steady supply of 

homes to sell considering the current demand levels, or the market becomes deflated. 

Prices increased at an above 

normal pace (about 12%) over 

the past 12 months due to last 

year’s heightened demand and 

limited inventory.  Prices will 

continue to improve but at a 

decelerating pace now that the 

absorption rate  has moved from 

an overheated level of less than 

five months to a more normal  

seven  month level (figure 1).  In 

other words, supply and demand 

are currently vacillating in a 

range at about market 

equilibrium.  
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How’s the Market? 

Figure 1 

Martin County Residential Average Quarterly Absorption Rates Q3 2008—Q4 2013 

1st Quarter, 2014 

Click on this chart to View a Larger Version in Your Browser. 

http://www.premierinsiders.com/files/PDF/PRG1.pdf
http://www.premierinsiders.com/files/PDF/PRG1.pdf
http://www.premierinsiders.com/files/PDF/AbsorptionRate.pdf


 

Your Price Point 

The key is to obtain the most relevant information on your specific property.  This is 

best accomplished with a specific property analysis utilizing the latest trends and data.  

Just using past sales (a typical appraisal or “market analysis”) does not get the job 

done.  One needs to know where the market is going and why.  How to position your 

property for the future—not the past!  Your Premier Professional will gladly assist in a 

completely individualized analysis, confidentially and complimentary. As a teaser, 

figure 2 shows the market efficiency at various price points compared to this time last 

year.  The boxes in red show the data for each category as of December 2012.  For 

example, the first two columns on figure 2 show the sales by price range for a six 

month period.  The second two columns show the inventory.  Note there was one sale 

for the six months ending December 2012 over $3,000,000.  As of December 2013, for 

that six month period, there were five sales.  This is just one of the key trends— the 

gradual return of our upper-end market.  The $200,000 to $400,000 market had 

substantial gains as previously “underwater” properties came on to the market.  The 

balance of the market, $400,000 to $2,999,999 remained resilient. 

Click any chart 

to open a larger 

version in your 

web browser. 

“Your Premier 

Professional will 

gladly assist in a 

completely 

individualized 

analysis 

confidentially and 

complimentary.”  

Figure 2 

“Figure 2 shows 

the market 

efficiency at 

various price points 

compared to this 

time last year.  The 

boxes in red show 

the data for each 

category as of 

December 2012.“ 

http://www.premierinsiders.com/files/PDF/DecemberTrendIndicator.pdf


Mainstream Media Confusion 

While there is no crystal ball to predict the future, there are some general misconceptions reported by mainstream 

media.  The national news outlets report statistics and discuss a potential slow down in the real estate market.  This 

national interpretation can cause confusion. The  principal confusing indicator is the pending home sales index.  It is 

true there has been a fall off in pending home sales on a 

national level.  However, this is not necessarily an indication of 

market weakness!  The truth is the bulk of the drop in pending 

homes comes from the West Coast of the US (figure 3).   

The reason?  Very limited inventory for buyers to purchase as 

compared to demand!  In fact that region has multiple offer 

situations and strongly escalating prices. The other reason for 

the decline in pending home sales is the institutional buyers 

are slowing their aggressive home purchasing binges.  Perhaps 

the freezing pipes up North reminded these bulk purchasers 

that there is more work involved in real estate investment 

than in “paper” investing!  We have also worked our way 

through the bulk of the foreclosures and short sales.  Not too long ago, these distressed properties represented 30% 

of all sales.  Today that number is down to 15%.  The non-distressed market has improved and is healthy! A hyper 

inflating real estate market is not good for the economy.  A market with sustainable appreciation at equilibrium of 

supply/demand is healthy.  We are approaching that very position except for interest rates discussed below! 

Interest Rates Continue to Rise 

If you heard us last year, please hear us again.  You have not missed the boat; rates are still very low by historical 

standards.  The message is still the same!  Rates will continue to increase and purchasing power will continue to 

erode for buyers that desire to get a mortgage.  We want you out in front of this, as today’s rates can save you a 

substantial amount of money over the years compared to “tomorrow’s” rates.  As for “tomorrow’s” rates, check out 

what the experts are predicting (figure 4).  As of print time for this newsletter the average rate on a 30 year fixed is 

4.36%.  At that rate, every $100,000 financed costs $498 per month.  With rates anticipated to increase about 80 

basis points by first quarter 2015, that same $100,000 would cost  $547 

per month—a 10% increase in cost!  For example, a monthly payment on 

a $500,000 loan amount at 4.36% is about $2,492, or $29,904 over a 

year.  When interest rates increase 80 basis points to 5.16%, that same 

loan would cost $2,733 per month, or $32,796 per year.  Waiting to buy 

using this example equals a monthly increase of $241, an annual increase 

of $2,892, which over 30 years means the same home at the higher rate 

costs about an additional $86,760.  Buyers will either pay more for the 

home they want or alter their price point to accommodate the increased 

cost of interest rates.  

Figure 3 

Figure 4 

http://www.premierinsiders.com/files/PDF/HomeSales.pdf
http://www.premierinsiders.com/files/PDF/MortgageRate.pdf


 

The Message for Sellers 

 Unless your personal circumstances dictate, from a strictly financial perspective it is not prudent to wait to sell—

the pressure of modest appreciation will be tempered by the cost of increasing interest rates. 

 All signs continue to point to normalized appreciation, not big fluctuations as in years past. 

 The interest rate environment and limited competition that still exist today create an opportune market to sell.  

Rising interest rates decrease the purchasing power which reduces the buyer pool. 

 As predicted in the last report, increases in inventory and new construction are beginning. This will add inventory 

and create more competition. 

The Message for Buyers 

 The wait and see mentality is over.  The bottom has been reached and it is behind us! Opportunities are still 

available we may not see again in our lifetimes. 

 The cost of homeownership is still at historic lows, and will increase as interest rates rise. 

 Home prices will increase in 2014, although not at last year’s pace. 

 

Summary 

This PREMIER MARKET UPDATE is a serious undertaking, communicating the key local market information to over 

25,000 subscribers.  The amount of research and analysis that goes into the preparation is astounding.  The reward 

comes in the stories I hear from our team of professionals, that describe how the information in this letter helps their 

customers make difficult decisions.  I am honored to work with the best team of real estate professionals that care so 

deeply about you. They have the acumen to interpret and accomplish your real estate objectives.  It is an amazing 

team.  I encourage you to get in touch with your Premier Professional for any additional real estate information which 

includes our in depth analysis on a specific property you are considering buying or selling.  If you are thinking of a 

purchase, our team employs a thorough buyer process to make things as smooth and stress-free as possible.  Either 

way, time spent on the front end with your Premier Professional will not only save you money and time but provide 

the reassurance you are making a decision based on the best available information in a rapidly changing environment! 

To discuss how this information affects your property or investment goals, 

 contact your Premier Real Estate Professional.  

Visit www.PremierRealtyGroup.com or call 772-287-1777. 

 

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a 

recommendation, offer or solicitation to buy or sell property.   

The opinions expressed are as of December 31st 2013, and may change as subsequent conditions vary. 
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