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First Quarter Recap

The real estate industry performed at record levels in the first quarter of 2018. Sales of residential
properties in the 1% Quarter 2018 increased significantly compared to the 1% Quarters of 2017 and
prior years. New listings of properties for sale has grown at a slower pace compared to sales
resulting in a continuing decline in properties listed for sale.

Sales in each of six price bands:

e Less than $150,000, RESIDENTIAL SALES BY PRICE RANGE
FIRST QUARTER 2018

e $150,000 - $200,000,
e $200,000 to $250,000,
e $250,000 to $300,000,

e $300,000 to $350,000, o

e More than $350,000 $250-6300k m $200-$250k

12% $250-$300k
 $300-$350k
W >$350k

grew and maintained the approximate share of
total sales. Homes in the less than $150,000
range comprised the largest share at 30% of all
sales during the quarter. The $150,000 to
$200,000 was the second largest share at 22%.
See Figure 1.

Figure 1

Average and Median Sales Prices continued to rise with the increased number of transactions. The
number of pending sales grew at a faster rate to reach 320 transactions pending. More pending
transactions is not unexpected, but the 41% increase could suggest closing capacity limitations.

The underlying economic conditions for Madison County are also strong as shown by growth in
population, workforce, income, and Gross Domestic Product. With a relatively strong economy,
it is reasonable to expect that demand for real estate properties should continue to trend upward.
Overall, the 1% Quarter of 2018 was a strong period for residential real estate in Madison County:.

Report Content
I.  Real Estate Analysis Feature V.  Demographics
Il.  Sales & Price Levels VI.  Local Area Outlook
1. Market Momentum VII.  VI. Other Economic Insight
IV.  Inventory Status VIIl.  Data Sources
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Real Estate Analysis Feature: Absorption Rate

The absorption rate is the rate at which the supply of homes listed for sale is reduced (absorbed)
by sales. It may also be expressed as the number of homes sold in a given period of time, e.g., a
month. Observing the absorption rate or homes sold per month over time shows not only trends
in the market but also significant changes in activity.

The absorption rate may be calculated for the total properties available and it can be calculated for
sub-levels of properties available. Analyzing the absorption rate within a number or price ranges
allows the observer to see which price ranges of homes have been in greatest demand relative to
the supply of homes in that price range.

Figures 2 — 7 below show the absorption rate/months of supply (red line), the sales volume (blue
line) and the ending inventory (green line) of each quarter from 2010 through 1% Quarter 2018.
The absorption rate/months of supply and the sales volume are calculated using a 6-month moving
average to smooth the quarter-end fluctuations.

Homes priced below $150,000 — Both the absorption rate and the level of inventory shows a
significant drop from 2015. The absorption rate/months of supply dropped to less than 2 months
in the first quarter of 2018. The inventory level of properties in 2018 has dropped to about 25%
of its peak in mid-year 2015. If sales continued at the current level with no increase inventory, all
current inventory would be sold before June.

Homes priced between $150,000 - $200,000 — The absorption rate and the level of inventory both
dropped since 2015. The absorption rate/months of supply dropped to about 5 weeks in 2018. The
inventory level of properties in 2018 also dropped to less than half of its peak in 2015. If sales
continued at the current level, all current inventory would be sold by June.

Homes priced between $200,000 - $250,000 — Both the absorption rate and the level of inventory
dropped in the past eight quarters. The absorption rate/months of supply dropped to about 11
weeks in 2018. The inventory level of properties in 2018 also dropped to about half of its peak in
2010. If sales continued at the current level, all current inventory would be sold by July.

Homes priced between $250,000 - $300,000 — The absorption rate and the level of inventory have
also declined but at a slower rate since 2016. The absorption rate/months of supply dropped to
about 4 months in 2018. The inventory level of properties in 2018 is slightly below its level in
January 2010 and about 100 properties below its peak. If sales continued at the current level, all
current inventory would be sold before August.

Homes priced between $300,000 - $350,000 — The absorption rate and the level of inventory have
not changed as dramatically as in the other price bands. The absorption rate/months of supply is
approximately 4 months in 2018 while sales volume has slowly risen. The inventory level of
properties in 2018 is at about the same level as in January 2010. If sales continued at the current
level, all current inventory would be sold before August.
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Homes priced above $350,000 — The absorption rate has trended downward since 2010 and is
now at about the ideal 6-month level. The level of inventory has fluctuated slightly but remains
about the 2010 level. If sales continued at the current level, all current inventory will be sold by

September.

REALTOR®
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II. Sales & Price Levels

Residential Sales

Residential home  sales Residential Units Sold

growth continued in the 1st
Quarter with 1,524 homes
sold. The 2018 sales level
was 8.1% higher than 1%
Quarter 2017. Total sales
was 9.4% below the 4%

1,524
410

Quiarter of 2017. 2012 911
First quarter sales volumes @ 2011 879

continue to trend higher = 2010 = 882

from the low of 879 homes = 2009 , , , - 851 , , ,
sold (red vertical line in - 200 400 600 800 1,000 1,200 1,400 1,600 1,800

Figure 8) in the 1% Quarter
of 2011. The five-year

Residential Units Sold

average sales volume for Total  Avg
the first quarter was 1,274 Qtr  Year  Units Month Change
units, the blue vertical line. |Current Quarter 1Q 2018 1,524 508
The peak sales volume |vs.Prior Quarter 4Q 2017 1,683 561 | -9.4%
(green vertical line) was in |ys. Last Year 1Q | 2017 | 1,410| 470| 8.1%
2018. vs.5-YRFirstQtrAvg| 1Q | 1418 | 1,274 | 425 | 19.6%
vs. Peak 1Q 2018 1,524 508
vs. Trough 1Q 2010 879 293 | 73.4%
Figure 8

Sales VVolume by Price Range

Examining the sales in the first quarter of each year since 2010 in six sales price bands (Figure 9)
shows sales growth in five of the six price ranges in each 15 Quarter of 2016, 2017, 2018. The
sales price bands are: (1) less than $150,000, (2) $150,000 - $200,000, (3) $200,000 to $250,000,
(4) $250,000 to $300,000, (5) $300,000 to $350,000, and (6) more than $350,000.

Homes with sales prices below $150,000 continue to comprise the largest share of total sales but
saw a decline from 4" Quarter 2017 to 1% Quarter 2018. The reduction in the number of homes
listed for sale in this price range may have contributed to the slight decline in sales volume. The
year over year rise in average sales price is also affecting the available and sold homes in this price
band. The largest increase in sales was in the $200,000-$250,000 range, an increase of over 31%
followed by homes above $350,000, which showed an increase of over 30%.
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Average Sales Prices

The average (Mean) selling
price in Madison County
continues to rise. For the
first quarter of 2018, the
average sales price for all
homes sold was $217,503, an
8.4% increase from the 2017
1% Quarter average selling
price of $200,682.

The lowest average sales
price since 2010 occurred in
2012. From 2012 to 2015,
prices slightly fluctuated up
and down. The 6.4%
increase in the 1% Quarter
2016 to $196,315 was
second only to 2018’s rise of
8.4% to $217,503.

Compared to historical data
the three-year average price
grew by 5.7% in 2018 and
the  five-year  quarterly
average price grew by 3.1%.
See Figure 10.

Median Sales Price

Residential Sales Volume by Price

1,800 Range First Quarter

2010

2011
M >$350k 65 85 75 84 95 93 119 141 184
M $300-5350k 41 45 50 62 52 58 79 91 118
4 $250-5300k 86 98 80 104 99 100 122 159 180
M $200-5250k 117 114 101 112 118 149 174 182 239
M $150-$200k 192 209 189 219 192 224 268 327 342
M <5150k 381 351 416 442 477 509 509 510 461

2012 2013 2014 2015 2016 2017 2018

Figure 9

Average Sales Price First Quarter

—=g=—= Average Sales Price

— — = Linear (Average Sales Price)

$250,000
w  $230,000
o
o
%
g $210,000
<
w
o) $190,000
< )
w
z
$170,000
$150,000
2010 2011 2012 2013 2014 2015 2016 2017 2018
Change YoY -2.1% 5.5% -8.0% 3.7% -1.3% -0.4% 6.4% 22% 8.4%
Change 3 yr Avg -1.6% 0.2% -2.0% 0.7% 1.6% 2.7% 5.7%
Change 5 yr Avg -0.5% -0.2% 0.0% 2.1% 3.1%
Figure 10

The sales price median (midpoint) price in Madison County for the first quarter of 2018 reached
$191,500 a 6.9% increase from 2017. The median sales price is the point at which exactly half
way between the lowest and highest sales prices. Median sales price since 2010, was $158, 544,
its lowest point since 2014. Since 2014, median sales price has risen in the 1% Quarter of each

year. See Figure 11.
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Comparing multiyear . . .
averages shows a 6.1% Median Sales Price First Quarter
R «=4— Median Sales Price — — - Linear (Median Sales Price)
growth in the three-year $250,000
average from 2017 to 2018.
) W $230,000
The five-year average sales © &
price grew by 3.2% in the | & s000
<
past year. 2 $191,500
é $190,000 s179.1
2 s166933 $170,239 $171,217 _A4"_ _ - -
$170,000 g 550 $164537 $160,308 A"
$150,000
2010 2011 2012 2013 2014 2015 2016 2017 2018
Change YoY 0.2% 2.0% -5.1% 1.8% -3.6% 1.2% 6.7% 4.6% 6.9%
Change 3 yr Avg -1.0% -0.5% -2.4% -0.2% 1.4% 4.2% 6.1%
Change 5 yr Avg -1.0% -0.8% 0.1% 2.2% 3.2%

Figure 11

I1l. Market Momentum
Days on Market

The increasing sales activity is also evident in the Days on Market (DOM) measure...the number
of days a property is on the market from listing to sale. The average number of days on the market
in the first quarter of 2018 dropped to 73 from 88 in 2017 and from its highest point in the past
nine years of 124 days in 2014. See Figure 12.

The lowest DOM level (red

vertical line) at 73 compares A D Market Fi
to the average from 2014 of verage Days on Market First Quarter

99 days (blue vertical line - 2018 —73
2017

and to the peak DOM (green 2016
line) of 124 days in 2018. @ 45
The rate of decline in DOM 2014
year  over year was | 2013

124

significant in 2017 and 2018 | 22 el i
at -146% and -16.7%  ,.., 114

respeCtlver The flve-year 0 10 20 30 40 50 60 70 8 90 100 110 120 130 140
average DOM rate of DAYS ON MARKET

decline was -6.2% in 2017

2010 2011 2012 2013 2014 2015 2016 2017 2018

and 4.9% in 2018. The Change YoY 136%  -2.3% 96% -193%  257% -140%  -34% -146%  -16.7%
current  declin mg DOM  Change 3 yr Avg 6.6%  -45%  37%  -45%  13% -108% -11.2%
Change 5 yr Avg 43%  -13%  -15%  -62%  -4.9%

trend is likely to continue if
the number of homes being
listed for sale continues to drop.

Figure 12
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Months of Supply

The supply of homes available
for sale has declined
significantly since 2010. After
a slight rise in 2015, the 800
Months of Supply has dropped
in all six price bands. Homes
with  sales prices below

MONTHS SUPPLY BY PRICE RANGE
FIRST QUARTER

mBelow$150k  wW$150-5200k W$200-5250k W $250-5300k W $300-5350k W Above $350k

MONTHS OF SUPPLY

$150,000 has the fewest 300

months of supply at 2.0 200 ~—

months. - Comparatively, | e —

homes with sales prices above . s::;( 2010 2011 2012 2013 2014 2015 2016 2017 2018

$350,000 had the gl’eateSt u $300-5350k 13:2 113 8.4 7.4 9.9 10:3 7.-9 6.0 4:6
 $250-5300 . . . . x .

monthsofsupplyat7.7months | 0050 &5 n e mer  ss sa er sy ss

in 2018 See Figure 13 H$150-5200k 9.5 2.8 2.4 7.5 8.8 8.4 6.0 1.9 2.5
WBelow 5150k 6.8 9.3 7.2 7.3 6.4 6.2 42 3.0 2.0

Figure 13
Pending Sales
The number of home sales Residential Average Sales Pending

pending at the end of each

quarter has risen since 2014. At

the end of the 1% Quarter 2018 2018
there were 320 sales pending to 2017
be closed, an increase of 40.9% 2016
from the end of the 1% Quarter 2015
2017. This is largest number of 2014
sales pending since 2011 (green {3013
vertical line) and is an increase |91,
of 84 pending sales from the 1% 1,4
Quarter 2017. . : : — : : : |
- 50 100 150 200 250 300 350

Residential Units Sold

First Quarter

320

The lowest level (red vertical
line) of sales pending occurred

in 2011 with 161 sales pending. Qtr Year Units Change
The five-year average number cyrrent Quarter 1Q 2018 320
of sales pending (blue vertical s, prior Quarter 4Q 2017 227 40.9%
line) for 2014-2018 was 229 s, ast Year 1Q 2017 236 35.5%
sales. See Figure 14. vs. 5-YR Avg 1Q 14-'18 229 39.7%

vs. Peak 1Q 2018 320

vs. Trough 1Q 2011 161 98.6%

Figure 14
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IVV. Homes for Sale Inventory Status

Total Homes Listed for Sale

The average number of

C o _ _ Residential Average Sales Pending &
residential units available

for sale in the first quarter of Inventory at End of First Quarter
2018 decreased to 1,767. ==8==Residential Units Sold =@=|nventory
The average inventory of 3.500 3119
homes for sale has declined 2,705 2936 3009 2993
. ) 3,000 - )
in the first quarter of each w0
year since the peak of 3,009 < 2,500 +
in 2014. £ 2,000 - L%’
a
. . » 1,500
During the same eight-year =
period from 2011, the > 1,000 + 320
number of sales has grown 500 1 161 177 181 163 201 227 236
in each year, except in 2014. ol
The rate of increase in sales 2011 2012 2013 2014 2015 2016 2017 2018
grew at a higher rate in 2016
(12.9%) and in the first Figure 15

quarter of 2018 (35.6%).

See Figure 15. Average Number of Homes Listed for Sale

Figure 16 compares the Prior Quarter Compared with Current Qtr
average numbel’ Of homeS 3,750 H Inventory Prior Qtr llnvegtoerurrentQtr
listed for sale in the 4" 3500 o LR
Quarter of each prior year Es,zso < 8 s, 23 2z « s
(dark green column) with = g 3% NN N ° ~ 3
~ (=]

the 1% Quarter of the | 2*™ 3

- E‘ » ™~
labeled year (light green). |5, ~ 2 §
The 1% Quarter homes 2,000 ~ 2
listed for sale dropped from 1,750 Ii
the previous 4" Quarter 1,500
Ievel in eaCh year Since 2011 2012 2013 2014 2015 2016 2017 2018
2013. The total number of Figure 16
homes listed has dramatically decreased since 2015 to the lowest level of 1,786 in 2018. See
Figure 16.

Examining the number of houses listed by the six price bands shows the greatest decrease in the
number of homes with a sales price below $150,000 (216 or over 41%, below the 15 Quarter
2017). The number of homes available with sales prices between $150,000 and $200,000
decreased by 141, homes with prices between $200,000 and $250,000 declined by 84 homes and
homes with prices between $250,000 and $300,000 declined 38 homes from the 1% Quarter 2017.
See Figure 17.
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Number of Current Active Listings
3,500 First Quarter
S
£ 3,000
wy
jur}
5 2,500
5
<<
£ 2,000
w
o
£ 1,500
(W]
[
e 1,000
w
=
=] 500
=
) 2010 2011 2012 2013 2014 2015 2016 2017 2018
M Above $350k 513 466 413 397 492 494 487 478 472
M $300-5350k 180 170 138 152 172 200 208 182 181
4 $250-5300k 362 334 315 308 353 350 336 319 281
i 5200-5250k 403 383 367 382 370 455 371 347 263
M $150-5200k 609 614 532 551 563 630 533 430 289
M Below $150k 858 1,088 1,000 1,073 1,010 1,058 706 516 300

Figure 17

Inventory-to-Sales Ratio

The quarterly average number of homes listed for sale (inventory) divided by the current quarterly
average sales results in a metric representing the number of months required to sell all the current
homes listed if sales continues at the current rate and no additional homes are listed for sale. Of
course, reaching the point where there are no more homes to sell should never occur because
market forces will apply upward pressure on prices which would likely entice more homes to be
offered for sale. However, the Inventory-to-Sales Ratio allows comparison of the current housing
market supply and demand

over time. It is generally Average Homes Listed Divided by Sales
considered that the market First Quarter

supply and demand is in 15.0

balance at an Inventory-to- | § 125 105 105

Sales Ratio of | & 100

approximately 6 months, | § 7s

indicating that the number g 50

for 2018 is well below that | = 2s

ideal number. See Figure 0.0

18. 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 18
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V. Key Demographics

Real estate activity is subject to many forces including the number of people needing housing,
their ability to purchase, and the confidence they have in the stability of their future income. The
economic strength of the region represented by the area’s Gross Domestic Product (GDP) may
also provide insight into the future of the real estate industry.

Madison County Population & Workforce Trends

The population of Madison
County as counted by the Madison County Population

uU.S. Census_ Bur_eau has and Workforce
grown steadily since the

2010  census. The =@)=Population Estimates =@=Workforce
. . 450,000
population in 2010 was

N a 329596 16189 156332
334,811 persons. Annual § 33,,”31&3395&9 382.5° 30631> 39,527 352,17 256 461,00
estimates ~ of  total | g 350,000
population have shown an s
increase each year to & 250,000 ° 3
. 8 1235 1 co22% 17136 190131 17088° 173522 49515
361,046 in 2017, a 7.8% | 5 156398 463,237 466257 AT 47057 41055 4137
increase. See the blue line 150,000 S—g—— — _ :
in Figure 19.
. 50,000
Th workfor i !
€ worklorce S 2010 2011 2012 2013 2014 2015 2016 2017
comprised of the number
of people working and Figure 19

looking for work. The
annual workforce (green line) has also risen since 2010 by 12% to reach 175,153.

Stated simply, the blue line in Figure 19 shows the number of people needing housing and the
green line suggests the number of people working to afford housing.

Households

The number of households represents the number of housing units of all types needed in the area,
Madison County. Households may be comprised of nuclear families, extended families,
individuals living alone as well as housing for unrelated roommates. Housing units should
generally move in relation to population but not necessary at the same rate.
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The number of housing

units in Madison County, Household Units
Alabama  grew  from
141,483 in 2010 to an 165,000
estimated 154,710 in 2016 160,000 2 2T 130
: 155,000 gh 450> 32T 4sh
(the most recent year data is ' Jo28 1885 e .
available) per the U.S. w 150,000 s 4a033% A o
Census Bureau. Thisisan @ © 145000 3% g
increase of 9.3% over the = 140,000 @
seven-year period.  See 135,000
Figure 20. 130,000
125,000

2010 2011 2012 2013 2014 2015 2016

Figure 20

Average Household Income

The Average Household

Income suggests the price Average Household Income
of home the households in

¢ $85,000
the region may be able to
afford. $82,500 581,399
@ §79,504 579837 (39 1
Overall,  the  Annual | £ 380,000 577,519_llm—tn
Average Household £ 477,500 $76,342 &
Income has grown [ 9
O - $74,304
significantly (9.5%) since | £ $75000 T o
2010. Aslight drop in 2015 $72,500
more than recovered to
$81,399 in 2016 (the most $70,000
recent year data s 2010 2011 2012 2013 2014 2015 2016
available). See Figure 21. Figure 21

Gross Domestic Product — Huntsville Metropolitan Statistical Area

Gross Domestic Product is the sum of all goods and services produced in the region. The
Huntsville Metropolitan Statistical Area is comprised of Limestone and Madison Counties,
Alabama. Although the MSA is larger than Madison County, its GDP growth is relevant as
Madison County serves as the economic center for the region. Additionally, a significant number
of people living in Limestone County earn and spend dollars in Madison County.
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Gross Domestic Product
for the Huntsville MSA
has grown by 13.2% since
2011. A number of
factors contributed to this
growth such as local
industry expansions as
well as growth in
Redstone Arsenal.
Inflation affects the total
growth.

Gross Domestic Product
reached $24.8 billion
dollars in 2016 (the most
recent year data is
available) which is a
growth of 2.1% from
2015. See Figure 22.

$25.0

S Billion

$20.0

Huntsville MSA Gross Domestic Product
in SBillions

SZ{I/.S

2011

2012

2013

2014

V1. Local Area Outlook

Sales & Average Inventory Trends

Given the real estate sales
momentum of the 1%
Quarter 2018, the growth
in population, workforce,
households,  household
income and the
accelerating rise in the
region’s gross domestic
product, it is reasonable to
expect the real estate
momentum to continue
into the 2" Quarter 2018.

If average inventory of
homes available for sale
(green line) continues its
downward trend and if the
number of units sold (blue
line) also continues its

& HAAR

Figure 22

Trends of Sales & Inventory Levels

HUNTSVILLE AREA ASSOCIATION of REALTORS®

3,500
Avg Inventor
3,000 g Inventory
2,500
2
‘= 2,000
[=
s ‘
1,500 *
1,000 Sales
500
4+
- N ;N 4 N ;S 4 N, S 4 N
5 5 5 &£ 5 5 5 £ 5 5 B &5 5 =B
0 0 0O 0o § 0 0o 0 §g 0o 0o © g <o
ﬁ O ~N o« 8
=) =) b= S T
N N [ ~N c
=
(Thousands)
Sales 11|16|17|13|13|18|18|14|14|20[19|17]|15]|18
Avglinventory | 3.2 3.1(3.0|28|26|28|26|25]|23]|23|23|20|18]19
Figure 23
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upward trend then there will be upward pressure on prices if demand for homes continues to rise
at its current pace. The red diamond on Figure 23 suggests a point toward the end of the second
quarter where real estate sales could be noticeably affected by a declining inventory. Note that a
shock to the economy could occur on any given day and would affect demand or supply or both.
A simple growth trend calculation suggests that sales could reach 1,800 on inventory of 1,900 if
all conditions theoretically remain constant.

VII. Other Economic Insight

Local Area Job Announcements

Economic development announcements of new and expanding industry are the result of the local
community working to grow the local economy. It should be noted that the number of jobs
announced may be realized over several years as the new or expanded plant is built and employees
hired. The economic development announcements for 2017 and one major announcement made
in 2018 is shown below.

Job Announcements 2017

ADTRAN (23 Jobs) Science and Engineering Services (10)
Advanced Aerospace Tooling (18) Science and Engineering Services (80)
Aerojet Rocketdyne (AM)* (120) Science and Engineering Services (50)
Aerojet Rocketdyne (HQ) (642) Simple Helix (25)

Artic Slope Technical Services, Inc. (20) Sumitomo Rubber USA (8)

AZ Technology (-) Teledyne Brown Engineering (30)
BASF Corporation (10) Torch Technologies (40)

Dynetics (30) Toyota Motor Manufacturing (156)
Dynetics (100) BOCAR (84)

GATR (225) GE Aviation (147)

High Sec Labs (65) HDT Expeditionary Systems (123)
Kord Technologies (110) Polaris Industries (935)

Kord Technologies (-) Woodbridge (164)

Line-X (112)

McAllister Tool and Machine (21) (Total 2017 3,527 Jobs)

Mesker Door (50)

Novocol Healthcare USA (11) 2018 Announcements To-date
PARSONS (100) Mazda-Toyota (4,000 Jobs)

Raytheon Company (8)
Ridgeview Industries (10)
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VIII. Data Sources

e Alabama Department of Labor

e Chamber of Commerce of Huntsville/Madison County

e Huntsville Area Association of Realtors Quarterly Reports
e U.S. Bureau of Economic Analysis

e U.S. Census Bureau

e Valley MLS System

Analysis & Report Prepared by:

Brinda Mahalingam, Ph.D., Economist
Jeff Thompson, Project Director

Madeline Glosemeyer, Student Research Assistant

College of Business
University of Alabama in Huntsville

www.uah.edu/business

Questions regarding this report should be directed to:

Jeff Thompson, jeff.thompson@uah.edu, 256.361.9065
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