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How We Read The Skew Of The Housing Market

Tracking The Skew Of The Tallahassee Housing Market
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T he two measurements in the graph
above, when shown together as
they are, shed light on stage of the real
estate recovery.

The blue line measures the
“average” (mean) home value reported
each month in the Tallahassee MLS
(measured in price per square foot),
while the red line reports the
“middle” (median) value.

The Skew Of The Housing Market

The difference between the median and
the mean is called the skew, and by
tracking the trend of the skew we can
get a good idea of how far along the
housing market recovery has
progressed.

During the explosion of the market from
2002 through 2006, note how average

values were higher than median values.
This means there were more “high
values” farther away from the middle
than were the “low values.” In other
words, buyers were loose with their
money.

But that trend reversed in 2009 and
continues today, with average values
lower than median values. This means
there have been more “low values”
farther away from the middle than have
been the “high values.” In other words,
buyers have been tight with their money.

But the two measurements are drawing
close together, and | suspect we will see
them cross-over sometime before
Summer next year.

When this occurs, we will see crazy
levels of appreciation, similar to what
Tallahassee recorded 15 years ago.
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