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Demand Down 35% From 2021

TALLAHASSEE REAL ESTATE MARKET ACTIVITY REPORT
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If you been reading this newsletter for
quite some time, you know that I've
been reporting sellers’ market
conditions for more than five years, but
are new conditions emerging?

Today’s graph explores the supply and
demand dynamic for homes in
Tallahassee, expressed in months of

supply.

This metric simply measures the current
inventory in relation to the
current rate of demand, indicating how
many months' worth of homes are
available before the market runs out,
assuming no new listings are added.

Historically, real estate analysts have
defined a balanced market as one with 6
months of supply home homes, but as |
have written here, | believe modern
analysts should be moving equilibrium
closer to four months of supply.
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Looking at the gold line in the graph
above, the relative supply of homes has
dropped dramatically from a hefty 14
months in 2009 to a meager 2.1 months
in 2022, and has now climbed back to
3.8 months of supply today.

By anybody’s standard, we're still in a
sellers’ market, but we are very close to
equilibrium. So does that mean the
market is now or soon will be healthy?

Demand Has Slowed

Due to several factors like low demand
and the lock-in effect from
recently-higher mortgage rates, demand
has cooled by 35% when compared to
the same time in 2021. Demand
remains 46% higher than what we
recorded in 2011, and I'm concerned
that anything that fires up demand
(lower rates, new loan programs) will
cause prices to soar (again) unless we
build more homes.
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