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Real estate is full of numbers, and as more of them are automatically generated daily,
weekly, monthly, or yearly, it’s tempting to hook up to the firehose of information.   The
industry has glommed on to that trend, with every agent and every brokerage sending out
weekly market reports or generating colourful infographics and Youtube videos with arrows
pointing up and down.   Unfortunately, most of it is noise and won’t help you determine
what’s going on in the market.

Monthly prices

I talk about this a lot so this won’t be news to most of you, but individual monthly averages
and medians are nearly useless.   They routinely vary 5%, and even up to 10% month to
month.  In real estate when you have prices that rarely change more than 10% per year, a
measure that can swing 10% in one month doesn’t tell you much.  This was demonstrated
clearly in recent months when the average price swung by well over $100,000 twice in the
last 6 months.

The median is slightly better, but not that much.  It also routinely swings by tens of
thousands of dollars per month, and has shifted over 10% some months as well.  This
measure gets even worse in winter months when there are few sales.   You want at least a
6 month average of monthly prices, or look at the various house price indices (Teranet and
MLS HPI) which are much less volatile but have some of their own problems.

Month to month market activity comparisons

This one is commonly featured in sales infographics especially in the spring where every
month the sales go up.    They’re pointless because much of real estate is highly seasonal,
which means in many months the seasonal effects dominate any actual changes in the
market.  If sales are up 20% from February to March, that doesn’t tell you anything about
what the market is doing.
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You might assume that year over year comparisons are more useful, and they sort of are
because at least it is like for like, but they have their own problems.   Firstly, because there
is a lot of noise in month to month data, you get one noisy data point compared to another
which can compound and often show large percentage changes without much change in
the actual market.   Secondly you can’t differentiate which month actually changed.  A
large decrease in a year over year comparison could be because the current month was
very weak, or it could be because it was very strong last year.  Thirdly one sample per year
is a very low resolution look at the market.  It tells you something about this year and last,
but you won’t see any more recent trends.   Seasonal adjustment and seeing context in a
chart is key to interpreting most market activity stats and I’m surprised that nearly no one
outside of economists does it.

Price drops

Although it seems logical at first glance, sellers reducing their asking prices does not mean
prices are coming down.    In fact price drops, even big ones, tell you essentially nothing. 
 For example, in April 2016 when nearly everything was selling in huge bidding wars, there
were still 219 price drops.  The only potential data point here is the volume of price drops
relative to active listings, which can sometimes indicate widespread seller mispricing due
to a slowing market.   But to make sense of that you need to compare the number of price
changes to historical norms in different markets, which no one tracks.
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In the end it’s a pointless exercise, because the selling price to list ratio gives you a much
better signal that correlates with market strength without getting sidetracked by sellers in
fantasy land.  What matters is not what sellers are asking, but what they will in the end
accept.

Hyper-detailed neighbourhood level data

People seem to love this stuff and I often get requests to produce more fine-grained
statistics between neighbourhoods.  Which neighbourhood is the hottest?  Where are the
deals?  What’s the price to assessment by area?  Likely because of public demand this
kind of thing is also cropping up on data driven brokerage sites out east where you can
see market conditions down to the block.
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Does it make sense that the market is cool in one block and hot in the next? No it does not,

no matter how shiny the map is. Source

It’s great in theory, but in reality all you’re getting is noise.   If the monthly numbers for the
whole region are already noisy, you can imagine what they turn into when you start
chopping them up.   While it’s true that some neighbourhoods occasionally experience a
bit of a surge in activity this never lasts long and quickly equalizes as inventory is bought
up and activity shifts around.   With thousands of agents and many more individual buyers
scouring the listings every day, there really aren’t any overlooked deals out there in normal
markets.   Even if there were the statistics are not where you would find them, as they are
generally backwards-looking.   For that you need to monitor the individual listings and
sales yourself.

Also weekly numbers courtesy of the VREB
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We already know that due to pent up market activity from the spring, we are going to see
some big numbers in August both for sales and new listings.    So far sales and new
listings are both trending about 40% above last year’s levels.   If that keeps up throughout
August we will see monthly records for market activity smashed again.   It’s good to see
new listings continuing strong, and surprisingly in the last two weeks new listings have
come on faster in detached, up 43% from the same period last year, compared to only
+16% in condos.

As usual, the combined sales don’t tell the whole story, with single family sales still strongly
outpacing last year’s pace with bidding wars on every fourth place while condos are
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roughly on pace and are selling much more sedately.

That accelerated sales pace means we are burning through the pent up demand much
faster on the single family side, and may run through it all by the end of the month (but
more likely by end of September).  That’s not to say we may not still see an increase in
year over year market activity afterwards, but at least the main factor distorting the market
right now will be removed.   Then we will get a better sense of where we stand with the
effects of increased unemployment set against lowered interest rates and people changing
their living situations due to COVID.
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