
 

 

Analysis of the 2015 Las Cruces Real Estate Market 

THE MOST COMMON QUESTION EVERY REALTOR IS ASKED IS: 

HOW IS THE REAL ESTATE MARKET? 

The most common answer you will hear or read is:  

“It’s not bad – or – it’s pretty good.  

There are more sales, but prices have not really increased.” 

 

Here is the real answer to that question: 

This market analysis shows that when you look at new/current statistics and all the individual segments 

of our real estate market (price ranges, foreclosures, new home and resales separately) you will find 

that the overwhelming majority of the market is not stagnant and home sales are actually brisk and 

prices have improved significantly.    

   

   

 

#1 – You can see that the recovery of our market began in 2012 after 6 years of year after year of declining 

sales. In 2012, home sales increased 22% from their all-time low in 2011. 

 

Following this large increase of 2012, in the following 3- years (2013 – the present levels in 2015), the market 

showed significant and steady increases in sales every year 6%, 5%, and 7.2% this year (2015). The net effect is 

that from the lowest level of SFH sales in 2011 (1081) to the current level of 1572 sales in 2015 there has been 



 

 

an increase of 45.4%. Even if we start after this the first year of recovery, the 3-years from 2013-2015 has 

shown a further increase of sales of 18.7%.  

There are a lot more sales in the past 3-4 years. 

 

-  

 

#2 in this graph and table of median home prices we see 

the steadily declining SFH prices from 2006 to its lowest 

level in 2012. From 2012, the median price of homes has 

increased year after year up to the current year.  

 

The overall median price of homes sold has increased 8.7% 

since 2012. 2012 had a 10-year low median SFH sold home 

price of $141,000. This year (2015) the median SFH sold home price was $153,250. Many people have the false 

impression that the market price of homes has not recovered significantly because, taken individually, each 

year’s increase has been relatively small, but most importantly it has been steady. 

 

Many sellers are still complaining that they have lost value in their 

homes. 

It is important for sellers to know that is not true! 



 

 

A buyer of an average 1700 SF, 3-BR, 2BA home in 2008 when the market was still relatively strong paid about 

$170,000 or about $100/SF. 

 

In 2012, when the median home price was at its lowest level, you would have bought or sold that home for 

only about $145,000 or about $85/SF. 

 

Are your sellers right in thinking there has there been no recovery in the value of their home? No. Today, at 

the end of 2015 that same home is now valued around $160,000, which is $95/SF.  

 

#3 LOOKING AT THE OVERALL REAL ESTATE MARKET OVER TIME AND 2015 SPECIFICALLY 

 

We have now looked at demand – the number of homes sold by year and we have looked at the median price 

of homes sold. The demand of housing does just one component causing the rise in home prices. All markets 

are based on SUPPLY AND DEMAND it is the relationship between these that determines market prices and 

balance in the market.   

 

The table below shows the state of demand AND supply over the past 8-years. 

 

In the 2nd column, we see that since 2012 Demand (sales) have steadily increased. The first column shows 

Supply (number of listings available). We can see listing levels had been pretty consistent at about 1200, but as 

they began to fall in 2013 & 2014 to around 1025 prices started to increase. In 2015 listings fell to an all-time 

low of 940. Median Home Prices continued to rise. This is Supply slowly and correctly coming into balance with 

Demand. 

 

The real measure of the market status is a function of supply and demand coming together. 



 

 

 

 

The 4th column shows the absorption rates. In real estate, absorption rate is the measure we use to evaluate 

the “state of the market.” The number of months it takes to consume the existing supply of listings. (Formula= 

number of listings divided by number of listings sold/month.) 

 

• We have determined that when the absorption rate is about 6-months this is a balanced market. This 

length of time for a home to be on the market puts the buyer and seller on equal footing. Negotiations 

result in a “fair market value for the home.” 

• A depressed market has a very high absorption rate – supply is high and demand is low.   

• In from 2008 to 2011 we had absorption rates well above 6-months, but a market that was still selling 

homes only because the price of homes were falling to entice buyers into the market. Sales were rising 

and prices falling creating a definite “buyer’s market.” 

• Buyers continued to come into the market and sales continued to increase. At the same time inventory 

decreased from about 1200 homes to about 1030 homes. This was the first sign of a correction in the 

balance of supply and demand and this allowed median home prices to begin to rise. Absorption rates 

decreased slowly from around 12-months down to 8-9 months. This process slowly changed the strong 

buyers’ market toward the seller and prices could rise coming closer to “fair market level” and a 

balanced market. 

 

• The alignment of supply and demand made a huge step forward in 2015. Inventory (supply) dropped to 

an all-time low of 940 homes for sale, and demand (sales) rose to its highest level in the past 8 years. 



 

 

Absorption rates which had already been falling toward a balanced market made a relatively huge drop 

of 15% in 7-months. Making our overall market almost balanced.  

 

This news gets better when we look closer at the overall market properly which is divided into its natural 

segments. 

 

The most logical and natural segmentation of this or any market is by price ranges. 

The behavior of buyers and sellers in any market is based on price of the commodity. 

 

OVERALL SFH MARKET 2015 DIVIDED BY SOLD PRICE RANGES 

 

 

 

This chart is presented for data information only. 



 

 

The graph that follows actually tells the story of our current real estate market. 

 

THIS GRAPH shows that when properly segmented by price range we can predict the status of the market for 

that segment and the resulting behavior of buyers and sellers.  

 

 

 

One look at this graph of sale and listings by price range tells you that the overall market is not homogeneous.  

The behavior of home sales and listings varies significantly with price ranges.   

 

 HOME BUYING AND SELLING CAN BE DIVIDED INTO 3- GROUPS SEPARATED BY PRICE RANGE.  

A real answer to how the market is doing can be found here.  

 

#1 - In the first box is included those homes that we might label as starter or first move up homes. These 

represent the great bulk of the homes both listed and sold. They in the price range of <$100,000 to 

$250,000. This portion of all the listed and sold homes represents 67% of all the homes listed for sale and 



 

 

represents 84% of all the homes sold. In this price range there is high volume of sales (red), and they exceed 

the number available Listings (blue). 

 

These homes are consumed quickly and have absorption rates either at right around 6-months. When 

absorption rates are in this range the market for these homes is considered NORMAL.  

 

In this case, the market for the overwhelming proportion of home listings and homes purchased, Buyers and 

Sellers are on equal footing and homes should and do sell for their “fair market value.”  

 

Despite those who worry about flat median prices in the overall market, in this large segment of the market 

sellers are NOT prone to losing money or failing to get a “fair” rate of appreciation.  

 

#2 - In the second box are those homes listed and sold between $250,000 - $400,000 which we might call 

the move-up range or upper entry level homes there are still “good “ levels of sales (15% of overall market) 

(red bars), but this is lower than the 24.5% of homes actively listed for sale (blue bars). The absorption rate of 

this segment, though it has been improving over the last 3 years, is still less than desirable at 12 months. 

 

This is a large enough segment of the market at a high enough absorption rate to throw our overall market out 

of true balance. In addition, failure to balance sales with listings, and the failure to acquire buyers for these 

more expensive homes keeps Median Prices from rising. This is a sluggish market segment.     

 

#3 - the “luxury homes market” listed and selling for over $400,000, this is the real drag on the overall 

market’s ability to decrease supply, increase demand and raise median home prices. The 9% of listings is way 

too high at a time when these luxury homes only accounts for 1% of all the sales. This is a strongly depressed 

portion of the overall market at an absorption rate of 42-months  

 

Now we know that the overall market is really not a single market about which we cannot draw a single 

conclusion of “just OK” because the largest segment is doing very well.    



 

 

 

Now that we have covered price range segmentation as a major factor in determining how the market is 

doing, we need to look at: 

• New Home Market Segment  

• Foreclosures and Short Sales Market 

• Resale Home Market as a separate Segment 

 

THE NEW HOME CONSTRUCTION MARKET  

 

New home construction is another segment of the overall market which has its own supply, demand, and 

pricing behavior pattern, and it can almost be considered a market of its own.    

 

 

 

Through the years that the market was depressed, 2008 to 2012, new home construction was a negligible 

portion of the real estate market.  New home construction and sales has slowly re-entered the market in the 

last 3 year 2013-2015. The data for this segment is severely inaccurate in the multiple listing service for a 

number of reasons beyond our control. 

 



 

 

I will make the following comments as best as can be determined new homes have accounted for a steady 7% 

of listings and 11% of sales in the last few years. The home builders have controlled the supply, demand and 

pricing of their product. We can almost consider this a “model” market.  

 

They concentrated almost all of the new construction listed and sold in the overall market’s highest volume 

price range from $150,000 to $350,000.  

 

They have been able to shift to a higher price range than the overall market’s median because they carefully 

controlled supply matched to demand, and because they are in fact a niche market.  

 

As best as we can determine their absorption range of 5.3 months and this produces enough market 

pressure to produce a median price of about $212,000 which is significantly above the overall market’s 

median price.  

 

 When one speaks, hear, or reads anything negative about the Overall Market it needs to be mentioned that 

the new home market and the $0 -$250,000 homes segments defy 

that negativity. 

 

Foreclosures and Short Sales Market Segment 

If we consider that the major cause of negativity about our current 

market is the lack of price appreciation, why is this happening?   

 

If we look at the market segments carefully you will find foreclosures 

and short sales are the real problem 

 

Two things make up this foreclosure problem.  

 

First is that the foreclosures have a median price of around $100,000, 

and they are selling their product at $60/SF far below the overall 



 

 

market’s $95/SF. They represent a large percentage (14%) of all of our sales at this very low prices.  

 

Secondly, the banks keep releasing more supply as fast as it is consumed and with an absorption rate of 2.3-

months the banks have a very strong seller’s market.   

 

The significance of foreclosures is that their peak price range is the same as our peak price range so a large 

portion of sales are lost to foreclosures. Without the foreclosures these foreclosure buyers would probably 

buy a resale home at a price above the very low foreclosure bargain prices. This would immediately result in a 

higher overall market median price. 

 

A decreased or absent would reduce the total market’s supply of inventory and with the same steady increase 

in sales would yield a reduction of absorption rate, and put pressure on buyers to buy at higher prices –raising 

median price of homes sold.  

 

BOTTOM LINE: This bulk of low priced, high volume foreclosures and short sales are preventing overall 

market “normalization” and even worse this problem is out of our control since it is the banks that are 

creating the problem. 

 

This is the Resale SFH Market Eliminating Foreclosures and Homes < $ 100,000 



 

 

 

 

This represents what you can call 

the “actual resale market.” 

The foreclosure is eliminated because it represents homes that 

are whole different market place from the competition for sales 

that the actual resale home seller faces. I eliminated the small 

number of homes (10%) that sell for < $100,000 that remained 

after the foreclosures since they too are a different market. 

 

What we are left with is 85% of the resale listings and 75% of the 

sales of resale homes that we will now evaluate. 

 

The most significant fact that we now note is that the overall median sold SFH price is now $172,000. If we 

look at 2013 -2014, we find that making these same exclusions the median price of homes sold was $160,000. 

This represents a 7.5% appreciation in the “real resale home market” median price of a SFH. In addition the 

$172,000 median price of these resale homes (the bulk of the market) is a 12% increase in overall market 

median price of $153,250.  

 

So when “functional segmentation” is applied to the bulk of the resale market there is good appreciation in 

resale median home price. There is still the 3 – part segmentation of the sales that we saw in the overall 



 

 

market, but the median price rose despite the sluggish sales in those upper two segments. The only downside 

is that with removal of these lowest priced homes and lowest absorption rates (foreclosures and the < 

$100,000 homes) the absorption rate for these resale homes is slightly higher at 8.1-months vs. the 7.2-

months we saw in the overall market. 

 

EXECUTIVE SUMMARY 

How is the Las Cruces Real Estate Market? 

FACTS 

1. Homes sales are up over 45% since their low in 2011. In the last 3 years there has continued to been a 

steady increase in sales (up 18.7%). 

 

2. The median price of homes sold have steadily increased year after year and are up 8.7% since 2012.  

 

3. Homeowners and REALTORS® who think that their home has depreciated, and that there has been no 

recovery are looking at outdated information. An average 1700SF home purchased in 2008 has seen its 

value fall from 2008 to 2012, but as 2016 begins its value should now have recovered to its value in 

2008, and it is expected that there should be actual appreciation going forward. 

 

4.  The looking at 2015 and back over the past  3-4 years we can confidently say that the overall market is 

moving steadily and relatively rapidly forward towards being fully recovered.   

Why?  

� Demand = sales are up 

� Supply = is down 

Listings available are at their lowest amount in 10 years 

� Home Prices are rising year after year steadily over the past 3 years 

� This alignment of supply and demand and resultant prices has made a huge step 

forward in 2015 

� Absorption rate has dropped to levels very close to balanced 

� Price range segmentation shows us that the largest segments of the market are 

completely balanced             



 

 

In those segments, sellers and buyers can expect fair market values, and sellers 

who are moving up and buyers starting in higher price ranges will actually find 

great bargains 

� The new home market is thriving and making a nice recovery 

 

Note:  

� In the price segmentation of the market, the homes in the move-up range ($250,000 - 

$400,000) do not have quite enough sales. Sellers in this range need to be cautious 

about pricing to attract buyers both from the outside and those moving up from lower 

priced homes that have sold. 

  

� The luxury home segment is really stagnant and there is no solution currently in sight. 

 

5. Foreclosures  

This bulk (14% of sales) of low priced (median price $100,000) foreclosures are competing with the 

resale market. These buyers are not consuming regular resales preventing sellers who would buy 

move-up homes. This problem is out of our control since it is the banks that are creating the problem. 

 

6. Finally when we eliminate the foreclosures and the small number of under $100,000 homes that are 

left we are now looking at what we should call the “real” resale SFH market.  

 

This is where we work, and where the buyers and sellers meet. It represents 85% of the resale 

listings and 75% of the sold homes.   

 

This is what we should really consider as the Las Cruces resale home market. 

 

 It has an overall median price of $172,000 versus the overall market of price of $153,250, and 

homes now sell for an average of $100/SF instead of $95.  

 



 

 

Now, at $100/SF, our 2008, 1700SF, homebuyer has been made whole. His house is worth 

$170,000 again everything from now on is appreciation.  

 

How is the market doing?  

Just last year looking at this same “Real” SFH market the median price of homes sold was 

$160,000. This year’s $172,000 represents a 7.5% appreciation in this one year.  

 

� Sales are up  and supply is down - home prices are rising year after year  

� 2015 made a huge step forward in this alignment of Supply and Demand and resultant 

Prices  

� Absorption rate has dropped to levels very close to a balanced market 

� Price range segmentation shows us that the largest segments of the market are 

completely balanced. 

� Sellers and buyers can expect fair market values, and sellers who are moving up and 

buyers starting in higher price ranges will actually find great bargains. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


