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Which Average to Use in Valuation?
Average Sale Price vs. Average Price Per Square Foot

Two types of averages are most often used to measure 
trends and to valuate real estate—average sale price 
and average price per square foot. 

Average Sale Price is primarily used to track general 
trends. It’s calculated by dividing the number of 
properties sold by the sum of the closed prices. While 
tracking this number over time is often used to illustrate 
trends and provide a point of reference, it can sometimes 
be misleading as an indicator of value changes. 

For example, in the Oakland County city of Rochester,  
the year-to-date average sale price dropped from 
$404k last year to $398k through October of this year. 
While the change would suggest Rochester values 
dropped, that’s not the case. The drop in average price 
was simply the result of a higher number of smaller 
homes selling in lower price ranges while the number 
of sales in other price ranges was about the same. This 
year’s drop in average price was the result of 14 more 
below average sales priced under $400k. 

Despite the drop in average sale price, Rochester sales 
are up 11%, price per square foot is up 4% and average 
market times dropped from 79 days last year to 49 
days this year. Values and market activity have been up. 

Average Price Per Square Foot ($/SF) is frequently used 
for both measuring area trends and for pricing. In urban 
and suburban markets where the land and lots tend to 
be relatively similar, average price per square foot is 
usually the best method for describing value trends. It 
provides a more accurate average value than average 
sale price because it adjusts for fluctuations in the mix 
of sizes of homes sold. Price per square foot loses some 
reliability in rural areas and with waterfront properties 
where the land portion of the value is more significant 
and less uniform. 

Average price per square foot can also be used to show 
representative values within price ranges (i.e. between 

$200k and $400k). Average sale price cannot be used 
within price ranges because the selected price range 
predetermines the result—the average price of a $200k to 
$400k home will always be between $200k and $400k. 

When broken down to smaller areas and price ranges, 
shifts in price per square foot more accurately measure 
local value trends that affect individual properties. 
Geographically local and within-price-range trends based 
on price per square foot get closer to answering the 
buyer and seller question, “How does this affect me?” 

In most urban or suburban areas, average price per 
square foot is also the most effective starting point for 
valuing a specific property. That’s why appraisers, and 
investors rely heavily on it. 

Calculating an average price per square foot from 
a larger sample of comparable properties and then 
making adjustments for the location, condition, layout 
and time will usually produce a more reliable pricing 
tool than just looking back at 3 or 4 comparable 
properties. More points of reference can help to more 
accurately hone in on value. The additional reference 
points also help to show the direction and pace of 
market movement.

When choosing properties to include, the more alike 
the properties are, the more accurate the pricing will 
be. Lot locations and dimensions should be as similar as 
possible and house size should be within a 10% margin 
(i.e. if the subject is 2,000 square feet, the comps 
should be between 1,800 and 2,200 square feet). 
The key is to start with a good representative sample. 
Then fine-tune with appropriate adjustments. Rarely 
is the subject exactly average. Most properties need 
adjustments.

With some practice and proper use, you will find price 
per square foot to be a powerful tool for describing 
area trends and for pricing. 
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Inventory—Inventory has been down all year—it's 17% 
lower than the same time last year. Recently, it fell from 
777 available homes in Sept to 683 on November 1st.

Closed Units—The 3,243 year-to-date sales are off 2% 
from last year, but the 316 October closed sales were 14 
higher than last year and almost even with September.

Values—Values have been rising all year. Year-to-date 
averages are up—7% for average price and 6% for price 
per square foot.

Summary—Inventory has been and will continue to be 
low through 2017. Expect the same moving forward. 
Values have been up about 6% all year. They may level 
out, simply because inventory is depleted but will pick 
up again in 2018.

Inventory—Condo inventory has been down. On 
November 1st, there were 12% fewer available condos 
than a year ago. 

Closed Units—Year-to-date sales are almost even 
with last year, but the 81 October closed sales were 7 
higher than last year. 

Values—Year-to-date average sale price is up $20 and 
average price per square foot is up 9% from last year. 

Summary—Inventory levels have been and will 
continue to be low heading into 2018. Strong buyer 
demand has and will continue to push prices higher. 
Average sale price and price per square foot were 
up—10% and 9% respectively in 2017. These trends 
may not move at the same pace, but expect them to 
continue into 2018.

Summary
Washtenaw County
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$168/sf
OCT PRICE PER SQ. FT.
+6% from last year

683
NOV 1ST INVENTORY
-17% from last year

316
CLOSED OCT SALES
+5% from last year

3,243
YTD CLOSED SALES
-2% from last year

$162/sf
YTD PRICE PER SQ. FT.
+6% from last year

CondosSingle Family

$176/sf
OCT PRICE PER SQ. FT.
+6% from last year

141
NOV 1ST INVENTORY
-12% from last year

81
CLOSED OCT SALES
+9% from last year

896
YTD CLOSED SALES
-1% from last year

$175/sf
YTD PRICE PER SQ. FT
+9% from last year

2016 vs 2017 2016 vs 2017

$148

823

302

3,311

$153

$166

160

74

905

$160

$314k
YTD AVG SALE PRICE
+7% from last year

$204K$293K $224k
YTD AVG SALE PRICE
+10% from last year



Data source: Realcomp MLS using Great Lakes Repository Data. Change = Change since prior month or year-to-date change in the YTD section. $/SF = Closed dollar per square foot.

Monthly Activity

YTD Closed Activity

Listings Change New Pendings Change Months Supply Change

All 683 -12% 337 2% 2.0 -13%

$10-200k 106 0% 96 10% 1.1 -9%

$200-400k 228 -21% 175 7% 1.3 -27%

$400-800k 255 -6% 55 -30% 4.6 36%

$800k + 94 -15% 11 267% 8.5 -77%

YTD Closed Change YTD $/SF Change

All 3,243 -2%  $162.48 6%

$10k - 200k 853 -22%  $105.38 4%

$200k - 400k 1639 6%  $155.13 3%

$400k - 800k 662 13%  $192.92 1%

$800k + 89 16%  $247.66 4%

Washtenaw County
Single Family Homes

The current inventory of 683 available homes is down by 160 from the same time last year. It also dropped 95 units 
from last month. Despite the ongoing tight inventory, year-to-date sales are only down 2% . Because average sale price 
increased from $293k last year to $314k this year, total sales volume is up 5% with over $1 billion in sales. Year-to-date 
price per square foot is also up 6%.  As the market moves toward and into 2018, expect continued tight inventory and 
rising values. 

Summary

3,243
YTD CLOSED SALES

-2% from last year

$314k
YTD AVG SALE PRICE

+7% from last year

683
AVAILABLE HOMES

-12% from last month

337
NEW PENDINGS

+2% from last month

$1,018(M)
YTD SALES VOLUME

+5% from last year

Closed Sales

LISTINGS
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Data source: Realcomp MLS using Great Lakes Repository Data. Change = Change since prior month or year-to-date change in the YTD section. $/SF = Closed dollar per square foot.

Monthly Activity

YTD Closed Activity

Listings Change New Pendings Change Months Supply Change

All 141 -8% 72 -20% 2.0 15%

$10-150k 12 -8% 14 -48% 0.9 78%

$150-225k 33 -37% 26 -10% 1.3 -29%

$225-400k 52 2% 21 5% 2.5 -3%

$400k + 44 19% 11 -21% 4.0 51%

YTD Closed Change YTD $/SF Change

All 896 -1%  $175.50 9%

$10-150k 227 -8%  $108.78 0%

$150-225k 344 -12%  $153.49 5%

$225-400k 255 17%  $188.07 6%

$400k + 70 43%  $331.35 9%

Washtenaw County
Condos

The current inventory of 141 available condos is down 19 from the same time last year and is 12 units less than last 
month. Although there have been fewer to choose from, the number of condos sold is just under where it was last year 
at this time. Average sale price and closed price-per-square foot are both up—10% and 9% respectively. The number of 
higher-end condos sold in October fell off, but year-to-date high-end sales are up in both units and value. 

Summary

896
YTD CLOSED SALES

-1% from last year

$224k
YTD AVG SALE PRICE

+10% from last year

141
AVAILABLE HOMES
-8% from last month

72
NEW PENDINGS

-20% from last month

$201(M)
YTD SALES VOLUME

+9% from last year

Closed Sales

LISTINGS
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Data source: Realcomp MLS using Great Lakes Repository Data. Change = Change since prior month or year-to-date change in the YTD section. $/SF = Closed dollar per square foot.

Monthly Activity

YTD Closed Activity

Listings Change New Pendings Change Months Supply Change

All 99 -12% 75 -3% 1.3 -10%

$10-200k 7 40% 7 40% 1.0 0%

$200-400k 27 -33% 45 5% 0.6 -36%

$400-800k 42 2% 18 -33% 2.3 54%

$800k + 23 -15% 5 150% 4.6 -66%

YTD Closed Change YTD $/SF Change

All 762 0%  $225.47 5%

$10-200k 50 -46%  $151.09 -3%

$200-400k 440 0%  $210.64 4%

$400-800k 233 18%  $235.64 1%

$800k + 39 26%  $283.19 5%

Ann Arbor
Single Family Homes

Inventory has been low all year but the number of homes sold through October is even with last year. The average sale 
price of $401k is $34k higher than it was last year. The recent over-$400k market has been strong with values up and 
both supply levels and market times down.  With only 42 available listings in the $400k to $800k price range, there were 
19 October closings.

Summary

762
YTD CLOSED SALES

0% from last year

$401k
YTD AVG SALE PRICE

+9% from last year

99
AVAILABLE HOMES

-12% from last month

75
NEW PENDINGS

-3% from last month

$306(M)
YTD SALES VOLUME

+9% from last year

Closed Sales

LISTINGS
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Data source: Realcomp MLS using Great Lakes Repository Data. Change = Change since prior month or year-to-date change in the YTD section. $/SF = Closed dollar per square foot.

Monthly Activity

YTD Closed Activity

Listings Change New Pendings Change Months Supply Change

All 65 2% 32 -18% 2.0 24%

$10-150k 3 -50% 5 -55% 0.6 10%

$150-225k 11 0% 9 -18% 1.2 22%

$225-400k 15 -6% 12 50% 1.3 -38%

$400k + 36 16% 6 -33% 6.0 74%

YTD Closed Change YTD $/SF Change

All 414 -16%  $211.82 17%

$10-150k 80 -36%  $142.79 7%

$150-225k 139 -29%  $176.65 12%

$225-400k 144 8%  $192.39 7%

$400k + 51 38%  $378.96 11%

Ann Arbor
Condos

Limited inventory has been a major factor in reducing the number of year-to-date Ann Arbor Condo sales by 16% 
compared to last year. Supply levels at all but the over-$400k level are less than 1.5 months. Above $400k, supply levels 
jump up to 6 months. Through the year, values have been rising in all price ranges. The $261k average sale price and $212 
average price per square foot are both up 17% compared to last year. As we move toward year-end, expect to see sales 
activity fall off due to seasonality and depleted inventory. 

Summary

414
YTD CLOSED SALES

-16% from last year

$261k
YTD AVG SALE PRICE

+17% from last year

65
AVAILABLE HOMES
+2% from last month

32
NEW PENDINGS

-18% from last month

$108(M)
YTD SALESVOLUME

-1% from last year

Closed Sales

LISTINGS
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