Madison, Alabama Real Estate Market Update: Buy & Hold Strategy

Overall Market Condition: Transitioning Seller's Market While Madison is technically

still classified as a seller’s market, there are strong indicators that the market is softening

and becoming more favorable for buyers and investors. With inventory levels rising, buy-

and-hold investors may find themselves with more negotiating power than in previous

years.

Key Performance Indicators:

Inventory Levels: Supply is expanding nicely for investors. There is currently 4.89
months of inventory available, representing a notable 13.99% increase month-
over-month. This approaches a balanced market (typically 5-6 months), giving
investors more options and time to underwrite deals.

Property Values: The median estimated property value for May 2026 sits at
$386,940. Values have slightly flattened out, showing a nominal 0.2% decrease
from last month and a 0.3% decrease year-over-year.

List Prices: The median list price is currently $440,000, which has seen a 2.3%
decrease over the last month and a 6.2% decrease over the last 12 months. This
downward trend in listing expectations could open the door for value-add
acquisitions.

What Buy-and-Hold Investors Need to Know:

Renter Demographics & Market Stability: Madison is a heavily owner-occupied
community. The ownership rate is 75%, while the rental rate is 25%. This indicates
a highly stable, family-oriented tenant base. While the renter poolis a minority,
tenants in areas with 75%+ homeownership tend to stay longer, reducing costly
turnover and vacancy rates for landlords.

Target Acquisition Price Points: There is a significant disconnect between the
median list price ($440K) and where actual buyers are closing. The highest volume
of recently sold homes by far falls in the under $300K range (120 homes), followed
by the 300K-350K range (59 homes). Investors should target properties under $300K
to capture the highest market demand and achieve the best rent-to-price ratios for
cash flow.

Ideal Property Sizes for Tenants: The market shows heavy demand for larger
footprints. The highest sales volumes are for properties over 2,400 sq. ft. (100
homes). There is also a secondary market for smaller homes under 1,200 sq. ft. (54
homes), which could serve as excellent entry-level rentals. (Note: Specific bedroom
count data is unavailable in recent local reporting).



e Capital Expenditures (CapEx) Planning: The housing stock in Madison is relatively
modern, with a median home age of just 22 years. The highest volumes of recently
sold homes fallinto the under 10 years old bracket (97 homes) and the 30-40 year
age bracket (88 homes). Investors buying newer builds (<10 years) can expect
minimal CapEx requirements in the near term, making for predictable operating

expenses.

e Price Per Square Foot: When underwriting potential acquisitions, investors should
base their calculations on the fact that the vast majority of homes are selling
between $150 and $200 per square foot (164 homes).

Summary for Long-Term Investors: Madison, Alabama represents a stable, highly
attractive market for a buy-and-hold strategy. The expanding inventory (4.89 months) and
downward trend in median list prices signal an easing of market competitiveness, giving
investors room to negotiate. To maximize cash flow and limitimmediate maintenance
costs, investors should target newer properties (under 10 years old) in the sub-$300K price
bracket. The area's 75% owner-occupancy rate ensures that rentals acquired here will

benefit from long-term neighborhood stability.
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