
Are You Cutting Corners?

Matching the appropriate product to  
the level of risk, ensuring that it is done 
correctly and without undue influence or 
pressure, is critical.
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Valuation Solutions

When it comes to valuation products, they are all the same. Right? Wrong! Matching the 
appropriate product to the level of risk, ensuring that it is done correctly and without 
undue influence or pressure, is critical to the transaction. For the past two years, we have 

seen product vacillation with appraiser-assisted valuation products, appraisals and Broker Price 
Opinions or BPO’s, each trading market share. Regulations preclude the use of some while credit 
risk dictates others. 

Given a large statistical sample, most would agree that across the spectrum of risk, price, and 
accuracy, automated products typically are the least expensive and have potentially the widest variance. 
What is an AVM really? Initially the idea was that AVMs would replace live appraisers. That hasn’t 
happened, but given the need for more due diligence, AVMs have become a valuable tool.

Here’s some history: Automated Valuation Model (AVM) is the name given to a service that can 
provide property valuations using mathematical modeling combined with a database. Most AVMs 
calculate a property’s value at a specific point in time by analyzing values of comparable properties. 

AVM is short for "Automated Valuation Model". 
Appraisers, investment professionals and lending 
institutions use AVM technology in their analysis 
of residential property. An AVM is a residential 
valuation report that can be obtained in a matter of 
seconds. It is a technology-driven report. 

To draw a contrast to the AVM, the BPO and 
hybrid exterior products tend to be in the middle as 
an inspection of the property accounts for location, 

quality, and condition. Interior appraisals (form 2055 or 1004/1073/1025) typically carry the highest 
price, and take the longest to complete, but are considered the lowest risk and most accurate.  

Given this scenario, one would assume that if a full interior appraisal was completed, the value would 
be more accurate. However, what do you do when you have two different valuations with completely 
different opinions? Should you always assume the appraisal is correct? This is where reconciliation by 
a licensed or certified appraiser is needed.

With home prices in the dumps, reconciliation becomes even harder. CNN reported, “Home prices 
hit another new low in the first quarter, down 5.1% from a year ago to levels not reached since 2002. 
It was the third straight quarterly drop for the S&P/Case-Shiller national home price index, which was 
released Tuesday. 

We know all the bad news, but what is reconciliation really? Webster has many definitions but the 
essence of the definition of reconciliation is to Settle or Resolve. This process has been around for 
many years, but has truly been at the forefront of the default market over the past two years as lenders 
and investors are challenged to determine if the value that they placed their faith and money in, was 
legitimate and defensible. To answer this question technology combined with a skilled appraiser is 
definitely needed. ❖
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