
In the near future valuations will be 1 part science + 1 part technology + 1 part human.

Mission: 
To Boldly Go

inTo The FuTureoF ValuaTion
By Elizabeth Green 

T he future of real estate valuation, 
the recovery of the housing finance 
industry, and future economic  

stability are inextricably intertwined. A key 
element in this evolution is the revitalization of the role of  
the professional real estate appraiser. One thing that everyone can 
agree on is that the profession and the industry are at a climactic 
point, and the decisions made today have the power to set the future 
course, good or bad. 
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Numerous factors have contributed to 
the current state of the profession, and we 
now find ourselves at a crossroads. Col-
lectively, we must focus on pathways that 
lead to a new understanding of the impor-
tant role the professional real estate ap-
praiser plays in the mortgage equation. 

Additionally, the relevance of tech-
nology and data responsibly combined 
with local market expertise must also be 
considered. In essence, appraisal qual-
ity must be fostered in the midst of, or in 
spite of, tremendous industry change.

Restoring confidence in the mortgage 
markets and increasing asset quality are de-
pendent upon improved methods of reduc-
ing and mitigating collateral risk. A solid 
appraisal is the nuts-and-bolts of collateral 
risk mitigation—one property at a time. 

The challenge is to maintain focus 
on risk assessment during the process 
without sacrificing service levels, qual-
ity, and accuracy. To successfully meet 
the new challenges of transparency and 
low risk tolerance in today’s market, we 
need to equip appraisers, reviewers, and 
underwriters with better tools to analyze, 
qualify and quantify diverse and often 
disparate data sources.  

A new appraiser language and skill 
level, driven by the influence of the In-
ternet and technology, are rapidly taking 
shape. The incoming generation of ap-
praisers expects technological solutions. 
This technology must be fused with best 
practices and professional knowledge on 
a much broader scale. New approaches to 
training and apprenticeship are needed. 

Techniques such as the ability to 
simulate market conditions and apply 
computer-aided analysis can teach valu-
able skills. Appraisers are increasingly 
asked not just to validate information but 
to decipher an ever-widening pool of data 
sources. Next-generation appraisers are 
already “Google-centric.” 

But the future of the profession de-

pends not only on integrating the incom-
ing generation of appraisers but also 
preserving the unique perspectives and 
intuition of experienced professionals.

Reliable appraisals result from richer, 
cleaner, stronger supporting data regard-
less of the valuation product. Throughout 
the process and at each exchange of in-
formation, the call to data quality must be 
met—from the professional in the field to 
the lender to the end investor. 

Data exchange, which is both nimble 
and accurate, must extend beyond com-
munication of information and become 
true knowledge transfer. Industry wide 
adoption of a common language in the 
form of open data standards such as MIS-
MO (Mortgage Industry Standards and 
Maintenance Organization) is no longer a 
technology pipe dream but a risk mitiga-
tion necessity. 

The mission of MISMO as detailed 
on its website is such that, “MISMO was 
created to promote and support the com-
mon business interests of the commercial 
and residential mortgage markets. Its 
mission is to benefit industry participants 
and consumers of mortgage and invest-
ment products and services by fostering 
an open process to develop, promote, and 
maintain voluntary electronic commerce 
procedures and standards for the mort-

gage industry, and enabling mortgage 
lenders, investors, servicers, vendors, 
borrowers, and other parties to exchange 
real estate finance-related information 
and e-mortgages more securely, efficient-
ly and economically.”

Any analysis, powered by human or 
computer, is adversely affected by bad 
or inappropriate data. The use of highly 

sophisticated tools carries the implication 
of using appropriate data and expertise. 
Limited and/or bad data generates mis-
leading and inaccurate results that can 
often go unchecked. 

The use of advanced technology with-
out data integrity assurances can prove 
more damaging than applying good 
“old-fashioned” methods because of the 
automatic acceptance or perceived cor-
rectness of applied analytics. Using the 
appraiser as a human confidence score 
to safeguard the application of regression 
analytics in the valuation process only as-
signs liability to the appraiser; it does not 
prevent the problem. The future of valua-
tion requires the professional appraiser to 
be a highly interactive, analytical arbitra-
tor at each stage of the process. 

 “Everything that can be counted 
does not necessarily count; every-
thing that counts cannot necessarily be 
counted.” – Albert Einstein

The professional appraiser is being 
called upon to apply a new set of skills 
that incorporate the best of scientific ap-
proaches for analysis of large and diverse 
data sets such as geospatial and socioeco-
nomic sources. Appraisers can harness 
technology to pattern data and expose 
salient facts to produce better value con-
clusions. The new valuation professional 
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needs to be smarter, faster, and better than 
ever before in identifying current collat-
eral risk and determining present value.

Major improvements to the process 
of real estate appraisal will afford profes-
sional appraisers the ability to provide 
content-rich reports beyond traditional 
appraisal forms. The ability to provide 
appraisals as true business intelligence 
will result in stronger supporting cases 
for value opinions.  

And with more holistic valuation re-
porting, consumers of appraisal services 
throughout the cycle can more easily and 
accurately evaluate the quality and dura-
bility of the value opinion.

The passage of the Dodd-Frank Wall 
Street Reform and Consumer Protec-
tion Act (H.R. 4173) extends responsible 
lending deeper into the back-office op-
erations of collateral assessment. New 
regulations for the oversight of appraisal 
management companies, appropriateness 
of fees paid to appraisers, appraiser in-
dependence, obligatory lender reporting 
of USPAP (Uniform Standards of Pro-
fessional Appraisal Practice) violations, 
and a host of new consumer protection 
rules will converge in the most dramatic 

changes to the regulatory landscape since 
FIRREA (Financial Institutions Reform, 
Recovery, and Enforcement Act). 

These regulations spawn an entirely 
new level of audit requirements. The 
scrutiny of the appraisal through elec-
tronic means and data warehousing will 
both empower and frustrate the process 
as the ambiguities and incoherence of 
appraisal data are exposed. Again, data 
quality is paramount.   

When the mortgage lending process 
enforces appropriate appraisal service-
level requirements based on the needs of 
the property and not simply the style of 
appraisal report, appraiser compensation 
can be commensurate to the effort. Ease 
of production of the Good Faith Estimate 
(GFE) does not justify substituting a pre-
dictable appraisal report fee for an unpre-
dictable level of quality in the appraisal. 
Technology will generate accountability 
and transparency and improve the mar-
ketplace for all participants, including the 
borrower and regulator. 

Appraisers, appraisal management 
companies, and the lender/client commu-
nity must work together to embrace and 
employ technology and data to boldly go 
into the future of valuation. Navigating a 
complex web of appraisal management 
panels, fee structures, service-level agree-
ments, and regulatory influences will un-
questionably shape the marketplace. 

The new regulatory oversight will now 
govern what was once core professional 

networking on a simple series of subcon-
tract relationships. H.R. 4173 revisions 
to Truth-In-Lending laws and Title XI of 
FIRREA illuminate pre-existing issues 
such as geographic competency and rea-
sonable and customary fees. In fact, such 
concerns are symptomatic of more funda-
mental problems than just the need for new 
collateral assessment policy execution. 

When these issues are examined for 
cause and contrasted to the current mar-
ket landscape, they expose the ineffec-
tiveness of a process bogged down by 
outmoded and outdated practices. Dra-
matic improvements are possible if we 
are willing to look beyond quick fixes.

Holistic solutions include rewarding 
professional achievement and compe-
tency by primarily aligning the skill sets 
of a professional appraiser to the needs of 
the transaction and secondarily aligning 
the appraiser’s fee and turn-time require-
ments for the assignment. It also means 
transitioning risk managers and policy 
makers away from a “one-size-fits-all” 
mentality by creating professional valua-
tion reporting that enables underwriters to 
more effectively apply valuation results in 
the collateral risk assessment process. 

But perhaps most importantly, it means 
creating and embracing mutual trust and 
shared responsibility and accountability 
in the valuation process. The challenge is 
to adopt and execute a more effective so-
lution in which a stronger valuation pro-
fession and marketplace are formed. ❖
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