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Appraiser methods for value manipulation     
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Intuition of paper:

Comp 1 has freplace (refected in comp’s sale price) →
appraiser misreports to infate adjusted sales price (appraisal)

Sales comparison approach 

Comp 1 doesn’t have a freplace → adjust comp sales price up 
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Main fndings  

1 Attribute misreporting not uncommon 

2 Not confned to a few appraisers 

3 Appears to be intentional (at least in part) 

4 Real impact → misreporting related to 
mortgage default 
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1 I’ve researched appraisals
2 I’ve researched misreporting
3 I was a mortgage broker

Convincing evidence that appraisers misreport (at
times intentionally)

Comps used multiple times by the same appraiser

Impacts of misreporting on subject property value and
performance???

Overall thoughts 

I really like this paper (revealed preference) 
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Under-reporting of GLA “translates into an additional $19,720 for the
appraised value of the subject property....”

Median GLA Underreporting × Median Price Adjustment per Unit
Diference

85 × $232 = $19,720

Comment 1: How big of an efect does GLA misreporting
have on appraised value? 
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Is the $232 really the appraiser’s price adjustment per unit? 
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Appraisal on my house in 2017 
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Median GLA Underreporting × Median Price
Adjustment per Unit Diference

85 × $232 = $19,720 [reported in paper]

85 × $30 = $2,550

Appraisal database (similar to data used in this paper) 

For each comp I compute: 

 Total GLA Adj. ($)Adj. per unit diference = | |(Subj. GLA - Comp GLA) 

Median Adj. per unit diference (GLA) = $30 
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4 comps per appraisal (on average)

$2,550
4 = $637.50 → pretty small efect on subj. value

***Efect would be larger if GLA underreported for all comps within
the same appraisal

But there’s another potential issue with GLA...

But that $2,550 is the increase to the comp’s adjusted 
sales price 

What is the efect on the appraised value? 
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For small diferences in GLA, appraisers often make no 
adjustment 
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Most GLA underreporting is small (avg. is 85 sq. ft.)
Does this underreporting actually impact value?

Conditional on underreporting, what is average
adjustment? |Total GLA Adj. on Comp |

|GLA Dif|

For small diferences in GLA, appraisers usually make no 
adjustment (appraisal data) 
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|Total GLA Adj. on Comp ($) |
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0 < |GLA Diff| <= 100 sq. ft.
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2 Account for number of comps when discussing
impact on appraised value

3 Puzzle → Why is GLA misreporting so strongly
related to mortgage performance?

Suggestions: GLA underreporting impact 

1 Shift focus of paper to other misreported attributes 
Other misreported attributes have large impact on comp adjusted 
sale price 
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Compute an alternate appraised value (Value) for each subject
property using adjustments per unit (pw ) and Xwi

Xwi → attribute i value on property w when the property was a subject
property
Can vary assumptions; get more sophisticated with Xw or pw

Subject Compk Adj. Compj Adj.
Sales price - $300,000 $310,000
Sq. ft. 1,000 Xks (1, 000− Xks) ∗ ps X js (1, 000− Xjs) ∗ ps
Condition 4 Xkc (4− Xkc ) ∗ pc X js (4− Xjc ) ∗ pc
... ... ... ... ... ...
Adj. Price Z Y

Value .5*Z+.5*Y

Compare actual appraised value to Value

Can aggregate to market-level measure of misreporting!

Comment 2: What is the overall/net efect on appraised 
value? 

Multiple attributes under- or over-reported on same comp transaction 
(can also occur on multiple comps within the same appraisal) 

Discussant: Jim Conklin (UGA) Appraiser MisReporting February 24, 2023 14 / 18 



Subject Compk Adj. Compj Adj.
Sales price - $300,000 $310,000
Sq. ft. 1,000 Xks (1, 000− Xks) ∗ ps X js (1, 000− Xjs) ∗ ps
Condition 4 Xkc (4− Xkc ) ∗ pc X js (4− Xjc ) ∗ pc
... ... ... ... ... ...
Adj. Price Z Y

Value .5*Z+.5*Y

Compare actual appraised value to Value

Can aggregate to market-level measure of misreporting!

Comment 2: What is the overall/net efect on appraised 
value? 

Multiple attributes under- or over-reported on same comp transaction 
(can also occur on multiple comps within the same appraisal) 
Compute an alternate appraised value (Value) for each subject 
property using adjustments per unit (pw ) and X wi 

X wi → attribute i value on property w when the property was a subject 
property 
Can vary assumptions; get more sophisticated with Xw or pw 

Discussant: Jim Conklin (UGA) Appraiser MisReporting February 24, 2023 14 / 18 



Compare actual appraised value to Value

Can aggregate to market-level measure of misreporting!

Comment 2: What is the overall/net efect on appraised 
value? 

Multiple attributes under- or over-reported on same comp transaction 
(can also occur on multiple comps within the same appraisal) 
Compute an alternate appraised value (Value) for each subject 
property using adjustments per unit (pw ) and X wi 

X wi → attribute i value on property w when the property was a subject 
property 
Can vary assumptions; get more sophisticated with Xw or pw 

Subject Compk Adj. Compj Adj. 
Sales price - $300,000 $310,000 
Sq. ft. 1,000 X ks (1, 000 − X ks ) ∗ ps X js (1, 000 − X js ) ∗ ps 
Condition 4 X kc (4 − X kc ) ∗ pc X js (4 − X jc ) ∗ pc 

... ... ... ... ... ... 
Adj. Price 
Value .5*Z+.5*Y 

Z Y 

Discussant: Jim Conklin (UGA) Appraiser MisReporting February 24, 2023 14 / 18 



Can aggregate to market-level measure of misreporting!

Comment 2: What is the overall/net efect on appraised 
value? 

Multiple attributes under- or over-reported on same comp transaction 
(can also occur on multiple comps within the same appraisal) 
Compute an alternate appraised value (Value) for each subject 
property using adjustments per unit (pw ) and X wi 

X wi → attribute i value on property w when the property was a subject 
property 
Can vary assumptions; get more sophisticated with Xw or pw 

Subject Compk Adj. Compj Adj. 
Sales price - $300,000 $310,000 
Sq. ft. 1,000 X ks (1, 000 − X ks ) ∗ ps X js (1, 000 − X js ) ∗ ps 
Condition 4 X kc (4 − X kc ) ∗ pc X js (4 − X jc ) ∗ pc 

... ... ... ... ... ... 
Adj. Price 
Value .5*Z+.5*Y 

Z Y 

Compare actual appraised value to Value 

Discussant: Jim Conklin (UGA) Appraiser MisReporting February 24, 2023 14 / 18 



Comment 2: What is the overall/net efect on appraised 
value? 

Multiple attributes under- or over-reported on same comp transaction 
(can also occur on multiple comps within the same appraisal) 
Compute an alternate appraised value (Value) for each subject 
property using adjustments per unit (pw ) and X wi 

X wi → attribute i value on property w when the property was a subject 
property 
Can vary assumptions; get more sophisticated with Xw or pw 

Subject Compk Adj. Compj Adj. 
Sales price - $300,000 $310,000 
Sq. ft. 1,000 X ks (1, 000 − X ks ) ∗ ps X js (1, 000 − X js ) ∗ ps 
Condition 4 X kc (4 − X kc ) ∗ pc X js (4 − X jc ) ∗ pc 

... ... ... ... ... ... 
Adj. Price 
Value .5*Z+.5*Y 

Z Y 

Compare actual appraised value to Value 
Can aggregate to market-level measure of misreporting! 

Discussant: Jim Conklin (UGA) Appraiser MisReporting February 24, 2023 14 / 18 



What share of loans are underreported AND high LTV?

≈ 25% × 1.72% = 0.43%

Comment 3: How much of a problem is this for mortgage 
performance? 
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Misc (ofine): 

What is the relationship between subjective weighting 
(Eriksen et al., 2019) and attribute misreporting? 

Policy implications feasible? 

Related to collateral value uncertainty and credit 
supply (Jiang and Zhang, 2022)? 
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Conclusion 

Convincing evidence that attributing 
misreporting is real (and intentional) 

What is the impact on subject appraised value 
and mtg. performance? 

THANKS! 
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