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g’G”_’ Starting points

Two possibilities
to improve transparency and valuation results

1. Better models
- Research about (new) influence factors
- Research about improving accuracy of valuation

2. Better data
- Market transparency > precondition for satisfying markets
- Data necessary for 2 topics:
¢ Market analysis
e Real Property Valuation
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i Market transparency
ca GIH

It is all about market transparency (MT)!

MT - property and financial crisis 2007/8
- strong demand for more reliable market data

More information demanded and available:

. Demand for market prognosis
. Information about market bubble risks
o More supply of market data

Germany: MT on the public agenda and strengthened by law:

o Main task of Upper Valuation Boards: Regional and
supra-regional analysis of market trends and activities

o Metropolitan areas: Scarceness and strong increase of
prices since 2009/10
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ﬂé”" Market transparency
Europe: Differences in market transparency (Index JLL)

(Focus: commercial markets)
6 i Foku

Spezialthema Markitransparenz

Real Estate Transparency in Europe, 2014
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Source: Jones Lang Lasalle 2015: Transparency Index
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. Global Real Estate Transparency Index (( )) JLL
Q:G’ 2014 Edition: Real Estate Raises the Bar
2SI e o o o eouon e[
CE ALS VEHICLES AND LEGAL N PROCESS SCORE
United KingdomEUR 1,0 1,6 1,0 13 1,3 1,2
United States  AM 1,4 1,3 1,0 1,4 1,3 il
Australia AP 14 15 11 1,3 14 14 Highly
New Zealand AP 1,8 1,5 1,1 1,4 1,0 1,4 trans-
France EUR 1,6 1,8 1,3 1,6 il il 15 parent
Canada AM 2,0 1,7 1,3 1,2 1,2 1,5
Netherlands EUR 1,4 1,6 1,3 1,9 1,3 1,6
Ireland EUR 2,5 2,1 1,0 1,1 1,0 1,6
Finland EUR 2,1 2,0 1,2 1,6 1,2 1,7
Switzerland EUR 1,5 2,9 1,1 1,6 1,3 1,7
Sweden EUR 2,0 2,2 1,2 1,6 1,5 1,8
Germany EUR 2,0 1,9 1,6 1,8 1,3 1,8
Singapore AP 2,1 2,2 1,2 1,4 2,1 1,8
HongKong AP 2,1 1,7 1,7 1,8 1,8 1,9
Belgium EUR 2,4 2,2 1,1 1,6 2,0 1,9
Denmark EUR 2,9 2,1 14 13 1,8 2,0 Trans-
Poland EUR 2,8 1,6 2,0 1,7 2,0 2,0 parent
Spain EUR 2,6 2,2 1,6 2,0 1,4 2,0
Norway EUR 2,5 2,9 15 15 1,8 2,1
South Africa  SSA 2,4 34 1,3 1,6 1,4 2,1
Austria EUR 23 3,0 15 15 2,1 2,1
Italy EUR 2,1 2,5 15 2,1 2,0 2,1
Portugal EUR 2,5 3,1 1,7 1,8 1,6 2,2
Czech Republic EUR 2,9 2,2 2,4 1,9 1,6 2,2
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= Germany: Price development
ca GlIH

Germany: Differences in condominium prices

a. Index of nominal condominium prices Nominal prices for condominiums
1994 = 100 (2008 =100)
140 125 —
= Hamburg =
— Munich 4
m— Berlin A7
130 120 — o

120

110

100 B /

“"-".h—-

Ly

1980 1990 2000 2010 2008 2009 2010 2011 2012

Source: vdpResearch, Federal Statisitical Office, vdp Spotlight, Nov. 2013
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Germany: Boards of Valuation Experts

c2GlH

e
Organisational structure of k2 1;‘ 5 x"‘\'f’:*

the Boards of Valuation Experts o A O »

g ‘ﬂ% ¥ )

E o~
Valuation and market 4 ~-§ o 4
information is based on the pra b 9 \‘ l 4
Board’s purchase price collection. i il ; 1 18
7 Z -t b

4 9 oN S
MT by publication of ? (&8 ¢
v Y 80 4 A
- standard ground values P oa d o Y Number of
. - . { = ks 3
- prices indices, correlation \ ! Boards per

factors, yield rates, " State
> market reports at 3 levels g
(local, federal state, national;
‘”lj

Source: Krumbholz: -F'uB 1/2009, p. 35, aktualisiert
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ﬂ’G”_I Market data

Requirements for reliable market data

e Market data (market analysis + valuation)
- Primary market data - source of original market information
- Secondary market data - refining/ derived data
- Process has to ensure “data quality”
- Data from valuation reports or lending purposes (loans) ?

e Regional coverage of market information differs (rural areas)

e Completeness of market information
- “Representative” (!) sample of market situation
- challenge concerning transparency and quality of data !
- Combining economic data and technical data
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G ' G”_’ (ImmobilienScout 24)
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= Example: Property Market Regions
ca GlIH |

} Counties and property market areas in Lower Saxony

Untersuchungsréume

Area of market analysis:

B pevided
! Counties
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O

Property market regions

differ from
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Gutachterausschsse in Deutschland Osterace am Harz,
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Geometrische Grundiagen: BKG, Kreise, Gemeinden 31.12.2008

Anmerkung:
FIG Working Week Sofia, Bulgaria - 17.-21. May 201! 2 '“"’Y""*r"-‘"z“*"" D"’"“’“"""’B besonders helerogen
gepragler bandkgise in Tel@ume (SubReise).

= Data quality and Intern. Guidelines
ca GIH

Support from Intern. Guidelines (IVSC) concerning data quality ?

e GN1: Real Property Valuation: 3 types of data

Guidance Note Figure 1-1
The Valuation Process

DEFINITION OF THE ASSIGNMENT

.|| Score oF OtHeR
IoenTiFy IDENTIFY UsE oF THE DeFINE Date oF L
ReaL PropPeRTY VALUATION VALUE VALUE THE IMITING
Estate RicHTs AssIGNMENT | | CoNDITIONS

PRELIMINARY ANALYSIS AND DATA SELECTION AND COLLECTION

SPECIFIC COMPETITIVE SUPPLY
GENERAL (Subject and AND DemanD
(Regional, city and comparable data) ‘ (The subject market)
s —
neighborhood Ty b T NvEN-ro}ﬁ: AND o:parrnva
Soow. IncoME AND EXPENSE ROPERTIE
Economic CAPTALISATION RATE SaLes anp LisTings
GOVERNMENTAL HisTory oF OwNeRsHIP VAGANGIES AND OFFERINGS
ENVIRONMENTAL UsE oF PRopERTY Demano STubies
AssorpTioN RaTE
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c2GlH

Data quality and Intern. Guidelines

Support from Intern. Guidelines (IVSC) concerning data quality ?

e GN1: Real Property Valuation: 3 types of data

- information should be “significant and generally considered by
buyers and sellers”.

e GN11: Reviewing Valuations

- Important: the data used (... the apparent adequacy and
relevance of the data used....”)

e GN13: Mass appraisal for taxation
- “... sufficient market data ....”

- How to concretize these nice words?
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o Example: Condominium Price
ca GlH

Comparable prices of condominiums in Hannover
related to living space and year of construction
3.500
o 3.000
o
[}
&
S 2.500
£
2
< 2,000
£
3
2
o 1.500
=
w
1.000
Yearof Constr. 500 55 1960 1970 1980 1990 2000 2010
e BRW** 490 €/m? 1.550 1.770 2.010 2.250 2.500 2760 3.030
—— BRVW** 340 €/m? 1.200 1.490 1,690 1.900 2.120 2.350 2.580
(e BRW** 250 €/m? 1.090 1.260 1.430 1.620 1.800 2.000 2.200
= === = BRW** 160 €/m* 800 940 1.070 1.220 1.360 1.520 1.680

BRW = Standard Ground Values
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Information about data selection

Hannover Region Market Report 2014

Example: Data Selection of Condominiums
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Key data of the selected sample
Volume of the sample: 885 Transactions (Total: ca. 2.000)

Criterion Reference Min. Max. Medium
Time-frame Year 2011 2013 2012
Location Stand. Ground Value 140 470 270

Age Years 4 66 41
Standard Klasse emfa(::hr:'gt‘il' qut, mittel
Balcony Yes / No vorﬂ::;en vorhanden vorhanden
Garage Number 0 1 0

Size of building Number of flats 5 >150 18

Living space m? B 40 120 70
15

4

3 <

I Average office rents in EUR/sq.m. in Stuttgart region

S T 1 -
e ) W
&

Source: Gif im Fokus 01/2015, p. 14; bulwiengesa AG, Kartengrundlage Navteq, DDS
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. Example: Office rents

BUROOBJEKTE
© BUROMIETE

[] unterso
B s0-70
D 70-875
. B75-13.0
I Over130

= Office buildings

- Information
about number,
location and
average rent
per municipality
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e Example: Rural Area
ca GlH : =

Rent synopsis for office and surgury space
in County of Aurich

lpgaommcen

poset i
Town Reference year Ti‘;‘.’;ii‘.‘i‘.?‘.’v'.‘:m. ) (Q‘:,‘;r: ?,? .-':,.';;) ]
Aurich 2012 25 (4,18'-2 g.am
Emden 2010 13 (4.507l0101 10)
Esens 2011 7 (5,0(6)'-09/.10)
Leer 2014 16 (4_40717152.00)
Norden 2011 9 (4,1;{53.80)
Wittmund 2011 10 (3,93'-5 3.10)

Source: GAG Aurich: Market Report 2015, p. 112
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e Example: Standards
ca GlH

Data Quality - Requirements and Standards

Figure 1 - lllustration of the various types of areas and their relationship

Plot area
Non buildable I '

Site area

LOETERWIE Possible extensions
The Building Envelope (BEA

The Building Footprint (BFA)
Protruding areas above ground level

Gross Floor Area (GFA)

- Exterior Construction Area (ECA)

Internal Floor Area (FA)

Source: TEGoVA 2012: Europ.

Interior Construction Area (ICA}
Valuation Standards, p. 191

Net Floor Area (NFA)
(TA), (CA), (AA)

Primary Area (PA)
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S~ Example: Standards
ca GIH

IPMS - Intern. Property Measurement Standards

Outer perimeter wall Konstruktions-
grundflache (KGF)
A Vertical penetration
IPMS1 B Structural Elements GFA
C Technical Services Technische (BGF)

Funktionsflache (TF)
D Hygiene Areas

IPMS2 E Circulation Areas Verkehrsflache (VF)
F Amenities
G Workspace Nutzflache (NF)

H Other areas
Source: Beyerle - IPMS-Fluch oder Segen. Gif im Fokus 01/2015, p. 25
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> Criteria for Market Data Quality
ca GIH

Which information about market data should be available?

Quality Criteria for reliable market data

e Sample size, share of market volume

e Origin of data (e. g. market results or data from offers,
original or secondary market data)

e Spatial reference (spatial distribution of sample)

e Time reference (temporal distribution of sample)

e Definition of market indicator (e. g. office rent)

e Statistical model of analysis

e Handling of outliers (Gudat/ Voss: FuB 1/2009, p. 30))
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c2GlH

Conclusion

e Reliable market data - security to investments
- reduce cost of Due Diligence
- reducing time of transactions

- economic importance and value of reliable data

e Combining economic data with property-specific data (geo-
reference, location quality, building age) makes the added value

- reliable market data need to be location-based (part of geo-

data infrastructure)

- A task for FIG Comm. 9 ?

FIG Working Week Sofia, Bulgaria - 1721 May 2015

e Standards of reliable market data are necessary

- area definition
- average price determination
- spatial sub-markets
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CONTACT

Prof. Dr.-Ing. Winrich VoB

Land and Real Estate Management
Geodetic Institute

Leibniz University Hannover
GERMANY

Email:
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Thank you
for your attention!

Nienburger StraBe 1
D-30167 Hannover

Tel. +49-511-762-19927
Fax +49-511-762-19929

Internet:

Prof. Dr.-Ing. Winrich VoB 22

FIG Working Week 2015

11



