



REAL ESTATE


Why Wise Property Investors Combine Appraisal Methods


Commercial appraisals are an important pricing tool for both buyers and sellers. An in-depth appraisal can be done in a variety of ways or can be combined to provide a more comprehensive report. Investment properties are best suited to using a combination of appraisal approaches to ensure that those properties are priced suitably for the local real estate marketplace.


The Direct Comparison Approach: This is the most widely used method and dominates the residential marketplace, but it also has a substantial value with commercial appraisals. It involves comparing similar properties that are listed for sale as well as those that have recently sold. Adjustments need to be considered for variables such as location, style, size and building features when using this appraisal method.


The Cost Approach: This method arrives at a value by identifying a site and establishing the replacement cost for improvements to the property in question. This is a particularly useful appraisal system when considering properties in slow real estate markets that have limited sales activity to compare against.  


The Income Approach: This method is most commonly associated with income-producing properties. The valuation is based on income capitalization. This process provides an estimate of value of investment based on a cash-flow analysis.


Whether buying or selling, investors can glean valuable information through these approaches. 


Combining the appraisal methods paints an elaborate picture about the future viability of any investment.











