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Real Estate Business Management Program

Year 3 – Work study program

Présenter: David Hourihan MSc Prop Inv FRICS

8 November 2023

PROPERTY VALUATION

(BG3 ALT S6)

Section 14 –

Methods of Valuation – 
Comparisons Method Pt 2
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7. When is the Comparison method used?

Property Valuation (BG3 ALT S6)



8. Applying the comparison method of valuation

The Comparison method works best in the following circumstances:

✓ The properties have the same use (i.e. residential).

✓ The properties are of similar construction and similar size.

✓ The properties are in the same area.

✓ Recent transaction data is available.
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8. Applying the comparison method of valuation

• The comparison method of valuation is the most common method of valuing property (especially residential).

• It involves carrying out a valuation by directly comparing the property with similar properties which have sold in the 

past and using evidence of those transactions to assess the value of the property.

• Analysis should encompass every attribute of a transaction that was different from every other attribute in selected 

comparable transactions.

• The more comparables that are available to the valuer, the easier it is to derive an estimate of value with 

substantive evidence.

• Units of comparison can include per sqm, per hectare, per unit, per room. Several metrics should be used as a 

cross check.

• A competent valuer will be able to quantify the differences between properties and those at more distant locations.
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9. Comparison Metrics

Attributes that might make one property different from another and explain differences in value could be put into 

three main groups (other groupings are possible):

1. Physical Structure, construction, size condition etc.

2. Locational factors, amenities, accessibility, transport.

3. Legal constraints, lease terms, planning.

The two key metrics for commercial real estate are rents and yields:

• Rents – data more readily available. Analysis and adjustment is a key skill (covered next week).

• Yields - sales are limited and often difficult to analyse especially if the current rent property is let at less than 

market rental levels for the property.
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10. Information needed for a comparable

In the light of the above, the valuer needs to know for each comparable:

• Locational characteristics

• Physical Characteristics

• Lease terms (confirmation of terms …)

• Type of transaction (new letting, rent review, lease renewal).

• Rent and any lease incentives (e.g. premiums, rent-free periods).

• User clauses.

• Tenant fit-outs.

• Service charges.

• Security of tenure.

• Repair obligations.

• Insurance responsibility.
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11. Key factors affecting comparability
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11. Key factors affecting comparability

When using the method for the valuation of property, the following elements are some that can be compared:

You can set out the information in a table and show the adjustments made for each element to reflect the differences 

in the comparable from the property being valued.
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• Price.

• Age of building.

• Location.

• Type of construction.

• Use of building.

• Structural condition.

• Decorative condition.

• Position of property.

• Size.

• Floor area.

• Layout.

• Condition of fixtures and fittings.

• Date of sale.



12. Selecting comparable evidence

The RICS (2019) Comparable evidence in real estate valuation (1st edition) states:

“ When identifying, analysing and applying the comparable evidence, the potential purchaser and/or valuer should seek to 

ensure that it is:

• comprehensive – ideally a number of comparables rather than a single transaction or event. 

• very similar – ideally identical to the item being valued. 

• recent – i.e. representative of the current market the result of an arm’s length transaction in the open market verifiable, so 

far as practicable consistent with local market practice.

..…Challenges arise, however, when considering assets that are less widely traded or that are rarely identical, which is often 

the case for real estate. In such circumstances the skills of the valuer assume a much greater importance.”

RICS (2019) Comparable evidence in real estate valuation (1st edn)
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13. Applying the comparison method of valuation

Approach

• Select suitable comparables (comparable set).

• Extract relevant information.

• Analyse information including comparable sale prices, rental 

values, yields etc.

• Adjust sale prices, rentals, and yields for noted differences.

• Formulate an opinion of market value for subject property.
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13. Applying the comparison method of valuation

When using the method for the valuation of commercial property, the following elements are some that can be compared 

and analysed:

• Rental income.

• Yield.

• Capital value.

• Quality of covenant.

• User restrictions.

• Lease terms.

• Condition of building.

• Car parking provision.
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• The property must be a similar property with similar qualities.

• The comparables must be in close proximity.

• Transactions must be recent – the period of time applicable will 

be dependent on market conditions at the time of the 

transaction and current market conditions. This can dramatically 

change in a short period of time. 

• Macro–economic conditions at the time of each comparable 

transaction must be considered.

• Any special considerations of the transaction should be taken 

into account.

• It should be ascertained if there was a special purchaser 

involved.

• The more evidence available the better the valuation.

• A thorough inspection of all underlying factors in the market 

must be made.

• Trends in market values should be observed.

• Consider who are likely purchasers in the marketplace, their 

requirements and purchasing power.

• A valuer must be extremely familiar with the market within which 

the valuation is being carried out and also with the local area 

within which the property is located.
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14. Sources of comparable evidence

• Market Transactions.

• Direct transactional evidence.

• Publicly available information.

• Databases.

• The newspapers.

• Asking prices.

• Historic evidence.
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15. Hierarchy of Evidence

• It is important to understand how robust the evidence is that you 

have collated.

• The ability to weigh (or rank) evidence collected according to its 

relevance to the particular property being valued is an essential 

part of the valuation process.

• There are some additional factors to be considered for the 

hierarchy of rental evidence relating to the currency and nature of 

the agreement: open market letting, rent review and so on.

• Section 4.4. and Section 4.6 of the RICS Comparable evidence in 

real estate valuation (1st edn) for the Hierarchy of evidence.
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Next Lecture 

Section 15 – Methods of Valuation – Investment Method Pt1


	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16

