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Standard on Automated Valuation Models (AVMs)

1. SCOPE
This standard is intended to provide guidance for both
public sector CAMA and private sector AVM systems.
This standard provides recommendations and guidelines
on the design, preparation, interpretation, and use of
automated valuation models (AVMs) for the appraisal of
property. The standard presents market analysis based
appraisal applications and aspects of such models. The
principles addressed in this standard are considered
applicable to all appraisals of real property, which are
designed to estimate market value.

The standard does not address appraisal of personal
property, such as machinery and equipment, and AVMs
are not considered applicable for appraisal of highly
specialized or unique property.

As presented in this standard, the development of an AVM
conforms to USPAP Standard 6 (Appraisal Foundation
2003, 46–56). The appraiser using AVM output should
follow USPAP standards that relate to their assignment.

2. INTRODUCTION
2.1 Definition and Purpose of an AVM
2.1.1 Definition
An automated valuation model (AVM) is a mathemati-
cally based computer software program that produces
an estimate of market value based on market analysis of
location, market conditions, and real estate characteris-
tics from information that was previously and separately
collected. The distinguishing feature of an AVM is that
it is an estimate of market value produced through
mathematical modeling. Credibility of an AVM is depen-
dent on the data used and the skills of the modeler
producing the AVM.

2.1.2 Purpose
The purpose of an AVM is to provide a credible, reliable,
and cost-effective estimate of market value as of a given
point in time. Market value is the most probable price (in
terms of money) that a property should bring in a
competitive and open market under the conditions req-
uisite to a fair sale—the buyer and seller each acting
prudently and knowledgeably, and assuming the price is
not affected by undue stimulus. AVM values reviewed
for reliability, and generated in compliance with USPAP
Standard 6 are considered appraisals.

AVMs are developed and used by both the public and
private sector. Assessment officials use AVMs to pro-
duce estimates of value as of a common date for
purposes of property assessment and taxation. Private
sector appraisers and their clients use AVMs to estimate
the value of a subject property at a given point in time for
a wide variety of purposes.

2.1.3 Applicability
AVMs are applicable to any type of property for which
adequate market information and property data are
available in the relevant market area. The relevant market
area is the area that would be considered by potential
purchasers. For residential properties, this is typically all
or a portion of a metropolitan area, one or more towns
in a geographic area, or a given rural or recreational area.
The market area for larger multi-family, commercial,
and industrial properties can be regional or even national
in scope, depending on the relevant investors and market
participants.

The development of an AVM is an exercise in the
application of mass appraisal principles and techniques,
in which data are analyzed for a sample of properties to
develop a model that can be applied to similar properties
of the same type in the same market area. These may be
either individual properties of interest or all properties
that meet the requirements of the model.

Although the same underlying principles are applicable to all
AVMs, the specific formulation and calibration techniques
will vary with the purpose of the AVM, type of property,
available data, and experience and preferences of the
market analyst. Sections 3 and 4 discuss the general
principles of model specification and calibration. Section 5
addresses residential AVMs. Section 6 focuses on com-
mercial and industrial AVMs and section 7 focuses on
AVMs developed for vacant or improved land.

2.1.4 Distinction from Traditional Valuation
Applications

Although AVM development requires skilled analysis and
attention to quality assurance, AVMs are characterized by
the use and application of statistical and mathematical
techniques. This distinguishes them from traditional ap-
praisal methods in which an appraiser physically inspects
properties and relies more on experience and judgment to
analyze real estate data and develop an estimate of market
value. Provided that the analysis is sound and consistent
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