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The housing supply in the United States has seen record lows over the past two years. Combine economic 

volatility, the massive shift of professionals and students working and learning from home, and people 

moving to bigger spaces or relocating geographically to cope with the new normal of the COVID-19 pandemic 

– and the real estate industry is left scrambling.  
 

People are ready to buy, sell and refinance. But are lenders equipped to keep up with the demand? And, do 

real estate appraisers have the bandwidth to conduct property appraisals on the timelines needed to meet 

lender and consumer expectations?  

 

Buyer expectations are surging, and interest rates are at an all-time low. In a world that went virtual almost 

overnight, the expectation of fast, accurate appraisals is high. It is the responsibility of lenders to quickly and 

effectively respond and adapt to these rising challenges. Predictions across the industry tell us the 2020-

2021 housing market boom will continue. 

 

In a recent Forbes article, “Experts Predict What the Housing Market Will Be Like In 2021,” Todd Teta, chief 

product officer at ATTOM Data Solutions said: 

“We’re exiting 2020 with a number of dynamics that will more than likely keep this crazy housing 

market going. There is incredibly low inventory, with less than 500,000 homes for sale, mortgage 

rates are at 50-year lows, and there’s no sign yet of distressed sellers from the recession coming 

out. These supply and demand factors will push prices even higher in the first half of the year1.” 

 

Low supply and high demand present a multitude of challenges, especially when fulfilling appraisal orders.   

So how are lenders understanding client needs and what steps are they taking to cut down loan cycle time 

without sacrificing quality of work?  

 

1  Richardson, B. (2020, December 18). Experts Predict What The Housing Market Will Be Like In 2021. Forbes. 
https://www.forbes.com/sites/brendarichardson/2020/12/16/experts-predict-what-the-housing-market-will-be-like-in-
2021/?sh=5093176736dc 
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Appraisal Process Challenges  

Because of rising property values, lenders are also seeing increased demand from home equity loans and 

HELOCs. The October 2020 CoreLogic Home Price Index (HPI®) Report notes the national price of a home has 

increased 7.3% – the highest year-over-year gain since April 20142. 

 

Sounds like a dream for lenders. However, things are not as picture-perfect as they appear. The massive 

increase in housing and refinancing demands has caused a detrimental shortage of available appraisers. 

Appraiser time is spread thin, resulting in longer loan cycle times and frustrated borrowers and lenders. 

In a recent survey of lenders conducted by HousingWire, a handful of respondents stated their appraisal was 

quoted within two or three weeks, but that timeframe is changing rapidly. This puts a massive strain on 

lenders who are trying to deliver quick turnaround times for clients. One lender in the same survey said an 

appraisal that was originally quoted to a 10-day turnaround was not delivered until 27 days after the lender 

request was accepted. In a world where properties can be snatched up by buyers overnight, this is 

unacceptable. Another lender located in Colorado, a very hot market in 2021, noted several AMCs are unable 

to guarantee they can get an appraiser out to a property in less than four weeks3. It’s impossible to have a 

competitive edge with a lag time of a month on a single step of the loan process.  

 

In a hot market, appraisers cannot keep up with the pace of lender demand for property valuations. It is 

impossible for appraisers to physically be at multiple properties at once. Alternative appraisal methods are 

necessary to meet growing demand. 

 

2 Annual U.S. Home Price Appreciation in October Fastest Since April 2014. (n.d.). 
https://www.corelogic.com/blog/2020/12/annual-u.s.-home-price-appreciation-in-october-fastest-since-april-
2014.aspx#:~:text=to%20October%202021.-
,National%20home%20prices%20increased%207.3%25%20year%20over%20year%20in%20October,year%20gain%20since
%20April%202 

3 Roah, A. (2020, August 5). Surging mortgage volume puts pressure on appraisal turn times. HousingWire. 
https://www.housingwire.com/articles/surging-mortgage-volume-puts-pressure-on-appraisal-turn-times/.  
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Adopting a Hybrid Appraisal Management Process  

In response to the shrinking pool of appraiser availability, Fannie Mae launched an appraisal modernization 

initiative to manage collateral risk and streamline the appraisal process for lenders, borrowers, appraisers 

and investors. The hybrid appraisal approach is relatively new to the first mortgage space; however, this 

methodology has been leveraged within the home equity process for decades. Despite its proven success, 

many lenders and credit unions still gravitate towards traditional appraisals for home equity loans.   

 

One of the biggest fears about implementing a hybrid or bifurcated appraisal solution is discrepancies in 

property appraisals. The biggest being lenders and borrowers will not benefit from boots on the ground with 

trained eyes ready to spot specific circumstances or scenarios. In theory, due to outdated hybrid approaches 

in the past, there is some truth to this fear. For example, basing an assessment on similar properties does 

not take into account improvements like a kitchen renovation, lot-specific circumstances or other relevant 

property characteristics. However, this is no longer the case. Innovation in hybrid appraisals has led to more 

accurate and compliant options than past alternative valuation methods.  

 

Don’t just take our word for it – we put together a study to dig into the facts and uncover the truth behind 

traditional versus hybrid appraisal models.  
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Example: Traditional versus Hybrid Appraisal Models 

In this example, Accurate Group has conducted a side-by-side comparison of the Accurate Group 

iValueNet™ solution to a traditional 1004 appraisal.  

 

To normalize and analyze the difference between an iValueNet and 1004 appraisals, we put together the 

following design. 

 

Figure 1: Appraisal Study by Accurate Group 

 

Analysis  

Study Sample: Traditional versus Hybrid Appraisals 

1004s 

• Randomly collected 325 values from 1004s 

in specific geographies of nine states (CA, 

CO, FL, IL, NJ, NY, OH, PA, TX)  

• Conducted Collateral Analytics Automated 

Valuation Models (AVMs) on the sample 

properties listed above 

• Calculated the difference in value between 

the 1004 and AVM 

iValueNet 

• Randomly collected 325 values from 1004s 

in specific geographies of nine states (CA, 

CO, FL, IL, NJ, NY, OH, PA, TX)  

• Conducted Collateral Analytics Automated 

Valuation Models (AVMs) on the sample 

properties listed above 

• Calculated the difference in value between 

the iValueNet and AVM 

Pull average turn time in calendar days 

and cost data for the geographies listed 

above for 1004s and compare to 

iValueNet during the same period of 

time. 

Analyze how 1004 varies from AVM 

compared to iValueNet variance from 

AVM. 
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Note: Of the 650 properties studied, those where an AVM returned a no hit were excluded. In addition, 

AVMs with a confidence score below 58 were excluded. The remaining properties were divided evenly 

between 1004 (324) and iValueNet (324).  

 

This allowed for a population of 608 property valuation results to be analyzed – 304 with 1004 traditional 

appraisals and 304 using iValueNet hybrid appraisals. 

Results  

The research concluded that the value difference between the AVM and 1004 was very similar to the value 

difference between the AVM and Hybrid as evidenced by a similar standard deviation and average absolute 

deviation of the two populations. Both populations produced similar results when outliers were removed. 

Property condition and property type were the two most common outliers. For example, property condition 

C5 or C6 as defined in UCDP were not reflected in the AVM value but accounted for in the appraisal. Similarly, 

AVM performance was deemed unreliable for property types such as multi-family or condominiums. 

 

Figure 2: Traditional Appraisal vs. iValueNet Hybrid Appraisal Data 

  1044 iValueNet 

Standard Deviation 20.9% 21.7% 

Average Absolute Deviation 13.4% 14.0% 

Standard Deviation with Outliers 

Removed (difference over 50%) 
15.4% 16.9% 

Average Absolute Deviation with 

Outliers (difference over 50%) 
11.5% 12.1% 
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Key Findings 

The results were clear – hybrid appraisals conducted using iValueNet technology resulted in measurable 

time and cost savings without sacrificing quality. Over 2.6 calendar days could be saved across all nine states 

analyzed. This number increased to a 3.3 calendar day improvement after NJ and NY numbers were removed 

due to COVID-19 impacts.  

 

• Cost savings averaged over $200 per order across all nine states. Colorado saw the highest average 

savings at $367 per order, while Illinois reported the lowest at $162 per order.  

• At 200 orders per month, a lender could realize over $513,000 a year in appraisal fees (assuming 

an even distribution of orders across the nine states we analyzed).  

 

Figure 3: 1004 and iValueNet Variance from AVM (line chart) 

 
 

Figure 4: 1004 Variance & iValueNet Variance versus AVM (histogram) 
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Figure 5: Turn Time and Fee Savings by State as Compared to FNMA 1004 

State 
Calendar Turn Time Savings 

iValueNet55 (Days) 

Average iValueNet55 Fee 

Savings (USD) 
CA 3.9 $231  

CO 7.7 $367  

FL 3.4 $197  

IL 1.8 $162  

NJ 0.2 $176  

NY 0.1 $167  

OH 2.9 $170  

PA 1.9 $217  

TX 1.6 $237  

 

 

Figure 6: Turn Time and Fee Savings by State as Compared to FNMA 2055 

 

State 
Calendar Turn Time Savings 

ValueNet Plus (Days) 

Average ValueNet Plus Fee 

Savings (USD) 

CA 3.92 $305  

CO 3.66 $435  

FL 3.04 $270  

IL 3.51 $210  

NJ 3.71 $270  

NY 4.26 $250  

OH  3.24 $265  

PA 3.69 $285  

TX 4.36 $350  
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Conclusion  
Lenders can save time, money and resources by transitioning from FNMA 2055s and FNMA 1004s to hybrid 

appraisals for home equity and first mortgage portfolio loans without sacrificing accuracy, quality and 

customer experience. Accurate Group’s iValueNet hybrid appraisal technology is a compliant alternative to 

1004 and 2055 appraisals and a lower risk alternative to BPOs for real estate portfolio valuation. Rather than 

wait days, weeks and perhaps even more than a month to have a real estate appraisal order fulfilled, you 

can quickly implement a hybrid appraisal process using the iValueNet technology. This allows you to 

dramatically increase the speed and accuracy of an appraisal, reduce loan cycle time and eliminate the 

administrative burden of cumbersome processes inherent in traditional appraisals.  

How Accurate Group Can Help Lenders Shift to Hybrid 

Appraisals 
Accurate Group is the market leader in hybrid appraisal products and desktop appraisal technology, 

providing valuation solutions to most of the top U.S. banks, as well as credit unions and non-bank mortgage 

lenders. Given the market climate, it’s important to select the appraisal product that provides the best 

combination of price, speed, accuracy and compliance for your home equity and first mortgage portfolio 

loans. We customize our solutions to meet your unique needs, helping you make better decisions about how 

to maximize value.  

 

In addition to home equity, the ValueNet appraisal suite has been widely used in the second mortgage 

portfolio space for over 20 years. Lenders who are leveraging our iValueNet Hybrid Appraisal for home equity 

and first mortgage portfolio transactions have realized significant turn time and cost savings.  

 

For more information about Accurate Group’s ValueNet solution or our appraisal, title, closing and 

compliance solutions, contact us today. 

http://www.accurategroup.com/
mailto:http://www.valuenet.com/company/contacts/
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About Accurate Group 

Accurate Group is a real estate technology and services leader delivering technology-driven property 

appraisal, title data, analytics and digital closing solutions to banks, credit unions, servicers, non-banks and 

capital market firms. By combining modern process automation, accurate data and innovative SaaS and 

mobile technologies, Accurate Group provides its clients with the best combination of speed, quality, 

regulatory compliance and price.  

 

With Accurate Group, the real estate finance community and consumers benefit from market-leading 

solutions that enable modern digital frameworks, improve accuracy, lower costs and improve compliance 

across all types of real estate loans, mortgage-related assets and real estate portfolios. Visit 

www.accurategroup.com.  

http://www.accurategroup.com/
http://www.accurategroup.com/

