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Housing Appraisal Industry
Junia Howell' and Elizabeth Korver-Glenn?

Abstract

The history of the U.S. housing market is bound up in systemic, explicit racism. However,
has investigated whether racial inequality also persists in the contemporary appraisal ir
present, how it happens. The present article addresses this gap by centering the appraisal
key housing market player in the reproduction of racial i lity. Using a census of all siny
appraised homes in Harris County (Houston), Texas, the authors examine the influence of
racial composition on home values independent of home characteristics and quality; neighbof
stock, status, and ities; and housing d d. Noting tf
neighborhood racial inequality in home values persists even when these variables are accol
authors then use ethnographic and interview data to investigate the appraisal processes ti}
inequality to continue. The findings suggest that variation in appraisal methods coupled w|
racialized perceptions of neighborhoods perpetuates neighborhood racial disparities in hol
authors conclude with suggestions for future research and policy interventions aimed at sta)
appraisal process.
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Racial Composition on Housing Values,
1980-20158

Junia Howell' and Elizabeth Korver-Glenn®

'University of Pittsburgh, *University of New Mexico

ABSTRACT

Beginning in the 1930s, neighborhood racial composition was an explicit determining
factor in the evaluation of U.S. home values. This deliberate practice was outlawed in the
1960s and 1970s, but the correlation between neighborhood racial composition and home
values persists. Using Census Bureau data from 1980 to 2015, the present study investigates
the changing relationship between neighborhood racial composition and home appraisals,
as well as the mechanisms that drive it. Contrary to what is often presumed, neighborhood
racial composition was a stronger determinant of appraised values in 2015 than it was in
1980. Results suggest this is primarily due to contemporary appraising practices.
Specifically, the use of the sales comparison approach has allowed historical racialized
appraisals to influence contemporary values and appraisers’ racialized assumptions about
neighborhoods to drive appraisal methods. These findings provide strong evidence that per-
sistent racial inequality is driven in part by perpetual devaluing of communities of color and
they suggest further regulation is required to foster equity.

KEYWORDS: racial inequality; appraisals; housing market; neighborhood inequality;
redlining.
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Mean Appraised Values in White Neighborhoods and Communities of Color
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Mean Appraised Values Over Time
U.S. Metropolitan Areas, 2013-2021
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Homes in White

neighborhoods
appreciated

2X

faster than homes in
communities of color
during the pandemic.




Mean Appraised Values Over Time for Hot Markets
U.S. Hottest Housing Markets, 2013-2021
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Source: Authors’ analysis of FHFA UAD, 2006-2010, 2011-2015, and 2016-2020 American
Community Survey 5-year estimates and 2013-2018 National Neighborhood Data Archive.
Hot Housing Market are defined as metropolitan area whose average appraised value rose
more than 25 percent from 2013 to 2021. These areas include Austin, Boise, Boston,

Charlotte, Colorado Springs, Deltona, Fort Myers, Jacksonville, Knoxville, Lakeland, Miami,

Modesto, Nashville, Ogden, Palm Bay, Phoenix, Providence, Provo, Raleigh, Riverside,
Sarasota, Sacramento, Salt Lake City, San Diego, Seattle, Spokane, Stockton, Tampa, and
Tucson.

Mean Appraised Values Over Time for Stable Markets
U.S. Stable Housing Markets, 2013-2021
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Source: Authors'analysis of FHFA UAD, 2006-2010, 2011-2015, and 2016-2020 American
Community Survey 5-year estimates and 2013-2018 National Neighborhood Data Archive.
Stable Housing Markets are defined as metropolitan areas whose average appraised value
rose less than 15 percent from 2019 to 2021. These areas include Baltimore, Baton Rouge,
Birmingham, Chicago, Des Moines, Detroit, Hartford, Jackson, Louisville, New Orleans,
Oklahoma, Pittsburgh, Scranton, St. Louis, Syracuse, and Toledo.



Difference Between Communities of Color and White Neighborhoods Relative to
The Mean Appraised Values in Each Community of Color
U.S. Metropolitan Areas, 2021
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Source: Authors’ analysis of FHFA UAD, 2006-2010, 2011-2015, and 2016-2020 American
Community Survey 5-year estimates and 2013-2018 National Neighborhood Data Archive.

Estimates are weighted by the total population and only include metropolitan areas where
the relevant group has at least 50,000 residents.
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Appraisal Basics
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DISCRETION

An opinion of value

-

-

It is at the appraiser’s discretion
to select comps at the high end
or low end of the value range.

~

J

-

-

It is at the appraiser’s discretion
to decide which methodology to
use for adjustments.

~

J

-

It is at the appraiser’s discretion
to decide where to reconcile the
appraised value.
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What prevents thef from unlocking wealth?
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What prevents thef from unlocking wealth?

STACKING EFFECT

>40%

Insights
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DISCRETION Demographics

97%

70%

55+

A homogenous group of people using their discretion to assign opinions of value to a
heterogenous population.
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Call to Action

a2 The Appraisal
il FouNDATION

Authorized by Congress as the Source
Standards and Appraiser Qualifications

www.appraisalfoundation.org

!

Standards & . :
Qualifications Exposure and Discussion Drafts

Appraisal Standards
Qualification Criteria

EVENTS STORE

ABOUT US RESOURCES

Standards & Qualifications

Exposure and Discussion

Sign up for e-News
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https://singlefamily.fanniemae.com/delivering/uniform-mortgage-data-program/uniform-appraisal-dataset

@FannieMae‘ BusinessPartners  Homeowners&Renters  AboutUs R

SINGLE FAMILY

Uniform Residential Appraisal Report

mmm) Uniform Residential Appraisal Report
mmm) Appendix D-1: URAR Sample Scenarios and XML Files
mmm) SF1 Appraisal_v1.pdf
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https://singlefamily.fanniemae.com/form/uad-contact-form
https://singlefamily.fanniemae.com/media/document/zip/appendix-d-1-urar-sample-scenarios-and-xml-files
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Appraisal Insights is an
educational company designed
to teach non-appraisers about

appraisal principles.

How to read an appraisal report

What to look for in a bias claim

How to apply FHA and ECOA
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Thank You!

Jillian White, SRA
contact@jillian-white.com
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