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Survey Background

In 2003, October Research Corporation, an ndependent publcation and research finm
Iocated in Richfeld, Ohio, conducted the groundbreaking Mational Appraisal Survey. The 2003
National Appraisal Sumvay, Umeiding the Secrats of the Appraisal Business, was the first
survey to investigate the business practices, effects of the economic anvironment, pricing,
client relationshaps, industrsspecific technologies and state regulation in the real estate
appraisal industry. The survey compiled the results from a total of 500 select residential real
estate appraisers across the country. The survey results reported that residential appraisers
wera under significant pressure o overstate property valpses and conditions. Results shocked
the industry when 55% of the appraisers surveyed indicated that they felt uncomfortable
pressure 1o overstate property values in greater than half of their appraisals.

As a follow-up to the 2003 Natonal Appraisal Survey, October Research Corporation is taking
a more in-depth look at residential valuabon pressure and s nfluence on the real estate
appraisal industry. The 2007 National Apprasal Survey, A Snapshot of the Real Estate
Vaiuahon industry, 15 a threewolume ralease presenbng a nabonal perspacive of the appraisal
ingdustries’ business prachices, customer relabonships, and technology usage and tools. The
2007 survey will produce a comprahensve picture of the appraisal landscape, with trends and
factors mfluencing the future of the real estate valuation business.

Mow available iz Volume 1: Appraisal Business Practices, which idenbifies ndustry
pressure on appraisers and how that pressure affects the outcome of property values. The
survey provides comprebensae data and analysis measurng the levels of appraisal pressure
in the residential valuation industry to restate/adust/change a property value, Volume 2;
Custorner Relationships with Apprarsers will be released in March 2007, and Volume 3;
Technology Usage and Tools will be released in July 2007, These survays will also offer
primary research data on the busness customs that appraisers are using to grow their
business and the challenges that the real estate valuation ndustry 15 facing,
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Survey Methodology

Volume 1: Appraisal Business Practices survey was completed by over 1,200 certified
residential and Boensed appraisers, with participation from a statistically proportional
cross-section of the appraisal industry, representing all 50 states, the District of Columbia and
Puerto Fico. The percentage of participants from each state was proportionally to the number
of appraisers resident in each state {as verified through comparison to the Appraisal
subcommittes Mational Registryl. October Research would kke to acknowledge and thank the
Appraisal Insttute and other industry organizations that solicited s membership o actvely
participate in the national survey, Respondent appraisers represented participation by a tofal
of over 10 professional aporaiser organizations.

While there were nd pra-quakhcabions for parbcipabon outside of certhcabion or icensing,
76% of participating appraisers had more than ten years appraisal expenence with 5% holding
& protessaanal designabon. Nine professaonal appraisal organizabons are signibcantly represented
in the survey.

The survey and data collechon was conducted through the wse of an ndependent, nabonal
survey vendor, Respondents were asked to answer 31 multiple chosce/check all that apply
questions, and two operrended questions. Survey questions requesting a multiple response,
based upon percentage of business, required the overall answer percentage to equal 100%.
Percentages for multiple chosce questions asking the respondent to “check all that apply”
were derved by diwviding the total number responses for each choice infto the total number of
respondents answenng the queshon.

Based upon more than 1,200 respondents, the margin of arror for “check all that apply”
questions is +/~ 2.8%. The percentage error for multiple choice questions is slightly agher at
+/- 3.2%. Appraisers were not required o respond to all 23 questions. The margin of errar
may vary by question as the emor rates may be higher for quesbons whare fewer people
responded

The 2007 National Appraisal Survey is the result of an electronic survey soliciting voluntary
participation from certified, residential and licensed appraisers throughout the Unitad States.
Mo other pre-guaifications such as years of experience or number of clients per a specified
time period were used to qualify the participants, Each survey respondent is restricted by a
unigque identifier which permits only one completion of each volume's survey. Volume 1 of the
survey was conducted during the second half of 2006, The surveys for Volume 2 and Volume
3 will be conducted in 2007.
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Executive Overview

PRESSURE INFLATES FOR REAL ESTATE APPRAISERS
TO OVERSTATE PROPERTY VALUES

The housing market is entering 2 slowdown in volome after several vears of high actwity. The

market for appraisal services, as well as for other real estaterelated products, is slowing
down overall, In the current market emvironment, the mortgage, realty and secondary markets
need to recognize the potential risks from pressuring appraisers to overstate property values

and condions,

The results of the first volume of the 2007 National Appraisal Sunvey show an alarming
INCrease in pressure on real estate appraisers to adjust property values. 90% of respondent
Zppraisers indicated they felt pressure to restate/adjust/change property waluations, up

35 percentage points from levels reported in 2003, representing a 64% increase,

Appraisers’ clients, particularly mortgage brokers and real estate agents/brokers, have
increased the frequency of requests to restate/adjust/change property values. T1% of
appraisers reported uncomfortable pressure from mortgage brokers to overstate property
valuations, up 11 percentage points from 2003 and representing an 18% increase. Real
estate agents and brokers exerted similar pressore at 56% of the time, up 9 percentage
points from 2003 and representing & 19% increase. Une-fourth of the respondent appraisers

felt that waluation pressure has increased within the last few years.

Refusal to cooperate with requests to overstate a property value often results in the appraiser
losing the client or not getting paid for the appraisal. Over two-thirds [68%) of appraisers who
refused to restate/adjust/change a property value lost the chent, while almost half of the

appraisers did not get paid for the appraisal (45%).

For complete survey information, visit: www.octoberstudies.com/nas07
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Key Survey Results

PRESSURE TO RESTATE/ADJUST/CHANGE
PROPERTY VALUES

[Ty

In 2003, 45% of aporaisers surveyed never felt pressure to restate property values. In 2006,
only 10% of respondent appraisers stated they never feel pressure to restate/adjust/change
property values.

Comparatively in 2003, 55% of appraisers felt uncomfortable pressure to overstate property
values. In 2006, 90% of participating appraisers indicated that they feel some level of
uncomfortable pressure to adyust property valuations, up 35 percentage points from 2003,

representing a B4% increase.

Pressure to Restate Property Values
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Key Survey Results contd
CLIENT VALUATION PRESSURE FREQUENCY*

71% of respondent appraisers reported uncomfortable pressure from mortgage brokers to

restate/adjust change property valuations, up 11 percentage points from 2003, representing
&n 18% ncrease. Real estate agents and brokers exerted similar pressure 56% of the time,
up 9 percentage points from 2003, representing & 19% increase. Consumer and lenders
show a decrease in pressure frequency, down 9 and 18 percentage points respectfully, from

2003 (a 22% and 35% respective decrease).

Client Valuation Pressure Frequency
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Key Survey Results contd

EFFECTS OF REFUSING TO CHANGE A
PROPERTY VALUATION

-

75% of respondents reported nezatrve ramiications i they refused 1o modify a property valuation,

Of the respondent appraisers who felf negative affects, over two-thirds [BE%) reported Iosing

a chent, and 45% did not get pad tar the appraisal,

Effects of Refusing to Change a Property Valuation
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Contacts

October Research Corporation Joe Casa Deborah Nells-Porter
3046 Brecksville Road Frounder and Publisher Diractor of Research
Richfield, OH 44286 jcasa@octobermeseanch.com debbie@octoberresaarch.com
877.662.8623 Ext. 6534 Ext. 6500

Forsythe Appraisals, LLC Alan Hummiel

222 Lide Canada Road East, Senior Vice President, SRA and Chief Appraiser

Suite 175 alanh&forsytheappraisals.com

at. Paul, MM 55117

651.486.9550

About October Research Corporation

Based in Richfield, Ohio, October Research Corporation is 2 global provider of market
mteligence, business news and regulatory information for the real estate, setflement services
and mortgage ongination industries. In 2006, Case Western Reserve Unversty's Weatherhead
100 recognized October Research Corporation as among the top 25 of Northeast Ohio's fastest
growmng companies. Reflecting its extraordnary growth, the company was named a top ten
Weatherhead comparny by Case Western Reserve University n 2005.

The company publshes several premium newsletters including Real Estate Technology MNews,
The Legal Descriphion, The Title Report and Valuation Review, In addition to these publications,
the company produces industrydeading news portals which nclude BrokerNewswire.com,
ReallawCentral.com and RESPAnews.com, October Research’s informational pubbcations and
newsletters are read by over 75,000 real estate senice professionals each weeh,

The company also has two dvsans supporting market reseanch and executve education:

October Studies - Produces groundbreaking research raports, customized research studies
and industry surveys for real estate, settlemant sendces and mortgage onginabon firms which
have included the Mortgage Lender Survey, the National Real Estate Survey, and the 2003
Nahonal Apprasal Suvey, which was widely cited by the nabonal media ncluding The Wall Street
Journal, CRBC and NBC MNighthy News.

Oetobar Seminars — Delvers migractive audio conferences, local seminars and nabonal
corferences that assist real estate, seftlernent services and mortgage ongination companias in
educating key managers and executves. Industry executives are prowided a competitive edge
with ongoing updates on emerging trends, their competitors and customers. Qctober Sermmars
has produced several ponesring audio warkshops including the 2004 eRadio Technolagy Senes
and RESPA Radeo — Adaptng to the Rule. In 2005, the compary produced the naton's first
National Setlernent Sarvices Summit, whach i3 now established as an annpal event.
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About the Sponsors

Forsythe Appraisal, LLC
Headgquartered in 5t Paul, Minnesota, Forsythe Appraisals, LLC was founded in 1940 by the
grandfather of the company’s current CEOD and President, Forsythe Appraisals currently operates

32 branch offices nationwide, senang 19 states

The company 15 owned and managed by John and Tim Forsythe, together with John and Jeft
furmer, founders of Hilcrest Capital Fartnars (HOF) Located in Minneapolks, MN, HCPF was
established n 2002 as a privale investment firm to make control mvestments in high quality
businesses basad in the Upper Midwest.

Valuation Review

Valpabon Rewsw s the only independent and full bme newsroom that dalvers mission crcal
niormation for appraisers, lenders, and secondary market executives nationwide, Dur readers
recognize Valuation Rewiew as a trusted source for significant valkation industry news, feature
stories and analysis to remain current in a rapidly changing market.

Twenty-four imes a year in print and daily on the web at www. ValuationReview.com, Valuation
Review prowides timely and relevant news, features and analysis which will mform and educate
readers. Recurring content includes business intelligence, technology, regulatory issues, trade
news, new sowrces of business, and other related topcs.
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