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Editor’s note: 

This article’s novel approach to residential mortgage valuation under 
th

Donato Berloco

, Past National Head of Appraisal Services at the Italian 
Revenue Agency and lecturer in property appraisal.

Introduction

R
properties used as collateral for bank loans.

market forecasting ability.

Residential Property Value (RPV), 
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reality. It became clear that the absence of prudent, inde-
pendent and realistic valuations can have a domino effect, 

the entire economy, harming households, businesses 

valuation culture, mortgage lending can become a 
systemic risk.

“Valuation for mortgage lending: prudently conservative 
-

ples for determining Property Value, an essential yardstick 
for the banking sector and risk management.

-

market conditions. By contrast, Property Value addresses 

sustainable over the entire life of the loan? “This radically 

a snapshot of the market to an analyst able to predict 

developed for the Italian residential sector, it’s basic features 

Property Value (RPV)

and is described at length in the publication “Residential 

guides the valuer from Market Value to RPV through a 

-

In Italian

technologies for real estate valuation. It produces 

and Italian standards and credit sector guidelines.

The company positions itself as a proptech partner 

companies, public entities and developers. With 
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regional risk assessment.

Property Value forecasting 

guidance. The aims of the statistical analysis are:

•

trend is actually sustainable during the mortgage 

•

have peaked, more realistic and conservative 

By analysing the historical series of property prices and 
using linear, multiple regressions and autoregressive inte-

is sustainable.

For the data used for the statistical analysis, the 

to analyse price trends at a local level. House prices can 

calculated at a local level using the above-mentioned 

the calculation parameters, all the various permutations 
of Market Value, Loan to Value and other parameters can 
be taken into account in the calculation model.

B. ESG and regional risk 
assessment

In addition to a prudent approach to aspects related to 
the local property market cycle, the model considers the 

For each type of risk, three key parameters are analysed: 

economic exposure.

potential impact of adverse events on the Property Value 

simplifying the task for the valuer.

the hypothetical adverse impact on the property in 
-

ciency of the property and the probability of the event in 
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Practice

Location

Dimensional and morphological characteristics

Risk parameters

8. Financial parameters of the mortgage

Sustainability indicators

10. Results

model is applicable for individual independent valuers, 

obtain the data to be processed on a case-by-case basis. 

The theoretical discussion at the Mantua conference 

different Italian regions, providing a step-by-step illus-
tration of the method’s practical application. In addition, 

tool assists the valuer in calculating the RPV, speeding 

and professional accountability. 

Operating model for determining Residential Property Value

Residential Property Value

Market Value

Market Value of 250.000,00 € 

Percentage 
incidence

Correction for 
sustainability over time

0,00 €

Physical risk / transition Percentage 
incidence

Seismic risk

Hydraulic risk

Risk of landslides

Transition risk

Property Value 11,00% 222.497,00 €

In conclusion, the Property Value of the property located in Mantua, via Pisacane 
223.000,00 € 10,80% of 

the Market Value.
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may fall in future. It is not a case of arbitrarily reducing the 
value, but of encouraging a prudent approach to preserve 
the integrity of the credit system and economic stability 
in general.

Using the Market Value as a starting point, the application 

secured by the collateral, its location, property character-

guides the valuer through each step of the RPV appraisal. 

not replace valuers, but enables them to adjust those 
parameters that can only reasonably be set after the 

University of Pisa to incorporate 
algorithms into the RPV model. The aim is to make the 

clear that Property Value is a burning issue for Italian 

There is no magic formula, just strategic investment in 

-

• The EU is setting the rules

different Member States.
•

estate segments.
• The residential sector is crucial, systemic

and mortgages directly affect the real economy.
• The role of the valuer is evolving

“The role of the valuer is 
evolving – from simple 
technical executor to strategic 
property risk consultant.”
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In Mantua, various contributions anticipated this debate: 
the , Tecnoborsa’s 
Italian property valuation standard, the for 
the credit sector, 

.

These publications all point to a cultural shift: Property Value 
is not only a technical parameter, but a professional paradigm 

-
sition of interdisciplinary skills:

• appraisal know-how, econometrics and statistics, 
understanding and applying predictive models such 
as ARIMA and justifying the sustainability of the value 

• multifactor risk assessment, combining data from 

• technological literacy, using digital and algorithmic 

replacing it.

Conclusion – Towards a common 
language for Property Value in 
Europe

prudence, transparency and comparability.

that Property Value can be a source of reassurance for 

-
sionals is not just a regulatory objective, it’s a cultural imper-

from simple measurement into a tool for the stability and 
sustainability of the entire real estate economy.

CONAF’s contribution to Agricultural Property Value

Author biographies: See Editor’s note, page 35


