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The 4 Laws of 
Valuing Property
Evaluating a property is probably the most time

consuming and complex part of the process

(professional valuers spend 4 years at uni), but it’s also

the most important. In fact, it’s not something buyers

do regularly as it causes high levels of anxiety. Most of

which stems back to the fear of paying too much.

Did you know: most buyers spend more time researching a

new car than they do researching a property they are

thinking of purchasing.

In this overview, we take you through how a valuer

assess’s property in preparation for you to start your

assessments.
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1) The property itself

Dwelling – They will assess the size, age, quality of construction, use of space/layout,

number of bedrooms, bathrooms, living, current condition, laundry/utilities, car

accommodation and street appeal go the main building.

The property is then given a grade high, medium, low, to provide a baseline price per

square meter for the dwelling alone. 

Example. A 110m2 two-bedroom unit, which has been give a medium grade due to the age
and build quality might be $1700 per square meter. Total $187,000.

Ancillary Improvements – Landscaping, alfresco, sheds, fire pits, driveways, pools,

paths, and anything extra which is separate from the dwelling. They will then give these

improvements a value which they add to the main building figure. 

Example. Taking the 2 bedroom unit, it might have an additional alfresco and fire pit area,

which is given a value of $35,000.
Main building $187,000 + $35,000 = $222,000.

Land – As the saying goes location, location, location will play a big role here, along with,

orientation (north/south facing), street position, visual aspect, the size, and topography

(sloping block), zoning, available services, alternate use, accessibility, and

environmental factors  eg. bushfire). Some factors will be a “Pro” which will increase the

value, or a “Con” which will decrease its value. 

Example. Now following the above property being a 2 bedroom unit, which is siting on top

of a hill, with a view of the city, on a great street, with lots of higher value single

dwellings. This property is going to have a higher land value than one which is on the

next street, without the views or higher value single dwelling homes, even if the main

building was exactly the same. 

Imagine it like this, if you were building a new home, you go to the builder and select a

house which is $250,000 and the land you are building it on it $400,000. 
In simple math you have a $650,000 property. Now if you take that 
exact the same house and put in on a block which was $550,00 
because it had a view of the ocean and in a more desirable 
location, you have a property worth $800,000.
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 2) Comparable sales/Sales evidence

These are recently sold properties in the area, with the focus to try and find properties

that are similar to the property of interest, same room count, similar size and location. 

If they can’t find exact matches, they will find properties that are as close as possible to

the subject property. Eg. If looking at a 2 bedroom unit but they can’t find any close by,

they will use a 3 bedroom unit, instead of a 5 bedroom house.

Valuers have access to data bases to find out the sold prices. You can find sold prices on

sites such as realestate.com.au.au and domain.com.au after a few weeks of being sold. If

the price isn’t listed, worst case is to call the agent.

 3) Superior/Inferior (Pros/Cons) 

Next is assessing if the comparable sales are inferior or superior to the subject property.

Let’s continue the example above with a two bedroom unit. Comparable property #1

(CP#1), is located 250m away, and shares a very similar floor plan to the subject

property, and sold for $600,000. The street and location is comparable, but CP#1 had

an extensive renovation completed, with a new bathroom, kitchen and outdoor area.

The property we are evaluating is in original form, showing signs of ware and damage

being built in the 70’s. 

In this example the valuer would mark CP#1 as being a superior property, when

compared to the subject property. They will then estimate the cost of the renovation

which might be $50,000 and the desirability of that Reno. Eg. if someone painted the

whole interior bright red, it would be less desirable than if it was painted white, so the

reno estimate might drop to $40,000 instead of the $50,000. 

Note. Because CP#1 was a superior property in a comparable location with a 
renovation, it we equate in the subject property being valued lower 
than the $600,000 sale price of CP#1. It might not be the full value 
given to the renovation, but it will most likely be lower.



4) Market adjustments

If you look at the property cycle and prices as a whole you will see it generally has a

sequence of, a rise (peak), a flattening, and a slight retraction (trough). The valuer  will

establish where we are in the market cycle, to make the necessary market adjustments. 

Note. If the media is saying property prices are about to fall 30% we are probably in

what’s known as a “Buyers Market” and on the decline. If there is talk about

affordability and record prices, we are most likely in a “Sellers Market” or rising market.

(You can find more about this is the agent jargon download.)

Example. Comparable property #1 sold 4 months ago in a Sellers Market achieving

$600,000. The subject property is being sold after a government announcement which is

going to effect the housing industry. There are less properties for sale and people are

holding off purchasing to see the outcome of the governments decision. The market has

been re-phrased to being a Buyers Market, and there have been consistent discounts in

the area. 

Note: How to estimate the average discount/decrease in the area you are looking at. A

high level way to see how the suburb is tracking is to go to this LINK. Just search for the

suburb and click on the “trends” tab to see the market price graph and any fluctuations

in recent months.

elephantadvisory.com.au



For instance is the change was 2% change in the market since this announcement.
$600,000 - 2% = $588,000

Note: This is a rough estimate, different sized homes and amount of bedrooms will have
different numbers on the percentage change, again why we always the most comparable
“sold” properties to confirm any data like this.

The valuer will then compile all of their findings and photos into a detailed report, to
give the property a value and rating, along with any additional comments around the
market and selling period. 

See below example of an actual bank valuation completed by a licensed valuer.
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Example of how to find high level market changes on realestate.com.au
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