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Factors Affecting the Gap between Automated Valuation
Models (AVM) Estimates and Appraised Values
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I Abstract |

The use of automated valuation models (AVMs) has expanded alongside the growth of proptech:
however, their practical application remains constrained by the heterogeneity and non-
standardized attributes of real estate. This study examines the applicability and limitations of AVMs
by empirically analyzing the gap between AVM estimates and appraised values and proposes
directions for their complementary use in real estate appraisal. The analysis uses appraisal cases
of multi-family housing—specifically row houses, multi-household houses, and urban lifestyle
housing—in Seoul’s Seocho and Gangnam districts from August 2024 to March 2025. Among these,
111 cases with available AVM estimates from 3 proptech firms form the analytical sample. The
percentage difference between AVM estimates and appraised values serves as the dependent
variable, based on the concept of Mean Absolute Error. Multiple regression analysis uses external,
building, and individual characteristics as independent variables. The results indicate larger gaps
for older buildings, properties with parking facilities, smaller exclusive areas, and row house types.
Furthermore, properties excluded due to unavailable AVM estimates concentrate in housing types
with strong individual characteristics, such as row houses and older buildings. These findings suggest
limitations in AVMs’ ability to capture non-standardized attributes that require on-site inspection.
This study contributes to the literature by providing empirical evidence on the reliability and
limitations of AVMs for housing types with strong individual characteristics. The findings offer
practical implications for defining the appropriate scope and application of AVMs and support the
development of a complementary framework integrating AVMs with traditional appraisal methods.

Keywords: Property technology (PropTech), Automated valuation model (AVM), Appraisal, Row and
multi-household housing, Urban lifestyle housing
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