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Overview

Course Description

This two-day course covers statistics and real estate finance. The first day provides an
introduction to statistics and statistical modeling. It is intended to provide a foundation
of statistical concepts and an exposure to regression analysis, which is a widely used
statistical valuation model in both appraisal practice and in related real estate research.
You will learn about the basic “tools” of statistical analysis and leave with a solid feel for
statistics. The second day provides an introduction to real estate finance. It is intended
to provide insights into real estate finance markets, the “numbers” and how they are
determined, and the linkages between credit conditions, property values, and appraisal
practice. A one-hour exam concludes the course.

Section 1 defines “statistics” and describes the two major categories of statistics:
descriptive and inferential. The focus is placed on inferential statistics, which is the area
in which most individuals have had minimal training and experience, and which is the
conceptual basis for most statistical models found in AVMs. There are several key
characteristics of the statistics materials. First, coverage of equations is kept at a
minimum. The objective is not to develop statisticians or mathematicians, but rather to
develop an appreciation for what statistics can and cannot do for the appraiser. While
statistics has the advantage of allowing statements about probabilities and confidence, it
requires no less judgment than does traditional analysis. Second, this is a very hands-on
day. A good portion of the class time will be spent working problems. Third, when the
class turns to regression analysis, the emphasis will remain on the role of judgment in
model building, the importance of proper interpretation of results, and how regression
relates to traditional sales comparison.

Parts 1-6 of day one are the “heart” of the material. Part 7 introduces extensions, and is
“bonus” material that will be covered depending on the time available at the end of the
day.

Real estate finance: The markets, the humbers, and the value implications are covered
on the second day. A brief history of real estate finance provides an appreciation for how
and why we got where we are. How interest rates are determined and the role of the
Federal Reserve are given special attention as well.

The lion’s share of the second day is spent learning about how mortgage debt works.
How do payment patterns affect the cost of debt? How are loan payments and balances
calculated? Most important, why are loan payments and balances what they are?
Attention is paid to comparing fixed and variable rate loans. The day concludes with an
overview of how real estate finance—specifically credit conditions—is reflected in
appraisal practice. This part of the day is intended strictly as an introduction of things to
come. An understanding of appraisal models, particularly income approach models, is
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necessary for a full appreciation of the topic. Hopefully it will whet your appetite for
further study.

By the end of the course, you will be able to:

Work with basic statistics and statistical analysis, and recognize how those skills
can be used in valuation.

Describe the essential functions of real estate finance markets; recognize the
impact of credit conditions on values and appraisal; and calculate and interpret
fundamental numbers, such as loan payments and balances.

Note. Real Estate Finance, Statistics and Valuation Modeling was designed according to
the broad topical guidelines of the Appraisers Qualification Board as part of the qualifying
(i.e., prelicensing) education for both residential and general certified appraisers. As an
introductory treatment of the topics of statistics and real estate finance, the course will
be a review of many topics for participants who have already completed these courses as
part of their college education. Participants should understand that this course will be a
review and will not address more-advanced interests.

Learning Enhancements

The course has been designed with a variety of elements to enhance your learning
experience.

Preview. To give you a taste of what is to come, you will find a Preview page that
begins each Part. Included on the Preview page is a brief overview of the content,
learning objectives to consider as you move through the part, and learning tips
that will assist you in understanding the information you’re about to learn.

Learning Objectives. Each learning objective covers essential information you
need to know to fully understand the concepts in the course. Look them over
before the Part begins so that you have a frame of reference as you move through
the material. At the end of each Part, reread the objectives. Are you able to do
what is stated? If not, this is the time to ask your instructor for help. Or, review
the concepts that you do not understand.

Examples & Problems. Supplementing the discussions, we’ve included examples
and problems to help you visualize and practice what you are learning.

Bibliography. To further your knowledge of statistics and real estate finance,
additional sources are suggested in the bibliography.

Review. Each Part concludes with a review. Included in the review are the learning
objectives and key terms and concepts that have been covered. Also, we've
provided recommended readings from textbooks that will reinforce what you have
learned in class.
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Classroom Guidelines

To make the classroom environment a positive experience for everyone attending,
please follow these guidelines:

100% attendance is required. No exceptions.
Limit use of laptops to classroom projects.

Communicate with business associates during break time instead of class
time.

Put away reading materials such as newspapers and books that are not used
in class.

Silence cell phone.
Use recording devices only is prior permission has been granted.

Refrain from ongoing conversations with those seated near you and other
distracting behavior.

General Information

Calculators. A financial calculator is required. The recommended model is the
HP-12C. Other calculators can be used if participants know how to operate
them. No class time will be used to cover the operation of other calculators.

Breaks. There will be two 10-minute breaks during the morning session and
two 10-minute breaks during the afternoon session unless noted otherwise by
the course sponsor. The lunch break is one hour.

Attendance sheets will be distributed during class to verify your attendance
during the morning and afternoon sessions.

Certificates of completion will be mailed after completion of the course, and
attendance during the entire course is required.

Recommended Texts

Appraisal of Real Estate, 13™ edition

A Guide to Appraisal Valuation Modeling, Mark R. Linne, M. Steven Kane, George
Dell

Practical Applications in Appraisal Valuation Modeling, M. Steven Kane, Mark R.
Linne, Jeffrey A. Johnson

Real Estate Finance, John Weidemer
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