
Definitions of Real Estate Value 
 

-- from The Appraisal of Real Estate, 13th Edition 
                                                                                               

 
Market Value 
 
The most probable price, as of a specified date, in cash, or in terms equivalent to cash, 
or in other precisely revealed terms, for which the specified property rights should sell 
after reasonable exposure in a competitive market under all conditions requisite to a 
fair sale, with the buyer and seller each acting prudently, knowledgeably, and for self-
interest, and assuming that neither is under undue duress. (Page 23) 
 

• USPAP Definition (the uniform standards of professional Appraisal Practice)  
 
A type of value, stated as an opinion, that presumes the transfer of a property 
(i.e., a right of ownership or a bundle of such rights), as of a certain date, 
under specific conditions set forth in the definition of the term identified by 
the appraiser as applicable in an appraisal. (Page 23) 
  

• Financial Definition—Federally Regulates 
 
The most probable price which a property should bring in a competitive and 
open market under all conditions requisite to a fair sale, the buyer and seller 
each acting prudently, knowledgeably and assuming the price is not affected 
by undue stimulus. Implicit in this definition is the consummation of a sale as 
of a specified date and the passing of title from seller to buyer conditions 
whereby: 
 
1.buyer and seller are typically motivated; 
2.both parties are well informed or well advised, and each acting in what he or 
she considers his or her own best interest;  
3.a reasonable time is allowed for exposure in the open market;  
4.payment is made in terms of cash in U.S. dollars or in terms of financial 
arrangements comparable thereto; and 
5.the price represents the normal consideration for the property sold 
unaffected by special or creative financing or sales concessions granted by 
anyone associated with the sale. (page 24) 
 

• Federal Land Acquisitions (also known as The Yellow Book) 
 
Market value is the amount in cash, or on terms reasonably equivalent to cash, 
for which in all probability the property would have sold on the effective date 
of the appraisal, after a reasonable exposure time on the open competitive 
reasonably knowledgeable buyer, with neither acting under any compulsion to 
buy or sell, giving due consideration to all available economic uses of the 
property at the time of the appraisal. (Page 25) 
 



• Fannie Mae and Freddie Mac 
 
Includes additional discussion of financing and sales concessions: 
Adjustments to the comparable must be made for special or creative financing 
or sales concessions. No adjustments are necessary for those costs, which are 
normally paid by sellers as a result of tradition or law in a market area; these 
costs are readily identifiable since the seller pays these costs in virtually all-
sales transactions. Adjustments for special or creative financing can be made 
by comparing the financing terms of the comparable property to financing 
terms offered by a third-party institutional lender that is not already involved 
in the property or transaction. Any adjustment should not be calculated based 
on a mechanical dollar-for-dollar comparison of the cost of the financing or 
concessions; rather, the dollar amount of any adjustment should approximate 
the market’s reaction to the financing or concessions based on the appraiser’s 
judgment. See Uniform Residential Appraisal Report Freddie Mac Form 
70/Fannie Mae Form 1004, p. 4 (March 2005); also Fannie Mae Single Family 
2007 Selling Guide, Part XI: Property and Appraisal Guidelines, 
205:Definition of Market Value. 
The Fannie Mae/Freddie Mac definition requires that the effect on property 
value of any special or creative financing or sales concessions be determined 
and that the opinion of value reflect cash-equivalent terms. Special financing 
or sales concessions often characterize transactions in depressed markets. 
(Page 25) 
 

Fair Value 
 

• FASB (Financial Accounting Standards Board) 
 
The price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date. 
(Page 26) 

 
Use Value, Value in Use and Investment Value or Worth 
 
The term value in use is often used by appraisers synonymously with use value, but 
the former term has specific meanings in other contexts, which can cause confusion. 
The International Financial Reporting Standards defines value in use as “ the present 
value of estimated future cash flows expected to arise from the continuing use of an 
asset and from its disposal at the end of its useful life.” This definition is quoted in the 
International Valuation Standards (IVS) in relation to valuation for financial reporting. 
Earlier editions of the International Valuation Standards included a different 
definition of value in use as part of International Valuation Standard 2: Bases Other 
Than Market Value, but that definition was recently deleted, elimination the possible 
confusion between value in use and investment value or worth. The current definition 
of investment value or worth is not specifically related to financial reporting as value 
in use now is in IVS. (Page 28) 



 
Going Concern Value 
 
All tangible and intangible assets of an established and operating business with an 
indefinite life. (Page29-30)

 Investment Value 
 
The value of a property to a particular investor based on the individual’s investment 
requirements; distinguished from market value, which is impersonal and detached.  
 

• Seller’s Investor Value 
Lowest price that the Seller can accept and still achieve his/ her investment 
objectives.  

• Buyer’s Investment Value  
Highest price that the Buyer can pay and still achieve his/ her investment 
objectives. 
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Transaction Price 
 
Transaction price is the negotiated sales price when the Seller’s Investment Value is 
lower than or equal to the Buyer’s Investment Value? 
i.e.,  
 

Buyer’s Investment Value ≥ Seller’s Investment Value 
Seller’s Investment Value ≤ Buyer’s Investment Value 

 
Highest and Best Use  
 
Highest and best use is the reasonably probable and legal use of vacant land or an 
improved property that is legally permissible, physically possible, appropriately 
supported, financially feasible, and that results in the highest value. (Page 278)  

  


