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Appraisal Smoothing of Partial Adjustment
Behavior: Evidence from Revaluation of Land

Value Benchmark

Shih-Ming You*

Abstract

Opposed to past literature studying the appraisal smoothing, which discussed
the reduced volatility and/or lagging in the appraisal based index compared to a
contemporaneous transaction based index from aggregate level, this paper observed the
appraisal smoothing caused by partial adjustment from individual level using revaluation
data on land value benchmark nationwide. By reference of rational adjustment model
proposed by Quan and Quigley (1991) analyzing the relationship between the market
transaction reference point and contemporaneous appraisal, this paper researched whether
appraisal smoothing occur or not due to partial adjustment strategy for that valuers
are lack of confidence and being conservative. The empirical results showed that the
overall appraisal confidence factor is 0.59, which is greater than the weight, 0.399, of
the prior appraisal. The partial adjustment behavior existed. Moreover, for Taichung
city, whose market confidence parameter is lower, the confidence factor decreased 0.11
when the standard deviation ratio of different appraisal from approaches increased 1%.
The confidence factor increased 0.0219 if the appraisal career increased one year. The
confidence factor increased 0.74 from the representative land value benchmark opposed

to the base, ordinary land value benchmark.
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