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Quick Answer: What You Need to Know

What's the difference between market value, list price, and appraised value?
» Market value is what a willing buyer and willing seller would agree to in an open market with reasonable knowledge
and no pressure. It's discovered through actual negotiation.

* List price is what the seller advertises the home for. This is the seller's asking price, which may be based on market
analysis, personal needs, or positioning strategy.

* Appraised value is a licensed appraiser's professional opinion of what the home is worth based on recent
comparable sales, property condition, and standardized methodology.

Why they often differ in Cincinnati:

These three valuations frequently don't align in Greater Cincinnati's market because:
1. Sellers price strategically — Some price below market to generate multiple offers, others price above based on
their financial needs rather than comparable sales data

2. Buyers compete emotionally — In desirable areas like Mason, Hyde Park, Oakley, and West Chester, multiple
buyers bidding against each other push sale prices above recent comparable sales

3. Appraisers rely on historical data — Appraisals are based on closed sales from 30-180 days ago. In rapidly
appreciating neighborhoods, this historical data lags current buyer willingness to pay

4. School district premiums create value cliffs — Homes in Indian Hill, Mason, Sycamore, or Kings school districts
may command $30,000-$80,000 premiums

5. New construction lacks comparables — Rapid development in West Chester, Liberty Township, and Deerfield
Township means builders price based on costs while appraisers must use existing home sales

The consequence: Approximately 15-30% of financed transactions in competitive Cincinnati neighborhoods experience
appraisal gaps, with average gaps of $8,000-$15,000 when they occur.



Understanding the Three Different "Prices"” of a Home

Every home transaction in Greater Cincinnati involves three distinct valuations that serve different purposes:

List Price (Asking Price)

The list price is the amount a seller initially advertises their home for sale. This is ultimately a seller's decision and may
reflect factors beyond pure market data: urgency to sell, emotional attachment, desired net proceeds, positioning strategy,
or advice from friends rather than professional analysis.

Sale Price (Contract Price)

The sale price is the amount a buyer and seller agree upon in the purchase contract after negotiation. This may be higher
than, lower than, or equal to the list price depending on market conditions, property condition, days on market, and
negotiation dynamics.

Appraised Value

The appraised value is an independent, licensed appraiser's opinion of what the home is worth based on objective
criteria. This valuation is required by mortgage lenders to ensure they're not lending more than the property is worth as
collateral.

Critically important: The appraised value is the maximum amount most lenders will use to calculate the loan—regardless
of what a buyer agreed to pay in the contract.



Why Zillow, Redfin, and Online Estimates Fail in Cincinnati

Automated Valuation Models (AVMSs) like Zillow's Zestimate are algorithm-based valuations that use publicly available data.
While these can provide a rough starting point, they demonstrate consistent accuracy problems in Greater Cincinnati.

What AVMs Cannot Account For:

* Property condition — Cannot see deferred maintenance, foundation issues, or outdated systems
* Renovation quality — Two "renovated kitchens" may differ by $50,000 in actual value

* Functional obsolescence — Poor floor plans reduce value in ways algorithms cannot measure

» Micro-location factors — Backing to busy streets, drainage issues, specific lot characteristics

* Recent improvements — Updates completed after last tax assessment aren't reflected

» Current competitive dynamics — Whether there are 2 or 20 competing listings dramatically affects pricing

Cincinnati-Specific AVM Failures:

School District Boundaries: A home in Mason City Schools vs. Kings Local can have $30,000-$60,000 value differentials
that algorithms can't model accurately.

Neighborhood Micro-Markets: Oakley's Madisonville area commands different pricing than Oakley proper. Hyde Park's
east side prices 10-15% higher than west side despite being one municipality.

Gentrification Timing: Over-the-Rhine's block-by-block transformation cannot be captured by algorithms using 6-12 month
historical data.

Documented Accuracy Rates:

* Subdivision homes (West Chester, Mason): 10% median accuracy, 65% within target
* Urban transitioning neighborhoods: 15% median accuracy, 45% within target
e Custom or unique homes: 20%+ median accuracy, 40% within target

* Rural properties: 20% median accuracy, 50% within target

Real Example: A renovated Victorian in Northside sold for $385,000 in 2024. Zillow's Zestimate: $295,000 (23% under).
Redfin: $310,000 (19% under). Lender's professional appraisal: $380,000 (1% under).



Real-World Example: Anderson Township Pricing Failure

The Situation:

A 4-bedroom colonial in Anderson Township was listed at $425,000 despite agents CMA recommending
$399,000-$410,000. The sellers based pricing on their financial needs ($415,000 required for their goals) rather than market
data.

Initial Market Response:

Weeks 1-3: 14 showings, zero offers, buyer agents citing "overpriced." Week 4: Reduced to $415,000, generated two offers:

 Offer A: $412,000, standard appraisal contingency, 20% down, strong buyer
« Offer B: $425,000, $10,000 appraisal gap coverage, 10% down, moderate buyer

Sellers accepted Offer B based on higher price.

The Appraisal Problem:

Appraisal came in at $395,000 using three comparable sales ($388K-$408K). Contract price of $425,000 was 7.6% above
appraised value.

The Funding Gap:

With 10% down payment:

 Expected loan (90% of $425,000): $382,500

« Actual loan available (90% of $395,000): $355,500
e Funding gap: $27,000

« Buyer's gap coverage: $10,000

* Remaining gap: $17,000

The buyer didn't have an additional $17,000 in reserves.

The Resolution:
After 8 days of tense negotiation:

« Seller reduced price to $407,000
* Buyer provided additional $2,000 (total $12,000 gap coverage)
* Final sale: $407,000

The Financial Reality:

Compared to Offer A at $412,000: Sellers netted $5,000 less by accepting Offer B, plus 8 days of carrying costs and
significant stress. By chasing the higher offer without considering appraisal risk, they got a worse outcome.

Key Lessons:

1. Price based on market data, not personal financial needs
2. The highest offer isn't always the best offer when appraisal risk is considered

3. Evaluate buyer financial strength and down payment percentage



4. Gap coverage commitments must be adequate for likely scenarios



Appraisal Gap Decision Framework

Step 1: Calculate the Funding Gap

Formula: Contract Price - (Appraised Value x Loan-to-Value Ratio) = Funding Gap

Example: $375,000 contract, $360,000 appraisal, 20% down - Expected loan $300,000, Actual loan $288,000 - $12,000
gap

Step 2: Buyer Decision Framework

Question 1: Do you have financial capacity to cover the gap?

If YES: Evaluate if home is still worth contract price and assess remaining reserves. If NO: Negotiate price reduction or
exercise appraisal contingency.

Question 2: What does your contract say?

» Standard contingency: Can terminate and receive earnest money back
» Gap coverage: Obligated to cover specified amount; remainder negotiable

» Waived contingency: Must proceed or lose earnest money (very risky)

Question 3: Is there basis for challenging appraisal?

Valid reasons: Factual errors, inappropriate comps, missed improvements. Invalid reasons: Don't like value, Zillow shows
higher, agent's opinion differs.

Step 3: Seller Decision Framework

Option 1: Reduce to appraised value — Deal stays together, quick resolution. Best if no backup offers, high carrying costs,
or dependent purchase.

Option 2: Hold firm at contract price — Achieve target if buyer pays gap. Best if strong backup offers, buyer has high down
payment, can afford deal falling apart.

Option 3: Split the difference — Compromise keeps deal together. Best for moderate gaps ($5K-$15K), buyer shows
willingness to negotiate.

Option 4: Terminate and relist — Opportunity for better outcome. Best if market is very active, believe appraisal is
artificially low, can afford extended market time.

Common Outcomes in Cincinnati:

* Gap under $5,000: 65% seller reduces, 25% buyer covers, 10% split
» Gap $5,000-$15,000: 40% split, 30% seller reduces, 20% buyer covers, 10% terminate
» Gap $15,000-$30,000: 45% terminate, 30% seller reduces significantly, 15% split, 10% buyer covers

» Gap over $30,000: 70% terminate, 20% seller reduces to appraisal, 10% buyer covers



Frequently Asked Questions

What happens if an appraisal comes in low in Ohio?

If appraisal comes in below contract price, the lender will only provide a loan based on the lower appraised value, creating a
funding gap. The buyer must bring additional cash, negotiate a price reduction, request Reconsideration of Value if factual
errors exist, or exercise appraisal contingency and terminate. Standard Ohio purchase contracts typically include appraisal
contingencies allowing buyers to walk away and receive earnest money back.

Can you challenge an appraisal in Ohio?

Yes, you can request a Reconsideration of Value (ROV), but only when there's legitimate basis: factual errors (wrong
square footage, incorrect room counts), inappropriate comparable sales when superior comps exist, or significant
overlooked improvements. ROVs based on factual errors succeed 40-60% of the time in Cincinnati. ROVs based on missed
comparables succeed 15-25%. ROVs based solely on disagreement with value rarely succeed (<5%).

You cannot shop for a different appraiser or order a second appraisal for the same lender. Once ordered, that appraisal
governs that loan application.

Do home improvements always increase appraised value?

No. Improvements increase appraised value only to the extent that market data demonstrates buyers will pay more for those
improvements. Appraisers use paired sales analysis: comparing similar homes with and without specific features to
determine market value.

Cincinnati examples:
« Kitchen renovation: Your cost $40,000 - Appraised value increase $20,000-$35,000
* Finished basement: Your cost $30,000 — Appraised value increase $10,000-$18,000
* Swimming pool: Your cost $50,000 — Appraised value increase $5,000-$15,000 (sometimes $0)

Over-improvements that exceed neighborhood norms rarely return full value. The best improvements bring your home to the
median feature level of comparable homes in your specific neighborhood.

How accurate are Zillow estimates compared to appraisals?

In Greater Cincinnati: Subdivision homes 5-12% error rate, urban gentrifying neighborhoods 15-30% error rate,
custom/unique homes 20-40%+ error rate. AVMs cannot account for actual property condition, quality of updates,
micro-location factors, or current competitive dynamics. Professional appraisals include physical inspections and detailed
comparable analysis that algorithms cannot replicate.



Get Expert Guidance: Pricing Review & Appraisal Risk Analysis

Navigating pricing decisions and appraisal risk in Greater Cincinnati's complex real estate market requires deep local
knowledge and experience. If you're buying or selling in Hamilton, Butler, Warren, or Clermont counties, understanding how
pricing and appraisals interact can save you thousands of dollars and significant stress.

Complimentary Pricing Review for Sellers

If you're considering selling your home in the Cincinnati area, | provide complimentary pricing consultations that include:

* Detailed Comparative Market Analysis with recent comparable sales
* Appraisal risk assessment based on recent trends in your area

» Market timing analysis with inventory levels and days-on-market trends

Appraisal Risk Analysis for Buyers

If you're making an offer in a competitive situation, | offer pre-offer consultations including:

» Comparable sales research and gap risk probability analysis
« Financial planning with maximum cash exposure calculations

« Offer strategy development balancing competitiveness with protection

My Credentials & Experience

Licensed Ohio REALTOR® | License #: SAL.2006003705
Specializing in Hamilton, Butler, Warren, and Clermont counties

Member: The Jeff Williamson Group at OwnerLand Realty

How to Get Started

Contact Jeff Williamson
The Jeff Williamson Group at OwnerLand Realty

Serving Hamilton, Butler, Warren, and Clermont Counties

Phone: [Your Phone Number]
Email: [Your Email]
Website: [Your Website]

Office: [Office Address]

These consultations are complimentary and come with no obligation. My goal is to provide you with accurate information
and strategic guidance so you can make informed decisions.



About This Guide

This educational resource is designed to help Cincinnati-area home buyers and sellers understand pricing and appraisal
processes. Real estate markets vary by neighborhood and change over time. For specific guidance on your situation,
consult with a licensed real estate professional and mortgage lender familiar with current Greater Cincinnati market
conditions.

Fair Housing Notice

This guide provides educational information only and does not make recommendations to pursue or avoid any specific
geographic area, neighborhood, school district, or community. Home buyers should independently research all factors
important to their housing decision, including schools, demographics, services, and amenities, based on their individual
family needs and priorities. All real estate advertising and services are provided in compliance with the Fair Housing Act and
Ohio fair housing laws.



