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On the Comparison between Hedonic Regression and

Grid-Adjustment Techniques in Real Estate Appraisal
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ABSTRACT

regression and grid-adjustment techniques. The grid-adjustment technique is a combination of the market

different. Hence, the specification of hedonic equations may be also different in different areas.
(Keywords: Real Estate Appraisal, Hedonic Regression, Grid-Adjustment Technique)

The purpose of this paper is to compare the performance of two real estate pricing techniques, hedonic

method and the hedonic regression method. It integrates the hedonic regression into the adjustment process
of the market method to reduce the barely unavoidable subjectivity during the adjustment process. The
results of our investigation are as follows: (1) Overall speaking, grid-adjustment approach is superior to
hedonic regression approach in terms of the predicting performance; (2) The log-linear functional form is
the most appropriate for hedonic equation among linear, exponential and log-linear forms. (3) Because of
the differences in the development of different areas, the major factors influencing real estate price may be
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Variance Variance Variance
pNEilE Linear | Inflation | Log-linear| Inflation | Exponential | Inflation
(tE) Factor®** (t{H) Factor (tfED) Factor
R R
B -252.327 3.327 4.668
(-2.09) #%(]1.64) *#%(93.69)
PR 21.403 2.3 0.819 5.0 0.011 2.3
*%(22.20) **(11.07) **(5.76)
] -126.410 4.0 -0.06 7.3 0.132 4.0
*+(_4.39) (-0.57) ¥%(2.76)
[ 207.010 7% 0.171 2.8 0.476 91
*#(3.97) (1.58) *£(5,59)
i 182.260 9.5 0.281 2.3 0.038 2.5
+%(3.76) #%(2.99) (0.48)
T 23.386 6.7 0.337 8.5 0.045 6.7
#(1.96) *(2.46) *(2.39)
(% 9.16 3.8 -0.140 4.5 -0.019 3.8
(-0.89) *(-2.04) : (-1.15)
J& B} -7.12 1.7 -0.076 1.5 -0.014 1.7
" (-1.76) #%(.9.41) %(-2.16)
PIEE
—f 175.720 1.9 0.13 2.3 0.395 1.9
(1.80) (1.03) *(2.48)
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(-0.00) (-0.98) (-0.85)
TE 100.37 2.0 0.205 o 0.165 2.0
(1.48) **(2.47) (1.49)
PUREHETEME | -48.120 4.4 0.181 4.4 0.340 4.4
(-0.25) (0.79) (1.09)
R
KE -150.170 3.9 -0.145 4.9 -0.063 3.2
*(.2.05) (-1.32) (-0.53)
FRACE 70 70 70
R-square (%) 95.86 94.51 89.88
adj R-square(%) 94.89 93.22 87.50
DW \ 1.94 2.15 2.04

¥ FESY MBI KHET 5 %+ FE1% MBI EKHETR ;5 #k ¢ B Variance Inflation Factor >10REFR L 2 H
Neter, J., Wasserman, W. and Kuntner, M. H.(1985), Applied Linear Statistical Models (2nd ed.) °




28 fFEEE

"AE AZEBRHBHMEHER

Variance Variance Variance
K [a] [ Linear | Inflation | Log-linear| Inflation | Exponential | Inflation
(H) Factor®** (t{H) Factor (t{H) Factor
5 R
e -121.600 3.441 5.774
(-1.47) *%(37 57) 120.57
P 35.417 2.5 0.971 3.1 0.022 2.5
*%(97.59) (32.54) #(28,99)
s -20.320 2.7 -0.066 3.1 0.032 97
(0.92) *(-1.96) #2.53)
| i -27.900 1.7 0.023 1.9 0.100 1.7
(-0.67) (0.57) +¥(4,14)
i 59.430 2.6 0.157 2.3 0.064 2.6
*(1.66) +%(4.,90) *(3.08)
B 7.644 37 0.047 4.5 0.002 3.7
(1.28) (1.42) (0.60)
(3] 13.481 2.8 0.026 3.4 0.001 2.8
(2.12) (1.28) (0.24)
|5 % <7.2H 1.2 -0.040 1.1 -0.005 .2
#%(_3.03) +%(_4.65) #%(.3 94)
14 e
— 182.310 i3 0219 1.6 0.177 1.2
#%(9.79) +K(5,18) #4(4,56)
Y A -77.350 1.3 -0.052 1.3 -0.035 1.3
(-1.64) (-2.08) (-1.30)
TE -61.830 1.6 0.008 1.6 -0.066 1.6
(-1.22) (-0.30) *%(_2,95)
PUBEETEAEE | 157.610 1.6 0.010 1.6 0.113 1.6
(1.48) (1.78) (1.84)
RERR
KE -153.330 1.9 -0.056 2.5 -0.048 1.9
*%(_3.70) #%(.9,19) *%(.1,99)
B A 855 855 855
R-square 70.82 82.05 74.09
adj R-square 70.41 81.80 73.38
DW | 1.92 1.91 1.85

* 1 FESYAIHAEKHET 5 % 7E1%AY B K HET 5 %= : & Variance Inflation Factor > 10853 S MR » 25
Neter, J., Wasserman, W. and Kuntner, M. H. (1985), Applied Linear Statistical Models (2nd ed.) ©
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Variance Variance Variance
K] Linear | Inflation | Log-linear| Inflation | Exponential | Inflation
(LE) Factor¥** (t{H) Factor ((E) Factor
7R
Al -29.642 3.727 5.529
(-0.32) #(25.91) #(80.70)
e 17.398 3.0 0.778 3.3 0.014 3.0
#%(12.33) *%(]7.74) #%(]3.73)
s i 20.310 2.4 0.039 2.7 0.078 2.4
(0.86) (0.80) +4(4.,47)
s -10.040 1.8 -0.075 1.9 -0.008 1.8
(-0.25) (-1.41) (0.25)
i 37.620 25 0.143 29 0.101 2.5
(1.14) ¥#(4.03) *¥(4.192)
R 3.865 4.4 0.003 6.1 0.006 4.4
(0.41) (0.06) (0.87)
e -10.590 3.0 -0.034 4.6 -0.004 3.0
(-0.98) (-1.04) (-0.50)
J i 1.679 1.8 -0.019 1.8 -0.001 1.8
(0.62) (-2.04) (-0.74)
A
— 76.600 1.7 0.146 3.4 0.173 7
#(1.61) (3 35) ##(4.91)
VR 31.75 1.7 -0.023 1.8 -0.017 1.7
(-0.74) (-0.75) (-0.69)
TR 5.22 2.4 0.016 2.6 0.016 9.4
(0.11) (0.47) (0.44)
Ip S AENTEL 8.35 2.4 0.032 2.3 -0.017 2.4
(-0.11) (0.62) (-0.31)
B RERI
KE 125.899 2y 0.1358 3.4 0.112 o
(9, 54) #%(3.51) #%(3.05)
iPN 136.840 1.7 0.10 21 -0.048 1.7
(1.51) (1.39) -0.71)
A 487 487 487
R-square 57.62 77.86 74.09
adj R-square 56.45 77.25 73.88
DW [ 1.95 1.89 1.1

* 1 FESYATEAE AKHET 5o+ ¢ FE1%AYEHE KMETR 5 #  EVariance Inflation Factor > 10RFFRILARPEAEIE » 2 RNeter,
J., Wasserman, W, and Kuntner, M. H. (1985), Applied Linear Statistical Models (2nd ed.) °
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xt HEEBREZTURE (%)

OLS Regression Forecasting OLS Grid Forecasting,
linear log-lincar  |exponential ADAM log-APAM MPAM
model model model qwm avw qwm avw qwm avw
P[]
mean 33.5659 11.7140 16.8966 | 37.2404 | 37.5358 | 15.0835 | 16.4728 | 10.5857 | 10.1735
SD 15.0592 7.9087 8.7755 | 26.6703 | 27.0874 8.9690 |[11.3309 | 12.0059 | 12.2282
t *2.2289 1.4812 1.9254 1.3963 1.3857 1.6817 1.4538 0.8817 0.8320
N 6 6 6 6 & 6 6 6 6
KA
mean 16.7017 12.8849 12.6631 | 14.9714 | 14.4540 | 11.5199 | 11.7257 | 13.1004 | 12.7531
S.D 14.4794 10.7425 8.7966 | 10.8632 [ 10.8209 9.1266 9.4234 | 10.0897 | 10.5667
tfl 1.1535 1.1994 1.4396 | 1.3782 1.3357 1.2622 1.2443 | 1.2984 1.2069
N 52 52 52 52 52 52 52 5252
paiiy'
mean V2.5492 1119872 12.20%9 |\ V26505 Y wW.I240 VAATEA ) A&ATHE ) 127125 ) 122546 )
S.D 10.1066 10.1069 11.0428 | 10.2449 9.6417 | 152798 |15.3940 | 11.0635 | 11.4843
t 18 1.2417 1.1040 1.1142 1.2328 1.2160 0.9479 0.9208 1’149_0 1.0671
N 49 49 49 49 49 49 49 49 49

B mean (TR TSR A A BT AR AL A (6T ST B 2 WL A0 AR O A IR ZC I 5 S DATRIIRSEIITNESE 5 N R
BRASH 3

QU F i — T A R o (3) I LR PR 5 8 R AR MR ) > 0 R A 1 R
FIRAT BRI » BRI E R A T R

(R AT TR » [T A5 BT BRI REA - IR ORI - 5 I e RN PV
I SRR O B B Y o IRLOTIE A BB S R RN » — 5 B S S
IR » A BEFEIE— S0 -
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_OLS OLS Grid
linear |log-linear | exponential ADAM log-ADAM MPAM
N | model | meodel model qwm avw qwm avw qwm avw

PN

<350 2 136.197 7.806 25.449 |29.755 | 28.861 | 12.048 | 12.113 | 20.506 | 20.667
350-600 2 |42.788 9.974 7.8482 |63.986 | 66.032 23.84 | 28.138 | 9.5661 | 7.6749
600-1000 0

>1000 2:(-21.7137 - 17362 17.392 - | 17.981 | 17.714 -|9:3620-|-9:1673:(-1.6854 | -2.1785
Total 6 133.566 | 11.714 16.897 37.24 | 37.536 | 15.083 | 16.473 | 10.586 | 10.174
KA

<600 § 118.342 [ 10.813 56103 |12.661 | 13.233 | 8.1368 | 7.2261 | 9.3867 | 9.3359
600-800 10 23.1 | 14.121 13:273 - [F19:126 | 14.659=|-12:855" |- —13:88(11:825] ~111,369
800-1000 8 124.317 | 19.401 14.89. |25.083 | 24.154 | 17.904 | 19103 [ 19.48 | 19.719
1000-1200 | 6 | 11.637 | 9.8567 15.162 |13.007 | 11.259 | 11.224 | 10.378 | 12.751 | 12.269
1200-1600 | 7 |8.2852 | 4.8545 7.6978 16.0299 | 6.6502 | 6.5263 | 6.2715 | 5.8754 | 5.9975
1600-2000 | 8 | 14.51 | 11.872 15421 |19.927 | 17.033 | 13.401 | 14.082 | 16.186 | 15.285
>2000 5 (10461 | 19.799 18.707 |9.1258 | 11.111 | 8.3895 | 8.2959 | 16.983 15.83
Total 52 | 16.702 | 12.885 12.663 | 14.971 | 14.454 11.52 | 11.726 1307512755
3Cil

<500 13 | 14.273 11.61 12.247 |10.692 | 8.7558 | 17.493 | 16.587 | 8.7654 | 8.0599
500-600 12 19.8077 | 11.039 9.7382 |9.1684 | 8.3373 | 12.167 | 12.774 | 9.6418 | 8.6413
600-700 6 19.8314 | 9.3984 8.3065 |14.594 | 13.094 | 13.178 | 11.742 | 16.583 | 16.269
700-800 6 |10.636 | 5.0747 56633 [11.105 | 10.445 | 7.6932 | 5.6271 | 10.054 | 9.2496
800-1000 5| 16.767 | 16.139 22.1 [18.777 | 15.304 | 138.141 | 15.177 | 15.609 | 18.471
>1000 7 | 15.004 | 13.688 18.928 20.97 | 20.408 | 20.717 | 20.797 | 22.199 | 20.934
Total 49 | 12.549 | 11.158 12.304 1263 [~ 11724~ |7 14:477" | 14175 12,712 |' 19,255
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