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Selecting the Right Valuation Solution for Your Loan Portfolio

Regular valuations are an extremely important and healthy practice in mortgage portfolio monitoring from both a 
business and regulatory standpoint. With home prices on an upward trend for nearly the past decade, it is easy to 
overlook the importance of regular portfolio monitoring. In this cyclical industry, it is only a matter of time before 
the market could correct and prices may decline in some markets. 
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Performing proactive and recurring valuations on loan portfolios helps mortgage professionals assess the trendline 
of their collateral asset valuation so that they can mitigate risk at the earliest possible opportunity. Achieving these 
insights requires stable and streamlined valuations at a consistent cadence—at least once a quarter—to establish a 
reliable trendline. Any variation should be the result of market trends versus variations in the valuation solution and/
or methodology. 

Per the Comptroller’s Handbook, “the OCC expects each bank to identify, measure, monitor and control risk by 
implementing an effective risk management system appropriate for its size and the complexity of its operations.” 
Consistent and regular portfolio monitoring helps organizations achieve compliance with regulations that require 
adequate capital reserves. It is also an effective risk mitigation tool for collateral asset valuation and management.

The most commonly used and effective tools for regular portfolio valuation are automated valuation models (AVM) 
and home price indices (HPI). It is important to understand the strengths and weaknesses of each before deciding 
which tool is the best fi t for your portfolio monitoring needs. 

Home Price Index

HPIs can be used to index the most recent sales price for each home in a portfolio with the current market trends 
down to the ZIP code level. This is can be an effective tool when only subject property ZIP codes are available or 
when AVMs are not able to value a property (e.g., in very rural areas). HPIs are an essential component of AVMs, but 
the use of an HPI alone does not deliver the same level of information as AVMs, which use additional data sources 
(e.g., MLS data) and sophisticated analytics to generate reliable value estimates at the property level, instead of the 
ZIP code level. 
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Standalone AVM

As noted, AVMs provide useful, property-level valuations when the subject property address is known. Using a single, 
high-quality AVM offers the benefi t of a consistent model for valuations, so that any fl uctuation can be attributed 
to market shifts rather than to different valuation models. However, no single AVM delivers the best accuracy and 
coverage in all geographic regions. Relying on a single AVM ultimately reduces the chances of achieving the most 
accurate results possible. 

Dynamic Cascade 

Dynamic cascades are made up of multiple AVMs, increasing the chance of getting a successful, more accurate 
valuation on a property. For one-time transactions at a point in time—such as originations—a dynamic cascade is 
an excellent AVM solution. However, dynamic cascades may change the rank ordering of their AVMs based on specifi c 
criteria or methodology from quarter to quarter. While this functionality can increase the accuracy of one-time 
valuations, it also introduces variability that can be problematic for recurring portfolio monitoring. When making 
valuations on the same property over time, it is important to ensure that any variability in a portfolio valuation is due 
to market changes rather than an AVM cascade model calling sequence. 

Static Cascade 

Like dynamic cascades, static cascades use multiple AVMs to provide highly accurate valuations. However, the rank 
ordering of the AVMs within a static cascade is fi xed, eliminating model variability that can result from a dynamic 
cascade. Using a static cascade for portfolio valuation allows mortgage professionals to be confi dent that valuation 
differences over time are likely due to market trends instead of cascade methodology. It should be noted, however, 
that occasionally a static cascade will use a different model to value a property. This happens when a model in 
the cascade gets a high-quality result during one portfolio run and then does not get a successful hit during a 
subsequent run. Adding new or removing aged sales data and other factors can cause this to happen.

Conclusion

Sophisticated portfolio monitoring solutions enable organizations to focus on current business initiatives without 
sacrifi cing portfolio monitoring vigilance. By combining the benefi ts of portfolio monitoring solutions without the 
drawbacks, static cascades provide the best all-around solution for regular portfolio monitoring. However, individual 
static cascades can vary in terms of performance and quality. Portfolio managers should examine all available 
solutions to assess their hit rate, accuracy, ease of use and cost to determine the best fi t for their organization.
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CoreLogic (NYSE: CLGX) is a leading global property information, analytics and data-enabled services provider. 
The company’s combined data from public, contributory and proprietary sources includes over 4.5 billion records 
spanning more than 50 years, providing detailed coverage of property, mortgages and other encumbrances, 
consumer credit, tenancy, location, hazard risk and related performance information. The markets CoreLogic serves 
include real estate and mortgage fi nance, insurance, capital markets, and the public sector. CoreLogic delivers 
value to clients through unique data, analytics, workfl ow technology, advisory and managed services. Clients rely on 
CoreLogic to help identify and manage growth opportunities, improve performance and mitigate risk. Headquartered 
in Irvine, Calif., CoreLogic operates in North America, Western Europe and Asia Pacifi c. For more information, please 
visit corelogic.com.

CoreLogic
40 Pacifi ca, Ste. 900
Irvine, CA 92618

For more information please call 866.774.3282.

© 2018 CoreLogic, Inc. All rights reserved.

CORELOGIC and the CoreLogic logo are trademarks of CoreLogic, Inc. and/or its subsidiaries. 

17-VSLP-0218-01



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.33333
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 225
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.33333
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 225
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.33333
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (Coated GRACoL 2006 \050ISO 12647-2:2004\051)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on 'CoreLogic Mid Quality - sRGB SCREEN'] Produces medium quality color managed sRGB PDF files for online use.\015Medium quality bitmap compression.\015Downsampling of images above 300dpi to 225dpi.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


