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Using only the traditional valuation approach to commercial real estate can leave a real estate licensee without 
a full picture of the issues and potential of any piece of commercial property. 

Understanding how to use all available current data to form a complete picture of the property can solve this 
dilemma.

Predictive analytics, in its simplest form, is data mining with a 
view to what lies ahead.

Before the proliferation of technology to quickly access 
data, gathering information to form value methods was time 
consuming and cumbersome. 

Real estate professionals are no longer solely reliant on 
available appraisals, title documents or other paper records and 
files to make decisions related to property.

Today, it is easier than ever to find current numbers and relatable geographic details — the nuts and bolts of 
valuation — to form a reliable picture of value. 

Use of predictive analytics
Predictive analytics can be used effectively to gauge future outcomes that are based on the gathered historical 
data and all indicators of value in commercial real estate investing, sales, leasing, management, and 
everything in between. 

Predictive analytics in 
commercial real estate is 
the most advantageous 
way to forecast value. 

How commercial real estate agents can use 
predictive analytics to up their game
By Richard Gallegos
Education Manager for OnCourse Learning

https://www.proschools.com/appraisal?utm_source=b2b-article&utm_medium=resource-page&utm_campaign=predictive_analysis
https://www.proschools.com/catalogsearch/result/?q=commercial%20real%20estate#utm_source=b2b-article&utm_medium=resource-page&utm_campaign=predictive_analysis
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It often is said that analysis is part art, part 
science. Using predictive analytics can be a 
compelling indicator to help your clientele see you as 
the Rembrandt/Einstein of commercial valuation.

While the principles of valuation remain the 
standard, the current availability of data and 
technical resources available to mine this data can 
make predictive analytics a valuable addition to 
the conventional valuation methods.

Some tools to consider are an MLS, state real 
estate association websites and other industry 
sites such as LoopNet. These tools allow mining of 
enough property listing data to find comparables 
and potential listings or to filter information to 
save it for future reference. 

Predictive analysis suggests this data also can 
be used to forecast patterns to solidify opinions 
of value and bring a balance to the abundance of 
information now at our disposal. Using a tool such 
as LoopNet makes it much easier to compare and 
contrast data that allows real estate professionals 
to define and explain property values.   

Quantitative versus qualitative
While the vast majority of overall real estate 
evaluations can fall under both quantitative and 
qualitative categories, more weight is typically 
given to one or the other in commercial real estate, 
depending on the subject property.

The quantitative approach relies on descriptions 

of a site’s direct physical elements, measurements, 
quantities or amounts calculated. The varied 
qualitative approaches are more anecdotal, based 
on site observation and field experience rather 
than hard data. 

Recognition, interpretation and communication 
of decipherable patterns of general analytics, such 
as discernible facts, figures and statistics, aid in 
gauging and coordinating both quantitative and 
qualitative approaches to valuation.

Commercial real estate variables — such as 
usage, zoning, tenants tied to the site and the 
condition of the property — can tilt the valuation 
approach to favor either the quantitative and 
qualitative components.

Too much of a good thing?
Being bombarded with information has made many 
real estate licensees wary of hype surrounding 
updated valuation methods. Data has always been 
there, but now it’s available in many more formats.   

Predictive analytics was never intended as the 
be-all and end-all of the valuation process, but it is 
an important piece of the equation.  

Real estate licensees who understand and use 
forecastable data in real estate endeavors are 
better suited to recognize how it has applications 
from marketing to managing what the data 
conveys. They recognize that translating data 
through analytics can help decipher patterns, aid 
in determining value and explain to the average 
consumer what this information means.

One good example of this process relates to 
appraisals, the valuation method that most people 
recognize.

Appraisals often help determine if real estate 
has economic growth potential. In addition to real 
estate licensees, others engaged in the process 
— lenders, investors, developers, insurers, buyers 
and property managers — regularly take stock in 
commercial appraisal methods. While appraisals 
typically are performed by licensed professionals, 
predictive analytics, and all it has to offer, can be 
used by every party involved. The availability of 
these resources can serve as a platform to keep 
clientele informed and enhance business.

Site observation, such as the condition of the exterior of a commercial 
real estate site is key to the qualitative approach to valuation.

http://www.mls.com/
http://www.loopnet.com/
https://www.proschools.com/real-estate#utm_source=b2b-article&utm_medium=resource-page&utm_campaign=predictive_analysis
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Remember, an accurate appraisal will depend on a very methodical collection of data. Predictive analytics can 
serve as the bedrock of such accuracy.

As an example of this, take the basic real estate value indicators: Desire, utility, scarcity and effective 
purchasing power.

 Desirability can be 
tracked by simple 
demographics as 
a basic premise of 
valuation. 

Market value and pricing

Accompanying comparable properties 
and conditional adjustments

Economic forecasting

Property age, condition and depreciation

Effective dates

Physical features

Terms and conditions of the existing 
properties

In each of these areas, predictive analytics in commercial real estate is the most advantageous way to 
forecast value. Take note of how it can be used to track, monitor, evaluate and explain changes in the dynamics 
between buyers and sellers on any given piece of commercial real estate. Some examples of what it shows:

Using MLS services or other 
business listing sites and apps to 
verify facts and figures makes it 
easier to use predictive analytics 
when considering a piece of 
commercial property. Some of the 
pieces of the equation this data 
will help explain are:

to work for you
data analytics

How to put

Utility commonly 
is related to the 
ability to satisfy a 
want, need or desire, 
and is traceable by 
consumer activity. 

Scarcity in commercial 
real estate revolves 
around supply and 
demand. Scarcity is 
a historically reliable 
indicator of value: 
The less available, the 
greater value. 

Effective purchasing 
power is the 
financial ability to 
consummate a deal. 

Sales and listing 
tracks of real estate 
in demand. 

Demographics to 
depict consumer 
activity. 

Geographic 
locales for real 
estate scarcity or 
availability.
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Algorithms in detail and apps to check out
In commercial real estate valuation, algorithms, apps 
and assessments work congruently to drive predictive 
analytics. 

Algorithms, the instructions which result in using 
data to see a predictable end, are explained in detail in 
these articles: 

5 Ways Big Data Is Changing Real Estate

Zillow Estimates Improve with New Algorithms, 
Better Data

Apps, the programs that analyze this data 
automatically, are in abundance as well.

Assessment, the ability of the real estate licensee 
to uncover the patterns and relationships contained 
within the data history by using the aforementioned 
algorithms and apps, is the end function of the process.

Here are some resources to check out.

CoStarGo 

LoopNet Commercial Real Estate Search 

Compass Markets — Real Estate Data in Real-Time 

End Bio: Richard Gallegos, DREI, CDEI, is the real estate 
education manager for OnCourse Learning Real Estate. 
He is a licensed real estate associate broker and licensed 
contractor. He resides in Albuquerque, New Mexico.

http://mashable.com/2014/07/09/big-data-real-estate/#QllaGDMxMgqR
http://data-informed.com/zillow-estimates-improve-new-algorithms-better-data/
http://data-informed.com/zillow-estimates-improve-new-algorithms-better-data/
https://itunes.apple.com/us/app/costargo/id438575593?mt=8
http://www.loopnet.com/products/mobile
https://itunes.apple.com/us/app/compass-markets-real-estate-data-in-real-time/id1045253459?mt=8



