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Dear Mr Pereia Gray 

RICS Review of Investment Valuation 

I read with interest your appointment to lead the above review.  Between 1993 and 2010 I was a 

volunteer member of various RICS valuation boards and working groups.  As you are probably aware, 

both Michael Mallinson in 1994 and Sir Bryan Carsberg in 2002 undertook reviews of RICS valuation 

standards and practice.  Being involved in amending standards and guidance to reflect their 

recommendations I am well aware of the value that outside eyes can bring to the development of 

the profession. 

My own background is that after 35 years in private practice dealing with commercial property 

valuation, I spent five years as Technical Director of the International Valuation Standards Council 

(IVSC) and now provide training and risk management advice to valuation firms, financial regulators 

and other government entities in the UK and overseas. 

While another external review is overdue and will hopefully be as useful as those I have referred to 

above, I feel that some of the negative press comment about the valuers failing to keep pace with 

market realities has been misplaced and based on limited knowledge.  An example I have seen in 

some UK broadsheets has been where NAVs of REITs and property funds have been contrasted to 

changes in share price or unit cost, with no recognition of the fact that these not only are very 

different types of asset but ones that are priced in totally different markets. 

The Carsberg review received feedback from many funds that, subject to rigorous policing of 

conflicts of interest, they saw advantages in the UK model of the valuations being undertaken by 

firms who were also active in the market.  These views were reflected in the rules that RICS 

introduced into the Red Book for “Regulated Purpose Valuations”.  This integrated model can be 

contrasted with countries where strict separation by law or custom means that the valuers are at 

least one step removed from the market.  I am aware from work done in mainland Europe following 

the 2007-08 financial crisis that this led to many valuations being based on historic transactions 

because the valuers did not have immediate access to the current sentiment of market participants.   

Turning to the list of areas for consideration in the Terms of Reference I make the following 

observations: 

Valuation Methodology:  

The most fundamental point is that valuation methodology must reflect how market participants 

price and analyse property assets.  While the core principles on which most methods are founded 

have remained the same since before I joined the profession, there has been an evolution of the 
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detail and this will surely continue.  However, I also have seen models emanating from academia 

which mathematically produce a  more “accurate” valuation fall by the wayside as they did not 

reflect how buying and selling decisions were made in the real world.  RICS (and for that matter 

other major professional valuation bodies around the world) has always been careful not to 

mandate use of a particular method or model, only to alert members to their existence.  Experience 

outside the UK has shown that when a regulator stipulates how valuations shall be calculated it soon 

results in situations where the regulatory valuation ceases to reflect market value.  This not only 

undermines confidence in valuations but creates arbitrage opportunities that work to the 

disadvantage of investors. 

For these reasons I would urge the review to tread very carefully in this area. 

Property Risk Analysis: 

This is something which in my experience is rarely done well, if at all.  I see many valuation reports 

from different sources in the course of my work, and if forward looking risk is addressed it is too 

often a generic commentary on the economic outlook without any attempt to relate this to the 

possible impact on the subject property.  Many RICS valuers also seem unclear about the difference 

between uncertainty of what will happen in the future (market risk) and valuation uncertainty, 

which is intended to highlight where the valuer has had abnormal difficulty in arriving at the current 

value through lack of relevant evidence.  This is an area which I believe the review can profitably 

explore. 

Independence and Objectivity: 

This is a subject that needs to look beyond the valuers and also consider how other factors in the 

way the property investment market is structured and regulated have led to a situation where only a 

few firms have the scale and resources to produce the valuations required at a price which is 

acceptable to fund managers.  

 

I hope you find my comments of assistance.  If you believe I can be of assistance in anyway, please 

do not hesitate to contact me. 

 

Yours sincerely, 

 

 

 

 

Chris Thorne FRICS 

Director  
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