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Why “Good Deals” Still Die at Appraisal

Most real estate investors believe that if a deal pencils on paper and attracts financing interest, it
must be solid. Numbers look right. Rents make sense. The after-repair value appears strong. Yet
many deals stall or collapse when the appraisal is delivered.

From the investor’s perspective, this feels arbitrary. The renovation plan is clear. The exit
strategy is sound. The market feels strong. But the appraisal introduces resistance that was never
accounted for during underwriting.

This happens because many deals are underwritten using optimistic assumptions rather than
defensible evidence. Appraisals do not evaluate potential or vision. They evaluate what typical
buyers have actually paid for similar properties under similar conditions.

Common investor reactions include:
e “The appraiser doesn’t understand investing.”

e “This will sell higher once it’s renovated.”
e “The comps don’t reflect what I’'m doing to the property.”



In reality,the appraisal is not killing the deal. It is exposing where assumptions outran support.

JRH Appraisals approaches valuation from a capital-protection standpoint. Our role is not to
make deals work on paper, but to identify whether they survive scrutiny in the real market.
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After-Repair Value: Where Most Deals Quietly Break

After-repair value (ARV) is the backbone of nearly every investment strategy. It drives purchase
decisions, renovation budgets, financing terms, and projected returns. Yet it is also the most
abused number in investor underwriting.

ARV problems arise when investors:

e Anchor to the highest sale rather than a pattern

o Ignore buyer resistance at upper price tiers

e Assume renovations translate dollar-for-dollar into value
e Rely on retail comps for non-retail assets

Markets reward conformity more than ambition. Buyers compare renovated properties to
alternatives, not intentions.

When ARYV is overstated, every downstream calculation becomes fragile. Financing tightens.
Cash-to-close increases. Returns compress.

JRH Appraisals evaluates ARV based on how buyers actually behave, not how investors hope
they will behave.
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Renovation Cost vs. Market Reaction

Investors often equate renovation cost with value increase. This assumption feels logical but is
frequently incorrect.

Buyers do not reimburse costs. They react to finished condition relative to alternatives. Over-
improvement, partial renovations, and niche upgrades often fail to generate proportional value.

Common mistakes include:
e Assuming high-end finishes outperform neighborhood norms
e Ignoring diminishing returns
o Renovating beyond buyer expectations
o Confusing quality with marketability

Smart investors renovate to meet buyer expectations, not exceed them.

JRH Appraisals explains how buyers react to renovation scope, helping investors avoid spending
money the market won’t return.
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Location, Functionality, and the Limits of Renovation

Some constraints cannot be renovated away. Location, lot characteristics, functional layout, and
external influences place ceilings on value regardless of finish quality.

Investors often underestimate:
e Busy roads
e Proximity to commercial or industrial uses
e Awkward layouts
e Small lots or limited parking

These factors influence buyer behavior and lender risk tolerance.

JRH Appraisals identifies functional and locational limitations early, preventing false
expectations and capital misallocation.
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Buyer Psychology and Price Resistance

Buyers behave differently at different price points. Resistance increases as prices approach the
upper end of a market segment.

Investors frequently assume:

e Buyers will stretch if the product is nice enough
e Scarcity overrides price sensitivity
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o Emotional appeal compensates for price gaps
In reality, buyers compare relentlessly.

JRH Appraisals analyzes buyer behavior patterns to identify where resistance emerges, helping
investors avoid pricing ceilings that stall exits.
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Why Lenders Value Differently Than Investors
Investors and lenders do not share objectives. Investors seek upside. Lenders seek protection.
Lenders prioritize:

e C(Collateral stability

e Downside protection

e Liquidity under stress

e Typical buyer behavior

Appraisals reflect this risk-based mindset.

Understanding this difference allows investors to underwrite deals that align with financing
reality rather than fighting it.

JRH Appraisals aligns valuation with underwriting standards so investors know where lenders
will draw the line.
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The “Bad Appraiser” Myth

When deals fail, blaming the appraiser protects assumptions. But appraisers do not create market
behavior — they document it.

Most disappointing appraisals result from:
e Overstated ARV
e Weak comp selection
o Ignored market resistance
e Renovation bias

Strong investors treat appraisals as diagnostics, not adversaries.

JRH Appraisals provides transparent reasoning so investors understand where assumptions
diverged from evidence.
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When the Appraisal Comes in Low
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Low appraisals force decisions. Capital must increase, pricing must adjust, or the deal must be
abandoned.

Effective investors respond by:
e Reviewing evidence objectively
o Identifying structural vs. correctable issues
e Re-evaluating exit assumptions
e Protecting capital over pride

Emotional attachment to deals is expensive.

JRH Appraisals helps investors interpret low appraisals clearly, reducing reactionary decision-
making.
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The Deal Sanity Checklist

Strong deals survive conservative valuation.
Investors should confirm:

e ARV is supported by multiple closed sales

o Renovation scope aligns with buyer expectations
e Location does not impose hard ceilings

o Exit pricing reflects resistance zones

o Financing assumptions match lender reality


http://www.jrhvaluations.com/

nnnnnnnnnnnnnnnnnnnnnnnnnnnn

Deals that only work when everything goes right are not strong deals.
JRH Appraisals helps investors stress-test deals before capital is committed.
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Pre-Purchase Valuation Strategy

Valuation should be proactive, not reactive.

Investors who assess valuation risk before acquisition:
e Avoid sunk-cost bias
e Protect liquidity
o Improve deal selection

e Increase long-term returns

JRH Appraisals supports investors who want clarity before commitment, not explanations after
disappointment.
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How JRH Appraisals Protects Investor Capital
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Investors need clarity, not hype.
JRH Appraisals provides:
e Market-driven ARV analysis
e Transparent comp selection
e Buyer behavior insight
e Lender-aligned valuation logic

Our work helps investors deploy capital with confidence and discipline.
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Strong Deals Don’t Need Appraisal Luck
If a deal only works when assumptions go unchallenged, it was never strong.
Sustainable investing requires discipline, realism, and evidence-based decision-making.

JRH Appraisals exists to help investors identify deals that survive reality — not just
spreadsheets.
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