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This Month:
o Greenfield Opens Atlanta Office
o Collateral Risk Network

o Dr. Kilpatrick speaks at Gulf Oil Spill 1itigation Conference

o SFO and Philly FED reports

GREENFIELD OPENS ATLANTA OFFICE

We are terrifically pleased to announce the
opening of our Atlanta office, effective June I.
Dr. Cliff Lipscomb, formerly of Valdosta State
University, has joined us full time as our Di-
rector of Economic Analysis and will serve as

Director of the Atlanta office.

A large portion of Greenfield’s business is in
the eastern half of the United States. Opening
a permanent Atlanta presence will allow us to
better serve our clients, more efficiently con-
duct field research, and be more responsive to

client requests.

Ironically, the decision to open a permanent
Atlanta presence was made months before the
Gulf Oil Spill. This new office will give us
presence and flexibility to coordinate the com-
plex real estate and economic damages analy-
ses which will be needed in the coming

months and years.

Located in northwestern Atlanta, adjacent to
I-75 and the beltway, the new office is in
Cobb County, near Dobbins Air Force Base.

The address and contact information is:

Greenfield Advisors LLC

1870 The Exchange SE, Suite 100
Atlanta, GA 30339

Phone: 770-951-7028

Email and web presence will all be the same.

It is important to Greenfield that operations
out of Atlanta be as seamless and transpar-
ent as possible to clients. As such, projects
managed out of Atlanta will have access to
the same suite of skills, technology, and re-
sources. Also, the addition of Dr. Lipscomb
to our full-time team significantly strength-
ens our resources in economic impacts and

other non-realty valuation projects.

Mississippi Canyon 252 - Projected Oil Trajectory 18 June 2010, 1200 |

& e e
X Gt

V¢

IERIAS IleRelvince
AN
B v
S LAFOURCHEL
. TERREBONNED)

B

Eﬁe?};i:miecmw
e
More on Greenf

involvement with the Gulf oil spill
on the inside.

Inside this issue:

KILPATRICK SPEAKS AT COLLATERAL RISK NETWORK EVENT

The Collateral Risk Network, an organization of bankers, regulators, and appraisers in the real
estate lending community, sponsored a call-in conference on Wednesday, June 16, on the real
estate valuation impacts of the Gulf Oil Spill. Dr. John Kilpatrick, widely recognized as the
world’s leading expert on this topic, was the sole real estate appraisal speaker on the one-hour

conference.

The conference call attracted between 100 and 200 senior lending officials from around the
United States. Dr. Kilpatrick spoke on appraisal standards and methods, as well as reporting on
early estimates of property damages from valuation affiliates, such as CoStar and various banking
authorities. For more information, visit the Collateral Risk Network at their website
(www.collateralrisknetwork.com) or visit a website developed specifically for the oil spill valua-

tion questions, oilcrisis.collateralvision.com.
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GREENFIELD CO-SPONSORS GULF OIL SPILL CONFERENCE

Drs. John Kilpatrick and Cliff Lipscomb, along
with Client Relations Manager John Casker,
represented Greenfield in Atlanta on June 24
& 25 at the first major Gulf Oil Spill Litigation
Conference. Attendees included representa-
tives of most of the major law firms involved
in this case, plus representatives from the
insurance industry and the regulatory com-

munity.

The two-day conference was focused on
litigation and insurance claims. Dr. Kilpatrick
was the sole real estate valuation presenter.
He discussed impacts to property values,
businesses, local governments, and property
owners/occupants (“loss of use and enjoy-

ment”).

Along with Dr. Kilpatrick, the conference
featured a very high-profile array of speakers,
capped off with Robert F. Kennedy, Jr., one
of the nation’s most acclaimed environmental

attorneys.

Greenfield produced an interim white paper
on the appraisal issues of the Gulf oil spill,
which was distributed to conference partici-
pants. It is also available on Greenfield’s web-
site, www.greenfieldadvisors.com, and is al-
ready being widely circulated as a source-
authority for appraisal guidance in this com-

plex situation.

“We see t
wreck coming, and
it s goli
ugry”’

i Okaloosa
County (Florida)
Tax Appraiser
Pete Smith
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MASS TORTS AND LONE PINE ORDERS

In 1986, a class of ﬁro erty
y 9ued

464 defendants, including the
operator of a landfill, claiming
that their properties had lost
value due to contamination
(among other claims). The
court ordered the plaintiffs to
produce substantiation for
tPkir| claifliy, S’hcluding reports
of real estate or other experts
supporting the claims of dimi-

nution in property value.

The Lone Pine claimants were
granted an extension to pro-
duce this substantiation, and
failing to do so, the Court
dismissed the case with preju-

dice.

In 2007, Greenfield produced
a white paper on the real es-

tate issues of class certifica-
tion, which summarized not
only our experience in this
arena but also the substantial
published record supporting
the use of mass appraisal
(USPAP Standard 6) in both
class actions and mass torts.
Since then, that paper has
been widely read and utilized
in both state and Federal

courts.

In 2005, the Florida Appeals
Court overturned a class cer-
tification (the St. Joease, on
which Greenfield did not con-
sult), holding that common
issues did not predominate.
Since then, we have focused
significant attention on the
question, “How much proof is
necessary at the class cert
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level?” Returning to Florida,
albeit in the Federal Courts in
Tampa, we were apparently
able to successfully address
this question in the recent

Raytheodecision.

The current issue of The Envi-
ronmental Litigat@ublished
by the ABA’s Environmental
Litigation Committee, has an
excellent exposition on Lone
Pineby two attorneys from
Greenberg Traurig of Tampa.
In the context of projects
currently on our plate, and
our experience in recent mass
torts and class actions, it is
clear that it is time to update
our 2007 white paper, taking
Lone Pinand St. Jotto ac-
count. We'll keep you posted

as to our progress on this!

EXPERT SYSTEMS AND MASS APPRAISAL

Use of a mass appraisal usually implies a hedonic
regression model—except when it doesn’t!

As it happens, regressions are only one way of
modeling property values within an automated
valuation methodology. The sine qua norof
mass appraisal is the efficiency gain and the sta-
tistical characterization.  Unquestionably, he-
donic models give us those, and Colwell, et. Al,,
writing in The Appraisal Jour(2009) makes it
clear that hedonic models are preferred when

sufficient data are available.

But, what if the data are not available? For ex-
ample, Greenfield has worked in post-Katrina
Louisiana on a number of projects, and often the
sales data are inconsistent, non-existent, or
poorly characterized. Even when sales data
exists, they are frequently of such small sample
size that statistical parameters, such as normal

distributions of errors, cannot be supported.

Neural networks have been shown to have ex-
cellent properties in such situations. Peterson
and Flanagan (J. Real Estate Rese&@0g) show
that when a neural network is coupled with
hedonic modeling, excellent results can be ob-
tained. However, they use a data set of over

46,000 transactions. For our purposes,
smaller data sets must be utilizable. Worzala
and Lenk, writing in that same journal in 1995,
showed that neural networks evidenced incon-

sistencies when applied to smaller data sets.

A paper by d’Amato (International Real EStaV — f(X) _|_ £

Review2007) seems to provide the missing
link. He utilizes a model called “rough set
theory”, which we have adapted under the
rubric “expert systems,” and he shows that
this method is applicable in a mass appraisal
setting without defining a specific model.
While this method does not endogenously
produce marginal prices, it does provide an
excellent and statistically characterizable de-

termination of value.

When using small data sets, non-parametric
analytical methods are preferred (if not re-
quired). Even though they are intuitively ap-
pealing and fairly simple to use, most apprais-
ers are not familiar with these methods and as
such miss out on opportunities to use them

and improve their work.
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SFO & PHILLY FEDS

Two of the more interesting
economic summaries hit our
desks this month — the annual
update from the San Francisco
FED and the quarterly survey
from the Philadelphia FED.
Notably, the various FEDs are
independent, and while they
obviously read each other’s
work, they tend to have very
different philosophies. It makes

for interesting reading.

Economics,titled “Climate
Change and Housing Prices:
Hedonic Estimates for Ski Re-
sorts in Western North Amer-
ica.” First, of course, the article
further validates the use of he-
donic analyses for housing
valuation, and particularly in a
study about environmental im-
pacts. More interestingly,
though, the article delves into
the market for high-amenity
property, and how small

SFO’s annual Economic Reviewhanges in the amenities can

basically takes the tone of “look
how smart we are,” abstracting
dozens of publications, working
papers, and presentations by
their staff. However, that
makes for a fairly useful docu-
ment—in just a few minutes, we
can scan and see what is of in-

terest.

For a practicing economist like
me (albeit one who focuses on
real estate), nearly all of it is
interesting. One piece however,
particularly caught my eye—an
article by Robert G. Valleta and
Van Bustic, forthcoming in Land

have significant impact on value.

From the opposite coast, each
quarter, the Philadelphia FED
surveys economic forecasters
to find their range and consen-
sus opinions on major macro-
economic indicators. The
beauty of their report is its
simplicity—rather than dive
into the details, they give a
great “20,000-foot view” of the
subject, relying on the quality of
the “wisdom of crowds.”

They've revised their estimates
of unemployment downward

from previous reports, but still
see 9% or more through 201 I.
Inflation estimates are likewise
lowered, with CPI to hold be-
low 2% through the end of

2011.

Interest rates are expected to
hold at low levels, although a
trend upward is forecasted
(up to 1.99% on the 3-month
T-Bill by the end of next year,
and 4.55% on the 10-year in-
strument).  Real Gross Do-
mestic Product is expected to
grow at an annual rate above
3% each quarter for at least

the next year and a half.

Our major benchmark is hous-
ing starts—by their measure at
576,000 in 2009 (an unsustain-
ably low number, we would
add). Growth so far this year
has been barely tepid, up to an
annual level of 673,000. They
project total housing starts this
year at 773,000, rising to
882,000 next vyear, still far

lower than historic averages.

Housing starts are
unsustainably low,
but will not rise
above long-term
averages by the end
of next year

SOME NEWS FROM GREENFIELD

In addition to our Atlanta office,
we have a few new faces here
at Greenfield. First, Susan Ew-
bank has joined our administra-
tive team here in Seattle, focus-
ing primarily on our library and
other data management tasks.

Second, we welcome Lorena
Dinger who will serve as our

Editor and also coordinate pro-
ject flow.

Congratulations to Dr. Cliff
Lipscomb! His article,
“Inconsistency in Welfare Infer-
ences from Distance Variables
in Hedonic Regressions (co-
authored by B. Koford) has just
been accepted for publication in

GREENFIELD ADVISORS LLC AND
GREENFIELD CAPITAL MANAGEMENT

2601 4th Avenue, Suite 650
Seattle, Washington, 98121 USA
Phone +1-206-623-2935
www.greenfieldadvisors.com

the Journal of Real Estate
Finance and EconomicBr.
Lipscomb is a prolific au-

thor, with eight peer-
reviewed articles under his
belt and another five

(including this one) already
accepted by scholarly jour-
nals.

Obligatory Disclaimer:

This newsletter does not
constitute investment ad-
vice, and does not consti-
tute either a solicitation
to invest or a client rela-
tionship with the reader.
ltds just a

All content © Greenfield Advisors 1.1.C, Seattle Washington USA unless otherwise noted
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