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SECTION 1
INTRODUCTION
A little over three years ago, the conversations we were having with 
appraisal industry stakeholders had many reoccuring talking points.  
We continually heard “there were not enough appraisers” in specific 
markets, and in others there were too many; That Restricted Appraisal 
Reports (drive-by's and desktops) were being requested more frequently. 
Turn-around times were getting tighter and tighter; Geographic or area 
competency was being discussed more frequently. Data and Valuation 
were other topics of conversation. In fact, a senior employee of one of 
the Appraisal Management Companies asked pointedly, “what are you 
doing as an association about AVM’s being used more and more?”

On March 13th, 2020 conversations took a drastic turn with COVID-19 
forcing a nationwide lockdown. As an essential service, appraisers had to 
continue to work but were unable to enter homes. Banks, mortgage 
lenders, Appraisal Management Companies (AMC’s), and appraisal 
associations were in continuous contact with each other and were quick 
to adapt to this unprecedented situation. The so-called “Modified Full” 
appraisal reports were readily accepted and became the norm, albeit 
there were several problems for the appraiser in gathering and reviewing 
the data provided by homeowners. Contrary to the beliefs of several 
industry participants these difficulties resulted in appraisal reports taking 
longer to prepare.

Despite “doom and gloom” projections, real estate markets across the 
country took off at levels that could never have been predicted. Real 
estate transactions were being conducted with exceptionally tight 
timelines which affected all areas of the transaction, including appraisers. 
This fueled the demand for tighter turnaround times for appraisal 
requests and hence further discussions on alternative valuation methods.

Many analysts were saying that the COVID-19 pandemic became an 
accelerator for industry trends, and this was true for CNAREA and our 
members. Prior to the pandemic we were conducting the bulk of our 
education program in a classroom environment, which naturally came to 
an abrupt halt. We had been developing new materials, and converting 
existing materials for online delivery, but we immediately had to make 
this available virtually.    
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It was clear to us that the topics that were being discussed prior to the 
pandemic, and the resulting changes caused by the pandemic, meant 
that the valuation of real estate was in store for a more accelerated shift. 
This report to members and stakeholders attempts to gain a greater 
understanding of the changes and direction of Real Estate Valuation and 
the Appraising of Real Property is taking and the ensuing effects on our 
members. This report primarily looks at valuation and appraising for 
financing purposes and does not get into other areas where appraisal 
reports are utilized.      

 

SECTION 2
METHODOLOGY
For this report we had discussions with a wide range of industry 
participants. We spoke directly with 27 individuals which included end 
users of appraisal reports, regulators, data providers and appraisers.

We advised everyone that we would not publish names, job positions or 
business names. This was not because anonymity was requested, but 
because we wanted to report the information provided without fostering 
a perceived bias on the part of the reader. Our primary goal with the 
information provided was to see if there were similarities in opinions and 
viewpoints, and look for consistent messaging.  

There were no pre-set questions as such, but each conversation started 
off with the following: “so now that we are coming out of COVID-19 where 
do you see Valuation and Appraising going now and in the near future?”

Throughout this report there will be comments and phrases in quotations 
indicating what was said. Explanations and further elaboration of those 
comments are from notes taken.

The report will start off with a brief history of the appraisal industry in 
Canada, which will be designed to give the reader some context of how 
the industry has arrived to where it is today. We will then delve into the 
findings of the interviews.

This report will not contain CNAREA’s stand on the comments made or 
include recommendations to the membership. However, there will be 

commentary, when appropriate. It is our intention to take some time 
after this report has been distributed to members and stakeholders to 
allow for feedback. We will then follow up this report with how the 
Association views the information and what (if any) the next steps will be.      

SECTION 3 
ABOUT CNAREA
 The Canadian National Association of Real Estate Appraisers (CNAREA) 
is a national, not-for-profit Corporation in Canada that licenses, 
educates, and certifies Real Property Appraisers across the country.  It 
was established over 30 years ago, to provide an effective membership-
oriented organization of professional real property appraisers based  
on their academic qualifications, training and practical experience.   
We have active members throughout the country, and our Professional 
Designations (DAR™, DAC™, Certified Appraisal Reviewer™) are 
recognized and accepted by all major national banks, mortgage  
lenders, mortgage insurers and Appraisal Management Companies.

CNAREA Appraisers are qualified to complete appraisal reports on a 
wide range of properties and are hired to do so. When taking on an 
appraisal assignment CNAREA appraisers are required to adhere to  
the Uniform Standards of Professional Appraisal Practice (USPAP).  
All members of CNAREA must also adhere to the Code of Ethics as 
stated in the CNAREA By-Laws.

CNAREA Appraisers carry Errors and Omissions insurance that meets 
the requirements of lenders and other stakeholders. The CNAREA  
E&O insurance program is managed by PROLINK Insurance Inc.  and 
underwritten by Sovereign Insurance. All members carry a minimum of  
$1 Million per report with many members having higher coverage.  

In April 2019 CNAREA moved the office to Belleville, Ontario from 
Qualicum Beach, B.C. where it was located for over 20 years. The 
Executive and the Board of Directors felt that moving the office to 
Ontario was a prudent move given national stakeholders are primarily 
located in and around Toronto. Being located in Belleville also gives us 
easy access to Ottawa and Quebec where we have a significant number 
of members.

 5



6 7

As a National not-for-profit Association CNAREA has By-Laws by which 
the Association operates. These By-Laws and any changes are available 
to the public on cnarea.ca. As required the association holds an AGM to 
review with members the Association’s financial position, have the 
members vote on changes to By-Laws, and hold elections for seats on 
the Board of Directors.

With an ongoing continuing education program and a robust disciplinary 
process, the Canadian National Association of Real Estate Appraisers 
ensures that members are always adhering to USPAP and thus acting in 
the Public Interest.    

 

SECTION 4
A BRIEF LOOK AT APPRAISING 
FOR MORTGAGE PURPOSES

Designations 
For nearly 30 years there have been two national associations that 
designate, license, and educate real property appraisers in Canada.  
The DAR, DAC, CRA, and AACI designations tell mortgage lenders that 
the appraiser is trained to be able to provide credible and reliable 
Appraisal Reports that lenders can rely on to make an appropriate 
lending decision. The values provided by designated appraisers assists 
the lender in determining security value which is an important 
component in making a suitable lending decision. It should be noted that 
there are other associations, particularly in Quebec and Alberta, that 
have members associated to Real Property Valuation.

For Candidate and Designated Appraisers to complete appraisal reports 
for mortgage lenders they must carry Errors and Omissions insurance 
that meets the requirements of lenders, and other stakeholders. All 
CNAREA members carry a minimum of $1 Million E&O insurance with 
many members having higher coverage.  

“The Good Old Days” 
It wasn’t too long ago when the majority, if not all mortgages, were 
obtained through a bank branch. The Loans Officer would handle all 
aspects of the mortgage application process from completing the 

application, approving, or obtaining approval, ensuring the appraisal was 
ordered, and reviewed. They completed CMHC and legal documentation, 
and finally, funding was also completed in the branch. At that time the 
banker would phone the appraiser, place the order, and have a pretty 
good idea where the property was and how long it would take to 
complete the appraisal. Occasionally there were discussions after  
an appraisal report was completed, but the process was simple and 
transparent. The values were relayed to the client who was not always 
happy but, in the end, they accepted the value. The banker would 
frequently advise the client that the appraisers they used were 
experienced and knowledgeable, and therefore they were confident  
with the value provided.  

Sales targets existed but were primarily based on the branch achieving 
its overall growth plans for commercial loans, personal loans, and deposits. 
When the sale of Mutual Funds and other investment options became 
the norm, loans officers became personal bankers and sales became the 
predominant activity. With personal bankers attempting to be “everything 
to everyone” it was the perfect opportunity for Independent Mortgage 
Brokers to take away the traditional mortgage clients, as opposed to just 
being a source of financing for those clients that did not qualify under 
standard bank lending criteria.  

Banks responded by creating mortgage broker centres and their own 
mortgage sales teams which are entrenched today.

“Protect Themselves from Themselves”
A senior banker told us several years ago that Appraisal Management 
Companies (AMC’s) were a way in which banks could “protect themselves 
from themselves”. In other words, ensure that the mortgage salesperson 
could not influence an appraiser to make the deal work. The Financial 
Crisis in 2008 only furthered the desire to have a “wall” between the 
appraiser and the mortgage salesperson and, as such, AMC’s gained a 
significant foothold in the appraisal industry.

AMC’s also provided the opportunity for banks and mortgage lenders  
to remove the administration of dealing with appraisers and appraisal 
reports to a third party, thus saving time and the cost of that administration.    
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It is not the purpose of this paper to get into the pros and cons of 
AMC’s but it needs to be stated that they are an integral stakeholder  
of the appraisal industry; a stakeholder that will continue facilitate 
significant change.

To Regulate or not to Regulate…
As federal and provincial governments wade their way through issues 
regarding housing and housing affordability, we have seen some significant 
changes since bank branches were the primary sources of mortgage 
financing. These changes have had an affect on the appraisal industry 
both provincially and federally.

Up until December 2020, appraisers were regulated provincially in Alberta, 
Nova Scotia and New Brunswick. In 2020, the Alberta Government 
conducted an extensive review of the Real Estate Council of Alberta 
(RECA) which was the regulator for real estate licensees, mortgage 
brokers, property managers and appraisers. After a great deal of 
consultation with stakeholders, Service Alberta determined that they 
were not going to include appraisers and the appraisal industry in the 
new regulatory model. Prior to the official announcement Service Alberta 
advised us that it was clear to them that the Appraisal Associations had 
“robust” education programs and discipline systems and, as such, 
anything they put into place would be duplication. It should be noted 
that the RECA review conducted by Service Alberta was extremely 
transparent and thorough. We are very appreciative that we had the 
opportunity to have a seat at the table and the ability to contribute 
throughout the process.

In British Columbia, there has been significant changes to Real Estate 
Regulation which has affected real estate licensees, mortgage brokers, 
and other provincially regulated financial services. The newly created BC 
Financial Services Authority (BCFSA) has regulatory authority over real 
estate services and provincially-regulated financial services. Affordable 
housing and anti-money laundering awareness are some of the key 
drivers in the regulation of real estate activities in British Columbia. 
CNAREA will be introducing an Anti-Money Laundering Training Module 
in the spring of 2022 for all members.

Federal regulation of financial services, primarily mortgage financing, 
continue to be a hot topic in all areas of real estate. From the B20 
Guideline implemented by the Office of the Superintendent of Financial 
Institutions, to changes to the Stress Test, to changes in the debt service 
requirements set by CMHC. federal agencies attempt to manage issues 
in housing affordability. Principle 4 of B20 specifically addresses the 
valuation of Real Estate and Appraising. B20 includes in one of the 
principles the valuation of real estate and appraising.  
Within Principle 4 it states:

"The valuation process can include various methods such as on-site 
inspections, third-party appraisals and/or automated valuation tools."

On-site inspection
In general, Federally-Regulated Financial Institutions (FRFIs) 
should conduct an on-site inspection on the underlying property, 
to be performed by either a qualified employee or an appraiser, 
depending on the nature of the property or transaction. Beyond 
the valuation of the property, an on-site property inspection is 
beneficial in the process of validating the occupancy, condition 
and, ultimately, the existence of the property.

Third-party appraisal
FRFIs that use third-party appraisers should ensure that appraisals 
are prepared with the appropriate professional appraisal skill and 
diligence, and that appraisers are designated, licensed or certified, 
and meet qualification standards. As well, these appraisers should 
be independent from the mortgage acquisition, loan processing 
and loan decision process.

Automated valuation tools
Where FRFIs use automated valuation tools, processes should be 
established to monitor their on-going effectiveness in representing 
the market value of the property. Controls should also be in  
place to ensure that the tools are being used appropriately by 
lending officers.
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In general, FRFIs should not rely on any single method for property 
valuation. FRFIs should maintain and implement a framework for 
critically reviewing and, where appropriate, effectively challenging the 
assumptions and methodologies underlying valuations and property 
appraisals. FRFIs should undertake a more comprehensive and prudent 
approach to collateral valuation for higher-risk transactions. Such 
transactions include, for example, residential mortgage loans with a 
relatively high LTV ratio, loans for illiquid properties, and loans in 
markets that have experienced rapid property price increases, which 
generate more uncertainty about the accuracy and stability of 
property valuations. 
https://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/b20_dft.aspx#2.4.1

With housing affordability being a key issue across the country it is clear 
that local, provincial, and federal governments and regulatory bodies will 
continue to implement policies and take initiatives which will have a 
direct affect on all aspects of the Real Estate Transaction.  

Know Your Client (KYC)
With government regulation continuing to affect the ability of many 
Canadians to obtain mortgage financing from federally regulated 
institutions, mortgage borrowers are looking at various alternatives for 
financing which mortgage brokers can provide. From a multitude of 
lenders which include “A Lenders”, “B Lenders”, Mortgage Investment 
Corporations (MIC’s) and many other private lenders, clients not meeting 
the traditional lending guidelines can obtain financing to purchase or 
refinance their homes. Prospective borrowers can have varied risk 
profiles and mortgage brokers can assist many of them by matching 
them with lenders that are willing to take on that risk.

Through the Broker, lenders carefully assess the risk by following the 
Know Your Client principle. Specific risks are identified and mitigated 
with higher interest rates, fees, and security or collateral to name a few. 
Significant equity in a property can put the lender at ease knowing that 
if they were to realize on that security their loan would be paid in full or 
close to it. In these cases, there is a greater reliance on the valuation  
and the appraised value. Also, it is not uncommon for these borrowers  
to be presented to several lenders to see if they meet the lender’s risk 
appetite. Given the large number of lenders in the mortgage space the 
appraiser must not only know who their client(s) and intended users are 
but also know the associated risk.    

  

SECTION 5
WHAT STAKEHOLDERS  
ARE SAYING

“Truth is like poetry. And most people f***ing hate poetry”  
– The Big Short

We have spent a great deal of time working with all appraisal industry 
stakeholders as well as other groups in in the Real Estate Industry, and as 
such, have strong connections and working relationships. From training 
sessions to discussions regarding specific issues and topics we can  
reach out to most stakeholders when needed. So, when we wanted to 
get a better understanding of where valuation and appraising is going 
post-COVID, we naturally contacted those that have a vested interest in 
Real Property Appraising and Valuation.

The topics outlined below are an accumulation of the conversations we 
had and the common themes and opinions. There were conflicting and 
differing comments, but for the most part, those that were interviewed 
have a similar vision as to where the appraisal industry and property 
valuation is headed.

The comments below in quotations are from the individuals interviewed 
and will likely create dialogue, debate, and disagreement but the purpose 
of this report is to simply state what stakeholders are saying. In a separate 
report we will look at these topics and prepare a response which will 
include recommendations and response from the Association.  

“COVID has been an Accelerator”
There is no better place to start than what can be expected post pandemic. 
One of the biggest changes we saw from the COVID-19 pandemic was 
the acceptance by banks and mortgage lenders of “modified fulls” as 
they have been coined. Although there were obvious risks in acquiring 
pictures and other pertinent information from the homeowner, it is 
widely believed that they are here to stay. As one stakeholder stated, 
“There is an opportunity for modified fulls.”
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Along with AVM’s and Appraiser Assisted AVM’s (AAVM’s) there are 
numerous companies, websites and apps that claim that they can give 
homeowners an immediate valuation for little or no cost. One appraiser 
told us that he took a few recent appraisal reports and ran them through 
several of these websites and the values given were close to what he had 
determined in his appraisal report.

The fact that these websites, apps etc. are even remotely accurate 
should not be a concern and should be expected. The more interesting 
aspect of these tools are homeowner expectations. We will touch on  
this later however here is some food for thought; it's not a stretch to  
say that more and more of our waking lives are spent on our phones.  
If a homeowner or a prospective homeowner can immediately get 
several values through websites and apps, and these values are similar, 
how does it makes sense to them that before they can get a mortgage 
approval an appraiser has to go out and view the house and property? 
Then prepare a report that can take days and/or weeks, and costs them  
a few hundred dollars. This point came up numerous times in our 
conversations; mortgage borrowers are saying, “What do you need an 
appraisal for, I can get the value right now.” We must remember that 
although there are logical and technical answers to their questions, these 
are typically younger borrowers that are clients and, as such, banks and 
mortgage lenders must do what it takes to attain and retain them. As 
one lender stated with respect to the future of valuation “Applications 
like Honest Door are putting the ability to obtain a value in the hands of 
the homeowner.”

During every stakeholder conversation the development of valuation 
tools was mentioned. There are a multitude of companies that are 
developing real estate valuation tools. If banks and mortgage lenders  
can obtain a reliable value quicker and cheaper, it’s easy to predict the 
direction they are going to follow. Stakeholders told us emphatically  
that banks are looking for valuation alternatives: “There is continuous 
work being done on valuation methods.”

Government regulators recognize that there are different methods of 
valuing property. B20 Principle 4 is a perfect example of that.        

It was stated in one conversation that information from homeowners  
will be utilized more and that lenders are changing their opinions on 
information provided by homeowners; the “skill set for inspections is not 
necessary anymore” for most properties. Having homeowners provide 
more information including exterior photos is also being looked at.

AMC’s and other firms developed services that forwarded links or apps 
for homeowners to take photos that were time stamped as well as 
confirmation of location. The Homeowner could then upload the required 
photos and other pertinent information. The further development of these 
services is expected to continue with enhanced features and capabilities.

We also heard that some lenders don’t like “modified fulls” and there are 
“Those that think they can be utilized more particularly in markets that 
are underserviced, rural, remote etc.”  

COVID created the necessity for lenders to look at various valuation 
methods. Coming out of COVID, “What’s going to be the norm? – AVM’s 
will be utilized a lot more therefore less appraisals offered.”

“Covid, showed that they don’t always need someone to visit the 
property, visiting the property depends on the risk appetite.”

“Appraisers are a tool, not the tool”
The distinction between how stakeholders discuss the valuation of  
Real Estate and Real Property Appraising became more pronounced in 
the last few years. There have always been several methods for valuing 
real estate, but the issue has always been how accurate are each of  
the methods.

AVM’s have been around for many years but as with any model they are 
only as accurate as the data they work with. One of the major criticisms 
of AVM’s is that they cannot keep up with fluctuating real estate markets, 
particularly when they are declining. This is still the case as was 
acknowledged by a few stakeholders however one comment was that 
AVM’s now have about a “60 – 90-day lag time.”
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Banks, mortgage lenders and other participants in the mortgage lending 
process are continually looking to automate every aspect of mortgage 
lending. The Canadian financial system has lagged other countries in 
terms of FINTECH and other financial technologies, however, this is 
changing quickly as technology companies and governments tackle the 
complicated regulatory issues. "Open Banking" is a term we have been 
hearing about over the last couple of years but is gaining traction. As 
explained in a recent article in the The Financial Post (dated June 24, 2021):

“In a nutshell, open banking is a regulatory framework that would allow 
consumers to determine how to share their banking data with financial 
service providers, or move their information from one institution to 
another. The framework, which has already been adopted by the United 
Kingdom, could reduce barriers to switching that encourage customer 
loyalty and allow upstart fintech companies to compete more directly 
with incumbents…”

Simply put, Open Banking wants to put banking and other financial 
services in the hands of consumers using ever increasing technology 
options. This includes mortgages and other borrowing options. With 
more options for consumers the major banks and mortgage lenders will 
have to and are relying on technology to deliver financial services to 
consumers.  It is widely believed that given the regulatory environment 
in Canada the concept of Open Banking is a long way from coming to 
fruition however, it was reported in Advisor's Edge (August 5, 2021):

“A government working group on so-called open banking recommends 
that a regulated system for sharing personal financial data with third 
parties like robo-advisors and budgeting apps be put in place by 2023.

The report … by the Advisory Committee on Open Banking said the 
timeline is “ambitious” but that it’s important to roll out a system quickly 
because technology has outstripped regulation in a rapidly changing 
financial services industry.”

One stakeholder we spoke to stated: “With all the technology in lending 
it has hit a brick wall with appraising” thus the demand for alternative 
valuation products and systems. As one appraiser put it, “Now...they  
have choices.”

 

It is not the purpose of this report to delve into technology as we are 
certainly not qualified to adequately discuss the technical aspects of  
the changes occurring, but we can say with certainty that there are 
technological advances and tools that can replicate or complete every 
step of the traditional appraisal process. For example: “Technology can 
eliminate the need for travelling.”

The availability of different valuation models was best described by one 
individual who stated that they have a “diversified portfolio of valuation 
tools and they have mapped Canada to determine where they 
performed best.”

A number of people interviewed advised that thresholds for using AVM’s 
are changing and that lenders are using various AVM’s for an increasing 
number of mortgages and in more areas across the country. Thresholds 
can include actual mortgage amounts, LTV’s and other risk criteria. In 
other words, lenders are determining that data in a larger number of 
areas is getting more accurate and they are comfortable using this 
valuation data for an increasing number of mortgages.

It was stated numerous times that lenders are wanting more valuation 
products including AVM’s and that “AVM’s are used more and more in 
Urban areas.” With the increased use of AVM’s there are changes to the 
type of properties requiring appraisers.

With respect to the cost to lenders of utilizing AVM’s there are a number 
of points to note. It was stated that “AVM’s are getting more cost efficient” 
however another stakeholder noted that for smaller lenders and “from a 
Credit Union perspective AVM technology is expensive.” They continued 
by stating that it is still widely felt that different valuation methods have 
varying risks and “the biggest risk at this point to lenders is identifying 
problems with the valuation models.”

“Lenders behind the scenes are comparing reports provided by the 
appraiser to valuations from AVM’s and other methods to determine 
accuracy and are looking at other methods of valuation that are as 
accurate but clearly faster – In most cases this is the National Lenders.”
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We mentioned earlier that the extensive use of AVM’s by Credit Unions 
and smaller lenders is cost-prohibitive however smaller lenders,  particularly 
in the mortgage broker space, are “outsourcing underwriting to 
companies such as First Nat, they have the data, AVM’s etc.”

The availability of data to banks and mortgage lenders is enabling them 
to feel more comfortable in utilizing restricted reports; “Data is available 
for Desktop and Drivebys; they simply need another set of eyes to look at it.”

It was also noted that Data firms can provide appraisers with the same 
data that is provided to other stakeholders, and this significantly reduces 
or “takes away the time used to research” however it remains somewhat 
cost prohibitive.  

Recently, Bradford Technologies held a webinar entitled "The Story of 
Appraisal Data – The Past, The Present, and Future." During the question 
and feedback portion one appraiser who had clearly been appraising for 
many years stated, “I do not consider myself an appraiser I consider myself 
a Data Analyst.” This leads to a comment made to us, “The difficulty is 
getting appraisers to see what lies ahead with respect to data and 
client’s desire to get value as quickly as possible.”    

Risk - “the use of specific valuation tools is determined by risk 
tolerance…”
Security valuation is just one component of assessing risk for banks and 
mortgage lenders. As it has been for many years the core approach to 
assessing the risk of a potential borrower is utilizing the 5 C’s of Credit 
for which collateral is just one. 

“I enjoy doing the research”
Before starting the groundwork for this report, we were crossing paths 
with more and more data providers, so we contacted a couple of individuals 
with firms that focus on real estate and property data. During one of our 
discussions the individual recalled a conversation that he had with an 
appraiser. The appraiser was asked “what does a typical day Appraising 
look like for you?” The appraiser responded (not a direct quote), in the 
mornings I head out to do my home inspections. I generally do 2 or 3;  
I then get home and after lunch begin researching and writing the 
reports. When asked how long the research and writing the reports took, 
the appraiser indicated generally 2 – 3 hours. The appraiser was then 
asked, “If I could show you how you can reduce the time you spend 
researching and acquiring data to minutes would that help you?”  
The appraiser responded, no, I enjoy doing the research.

This is an expected response, because as appraisers we enjoy the research 
and analysis. For many individuals this is why they become appraisers.

Data was a primary topic in every conversation we had. There are a 
growing number of data sources, but many stakeholders are using the 
same or similar data and data providers. As one individual stated, “There 
are lots of data providers and they have vast array of details (data 
points).” Banks and mortgage lenders are constantly meeting with data 
suppliers which includes data from related industries; “Data from the 
insurance industry is extensive” and is readily available.

There were differing opinions and comments on the quality of data 
which included: “We are still questioning data, but it is getting better 
daily”, “There are still limitations to Data”, and “Data is more accurate 
than thought.”

Data is not only assisting in the overall value of a property but for 
specific details of a home and property. There are more and more “data 
points for interior measurements” which is leading many stakeholders  
to comment that there will be a decreasing need to have appraisers 
conduct on site inspections. Also, from the insurance and replacement 
cost data the determination of Land Value is imminent.
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These delinquency rates show two important points: the first is what we 
have all known for a long time, Canadians make their mortgage payments 
in various economic conditions; the second is that banks and other 
mortgage lenders are extremely good at mitigating risk.

The topic of risk came up frequently and it was stated time and time again 
that banks, mortgage lenders, and mortgage insurers fully understand 
their “risk spectrum” and as such “They know if they only need a drive-by 
or desktop.” Based on, a “timeline’ to get the valuation, “the covenant” of 
the borrower, and the “security piece”, ordering an appraisal report “a-la-
carte” is what they need. As one stakeholder stated, they are “fully aware 
of how much weight needs to be put on the appraisal as far as risk is 
concerned.” Part of that risk management process is a “Diversified 
portfolio of valuation tools.” They (banks, mortgage lenders and 
mortgage insurers) are “smart enough to know when to use AVM” and 
“The use of specific valuation tools is determined by risk tolerance such 
as lower LTV’s.”

With government regulation continuing to affect the ability of many 
Canadians to obtain mortgage financing from federally regulated 
institutions, borrowers are looking at various alternatives for financing 
which mortgage brokers can provide. One area where there has been 
recent growth is in the area private mortgage lenders. Mortgage 
Investment Corporations (MIC’s) and other private lenders continue to 
gain a greater foothold in mortgage lending. The mortgage borrowers 
that deal with these lenders usually do not qualify for mortgages with 
federally regulated institutions or other more “mainstream” lenders. 
People that have poor credit or are not able to confirm income are the 
usual clients for these lenders. Many of these private lenders are “Equity 
Lenders” and are primarily lending against existing equity in the home 
and not the borrowers themselves. Due to this reliance on the security 
(collateral) they are relying on the appraisal to determine how much they 
are going to lend, not if they are going to lend. There was a consensus 
among stakeholders that appraisers and appraisal reports (“Full”) will 
continue to be required for this type of lending given the risk profile of 
the borrowers.

The 5 C’s of Credit
›› Capacity

›› Character

›› Credit History

›› Capital

›› Collateral

Traditionally lenders have referred to the Collateral component as the 
“second way out”. In other words, if something goes wrong such as loss 
of job, illness, disability, or the borrower simply decides not to pay and all 
other options of recovering the outstanding funds are exhausted then 
the lender has security or collateral to fall back on.

Delinquency rates in Canada remain extremely low as recently published 
by CMHC:

Mortgage and Consumer Credit Trends: Q4 2021 Data
April 9, 2021
Our latest release of Mortgage and Consumer Credit Trends data tables 
cover the fourth quarter of 2020. Here are some key highlights from the data:

Delinquency rates edged lower across all credit types
Mortgage delinquency rates in Canada edged lower to 0.25%. This is 
the lowest level in the five years that CMHC has reported mortgage 
delinquency rates. Rates in the major CMAs were below the national 
average and have fallen to:

• 0.10% in Toronto
• 0.14% in Vancouver
• 0.20% in Montréal

Delinquency rates trended lower across all non-mortgage credit types 
compared to Q4 2019 to:

• 1.18% for credit cards (down by 44 basis points)
• 1.70% for car loans (down by 29 basis points)
• 0.55% for lines of credit (LOC) (down by 9 basis points)
• 0.15% for home equity lines of credit (HELOCs)  

(down by 2 basis points)

Mortgage holders continue to have lower delinquency rates for all other 
major credit types compared to consumers without a mortgage. That 
said, the gap between the two groups shrunk.
https://www.cmhc-schl.gc.ca/en/blog/2021/mortgage-consumer-credit-trends-q42021-data
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do to assist in getting more appraisers in areas where they need them.  
In certain areas of the country there are simply not enough appraisers to 
meet the demand. What guides this is how long it will take to get a report 
completed and in the hands of the client.

It should come as no shock when we hear that “Banks are driven by sales” 
and as such “Banks are worried about losing clients.” Borrowers have an 
array of options available to them which has led to one stakeholder 
stating “Turn-around times are at the forefront” and another saying, 
“TAT’s are what drives the banks.” Not surprising the result of this “all 
about speed” mentality is that “Customers, home-owners and banks, are 
figuring out ways to get it done faster”.

COVID-19 and the frenzied Real Estate Market that occurred in the 
height of the pandemic accelerated the demand for tighter turn around 
times. “Clients and users of the appraisal reports are looking at various 
ways in which they can obtain a valuation within the desired turn around 
times.” It was bluntly stated that the “front line is pissed off”, there are 
“not enough appraisers and not fast enough” therefore stakeholders are 
continually looking at “speed to market and technology to speed it up”; 
“If not an AVM then looking for other tech to speed it up.” One mortgage 
lender stated that they are “Doing whatever it takes to reduce one week 
+ turn around times as well other servicing models.”

The demands of todays mortgage clients have significantly changed.  
As technology is utilized for more and more of the mortgage process it  
is important that all participants of the transaction manage their role to 
meet client expectations. One of the people we interviewed stated 
“Appraisers need to understand the life of a file, this will get them to 
better understand why they get pushed”.

The appraisal process is being managed by other areas including 
mortgage brokers. “The Brokers know what lender utilizes what type  
of valuation”, “Brokers will send an application to a lender depending  
on the appraisal process.”

There is a “Call to action for technology to deliver faster reports – faster 
report delivery” is the demand and the expectation.

Restricted Reports - “Appraisers need to be willing to do  
more desktops”
An increase in requests for Restricted Reports is a direct result of 
stakeholder’s assessment of the overall risk of a file. Comments included: 
“With Banks assessing risk better they are going from Fulls to desktops 
and drive-bys”; With respect to Desktops and Drivebys, “the risk has 
been assessed”; “Definitely greater focus on Desktops”; Banks look at 
portfolios and ask, “Do we need a full here or can we do with a drive-by?”

The demand for Restricted Reports by stakeholders has many 
determinants, “Everything depends on the scope of what they require.” 
Other determinants can be the area or region in which the property is 
located, whether they have credible data or not, as well as the time 
frame in which they need the valuation. There were several comments 
regarding this including: ”Urban markets will see a shift to AVM’s, Drive-
bys, Desktops”; “With desktops and Drivebys they simply need validation, 
they have credible data.”

Does this mean the end for “Full-Appraisals”? Absolutely not, although it 
is expected that the “Market size for Fulls will dwindle”, “When markets 
go down, we expect that there will be a greater demand for Fulls.” There 
was no doubt among those interviewed that” B lenders generally require 
full appraisal reports.” This also applies to most “non-A”, alternative, and 
private lenders.

All too frequently, appraisers have been pushing back on requests for 
Drive-bys and Desktops indicating that they do not have enough credible 
data and that they will have to complete an Appraisal Report (Full) 
versus a Restricted Report. Banks and other stakeholders are monitoring 
how often an appraiser pushes back; AMC’s are being asked to “report 
to the bank how often they are converted to Fulls by appraiser and 
determine if it is warranted.” “When the appraiser frequently comes back 
and says they need to do an Appraisal Report (full) they are losing the work.”

Turn Around Times (TAT’s) - “Speed becomes paramount in a sales 
driven environment”
This is a major factor in determining the direction of Real Estate Valuation 
including appraising. For at least two years (before COVID-19) we have 
been hearing from AMC’s, Banks, Mortgage Lenders, and other 
stakeholders that there are not enough appraisers. We have been 
approached by many stakeholders asking if there is anything they can  
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to assist with properties where there is little or inconsistent data, as well 
as the need to provide added support with restricted reports. Properties 
that are considered complex or unique require a more in-depth analysis.

Appraisers are already seeing requests for more complex properties, and 
this will only increase. In interview after interview this was made abundantly 
clear with comments such as: “Cookie Cutters becoming less and less”, 
“Appraisers will be used for unique properties”, “Always need appraisers 
but in a different realm”, “Will always be needed for unique properties”, 
“Already see the changes happening with the types of properties 
requiring appraisers.”

The end users of appraisal reports strongly believe that they know if a 
property is unique or more complex, “Basically, a full appraisal means 
they have failed the AVM” or in other words there is not enough data. 
“The lenders know when a property is unique”, “When they need a full it 
is because they don’t have enough data and it is something unique”, and 
“As sales data becomes more and more available things will explode 
unless the property is unique, valuations will be accomplished using all tools.”

What is concerning stakeholders is that many appraisers are rejecting 
the appraisal requests that are more complex and, as such, require more 
time. This led to statements like: “White Elephants – Appraisers don’t 
want to do them”, “Appraisers are running away from complexities”, “Not 
doing appraisals for claims because they are afraid of being hauled into 
court, they simply want to get in, do the report, and get out”, “Appraisers 
are not comfortable with the more complex properties”, “Appraisers are 
being issued more complex properties and it drives the AMC’s crazy that 
a larger number of orders are being rejected”, “Appraisers definitely fail 
to see where the industry is going”, “Can’t get appraisers to love the 
problem; (they) don’t want to take on the more difficult tasks; they can’t 
support the value so refuse it.”
“Appraisers need to change accordingly for unique property/properties.”

“The use of appraisers will be very area focused”
As was mentioned above end users of appraisal reports are looking at 
different valuation tools depending on the availability of data. It was 
frequently stated that significant and accurate data is available for urban 
areas. We heard comments such as: “AVM’s are used more and more in 
Urban areas” and “Urban markets will see a shift to AVM, Driveby, Desktop.”

A common concern is the lack of appraisers where they are most needed; 
several stakeholders addressed this saying, “Where we have appraisers is 
not where we need them”, “Most major and medium Centre’s is where 
the bulk of the appraisers are”, “Not enough appraisers to service the 
markets where appraisers are needed” and “…covid and appraiser shortage 
is accelerating the use of other valuation tools.” This perceived shortage 
of appraisers led one stakeholder to state that the “Shortage of appraisers 
has forced lenders to look at alternative valuation methods.”

Rural areas were also specifically addressed; it’s “Challenging with rural 
guys…lenders will look for alternatives” and “Unprecedented volumes in 
rural and remote areas and finding that we are losing coverage in these 
areas due to age and getting out of the business” were just a couple of 
comments made.

Mobility of appraisers and candidates was also touched upon and has 
been observed that “No one will look at moving to areas where there will 
be work” and there is a “refusal of Candidates to move where the work 
is.” This also led to conversations on local area (Geographic) competency; 
several stakeholders commented that “Geographic competency needs  
to be looked at” and one stated “Geographic competency is changing, 
for the most part people can sign off in various areas in the country.” 
Stakeholders are looking at alternatives to all aspects of valuation 
including the lack of appraisers in specific areas and the subsequent 
local area knowledge, one individual predicted that we should “Expect 
geographic knowledge from other sources than just the appraiser” to  
be utilized by end users.  

Unique and Complex Properties – “Appraisers will always be needed”
The good news is that every individual we spoke with stated that there 
will always be a need for appraisers, however the type of work they are 
and will be needed for has significantly changed. As data and other 
valuation tools allow end users of appraisals the ability to get immediate 
and perceived accurate valuations, there remains the need for appraisers 
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• Updating the Portal - Throughout the process, we ask that you continue 
to update the portal with any delays or issues that may occur 
(obtaining pictures, access, etc). The more you update the portal, the 
more our clients will be informed, and the less we’ll have to contact you!

• Estimated time of report delivery adherence – While we appreciate 
Appraisers providing the ‘estimated time of report delivery’ on-site, we 
encourage you to set realistic expectations and adhere to these 
estimated times. It’s important to remember our clients use your 
estimated time of report delivery to set expectations with their customers.

Poor communication has stakeholders stating, “If the appraiser thinks  
they need a Full tell the bank why”, “There needs to be better 
communication about pricing and turn around times”, and “Appraisers 
are terrible at communicating even with today’s methods of 
communication.”

We spoke with a Regional Executive from a major Mortgage Brokerage 
who, in preparation for the interview, canvassed several brokers in their 
network. “A survey of agents showed the following concerns: Frustrations 
dealing with “3rd parties” (AMC’s), Fee adjustments after the appraisal 
was ordered, Slow Turn around times, Gaps in Communication.”

The last comment we will mention regarding communication and 
customer service is one that would certainly cause discontent with 
stakeholders, appraisers frequently “Over promise and under deliver.”

Quality - “No pride in the report”
Quality of reports has been an industry issue for many years but is a 
growing concern of stakeholders. The widely held idea that “no one 
reads the report except looking at the pictures and the final value” is no 
longer a reality. Banks and mortgage lenders have experienced reviewers 
that are holding AMC’s and appraisers accountable for reports. The most 
common issue with reports pointed out by several stakeholders is 
“Carelessness in reports - cutting and pasting, using templates that  
have information from previous reports.” This carelessness led one 
stakeholder to say that there is “No pride in the report.”
 

Another concern of several stakeholders is that many appraisers do not 
have the knowledge or skills to handle the more unique and complex 
properties, the “Skill set needs to get better because the product will 
get harder.”

A conversation about appraisers taking on complex and time-consuming 
assignments must include fees. We did not bring this issue up for this 
report as it was an opportunity for stakeholders to inform us as to where 
they see the industry going, however several comments were made 
regarding fees: there is “Non-standard costing for complex homes”, 
“Lenders and AMC’s will pay more for specialized and unique properties”, 
and “They know these properties are unique and are willing to pay.”

“Triage”
How various valuation tools will be utilized was discussed many times 
and several terms were used to describe the process. “Triage” and 
“Cascading” were terms used frequently. One stakeholder indicated that 
they use a “Valuation Matrix” which determines the valuation tool to be 
utilized and is based on data and risk. Another stated that “There is a 
system in place that selects which valuation tool should be utilized.”  
“The AMC’s and other valuation firms will determine how the value is to  
be obtained ie. AVM, Desktop, visit property etc.” The “full” appraisal 
report is the last option, and the process is “Cascading into the full.”

Customer service, communication and the client experience - “The 
better we do for the clients the better off we will be”
We have mentioned that we will not be responding as an association in 
this report to comments made by stakeholders, but we will say that 
communication is a two-way street and one of the biggest gaps in the 
appraisal process is consistent and adequate communication between all 
parties in the appraisal process. We will go into this topic in-depth in our 
response and recommendations, and this will be a key topic. However, a 
couple of points should be noted when it comes to communication. A 
recent announcement from NAS regarding communication highlighted 
issues pointed out by several stakeholders, which include:
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SECTION 6
FINAL THOUGHTS

Coming out of the COVID-19 pandemic we are entering unchartered 
waters with respect to real estate in Canada. The pandemic changed 
how realtors, bankers, mortgage brokers, appraisers, and other 
stakeholders interact with clients and homeowners. Limited interaction 
with borrowers and homeowners has resulted in greater reliance on 
developing technology. With increased usage of these technologies 
expectations have changed with respect to how the valuation process is 
completed and how fast it should be completed. Stakeholders have told 
us that turn-around times are a driving force in how a valuation is 
obtained. Banks, insurers, and other mortgage lenders have a thorough 
and robust Risk Analysis and thus use this to also determine what 
valuation tool they need.

The purpose of this report was to speak with stakeholders and get their 
take on the future of Real Estate Valuation and Appraising. The individuals 
we spoke with were open, honest, and in many cases blunt as to where 
they feel valuation is going, where appraisers fit, and what they are 
finding as they currently work with appraisers. We also spoke with 
several appraisers both CNAREA and AIC members.

We want to thank all the individuals that took the time to talk to us.  
We can honestly state that everyone we spoke with truly cares about 
Real Estate valuation and the role of appraisers going forward.    

As we produce this report, we are carefully reviewing the information 
provided by stakeholders and will be preparing our take on what was 
revealed to us and how we can utilize this information to better CNAREA 
members. We will be reporting to members and stakeholders our 
responses, recommendations, and our path forward. This second  
report will be completed and distributed early 2022.

The other quality issue that we have heard for quite sometime is the lack 
of explanations for statements and conclusions in reports. The lack of 
explanations leads to the need for clarification and as such “Increases 
turn around times that can affect the deal.”

Appraisers can expect an increase in questions and requests for 
clarification from banks, insurers, other mortgage lenders and should be 
prepared to respond promptly. A report with fewer mistakes and 
ambiguities can prevent these conversations from occurring and ensure 
the completion of the transaction in a timely manner.      

Requests for more information can also occur after the mortgage has 
been funded. As part of the B20 Guidelines, federally regulated banks 
and mortgage lenders continuously review their mortgage portfolios and 
part of that review is looking at the appraisal report. As such, appraisers 
must be able answer and address questions and concerns after the 
report has been submitted, and the mortgage has been funded.    

Associations - “Associations need to keep appraisers engaged”
Several comments were made regarding the associations in Canada and 
ranged from general in nature to specific points. In general, several 
stakeholders said similar comments that included “Associations have to 
be adaptable”, “Don’t be a roadblock”, and “Need to be flexible.” On 
specific issues stakeholders stated, “Associations need to keep 
appraisers engaged”, “They need to better understand B lenders”, 
“Geographic competency needs to be looked at”, and “The appraisal 
standards are not keeping up.”
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