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Automated Valuation Model of Atypical Housing

— An Application of Buildings with Additions
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Abstract

Additions enhanced consumers’ utility with area expanding, while they also
involved higher risks of demolishment. The purpose of the study was to estimate the
effect of additions on housing price from perspectives of utility and risks. According
to the transaction cases in Taipei City, it revealed that additions enhanced utility and
had a positive effect on hosing price. As original housing area was larger, the marginal
price of additions was lower. Resulted from higher risks of demolishment, the
marginal price of additions built after 1994 was lower. The price of additions, either in
buildings or in low-price housing, was higher. Besides, considering of utility and risk,
this study found the price premium of buildings with additions at higher risks was
5.6%, and one of apartments with additions at higher risks was 1.9%. Housing
additions, increasing utility more than risks, provided an economic incentive, and that
was why housing additions occurred frequently and continually in Taipei. Finally, this
paper built an automated valuation model to develop subject properties and

comparable properties those included additions.

Keywords: housing addition, housing utility, illegal construction, risk of tearing,

automated valuation model
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