A House Price Index Based on the SPAR Method

Abstract

The Sale Price Appraisal Ratio (SPAR) method to construct house price indexes makes use of the ratios of transaction prices and previous appraisal values. It has been applied in New Zealand, Sweden and Denmark. This paper describes the SPAR method, compares it with repeat sales and hedonic methods and assesses the reliability of appraisal values in the Netherlands. Empirical results covering a ten-year period are also presented. Since the SPAR method performs well compared with the more traditional methods, government agencies elsewhere might consider it when developing house price indexes, provided that reliable appraisals are available.
