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About TEGoVA 

The European Group of Valuers’ Associations (TEGoVA) is the European organisation of 60 national 
associations of valuers or valuation companies from 33 countries, uniting 70.000 valuation 
professionals, either self-employed or working for property consultancies, private and public sector 
companies, investment funds, banks and government departments. It sets European standards for 
valuation practice, education and qualification as well as for ethics for valuers through its European 
Valuation Standards (EVS), Minimum Educational Requirements and Recognised European Valuer 
qualification. www.tegova.org 

 

1. Market Value   

1.1 Article 4 paragraph 76 of Regulation (EU) No 575/2013 of The European Parliament and of the 
Council of 26 June 2013 on prudential requirements for credit institutions and investment 
firms and amending Regulation (EU) No 648/2012 sets out the following definition of market 
value:   

“The  estimated amount  for which the property should exchange on the date of valuation 
between a willing buyer and a willing seller in an arm’s length transaction after proper 
marketing wherein the parties had each acted knowledgeably, prudently and without 
being under compulsion.” 

 

2. Interpretation  

TEGoVA recommends that in accordance with its European Valuation Standards the above definition 
should be interpreted as follows:  

2.1  “The estimated amount …” This refers to a price expressed in terms of money payable for the 
property in an arm’s length market transaction.  Market Value is measured as the most 
probable price reasonably obtainable in the market at the date of valuation in keeping with the 
Market Value definition.  It is the best price reasonably obtainable by the seller and the most 
advantageous price reasonably obtainable by the buyer. This estimate specifically excludes an 
estimated price inflated or deflated by any special terms or circumstances (such as financing) 
which are not typical, sale and  leaseback  arrangements,  special  considerations  or 
concessions granted  by  anyone  associated with the sale, or any elements of Special Value. 
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2.2 “… the property…”  This is where the property itself with its legal, physical, economic and other 
attributes is to be analysed with all its actual opportunities and difficulties. Valuers  must  take  
due  regard  where  the  purchase  price  of  any  property  includes  items  additional  to  the  
property  itself,  whether  fittings,  personal  goods,  incentives for the purchase or other 
matters. The market value of a property reflects the full potential of that property so far as it is 
recognised by the market place. It may thus take account of the possible uses of the property 
that may be unlocked by changes affecting it, whether new development control permissions, 
relevant infrastructure, market developments or other possibilities. Thus the market value may 
reflect “Hope Value” which is an uplift in value which the market is willing to pay in its 
judgment of the hope of a higher value use or development opportunity being achievable than 
is currently permitted under development control, existing infrastructure constraints or other 
limitations currently in place.    

2.3 “… should exchange …” It is an estimated amount rather than a predetermined or actual sale 
price.    It  is  the  price  at  which  the  market  expects  a  transaction  to  be  completed on the 
valuation date that meets all the other elements of the Market Value  definition. The use of 
“should” conveys that sense of reasonable expectation.  The valuer must not make unrealistic 
assumptions about market conditions or assume a level of Market Value above that which is 
reasonably obtainable. 

2.4 “… on the date of valuation  …”  This requires that the estimated Market Value be time-specific 
to a given date which is normally the date on which the hypothetical sale is deemed to take 
place and is usually, therefore, different from the date the valuation  is actually prepared. As 
markets and market conditions may change, the estimated value may be incorrect or 
inappropriate at another time. The valuation amount will reflect the actual market state and 
circumstances at the effective valuation date, not at a past or future date.  The definition also 
assumes simultaneous exchange and completion of the contract for sale without any variation 
in price that might otherwise be made in a market value transaction. Market Value  is  quite  
expressly  not  an  assessment  of  value  over  the  longer  term but only at the time of the 
hypothetical transaction.  

2.5 “… between a willing buyer …” This assumes a hypothetical buyer, not the actual purchaser.  
That person is motivated, but not compelled, to buy.  This buyer is neither over-eager to buy 
nor determined to buy at any price. This buyer is also one who purchases in accordance with 
the realities of the current market and with current market expectations, rather than on an 
imaginary or hypothetical market, which cannot be demonstrated or anticipated to exist. The 
assumed buyer is assumed to be a practical man of business would not pay a higher price than 
that which the market requires him to pay but cannot be presumed to be reluctant or 
unwilling.  The present owner of the property is included among those who constitute the 
market.    

2.6 “… and a willing seller …”  Again, this is a hypothetical seller, rather than the  actual owner and 
is to be assumed to be neither an over-eager nor a forced seller who is prepared to sell at any 
price, nor one prepared to hold out for a price not considered reasonable in the current 
market. The willing seller is motivated to sell the property at market terms for the best price 
obtainable in the open market after proper marketing, whatever that price might be. The 
factual circumstances of the actual owner are not part of this consideration because the 
‘willing seller’ is a hypothetical owner.  
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2.7 Thus, while the property to be valued is to be valued as it is in the real world, the assumed 
buyer and seller are hypothetical parties, albeit acting in current market conditions.  The 
requirement that they both be willing to make the transaction creates the tension between 
them in which Market Value can be assessed. 

2.8 Market Value is thus independent of and uninfluenced by the objectives of the client 
instructing the valuation. 

2.9 “… in an arm’s length transaction …”   An arm’s length transaction is one  between  parties  
who  do  not  have  a  particular  or  special  relationship  (for  example,  parent and subsidiary 
companies, or landlord and tenant) which may make the price uncharacteristic of the market 
or make it inflated, because of an element of special  value.  The Market Value transaction is 
presumed to be between unrelated parties, each acting independently. 

2.10 “… after proper marketing …”  The property would be exposed to the market in the  most 
appropriate manner to effect its disposal at the best price reasonably achievable  in  
accordance  with  the  Market  Value  definition.   The length of exposure may vary with market 
conditions, but must be sufficient to allow the property to be brought to the attention of an 
adequate number of potential purchasers.  The exposure period occurs prior to the date of 
valuation. These factors, testing the general range of bidders that may come forward, should 
(subject to the market conditions that anyway frame the market value) bring out the qualities 
required of the hypothetical buyer. 

2.11 “… wherein the parties had each acted knowledgeably ...” This presumes that both the willing 
buyer and willing seller are reasonably well informed about the nature  and characteristics of 
the property, its actual and potential uses, and the state of the  market at the date of 
valuation. The parties will thus appraise what might reasonably be foreseen as at that date.  In 
particular, the hypothetical buyer may be better informed for this assessment than some or all 
of the real bidders.  This does not just involve knowledge of the property but also of the 
market and therefore the evidence (including such comparables as may be available) on which 
to judge the value of the property. 

2.12 “… prudently …” Each party is presumed to act in their own self-interest with that knowledge, 
and prudently to seek the best price for their respective positions in the transaction.  Prudence 
is assessed by referring to the state of the market at the date of valuation, not with the benefit 
of hindsight at some later date.  It is not necessarily imprudent for a seller to sell property in a 
market with falling prices which are lower than previous market levels.  In such cases, as for 
other purchase and sale situations in markets with changing prices, the prudent buyer or seller 
will act in accordance with the best market information available at the time. 

2.13 “… and without compulsion …” This establishes that each party is motivated to undertake the 
transaction, but is neither forced nor unduly coerced to complete. 

To access EVS: Download the Blue Book  

We would be delighted to discuss any of the above in more detail if that would be helpful. Please 
contact Michael MacBrien at TEGoVA (info@tegova.org +32 2 503 32 34) in the first instance. 
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