How Good Are
Zillow’s Estimates?
Popular Home-Price Web Site

Often Gets It Right but Can Be
Way Off the Mark, We Find

By JAMES R. HAGERTY

N THE YEAR SINCE its launch, Zillow Inc. has
made millions of Americans familiar with

computer-generated estimates of home val- -

ues; created anew online addiction and become a
staple of dinner-party chatter.

But justhow accurate is it? A Wall Street Jour-
nal analysis of 1,000 recent home sales shows
. that Zillow’s “Zestimates” often are very good,
frequently within a few percentage points of the
actual price paid. But when Zillow is bad, it can
be terrible—off the mark by more than 25% on
one in 10 homes In one case it was off by $2 mil-
lion.

Zillow, based in Seatt]e, operates a Web 31te
that offers free estimates and other orline tools
for real-estate buyers and sellers. It draws reve-
nue from online advertising.

The Journal locked at transaction prices re-
corded for 1,000 recent home sales in seven

. states, using data from First American Real Es- |

. tate Solutions, a data prov1der in Santa Ana, Ca-
lif,, and compared those prices with Zillow esti-
mates, which didn’t yet reflect the sales, The me-

dian difference between the Zillow estimate and |-

the actual price was 7.8%. (That was close to-the
7.2% median “margin of error” reported by Zil-
low itself on all transactions invelving homes
whose value it has estimated.)

The estimates were about equally split be-
tween ones that were too high and those below
. the mark.

Zillow came within 5% of the price in a third of
the transactions studied by The Journal, It was

more than 25% off target on 11% of them. In 34 of

- the 1,000 transactions, Zillow was off by more

than 50%. .

Zillow had estimated that a four-bedroom,
7600-square-foot home in Fall City, Wash., was
valued at $661,756. The home, built 1ast year, sold

visit the property, youw’re never going to know"
that it’s in an exclusive, gated part of the neigh-
borhood,” says Maria Danieli, who represented
the sellers Ms. Danieli says lelow may be fine
for “cookie-cutter” neighborhoods but “they
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As a Major Private-

Individuals Face

By ELEANOR LAISE

NE OF THE HOTTEST
- stock offerings of the
past year appears to
give smallinvestors a
backdoor. way into
hedge funds. But there may be
better—if costlier—options for
those who hope to diversify

‘their portfolios.

Last week, Fortress Invest-
ment Group LLC, which manages

- hedge funds and private-equity

funds, made its debut on the New
York Stock. Exchange, allowing
anybody with abrokerage account
to share in the fortunes of a com-

" pany that manages money for the

ultra-rich. Many industry experts
expect similar offerings to follow,
On Friday, its first day of tra
stock closed at $31, nearly 70% abo
fering price. Yesterday, the stock cl
Fortress investors, of course,

“ piece of a money-management co.
" in early January for $2.7 million, “If you don’t’ |-

offering is one of many recent si;

"and private-equity funds, once
‘wealthy investors, are seeping i

stream. Fund companies such as

_Group Inc. and Old Mutual Asset ]

unit of Old Mutual PLC, are unve
that nuch the, mvestment strat

High-Tech Breakups Are: Quwk :
But Inflict a Special Pain;
Getting Even on Lhateher.com

recalls the days when people used to say:.

R EBEKKA OLSEN is just 26 years old, but she

person.”

_ That is why, when things-

MOVING  weren’t working out recently

ON with a man she was dating, she

By Jeffrey assumed it required one of
| Zaslow those uncomfortable. face-to-

face talks. Before she could ar-

rangeit, however, the man sent

her a cellphone text message: “Chek yr email.”
So:she did. His email read: “This is getting too
serious. I think we should stop seemg eachother.

. .mances. often ended in.one final -
v “This is not a conversation to hold on the
phone. This is somethmg we’ll need to discussin ¥ i

its notu .

If we could still be friends, it

would make me real happy.”... .. |

.Floored by the fact that she
was. being dumped by email,
Ms. Olsen ignored him. A few
hourslater, he sent-another text

- message: “chk yr email yet?”

- There was a time when ro--

former beaul even sklmped on
the vowels—is common and con--

. cerning.- Almost one in 10 cell=:

phone users age 18 to 34 have
“texted” someone out of their.
romantic lives, according to a -
survey released this week by:
Virgin Mobile USA. That stat "
doesn’t -even include emailed
kiss-offs. -
Yes, the lack of face_-to-face

GETTING GOING
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Yield Chase: Boost Income
By Slashing Investment Cost

the above strategies is most attrac-
tive. But here’s what puzzles me:
There are all these cheap ways to
buy bonds—and yet huge sums sit
in high-cost alternatives.

Consider U.S. high-quality tax- -
able-bond funds. Over half charge
expenses of 1% a year or more—and

these funds account
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can’t. compute” the values of
the hixury -homes she ‘sells.
| - Zillow executives acknowl-

| edge that the-estimates’can be: -
way off in. some cases. The estj-
mate “isa starting point”. for -
people trying to figure outhow™
much a home should cost,’says -
-Amy Bohutinsky a spokes-
woman for the company “We
doi’t recommend itasthe ﬁnal
-word.”

-Sometimes the -estimates
take biglurchesin brief penods
as Zillow’s computer analyzes
the latest home-sales data, up-
dated weekly. “My- God!”: said
- Jonathan Miller after he looked
up his own.house in Darien,
Conn., on Zillow last week: “My .
value has dropped 25% in'six. -
months. There’s no way—that
| would be the market co
|'ing!” Zillow has the -
pegged at $1,442,851,

propnetary computer
program that -takes -into”.ac-
count ‘sale prices for nearby

ble, the'size and other physical
says, but he argues that the esti-

mates are hit or miss. He 8!
gests that Zillow should.p
duce only an estimated p A'e
range rather than an exact fig
ure: “When you go down to
$1 level, you're implying prect
sion.” Ms. Bohutinsky, the Zil
low spokeswomarn, notes .

| Zillow produces both a rang
and a precise éstimate and say:
users like both. :
Zillow also missed the £
get for Josh Benton, a manage
ment -consultant at K
Salmon Associates in Atlan
He sold a home last fal

-sales history and tax-assess-
nient’ ~ data, says -Stan

data and analytics.
Zillow’ tends to work best
. for midrange homes in areas
where there are'a lot of compa-
" rable houses, he says. It is less
accurate forlow- and high-end
homes because there are fewer
of those and thus less data avail-
able from comparable sales,
known as “comips.” Values of ru-
ral homes: are hard to gauge for
_ thesa eason. Partly for that
s 0, none of the Web sites
El Cerrito, Calif.
B Zillow

estimate:
. $544,361

Sold for

Homes that appear compara-

attributes of the home, its past .

e presrdent of -

can offer 100% coverage of U.S.

" homes; Zillow says it has esti-"
o' . mates on about 57% of - all
:'homes

‘Even where there are nu-
merous apparent “coimps,”

. computer programs. like Zil-. -
-low’s can stumble. when vital
- . information i is missing. Data
fed into the’ computer, forin-

stance, may not reflect the

~ fact that ahouse hasjust been
remodeled, destroyed by fire.
or put mto foreclosure Re-

?ported ‘prices can be misledd-
ing, too.  Sometimes’ homes

are sold between famlly mem-

bers for a token price, or sell-

such as help with closmg
costs, that aren’t reflected in
the recorded price.

Zillow isn’t the only site of-
‘fering such free estimates. Oth-
ers include RealEstate.com, Re-

- alEstateABC.com and Reply.

com, But Zillow’s site gets more
traffic than those rivals. All of
these sites appear to have over-
estimated the value of a house
on Olivant Street in a tough
area of P1ttsburgh that sold for
$700 last year in an auction of
foreclosed homes. As of. early

- this month, Zillow estimated
- the value at about $33,000, Re-
© alEstate.com at $57000 Reply.

com at $69,000 and RealEstate-
ABC.com at $86,000. Several
nearby houses are abandoned
or boarded up, blighting the
block—something computer
models don’t take into account.
Zillow lets users try to cor-
rect for things computers
might miss. For instance, peo-
ple canuse Zillow’s “my estima-

Northbrook, fil.
® Zillow estimate;
$450,565
-m Sld for:
$970,000
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‘ _‘tor” tool to account for the
. value. of stémodeling or to
ehoose what they regard as the -

: most relevant “comps,” screen-

ing out those that aren’t rea]ly
similar homes.
- Making estlmates is partlcu-

“larly dlffrcult in.some areas.
. Somie states; mcIudmg Texas, ‘
vdon’t prov1de pubhc records

showmg housmg transaction

prices. To improve its perform-
—ance -in Texas, Zillow last

month began tapping sales

data from multiple-listing ser-
~ Vices, databases ofpropertyfor
“sale’ ‘through real state bro-
- kers,
-ers.offer incentives to buyers,

N ewYork Cityalso 1s"a diffi-
cult areafor Zillowand other es-

timate providers because of the .-

large number of cooperative
buildings. Tax assessments are
made on the co-op bulldmgs
rather thanindividual units, re-
moving one indicator of value.
And there isless publicinforma-
tion on such things as square
footage inindividual homes, Zil-
low says, though the company
is finding alternative sources
for such data.

Real-estate agents and ap-
praisers tend to sneer at Web
site valuations and insist that
consumers still need their local
expertise to get a true idea of
values. Masood: Samereie, an
agent at Century 21 Hartford
Properties in San Francisco,
says one of his clients last year
lost his chance to buy an attrac-
tive’home because, relying on
Zillow, he made an unrealisti-

.cally low offer.

—Alison Van Camp
contributed to this article.




