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Three Challenges in Property Valuation

1. Valuation Uncertainty

1/3 of all valuations have estimations errors of > +/-10% (Swiss data)

Inherent to valuations Immobilienbewertungen

2. Valuation Black Box

DCF: Discount rate as biggest value driver (leverage of up to 40%)

Low transparency, especially concering risk premia

3. Valuation Lag and Long-term Trap

Valuations lag behind new market trends 

Consequences of emerging long-term developments ignored
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Effects of Climate Change on Real Estate

Überschwemmung im Mattequartier, Bern 2005; Quelle: Fotoagentur Hug, Barberêche
Erdrutsche Foto: Peter Ernst, Brienz 
Hitze im Büro: Stern.de

More floods

More land slidesMore heat waves
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Long-term Developments

Long-term developments influencing the value of real estate:

Climate change 

Rising energy prices

Demographic change 

…

Integration of sustainability aspects as solution for Valuation Lag 
and Long-term Trap? 
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Environmental Dimension:
Positive contribution to environment

Social Dimension:
Positive contribution to society

Economic Dimension:
Positive contribution to economy

Sustainable real estate from a financial perspective?

Sustainable real estate

Sustainability from a financial
perspective

1. Concept and definition? 

2. Specific sustainability criteria from a 
financial perspective?

3. How to integrate in valuation?

Minergie (CH), Breeam (UK), 
LEED (US), …

SIA 11
2/1

 (C
H), D

GNB (D
), …
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Definition: Sustainability from investor’s perspective

General definition:
A property is sustainable if it is able to deal with the consequences of long-
term developments. 

From an investor's perspective:
Sustainable real estate reduces the risk of losing value due to future 
developments (or increases the chance to gain value resp.).
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Three Steps to the Economic Sustainability Indicator ESI

1. Identification of the relevant long-term developments based on 
scientifically founded scenarios. 

2. Derive relevant property criteria in regard to sustainability
(→ sustainability criteria)

3. Operationalization of sustainability criteria (defining and codifying 
indicators, weighting and merging into sustainability indicator)



8

Sustainability Features from a Financial Point of View

Property Valuation? 

Not included at all or not sufficiently
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Property Valuation
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1. Not a new method: Supplement of DCF with the Economic 
Sustainability Indicator ESI®

2. ESI® -Indicator measures risk of losing (gaining) value due to long-
term developments. 

3. Integration of ESI® -Indicators in discount rate of DCF – as indicator 
for object risk. 

4. Separate ESI® -Indicator for multiplex apartments, office and retail 

5. Avoiding duplications: ESI® -Indicator measures risk with a focus on 
10 to 35-40 years from now (differential approach)

ESI® Property Valuation
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Practical Example: Multiplex Appartment in Central 
Switzerland (Owner: SUVA)*

1. Partial indicators

2. Coding

3. Weighting

4. ESI®-Indicator

*Bewertung durch pom+ Consulting AG
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Practical Example: Multiplex Apartment*

*Bewertung durch pom+ Consulting AG
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Practical Suitability (1)

ESI® Property Valuation was developed in 
collaboration with valuers, investors, banks, 
risk experts etc. 

Tested on approx. 200 objects of private and 
public owners

Results of Practical Tests: 

Resultats are plausible 

ESI® is easy to apply

Time: 2 hours per object

Private: Ernst Basler + 
Partner AG, Implenia/ 
Reuss Engineering, Max 
Pfister Baubüro AG, 
Swisscanto, Swiss Life 
Property Management 
AG, Versicherungs-
einrichtung FP Swissair, 
Zürcher Kantonalbank
Öffentliche: Bundesämter 
für Energie und Umwelt 
(BAFU und BFE), Stadt 
und Kanton Zürich 
Bewerterverband: 
SEK/SVIT
ETH: Lehrstuhl für 
Nachhaltiges Bauen und 
Novatlantis
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Practical Suitability (2): Software

www.qualicasa.ch

Implementation:
Today ESI is being applied to the portfolios of 
some of the largest real estate owners in 
Switzerland (insurances, fonds etc.)
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Possiblities and Limitations

1. Valuation Uncertainty

ESI® attempts to reduce Valuation Uncertainty

Valuations remain estimations with certain margin of error

2. Valuation Black Box

ESI® brings transparency to object risk in discount rate

The issue of standardisation remains (Swiss Valuation Standards)

3. Valuation Lag and Long-term Trap

Value-relevant sustainability aspects included as well as

Consequences of long-term developments for the next 35 – 40 Jahre
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Thank you!
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Festlegung Szenarien

3 Szenarien + Null-Szenario

Schätzung Eintretenswahrscheinlichkeiten

Annahme: Alle „Zukünfte“ lassen sich einem der Szenarien 
zuordnen (∑ w = 1)

Validierung Schätzungen durch Expertengruppe

Schätzung Ausmass Folgen der Szenarien

Ausmass der Risiken wird als Anteil des Immobilienwertes 
geschätzt. 

Validierung Schätzungen durch Expertengruppe
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Risikobasiertes Gewichtungsmodell: Vorgehen
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Risikobasiertes Gewichtungsmodell: Ergebnisse

Gesamteinfluss ESI-Indikator auf 
Immobilienwert

Schrittweise Multiplikation

Diskontiert, Synergien berücksichtigt

Max. Überschätzung: 14.9%

Max. Unterschätzung: 6.6%

Gewichtung der Teilindikatoren
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Risikobasiertes Gewichtungsmodell: Robust


