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The Buyer Segmentation Principle  
for Residential Real Estate Valuation 

 

Definition 

Residential real estate markets that contain materially diƯerent buyer cohorts must not 
aggregate those buyers into a single valuation cohort for analytical or valuation purposes 
when determining fair market value, property taxation, or insurance justification. 

 

Statement of Principle 

When buyer cohorts diƯer materially in capital structure, purchasing motive, price 
sensitivity, market power, and holding intent, aggregation of their transactions into a single 
comparable set produces structurally distorted valuations that are not statistically or 
economically supported. 

Such aggregation results in outputs that do not reflect the economic reality faced by owner-
occupant households and therefore cannot be considered representative of a fair or 
neutral residential market. 

 

Application to Current Market Conditions 

In the contemporary residential real estate market, at least two distinct buyer cohorts 
exist: 

1. Owner-Occupant Buyers 

o Purchase primarily for shelter and residency 

o Constrained by personal income, mortgage underwriting, and interest rates 

o Highly price-sensitive 

o Limited market power 

o Long-term occupancy intent 



The Buyer Segmentation Principle for Residential Real Estate Valuation™ 
By Jennifer A. HoƯman 

 
 

2 | P a g e  
Copyright© 2026 by Jennifer A. HoƯman  All Rights Reserved. 
Contact via form at this link 

These buyers are seeking a residence, have limited financial means, are price conscious 
and interest rate sensitive, and generally seek financing to purchase a home. Their ability to 
purchase is dependent on considerations that include debt ratios, underwriting decisions, 
and aƯordability. These are traditional home buyers. 

 

2. Institutional and Investor Buyers 

o Purchase primarily for yield, portfolio allocation, or asset appreciation 

o Capitalized through pooled funds, leverage instruments, or cash reserves 

o Less price-sensitive or have no price sensitivity 

o Disproportionate market power and speed advantage 

o Non-occupancy or short-to-medium holding intent 

These home buyers are price insensitive, have access to capital pools far exceeding those 
of owner-occupant buyers, often pay cash, and are not dependent on traditional mortgage 
closing cycles or review processes.  

This cohort’s entry into the single family home market was unremarkable prior to 2020 and 
unprecedented afterwards, in both scale and frequency.  

Valuations based on their purchasing actions represent a deviation from historical norms 
and have materially altered the real estate valuation market. This shift has produced  
statistical deviations from pricing norms and resulted in irregular, untrustworthy, and 
analytically non-relevant  figures. 

Because these two cohorts have fundamentally diƯerent demographics and  operate under 
fundamentally diƯerent economic constraints, their transactions do not represent 
equivalent market signals.  

Therefore, aggregating them in a single financial cohort for market valuation purposes is a 
violation of statistical and economic  principles and produces market valuations that are 
not statistically and economically valid, trustworthy,  or defensible. 
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Methodological Implication 

Transactions executed by institutional or investor buyers must not be used interchangeably 
with owner-occupant transactions when establishing baseline residential valuations for 
taxation, insurance premiums, or policy analysis. 

Failure to disaggregate these cohorts constitutes a category error, not a market fluctuation. 

 

Policy and Valuation Consequences 

Aggregation of dissimilar buyer cohorts: 

 artificially inflates comparable sales, 

 misrepresents true owner-occupant purchasing capacity, 

 creates upward pressure on assessed values, 

 models apparent rises in market price that are anomalous, rather than organic, 

 and is subsequently used to justify disproportionate property tax increases and 
insurance cost escalation. 

Disaggregation restores analytical validity and prevents non-representative capital activity 
from being misclassified as organic residential home  demand. 

 

Standard for Fair Valuation 

A valuation methodology is considered fit for purpose only when: 

 buyer cohorts are identified and consist of economically comparable buyers, 

 transactions are segmented accordingly, 

 and owner-occupant valuations are derived from owner-occupant-relevant data. 

The existing residential real estate valuation system tracks aggregate home sales activity 
without accounting for buyer segmentation, including material differences in financial 
capacity, purchasing constraints, and post-purchase intent.  
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The significant entry of institutional investors into the residential housing market beginning 
in 2020 introduced a statistically distinct buyer cohort whose behavior diverges both 
historically and fundamentally from that of owner-occupant households. 

Despite these material differences, institutional investor transactions were classified 
within the same “single-family home buyer” taxonomy as owner-occupant purchases. This 
aggregation introduced a category error whereby non-representative, capital-advantaged 
transactions were treated as neutral indicators of residential market value.  

The resulting distortion artificially inflated comparable sales data and propagated 
inaccurate valuation signals throughout the market. 

These distorted valuations have produced measurable financial harm to owner-occupant 
buyers, with disproportionate impact on fixed-income and elderly homeowners who lack 
the financial flexibility to absorb sudden increases in assessed value, property taxes, and 
insurance costs.  

Such valuations have been subsequently relied upon by upstream entities -- including tax 
assessors and insurance underwriters -- to justify increased property assessments and 
related costs.  

When valuation methodologies fail to disaggregate materially distinct buyer cohorts, their 
outputs cannot be considered representative of fair market conditions. 

Accordingly, residential valuation frameworks must incorporate buyer segmentation as a 
foundational methodological requirement. Valuations derived from aggregated buyer 
cohorts that ignore material differences in purchasing power and intent are not analytically 
valid and should not be relied upon for taxation, insurance, or policy determinations. 
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Framework Availability 

A defined analytical framework is available to operationalize the Buyer Segmentation 
Principle, described here,  for residential real estate valuation. The Discrete Buyer Cohort 
Model (DBCM) provides a structured methodology for classifying and analyzing 
heterogeneous buyer cohorts as discrete, non-interchangeable analytical units.  

The framework is designed for integration within valuation, assessment, and market 
analytics systems and is available for licensed use. 

For licensing inquiries or further information regarding the Discrete Buyer Cohort Model 
(DBCM), inquiries may be directed to the author, Jennifer A. Hoffman. 

 

 

Contact 

For questions regarding methodology, documentation, or analytical framework, the author 
may be contacted at: 

Jennifer A. Hoffman 
Contact:  Use the Contact Form at this link 
Website: gpsbusinessacademy.com 

Correspondence should reference the title of this abstract or the associated real estate 
valuation study to ensure proper context. 

 

Copyright and Use 

© 2026 Jennifer A. Hoffman. All rights reserved. 

This abstract and the associated analytical framework are original works. Limited 
quotation for academic, policy, or research purposes is permitted with proper attribution. 
Intentional reproduction, republication, or derivative use beyond fair quotation is strictly 
prohibited and requires prior consultation with and written authorization from the author. 


