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ABSTRACT

This chapter delves into the application of Artificial Intelligence (AI) and Machine 
Learning (ML) within the field of real estate valuation, utilizing the California 
Housing Prices dataset to demonstrate practical implementations. By employing 
and contrasting various regression models, including linear Regression, decision 
trees, and ensemble methods like Random Forest and Gradient Boosting, this study 
highlights the capabilities and limitations of these approaches. The research metic-
ulously evaluates each model's performance, offering a comprehensive analysis that 
underscores the significant potential of AI and ML to enhance predictive accuracy 
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and efficiency in real estate markets. Through detailed data preprocessing, model 
application, and performance evaluation, the chapter provides valuable insights into 
the integration of sophisticated AI methodologies in the valuation process, making 
it accessible and actionable for both practitioners and researchers.

INTRODUCTION

The advent of Artificial Intelligence (AI) and Machine Learning (ML) marks a 
transformative era in real estate valuation, introducing sophisticated methodologies 
that surpass traditional approaches in complexity and effectiveness (Starr et al., 
2021). Traditionally, property valuation relied heavily on manual appraisal methods 
and simple analytical models, which often fell short of capturing the multifaceted 
nature of real estate markets. In contrast, AI and machine learning bring robust 
capabilities for handling large and complex datasets, learning intricate patterns, 
and delivering accurate predictive insights (Barja-​Martinez et al., 2021). These 
technologies automate and refine valuation processes and adapt dynamically to 
evolving market data, providing a critical advantage in real-​time decision-​making.

By applying advanced algorithms like neural networks, decision trees, and en-
semble methods, machine learning excels in processing high-​dimensional data and 
uncovering non-​linear relationships that traditional models typically overlook. This 
enhanced analytical power not only boosts the precision of property assessments 
but also deepens the understanding of the variables influencing market values. 
Consequently, these insights reshape strategic decisions across the real estate 
sector, benefiting investors, financial institutions, and policymakers by offering a 
more granular, data-​driven view of asset values (Munawar et al., 2020) (Ullah & 
Sepasgozar, 2020; Wei et al., 2022).

Objectives and Structure of the Chapter

This chapter seeks to demystify the core principles and practical applications 
of AI and machine learning in real estate valuation. It is designed to bridge the gap 
between theoretical research and practical application, illustrating how these tech-
nologies can effectively analyze and predict property values. Emphasis is placed on 
hands-​on methodologies using Python to implement and evaluate various predictive 
models, making the content accessible and actionable for practitioners and researchers.

The narrative begins by contextualizing AI and machine learning within the 
broader scope of historical and contemporary valuation methods. It progresses into 
a detailed examination of a specific dataset—illustrating real estate data's prepara-
tion, analysis, and implications—focusing on extracting actionable insights through 
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