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DEFINITION OF 
REAL ESTATE

Real Estate is artificially 
delineated space references to a 
fixed point on the surface of the 
earth with a fourth dimension of 
time.  It is built to house an 
economic activity that is subject to 
cultural preferences and 
restricted by the public 
infrastructure.



CONCEPTS

Space-Time Product
Real estate is a space-time 
product, that is it generates 
income over time in exchange for 
the use of space.  Examples: 
apartments, football tickets, 
wedding receptions



CHARACTERISTICS

The Real Estate Market 
Characteristics:
a) Highly Stratified, Local Markets

b) Heterogeneous Product

c) Private, not Public, Transactions

d) Unsophisticated Investors

e) Unorganized Market



PARTICIPANTS

1.  BUILDER/DEVELOPER

2.  SYNDICATOR

3. PROPERTY MANAGER

4.  CONSTRUCTION LENDER

5.  PERMANENT LENDER

6.  MANAGING EQUITY INVESTOR

7.  PASSIVE EQUITY INVESTOR



REAL ESTATE 
INVESTMENTS
Investing in Real Estate



INVESTOR MOTIVATIONS

1.  Pride in 
Ownership

2.  Personal 
Control

3.  Self-use 
and 

Occupancy

4.  Estate 
Building

5.  Security 
of Capital

6.  High 
Operating 

Yield
7.  Leverage 8.  Tax 

Shelter

9.  Capital 
Appreciation

10. Portfolio 
Diversification



INVESTING IN 
REAL ESTATE

Direct Real Estate Investments
As the investor, you hold legal title 
to the property

Your home as an investment
A place to live

A major asset of most households



DIRECT AND INDIRECT REAL ESTATE INVESTMENTS

TYPES OF REAL ESTATE INVESTMENTS

YOUR HOME

VACATION HOME

COMMERCIAL PROPERTY

RAW LAND

REAL ESTATE SYNDICATES OR LIMITED PARTNERSHIPS

REITS

1ST AND 2ND MORTGAGES

PARTICIPATION CERTIFICATES



ADVANTAGES OF 
REAL ESTATE 

INVESTMENTS

A possible hedge against inflation

Easy entry as a limited partner (ex. 
InvesProperti)

Limited financial liability— limited 
partners

No management concerns - REITs, 
mortgages 

Financial leverage
Use of borrowed funds for investment purposes, 
allows you to acquire a more expensive 
property than you could buy on your own

15



INVESTMENT 
DISADVANTAGES 
AND RISKS

1.  Illiquid

2.  Management

3.  Depreciation of Value

4.  Government Controls

5.  Real Estate Cycles

6.  Legal Complexity



REAL ESTATE 
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Property Investment and Development



TYPES OF REAL ESTATE DEVELOPMENT

Brownfield Greenfield Sub-Division Industrial

Residential Commercial
Repositioning 

and Re-
Development



BROWNFIELD

• In general, it refers to previously used land or areas of 
industrial or commercial facilities that are to be 
upgraded



GREENFIELD

 It refers to undeveloped land 
in a city or rural area either 
used for agriculture, 
landscape design, or left to 
evolve naturally.

 It can be unfenced open 
fields, urban lots or restricted 
closed properties, kept off 
limits to the general public by 
a private or government 
entity.



SUB-DIVISION

 Subdivision is a property investment strategy which 
divides up a single piece of land into smaller pieces or 
lots, which can be developed (buildings on them) and 
sold separately.

 In order to succeed in sub-division projects, the 
development potential must be evaluated carefully and 
accurately, factoring location, development permissions, 
cost of development and local market conditions

 Partnering with experienced investors and developers 
will substantially increase the success rate of the sub-
division projects as well as the maximum return on 
investment



INDUSTRIAL Used for manufacturing and 
production



RESIDENTIAL Used for living purposes



COMMERCIAL

 Buildings or land developed to generate 
a profit, either from capital gain and/or 
rental income

 The businesses that rent in commercial 
real estate usually lease the space

 A developer/investor usually owns the 
building and collects rent from each 
business that operates there



REPOSITIONING AND 
RE-DEVELOPMENT

Repositioning and redevelopment 
projects can offer many advantages 
that new developments do not have. 
Every project is different, can save 
money on construction cost; faster to 
develop; have heritage and 
historical value; unique features and 
story; community value add; and 
increase land values of surrounding 
area



REAL ESTATE 
INVESTMENTS
Overview of Investment Decision Process



FRAMEWORK 
FOR REAL 

ESTATE 
INVESTMENT 

STUDIES

1. Strategy: Develop an overall investment 
philosophy

2. Analysis: Measuring return

3. Decisions: Risk and return evaluations

4. Investment Transaction

5. Feedback



INVESTMENT 
ANALYSIS VS. 

FEASIBILITY 
ANALYSIS

1.  Investment and Investment Analysis
a) Capital Assets

b) Equity

c) Debt

d) NOI

e) Lender/Equity Relation

f) Maximizing Wealth

g) Return and Risk



INVESTMENT 
ANALYSIS VS. 

FEASIBILITY 
ANALYSIS 

(CONTINUED)

2.  Feasibility and Feasibility Analysis
a) Site in Search of a Use

b) Use in Search of a Site

c) Investor Looking for the Best Investment 
Alternative

3.  Investment Life Cycles
a) Property Life Cycle

b) Ownership Life Cycle

c) Investor Life Cycle



INVESTMENT 
ANALYSIS VS. 

FEASIBILITY 
ANALYSIS 

(CONTINUED)

4.  Ownership Life Cycle
a) Acquisition

b) Operation

c) Disposal/Termination

5.  Investor Life Cycle
a) Young Investor

b) Middle Aged Investor

c) Older Investor

d) Institutional Investor



REAL ESTATE 
INVESTMENTS
Decision Making Approaches to Real Estate Investment



INVESTMENT DECISION PROCESS

Investment 
Markets

01
The 
Market 
Today

02
Demand

03
Supply

04
Forecast..!

05



ANALYTICAL TOOLS…



LIST OF DETERMINANTS

Macro Outlooks
1. Socio Economic Overview

2. Investment Overview

3. Demographic

4. Government Plan

5. Political Condition

Micro Outlooks
1. Local condition

2. Local Characteristic

3. Location Characteristic

4. Competitor Review

5. Local Government Plan



TRADITIONAL FINANCIAL DECISION 
MAKING APPROACHES

1.  Investment Value Approach
a) Invest if:  V > C

b) Reject if:  V < C

2.  IRV

Assumes:
a) Productivity = NOI

b) NOI is stabilized

c) Holding period is infinite

d) Capital is recaptured from income, except land 

I

Ro V



MODERN 
CAPITAL 
BUDGETING 
APPROACHES

1.  The Present Value Model

2.  Internal Rate of Return

3.  Modified Internal Rate of Return

4.  Risk Analysis

a) Ratio and Sensitivity
b) Simulation
c) Elasticity



INVESTMENT 
PRINCIPLES

1. The investor should buy the assumptions 
that create the yield rather than the 
yield itself.

2. The investor should be as concerned 
about what to offer the next buyer as 
with what he is buying

3. The investor should price the property 
apart from the tax advantages.

4. The investor must compare alternatives.

5. The investor should understand the 
potential profit and risk in terms of 
DOLLARS.



SOURCES OF 
RETURN FROM 
A REAL ESTATE 
INVESTMENT

Cash flow from operations

Tax Savings

Equity buildup from loan amortization

Loan refinancing proceeds

Appreciation of property value (sales 
proceeds)



REAL ESTATE 
INVESTMENTS
Sample Forecasting: Residential



RESIDENTIAL DEMAND



RESIDENTIAL SUPPLIES



RESIDENTIAL SUPPLIES



MARKET POSITIONING



RESIDENTIAL FORECASTING 
SAMPLE

Building Selling Price and Lease (2013)

Building selling price - Mid Size Houses (Golf&non-Golf view) Rp/sqm 4,200,000      
Building selling price - Large Residential (Golf view) Rp/sqm 6,000,000      

Land selling price- Commercial Rp/sqm 10,000,000    

Land Lease - Commercial Rp/sqm/6mo 250,000         

Land Lease - Fasos Fasum Rp/sqm/6mo 150,000         

Building Lease - Shopping Mall Rp/sqm/mo 200,000         

Building Lease - Resort Hotel Rp/sqm/mo 450,000         

Development Costs

City Infrastructure Cost ROW Area Rp/sqm 450,000         

Remaining Land Acquisition Cost GLA Rp/sqm 600,000         

Building Construction Cost- Standard Residential Rp/sqm 3,500,000      

Building Construction Cost-Golf View Residential Rp/sqm 4,820,000      

Building Construction Cost- Shopping Rp/sqm 6,000,000      

Site Dev. Cost - Residential NLA Rp/sqm 750,000         

Site Dev. Cost - Commercial NLA Rp/sqm 1,000,000      

Site Dev. Contribution - Residential NLA Rp/sqm 50,000           

Site Dev. Contribution - Collected NLA % 50%

Expenses, Tax & Cost Covenant

Residential

Professional Fees of Costs except for Outside Plan 5%

Marketing Fee of Rev. 3%

Agency Fee of Rev. 3%

Operational Cost of Rev. 3%

Legal Permit of Costs except for Outside Plan 4%

Contigency of Costs except for Outside Plan 5%

Final Tax of Rev. 5%

Commercial Operating Assets

Professional Fees of Costs 5%

Marketing Fee of Rev. 10%

Agency Fee of Rev. 3%

Operational Cost of Rev. 30%

Legal Permit of Costs 4%

Contigency of Costs 5%

Final Tax of Rev. 10%

Price increase 7.0%

Others

Tax of PBT 25%

Maintenance Capex of Total Dev Capex 5%

Cash Covenant of Opex 5%

Dividend Payout 0%

Interest on Loan 11%



REAL ESTATE 
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Current Trends in Apartment Development



CURRENT 
STUDIES

(JLL, 2018)



CURRENT STUDIES
(JLL, 2018)



CURRENT STUDIES
(JLL, 2018)



CURRENT 
STUDIES

(C&W, 2018)



CURRENT STUDIES
(COLLIERS, 2018)



CURRENT STUDIES
(RAHADI ET AL., 2019)



CURRENT STUDIES
(RAHADI ET AL., 2019)

 Item Bandung Bekasi Surabaya 

Physical Condition 4.28 5.075 4.909 

Accessibility 4.54 5.456 4.851 

Location 4.40 5.548 5.154 

Reinvestment Value 4.70 5.147 5.131 

Livability 4.16 5.373 4.794 
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Mean Analysis Results for All Cities (Authors’ Analysis) Ranking of Mean Analysis for All Cities (Authors’ Analysis)
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