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The task of the work is to assess the efficiency of constructing an apartment 

building designed for rental housing. The reference apartment building used for the 

purposes of this work is a specific project, that is currently in the construction phase. 

Within the work, 3 scenarios will be processed and evaluated based on economic 

efficiency indicators. In the theoretical part the reader will have the opportunity to find 

information about market situation in Czech Republic, characteristics of BTR project, 

market situation in Taiwan and project effectivity evaluation methods. In the practical 

part the reference project will be introduced, and all required information will be 

summarized. 3 scenarios of constructing an apartment building built for the purpose of 

renting will be processed. Scenarios will be compared with each other and final 

evaluation of the BTR project from the developers perspective will be made. 
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1 Introduction 

The main goal of the diploma thesis is to evaluate and compare the 

effectiveness of three scenarios of the investment plan. The first is the construction 

and sale of an apartment house after the using permit is issued, the second scenario 

is the construction and sale of an apartment house after 2 years of operational phase 

and after it is filled with tenants, and the third scenario is the sale of land and 

subsequent construction financing through forward funding. The solutions of all three 

scenarios are based on the same reference project. 
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2 Theoretical part 

In the theoretical part the reader will have the opportunity to find information 

about market situation in the Czech Republic, characteristics of BTR project, market 

situation in Taiwan and project effectivity evaluation methods. 

2.1 Market analysis 

In this chapter there will be explained why it is time to start considering build to 

rent (BTR) as suitable development strategy. The following subchapters will discuss 

some of the inputs to the decision on whether it is appropriate to design new 

development projects as BTR or not. 

The real estate market, the availability or the demand for the real estate, and 

the like, are influenced by several factors. In the following chapters some of them will 

be defined in more detail, and thus the reader will be brought closer to the current 

situation on the real estate market in the Czech Republic.  

2.1.1 Present situation on the real estate market 

There are many factors influencing the real estate market. In the next 

subchapter will be dealt with some of them in more detail.  

The main ones, as can be seen from the following picture, include the level of 

government debt and inflation in the country. 
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Picture 1, Czech Republic key problems [own processing by source 3] 

When comparing the Czech Republic with the average in other EU countries, it 

can be seen, that among other things, government debt and inflation are much higher 

than the mentioned average. At the same time, the government debt created by the 

covid situation has raised inflation, which is expected to continue to rise. Currently, 

headline inflation is around 5%. This was stated by one of the experts during his 

presentation at a conference on rental housing. [3] 

The fact that inflation reaches 5% and the assumption that it will rise furthermore 

affects the behavior of people. They are trying to protect their money from losing its 

value by investing in real estate. Many people find this type of investment to be more 

secure, than other investment possibilities. This trend has contributed to the recent 

dramatic increase in property prices. [3] 

According to [3], it is possible to assume that if inflation rises, or if it will remain 

elevated for a longer period, the Czech National Bank will raise interest rates by 3-4%, 

which will affect the real estate market significantly. [3] 
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Another important factor affecting the real estate market is the declining 

manpower. In the following picture can be seen the development and its future 

assumption of manpower in Czech Republic. 

 

Picture 2, Manpower [own processing by source 3] 

The picture shows that the manpower has been declining since about 2010 and 

is expected to continue in this descending trend. According to [3], this fact can, among 

other reasons, be explained by the low birth rate after 1991. It is possible to assume, 

that the low unemployment rate is one of the consequences of this fact. [3] also claims, 

that low unemployment rate leads to the assumption that the wages in the Czech 

Republic should grow by 6-8% in the long run. 

The potential of the rental market is given by wage growth. The higher the 

wages, the higher the rents, because the inhabitants move primarily to higher-income 

areas. As a result, the demand for housing in these localities increases. Flats are not 

being built at the same pace as demand is rising, therefore rents will continue to rise 

in the near future (2-3 years) [4].  
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Wage growth in the Czech Republic could have a positive effect on attracting 

foreign workers. A fundamental factor influencing the construction industry in the 

Czech Republic is also the fact that there is a high dependence on foreign workers. 

More than 25% of people employed in construction are foreigners. During Covid has 

this caused complications, because due to the restrictions, some foreign workers left 

temporarily [5]. If the Czech Republic would not be able to attract foreign workers in 

the future, it could result in further real estate price increases. [3] The following picture 

shows the share of foreign workers in few sectors. 

 

Picture 3,  Share of foreign workers [own processing by source 3] 

In construction is employed more than 25% of foreign workers, putting it on the 

second place after administrative and support activities, where more than 55% of 

foreign workers are employed. 

Another factor is, for example, sudden change in material costs or the large 

disparity between strong demand and low housing supply. This is due, inter alia, to the 

lengthy authorization processes [21] 

Of course, it would be possible to continue to list other factors affecting the price 

of real estates, their unavailability, scarcity, and the like. Ultimately, everything leads 

to the fact that real estate is very overvalued. This as well confirms the Czech National 

Bank, according to which they are overvalued by up to 25%. [25]  
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Prices of the real estate have been growing rapidly during Covid. In the following 

picture can be seen the house price growth since January 2020 

 

Picture 4, House price growth [own processing by source 3] 

It is possible to observe the actual rise in property prices since January 2020 

(blue bars). Orange bars are showing, how real estate prices should have had 

changed, based on historical relationships - this means that the dependent variable in 

the market defining equation was real estate prices and independent variables were 

all other impacts. [3] states, that the difference between blue bars and orange bars can 

be explained by the fact that property prices usually fall with the recession. This did not 

happen, because the recession was not caused by people not wanting or not being 

able to spend money, but by the fact that they simply could not. The economy has 

been forced shut down. Demand for mortgages grew and people wanted to invest their 
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free money in housing. As a result, property prices have risen more than could have 

been predicted from historical relationships. 

However, the overvaluation of real estate did not only arise during the Covid. 

Following picture shows the development of the housing offer price index in the Czech 

Republic. 

 

Picture 5, Housing offer price index [own processing by source 26]  

The picture shows the rising trend of an apartment prices from 2012 to the 

present. 

The consequence of the overvaluation of real estate in the Czech Republic is, 

among other things, a decrease in the availability of owner-occupied housing. 

However, this does not apply to rental housing. At present, the average rental prices 

per square meter according to [19] remain at CZK 333 in Prague. During the pandemic, 

a significant number of individually rented flats was added to the Prague market. This 

caused a 15% drop in rental prices. [42] 

As mentioned earlier in this chapter, the change in the rental prices should be a 

function of change in the wage amount. In the following picture can be seen, that since 

2015 has been the gross household income rising faster than the rental prices. [3] 
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Picture 6, Prices, rent, income [own processing by source 3] 

The picture shows that rental housing has become more affordable in recent 

years. However, this cannot be said about owner-occupied housing, the graph clearly 

shows that real estate prices have been rising faster than wages. [3] This fact is 

reflected in the average monthly costs that need to be incurred for owner-occupied 

housing (annuity and interest payment) or rental housing (monthly rent) respectively in 

relation to the average disposable income of the household. Following picture shows 

this ratio in some countries around the world. Values are given as a percentage of 

average disposable income. 
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Picture 7, Hpisng cost / disposable income [own processing by source 3] 

It can be seen that the monthly costs of owner-occupied housing are higher than 

those of rented housing - the availability of owner-occupied housing has decreased, 

but not the availability of rental housing. Interestingly, in most developed countries of 

the world, monthly rental expenses are higher. [3] 

One way to reduce the price of real estate could be to reduce demand for them. 

As most Czechs buy real estate with a mortgage, drawing on the maximum possible 

LTV limit, this could be possible, for example, by raising interest rates. According to 

[3], a 1% increase in interest rates should reduce the price of real estate by 1% over a 

2-year horizon. Another way, according to [8], could be to provide an alternative to 

owner-occupied housing - affordable rental housing. This could be ensured by 

institutional investors. 

Finally, it can be argued, that overvaluation of real estate, resulting from rising 

inflation, demand for undersupplied real estate, lengthy permitting processes, Covid's 

situation, changes in building material prices and other factors, has an impact on the 

unavailability of owner-occupied housing. However, this does not apply to the 

availability of rental housing, which on the contrary, has increased in recent years. The 

average monthly cost of owner-occupied housing (annuity payment plus interest) 
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exceeded the average monthly cost of rented housing (monthly rent). There is an 

assumption that wages will grow in the long run and with them the average rental levels 

in the near future as well. 

2.1.2 Trends  

In accordance with previous chapter, it is possible to claim, that in the Czech 

Republic were created conditions suitable for the development of a new market 

segment - rental housing. This segment immediately began to emerge here. Several 

institutional landlords have entered the market. According to [4], the era of rental 

housing has begun, and rental housing should become the future of the residential 

market in the Czech Republic. 

According to [4], the predominance of Czechs still prefers housing in their own 

real estate. At the same time, however, the willingness to pay rent instead of a 

mortgage is increasing, respectively, real estate ownership is becoming too 

unaffordable. In addition to the higher interest in rental apartments, this also has an 

impact on the tenant's higher demands on the quality of the rented apartments [10]. 

[10] stated, that according to their analysis, Czechs already predominate in the 

most expensive segment of rental housing. Before, it has always been the domain of 

foreigners, which confirms that Czechs really are willing to pay such high rents. 

 

Picture 8, Overview of rental price segments [own processing by source 10] 

The table shows the percentage distribution of rental demand and the 

distribution of leases in individual price segments. The Czechs really predominate in 

the most expensive segment. 
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COVID has made people more aware of the importance of the quality of their 

housing. It has become essential for them, that their housing meets requirements such 

as workspaces for home office or home schooling, areas for rest, leisure, or quarantine. 

[21] Of course, these increased demands affect the final price of housing and many 

families will be forced to rent, if they are unwilling to give up their demands. This fact 

is also confirmed by the increased willingness to pay higher rents, which was discussed 

in the previous paragraph. 

The opinion that rental housing is the future of the residential market is also 

confirmed by the result of a questionnaire from May 2021 [56] in which more than 50% 

of respondents responded, that rental housing will expand in the Czech Republic as in 

other countries. This result could suggest that citizens of the Czech Republic are 

starting to take rental housing as a relevant long-term option. 

 

Picture 9, The future of rental housing [own processing by source 56] 

An interesting insight into the future of rental housing is also provided by the 

result of the research of the Institute of Sociology, which was mentioned in an interview 

on the topic of research on the housing of millennials. [41] This research showed that 

in the pre-covid period, the proportion of respondents living with their parents 

decreased. This was explained by stating that young people were starting to make 

more use of the rental housing sector for their independence. The goal of young people 

is still to buy their own housing. 90% of millennials living in rent do not consider this 
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type of housing to be permanent and they want to buy their own housing in the future. 

This is despite the fact, that approximately 2/3 of respondents are aware that the 

availability of owner-occupied housing has decreased. However, the reality is that they 

stay in the lease longer than they would like, out of necessity, because they cannot 

afford their own housing. 

It is therefore possible to assume that rental housing will continue to develop in 

the coming years. If not because people would prefer it to ownership, then certainly 

because it will be more affordable. 

2.1.3 Projects for rent in the Czech Republic 

The rental housing segment is currently developing mainly in Prague, where 

there are currently approximately 160,000 rental flats, of which 3,000 (1.9%) are in 

institutional ownership. In the Czech Republic (except for Moravia where the 

Heimstaden fund bought 42,500 flats [28]), local individual owners predominate. [4] 

According to [4], there was a great deal of interest in the purchase of flats by 

individual clients, but also in the purchase of entire projects by institutional investors. 

In 2021, 8 large rental projects were recorded in Prague with a total of 1,670 flats with 

a total investment of CZK 8 billion. These were sold or are being developed for rent. 

The following is a preview of some of them. 

Trigema is currently implementing 3 rental housing projects. They are: Fragment 

(picture number 10) - designed for the premium market segment, Lihovar (picture 

number 11) - designed for the middle market segment and Toptower (picture number 

12)- designed primarily for young people, which should also be the new tallest building 

in Prague. 
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Picture 10, Fragment [source 29] 

 

Picture 11, Lihovar [source 24] 
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Picture 12, Toptower [source 24] 

Skanska is currently implementing its first mixed use project in Prague. Towers 

B and C are intended for rental housing, Construction should start at the turn of 

2022/2023 
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Picture 13, Port 7BC [source 30] 

There are also older, already completed rental housing projects in Prague. An 

interesting representative is, for example, the Luka Living rental apartments project 

Which includes, among other things, a shopping centre. Residents can shop or go to 

the fitness centre directly in the building in which they are living. [44] 
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Picture 14, Luka Living [source 44] 

2.1.4 Opinion of developers  

In the Czech Republic, there is enough room for the growth of institutional rental 

housing [4]. It is also possible to expect an increased interest of foreign investors. 

According to [6], ideal legal and economic conditions have emerged that allow them to 

enter the market. 

Of course, this issue is also being addressed by developers, who have been 

supplying the market with new flats for more than the last 30 years. Representatives 

of some of them shared their views on the issue of rental housing. This happened at 

the conference of renaissance of rental housing, which took place on 13.10.2021. 

According to one of the experts [21], who represented company Skanska at the 

conference, the rental market is growing in importance. The main reason being high 

apartment prices, which have doubled since 2016. But the market still lacks 

professionally managed portfolios for rental housing. 

Skanska has finished 20 rental housing projects in Scandinavia - investors are 

interested. Key clients are repeated when selling projects. Thanks to prefabrications 
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and unifications, the product is very well defined and the sale to the investor takes 

place before the start of construction - without leasing risk. [21] 

In the Czech Republic, however, the BTS segment is still the main direction for 

Skanska, as sales to the end customer have a better return than sales to one issuer 

and BTR is so far only a supplementary segment. Expert representing Skanska is not 

of the opinion that the BTR segment would crowd out sales to end clients in the near 

future. Nevertheless, Skanska is preparing its first multifunctional project, which has 

been presented in the previous chapter. [21] 

According to another expert [24] from company Trigema, the BTR business 

segment is in its infancy - there are already funds that invest in rental housing. Trigema 

is currently building 3 rental housing projects in Prague and other projects are in the 

phase of architectural studies. 

Finep, which started renting housing as early as 2018, has the longest 

experience with the BTR segment. Expert representing this company is of the opinion 

that rented housing is only a detail of today's market. The bottom line is supposedly 

that little is being built. Finep embarked on rental housing because owner-occupied 

housing became unavailable, and this was the way to availability. He added that rental 

housing is a cultural issue and that the Czechs are built on different grounds than 

Western, more developed countries. In the Czech Republic, owning an apartment is 

preparing for retirement. Nevertheless, in the future, the funds should compete with 

individual landlords, so over time developers will be forced to sell to the fund to a 

significant extent. Thus, two main segments of rental housing should emerge on the 

market, which will differ mainly in the quality and scope of services offered. There will 

be unfurnished flats rented for a shorter period (1 year) by individual landlords and then 

equipped and professionally managed flats from institutional landlords, which will be 

rented for longer periods (3-5 years). [23] 

Company Penta was also represented at the Renaissance of Rental Housing 

conference [22]. As a company focusing on the middle and upper housing segment, 

Penta is of the opinion that their product is not suitable for BTR and they do not succeed 

financially in this segment. According to one of its experts, the product they offer is too 

above standards in terms of the market. In the future, they would like to devote part of 
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their capacity to the BTR segment, but as long, as there is a housing deficit and there 

is interest in buying by end customers, it does not make sense to walk the “unbeaten 

path”. In the present, they see the BTR segment only as an opportunity to reduce risk 

by reducing the exit time from a large - scale project (part of the flats for the fund, part 

for sale, part as student housing, etc.) 

 Developers usually have a positive attitude and are inclined to believe that BTR 

certainly has a future in the Czech market and that it is an interesting segment. 

However, the BTR segment is not for everyone, so there are also developers who call 

for a more cautious approach and stick to the “beaten paths” for as long as possible. 

The interest in entire apartment building projects from the funds is great. 

2.1.5 Opportunities and risks of BTR 

With BTR projects, it is possible to see an opportunity especially in the market 

itself, which is not yet saturated with competition. Thus, entering the market may seem 

a little easier than it would be in a saturated market 

The big advantage is a certain cash flow thanks to the, often used, forward 

funding. By BTR projects, the future owner is selected, and the project is usually sold 

before construction begins, thanks to which the developer has a certain cash flow and 

lower financing costs. This eliminates marketing costs and the whole sales process 

becomes much faster, simpler and, above all, cheaper. [22]  

Another indisputable advantage is that the time needed to exit the project is very 

short and the risk associated with the sale of individual housing units to end users is 

eliminated. At a time when owner-occupied housing is becoming increasingly 

inaccessible, it is only a matter of time before it will be a problem to sell BTS apartments 

to end users. 

BTR is characterized by its repeatability, unification, and prefabrication. These 

features make construction easier and faster, while reducing construction costs and 

future operating costs. [21] 

The main risks include the unpreparedness of current legislation on institutional 

rental housing [6]. However, according to [9], both threat and opportunity can be seen 

in the legislation. 
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The Brussels regulations also carries certain risks. For example, a mandatory 

energy target and plan for every building in the EU [6]. State intervention or market 

regulation [9]. 

And, of course, slow permitting processes, which cause a big difference 

between supply and demand for apartments. Rising housing prices and rising prices 

of building materials are dramatically affecting the economy of the BTR segment. 

Volatility of construction work and materials prices is especially dangerous for 

BTR projects. Since BTR projects are usually sold before the start of construction, they 

are sold at a price that is defined by expert estimates and calculations. However, they 

are not able to capture price changes in the future, so a project that is profitable today 

can become a loss-making project during its implementation, due to unpredictable 

increases in the prices of materials or construction work. 

Another disadvantage may seem to be the need to invest in the equipment of 

the apartment. Apartments in the BTR segment are usually rented fully furnished. 

2.1.6 Summary 

In accordance with previous subchapters, it is possible to claim, that build to 

rent projects have and will have their place on the market. For developers it is still more 

lucrative to build project to sale to the end users. But the demand, for build to rent 

project from institutional landlords is present and is growing. Of course, there is a lot 

of influences, that may support or suppress further development of institutional rental 

housing. 

2.2 Rental housing 

The following chapter will explain what a build to rent project (BTR) is, and its 

basic characteristics or principles in its implementation. Differences between 

institutional and private rent sector (PRS). 

2.2.1 Build to rent – BTR 

The abbreviation BTR (build to rent) can be used to name a development project 

that is built with the intention of leasing it, during its operational phase. 
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Depending on the target group for which the project is intended, there are 

several types of BTR projects. According to [16] they are: 

1.  Co-living - unrelated people live in one house and share some common 

areas. 

2.  Retirement homes - rental housing for the elderly. 

3.  Student housing - substitution of dormitories, which may be inaccessible in 

larger cities. 

4.  Affordable / social housing - [16] assumes that in the future it will be 

implemented directly by municipalities using the services of developers. 

BTR differs fundamentally from BTS (build to sale - the classic way of 

developing a project intended for housing and its subsequent sale to end customers) 

in many aspects, and in the end, it is a completely different product. 

With BTR, it is necessary to determine at the outset that this is a rental housing 

project, for which market segment a particular project will be intended and what 

services will be provided within the project for future tenants. Based on these 

parameters, it is possible to create a study and continue the preparation. [24] 

According to [23], it is important for the developer to work closely with the 

selected investor from the outset. It is advantageous for the future owner to be able to 

define the basic parameters of the project himself. The requirements of the investor, in 

most cases it is the fund, will vary depending on the location in which the project will 

be built, the selected segment for which the project is being prepared, etc. Apart of 

that, each owner is unique and has its own requirements for how he wants to manage 

the project in the future. In addition, according to [14], it is important that an apartment 

building has ideally only one caretaker during its entire lifetime. This should ensure that 

the quality of the project as well as the quantity and quality of the offered services 

remain at a high level. 

The BTR project is not only about flats and living spaces, but also about the 

offered services and the overall property management. [13] Static residential real 

estate thus becomes a dynamic service. [12] 



21 
 

For these reasons, rental housing is much more demanding in the pre-

investment phase and in communication between the investor, architect, future 

landlord, etc. [14] 

Within the BTR project, individual flats should be as unified as possible. For the 

future manager, there is a big difference if he manages 100 bathrooms while each is 

different or if they are all the same [21]. Unification is important to reduce building, 

repair, and management costs during the operational phase. 

To save construction costs and time required for construction, it is appropriate 

to design prefabricated and modulated properties in some segments of rental housing. 

[24] The use of prefabricated bathrooms or the design of standardized flats and the 

like can also contribute to the definition of the final project, which in the future will make 

it easier for potential exporters to decide whether they are interested in the project. [21] 

In terms of revenue maximization, it is appropriate to minimize the area and 

maximize the use of space. As it is known, the smallest apartments are rented at the 

highest prices per square meter. [42] 

2.2.1 Difference between institutional and private rental sector  

As mentioned before (subchapter 2.1.3), most real estate rentals are held by 

individual investors. However, unlike professional institutional landlords, they do not 

have such a background [7]. 

A professional landlord offers his tenants, compared to a regular landlord, above 

all a greater guarantee of security, but also a greater number of services or 

simplification of processes [7]. It is a comprehensive package and not just a separate 

apartment [8]. The tenant thus obtains a guarantee of certain standards that are given, 

and everything must work according to them [9]. The management of the building itself 

is different when it is decided by one owner than when it is decided by a community of 

owners [8]. 

All institutional landlords are trying to sell their product, which creates a healthy 

competitive environment, and the quality of this product will be constantly increasing. 
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It is crucial for an institutional landlord to follow several principles that will ensure 

a high level of his product, reduce costs, and maximize his revenues. These include, 

for example using the services of an interior designer. According to [10], high-quality 

and design-equipped flats are rented quickly and repeatedly, with a possible increase 

in rent of up to 30%. In addition, thanks to his contacts and experience, the interior 

designer is able, to furnish the apartment with a reasonable price / performance ratio. 

Using the services of a real estate professional will ensure that the landlord will offer 

the right services. The tenants usually do not care about the technical parameters of 

the property, the first impression and how they feel in the apartment is more important 

to them. Other principles are, for example, building a relationship with the tenant, 

implementing facility management as much as possible, or providing virtual tours of 

their apartments in virtual reality. This and much more can make a positive contribution 

to the success of an institutional landlord. 

2.3 Housing situation in Taiwan 

In the following chapter will be described the situation in Taiwan. Reader will 

have the opportunity to compare Taiwanese real estate market with the Czech 

Republic one.  

2.3.1 Real estate economy situation in Taipei 

Taiwan, island with something over 36 thousand square kilometres [15] and 

23,8 million inhabitants [31] is located east from China mainland in the Pacific Ocean. 

The capital city of Taipei is located in the north of the island and has a population of 

2.59 million. [27] 

In current times is Taipei challenged by similar problems as Prague. One of the 

main problems here is the big difference between supply and demand. Taipei is an 

attractive place to live, but the housing supply is low.  

The pace of urban renewal is slow and there is not enough public housing. 

Taiwan is located in seismic area, so all buildings over 50 meters are subject to strict 

safety standards. That is why residential skyscrapers are very rare. [34] In Taipei, 

where population density reaches almost 10 000 per square kilometre [32] is the 

importance of skyscrapers way higher than in Prague where the density of population 
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reaches almost 4 600 per square kilometre. [33] The area of the Taipei is relatively 

small, only 270 square kilometres, 114 of which belong to the national park, leaving 

the city with only 156 square kilometres. [34] 

According to [34], average flat in Taipei costs 14,5 times the median annual 

household income. In this relationship is buying an appartement in Taipei more 

expensive than in New York, Tokyo, London, or Singapore. The mortgage burden 

when buying real estate in Taipei averages 59% of the average household's income. 

Real estate prices are very high, and homeownership is unattainable for many 

Taiwanese. This as well follows from following picture. 

 

Picture 15, House price to income ratio [own processing by source 35] 

Since 2004 has the mortgage burden associated with the purchase of real 

estate risen twice. 

Despite of this fact, Taiwanese have a culturally deep-rooted preference for 

owning their homes. In Taiwan is the homeownership rate almost 85%, making it one 

of the highest rates among the developed countries.  For Taiwanese people it is 

essential to own a home. Taiwan has quite good capital markets, nevertheless, for 
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people who want to invest their money is residential real estate still the option number 

one. [34] 

According to [34], in Taiwan the demand for homeownership will never 

decrease.  

[35] claims, that landlords in Taipei earn literally next to nothing on their real 

estates. It is true, that they realize only 1-2% annual yields. That could be a signal that 

the market is overvalued. At the same time, the trend of owning a home is intensifying, 

for these reasons the Taiwanese rental market is very small - about 8% of the total 

number of about 7 million households. 

2.3.2 Controlling the real estate market and solving the housing 

problem 

Taiwanese government is trying to fight ascending housing prices through tax 

reforms to avoid uncontrollable price increases. [37] 

There are tax reforms which are aimed on people and corporates who are trying 

to “hoard” real estates. Basically, anyone who owns more than one residential real 

estate is obligated to pay higher taxes. This tax reform was firstly introduced in 2014. 

Since then, property prices have been rising by average 1-2% per year. In long-term it 

should make vacant properties available and thus reduce housing prices. However, it 

was necessary to ensure that landlords cannot avoid the increased tax burden by 

increasing rents. This would clearly have had a negative impact on tenants. [37] 
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Picture 16, Index of residential Real estate in the city of New Taipei [own processing by source 38] 

Taiwan’s Central Bank (CBC) is trying to fulfil the same goal by limiting the loan-

to-value ratio for individual buyers who want to buy third residential real estate to 50%, 

and to 55% for buyers purchasing a fourth one. This will have more of a short-term 

impact on buying multiple or luxury properties, which will become more expensive. [37] 

Tax reforms are of course not going to solve all of the problems with housing, 

since they are only able to stop the rising of real estate prices but are not able to 

significantly reduce them. [34] 

Note: The change in property prices depends on many factors, and the factors 

listed in this chapter are not the only ones that have affected property price 

developments in Taiwan. 

2.3.3 Government's efforts to provide affordable housing 

According to [34], even if it were possible for the government to dramatically 

reduce the price of real estate, it probably would not do so. This would affect the wealth 

of most Taiwanese families, which is tied to the real estate. In addition, of course, it 

would have many other economic consequences. 
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Taiwanese government has chosen another path, which is to build more 

residential real estates and supply the market with affordable housing. One of the plans 

is to build 85 000 public housing units by the year 2024. These should be available for 

fixed prices for all those who meet the criteria. [34] 

Another example could be “Social Housing development plan”. This plan should 

be implemented for 8 years (approved in 2017) during which the government is 

supposed to build 120 000 housing units directly.  And “Project of Incentive for 

Privately-Owned Subsidized Housing” which consist of 80 000 housing units. 200 000 

social housing units together. This program is aiming to provide an assistance to 

landlords who rent their properties to disadvantaged families or students. As a result, 

they will become more accessible to these groups of people and they will be able to 

rent real estate in the existing market. This will reduce the financial burden on 

municipalities and districts caused by the construction of new social housing. This plan 

provides landlords with tax exemptions, household insurance, or other subsidies. Rent 

for ordinary families with a 20% discount and disadvantaged families with a 30-50% 

discount, which will be covered by the government. This plan should solve problems 

as high rent prices, high vacancy rates, high self-ownership rates and lack of social 

housing. [39] 

Apart of building social housing and meditation of social housing, there are also 

“Housing Subsidies for Repair Loan Interest”. These subsidies are aiming on improving 

the living quality of families who needs to repair their houses. [40] 

To help low-income and middle-income families, part of their loan interests can 

be subsided by the government when buying their new home in program “Housing 

Subsidies for Loan Interest for Self-purchase”. [41] 

It is clear, that Taiwan is facing similar problems with unattainable 

homeownership as Czech Republic. Unlike the Czech Republic, Taiwan has chosen a 

different way of solving the problem. It should be interesting, to see the difference 

between these two countries home crisis in few years.  
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2.3.4 Taiwanese development 

In Taiwan, especially in Taipei can be found a full range of residential real 

estates. From projects aimed on the lower price group, to high quality luxurious project 

designed for the wealthiest only. Individual projects are similar to the Prague ones, of 

course, there are some differences, which are mainly based on cultural, climatic and 

socio-economic differences. Here are some examples of how development projects in 

Taipei might look like. 

 

 

Picture 17, Minglun [source 50] 

Minglun Social Housing, project entrusted by government, completed in year 

2021 is located in Taipei. Complex has 11 above ground floors and 2 below ground 

floors. The main objective of this project is to mediate affordable rental units for people 

who cannot afford to buy their home. Complex is certified smart, green and barrier – 

free. People must submit applications in order to win the possibility to rent a unit in this 

building. [50] 
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Picture 18, Nangang Depot Public Housing [source 52] 

Taipei Nangang Depot Public Housing, project entrusted by government is 

located in Taipei. It has 26 above ground floors and consists of two buildings. The main 

supporting structure is made of steel reinforced concrete. Project is designed for lower 

price segment. [51] 
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Picture 19, Dong Men Fu-Yu [source 53] 

Dong Men Fu-Yu, located in Taipei is residential project with 7 above ground 

stories and 3 below ground stories. The main supporting structure is made of reinforced 

concrete. [53] 
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Picture 20, 55Timeless [source 55] 

55Timeless is located in Taipei. It was completed in 2018 and has 31 above 

ground and 4 below ground floors. The main supporting structure is made of steel. It 

could be described as a project designed for the middle / upper price segment. [54] 
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Picture 21, Agora Tower [source 47] 

Agora Tower. Luxury residential tower located in Taipei. Construction of this 

building started in 2013 and was completed in 2017. It was designed to accommodate 

42 luxury apartments and rooftop clubhouse on 20 above ground floors. Each floor 

contains two or four apartments of area of 540m² or 250m². In the centre of the building 

there are two staircases, four high-speed elevators and one car elevator. Each 

apartment has also two sky garages at the entrance. There are also 4 car parking floors 

below ground. These were built on pre-existing foundations of the Agora Garden hotel, 

which was standing here before. On the below ground floors are also gym facilities and 

swimming pool. There is circular light well, thanks to which there is sunlight and fresh 

air naturally ventilating all four below ground floors. [48] 

Tower was designed with many environmental precautions. It has LEED gold 

certification. Façades are multi-layered with blinds for solar protection in summer and 

thermal loss protection in winter. All around the tower at each floor can be found 

beautiful balconies full of green plants. Here can be found fruit trees and organic 
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vegetable gardens. Gardens generate organic fertilisers by inbuilt compost system and 

capture rainwater for irrigation. [48] It is said that there are 23 000 trees growing on the 

surface of this building, consuming 130 tons of carbon dioxide a year [49]. 100m above 

ground is located a 1000m² photovoltaic pergola, that contributes to the ecological 

friendliness of the whole building. Under the pergola are two clubhouses surrounded 

by roof gardens, which are capturing and purifying rainwater, which is then injected 

into the water distribution system by gravity. [48] 

Of course, living in apartment in such building comes very expensive. It is said 

that the price for 1m² was around 50 000$. Therefore, it is considered, to be the most 

expensive housing in Taipei. [49] 

Tower was designed to withstand 300 years of service, earthquakes, global 

warming, and climate change. [49] 

As can be seen on the example of Agora Tower, and in accordance with [45] 

has the focus of urban development in the last years moved from continuous expansion 

of the cities to regeneration and renewal of the city centres. Old real estates are being 

reconstructed or rebuild. It happened so with the slowdown of population growth, which 

is also shown in the following picture. 

 

Picture 22, Taiwan population growth [own processing by source 46] 
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2.4 Methods for evaluating the effectivity of investment 

Every investment project should have clearly defined objectives and intentions 

from the outset for which it is to be implemented. To be able to determine the objectives 

of the project that would also fulfil its maximum economical potential every project 

owner has to analyse all possible objectives. The investment must be analysed from 

several perspectives. Thorough analysis can help the investor minimize risks, avoid 

large loses and avoid the cost of missed opportunities.  

Project evaluation and selection lead to two basic decisions – financial decision 

and investment decision. The financial decision - decision on the structure, and number 

of financial resources that the implementation of the selected project will require. An 

investment decision - decision on subject of the investment, or what the investor will 

specifically invest in. Investment and financial decisions are closely linked. It is often 

necessary to reject an attractive project due to a lack of resources. Their common 

element is the fact, that the basis for both of them is the cash flow of the project [1 p. 

68]. 

Both decisions must be made based on specific criteria for evaluating the 

investment, depending on whether the methods are subject to the effects of time. 

According to [2, p. 76] can methods be divided into static and dynamic. Static can only 

be used if the time factor does not have a significant effect on the evaluation and 

selection of the relevant variant. These methods should be used only in the case of 

projects with short payback period (1-2 years). On the other hand, dynamic methods 

are used in cases with a longer payback period, or in the case of a longer period of 

projects economic life. In this case, time is reflected in all investment calculations. 

According to [1 pp.68-9], in the case of investment in real estate intended for long-term 

lease, dynamic indicators are principally used. Examples of such indicators are internal 

rate of return (IRR), net present value (NPV) or profitability index (PI). For their 

calculation, according to [1 p. 92] it is necessary to compile the cash flow of the project 

during its entire life. 

Cash flow represents the actual movement of money over period of time and 

represents a key role in the evaluation of investment projects. It is usually also the most 

difficult task, because the cash flows of the project contain a larger number of quantities 
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and a larger number of entities such as individuals and individual departments of the 

company participate in their quantification. Errors in the compilation of cash flow can 

lead to an erroneous decision to accept or reject the project [1 p. 92]. 

There are several basic rules for cash flow [1 p. 93-94].: 

1.  They are processed throughout the whole life of the project. 

2.  They consist of all incomes and expenses that occur during this time. 

3.  It is characteristic of the pre-investment and investment phase that there are 

only expenditures (of an investment nature). 

4.  The period of the operational phase is associated with revenues and 

expenditures, and expenditures have both an operational and an investment 

character. 

5.  Liquidation of a project can be associated with both income and/or 

expenditure. 

Another aspect by evaluating an investment project may be when referring to 

[2, p. 77] the concept of effects from investment projects: 

1.  Cost criteria of effectiveness evaluation. 

2.  Profit criteria of efficiency evaluation. 

3.  Criteria for expected cash income. 

With the cost criteria, the main goal is to save investment and operating costs. 

The investment costs are disposable and relate to the initial realization of the project, 

while the operating costs are most often added to the so-called annual average costs. 

With their help, only comparable investment cost efficiency can be calculated, but not 

absolute efficiency [2, p. 77-8]. 

According to [2, p. 78], the investment effect is defined as profit minus income 

tax. The method focused on profit evaluation criteria is a bit more complex and perfect 

than the previous method, because it includes, as its name suggests, the amount of 

profit achieved by the volume of performance of individual project variants. On the 

other hand, profit does not show the total flow of financial income (income in the form 

of depreciation). Therefore, even this method is not 100% correct. 
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Methods based on expected cash income criteria are the methods that are most 

emphasized. Cash flow shows profit after tax as well as depreciation, as well as other 

possible income. According to [2, p. 78], the methods used most commonly for 

evaluating the effectiveness of investments are the following: 

1.  Average annual cost. 

2.  Discounted costs. 

3.  Average profitability. 

4.  Payback period (PP), Discounted payback period (DPP). 

5.  Net present value (NPV). 

6.  Profitability index (PI). 

7.  Internal rate of return (IRR). 

For the purposes of this work, the methods from points 4, 5 and 7 will be used, 

because thanks to them most relevant results will be achieved. These methods are 

also a good tool for comparing investment options of this type. 

2.4.1 Payback period (PP) 

This is the time needed to balance the financial cost of the investment project 

and the income from this project. The shorter the payback period, the more positive 

the project is evaluated [2, p. 135]. 

Formula 1, Calculation of payback period [source 2, p. 135]. 

0 = −𝐼 +∑
𝐶𝑡

(1 + 𝑖)𝑡

𝐷𝑃𝑃

𝑡=1

 

I  = purchase price (capital expenditure).  

PP  = payback period. 

 t  = years of lifetime.  

Ct  = annual profit from the operating phase after tax + annual depreciation 

of the investment in the relevant period of time.  
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The resulting payback period is determined as the year in which the cash flow 

reaches positive numbers. For projects with a classic financial flow, this situation 

occurs only once in their lifetime. The classic financial flow could be characterized as 

a flow that is composed of expenditures in the investment phase and of revenues and 

expenditures in the operational phase, with revenues exceeding expenditures. If an 

investment project with a classic financial flow returns with the investment associated 

with it, the project will never fall into negative numbers again. The condition of the 

calculation is the cumulative addition of income and expenditure from individual years 

[2, p. 135]. 

There are several cases where it is appropriate to use this method. In the case 

of an investment project such as the one that is the subject of this work are: 

1.  For projects with uncertain returns, especially in more distant periods of life. 

2.  With high costs of external capital, when the maturity of capital and the costs 

associated with it is very important. 

3.  For projects that have a similar lifetime and approximately the same pattern 

of expected cash flows. 

The payback period is a measure of project liquidity and ranks among static 

methods, in contrast to the discounted payback period (DPP), which ranks among 

dynamic methods because it respects the time factor [2, p. 135]. 

2.4.2 Discounted payback period (DPP) 

As stated at the end of the previous subchapter, the discounted payback period 

respects the time factor, making it one of the dynamic methods of project evaluation. 

Formula 2, Calculation of discounted payback period [source 2, p. 135]. 

0 = −𝐼 +∑
𝐶𝑡

(1 + 𝑖)𝑡

𝐷𝑃𝑃

𝑡=1

 

I  = purchase price (capital expenditure).  

DPP  = discounted payback period. 

 t  = years of lifetime.  
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Ct  = annual profit from the operating phase after tax + annual depreciation 

of the investment in the relevant period of time.  

i =required yield in %. 

The similarity with the classic payback period is easily visible. The difference is 

that the DPP is adjusted for the required yield [2, p. 135]. 

2.4.3 Net present value (NPV) 

NPV represents the difference between the present value of all future revenues 

and the present value of project expenditures [1, p. 74]. 

Formula 3, Calculation of net present value [source 1, p. 74] 

NPV = −𝐼 +∑
𝐶𝑡

(1 + 𝑖)𝑡

𝑛

𝑡=1

 

NPV = net present value. 

I  = purchase price (capital expenditure).  

t  = years of lifetime.  

Ct  = the amount of cash expenditures and revenues of the operating phase 

(cash flow). 

i = required yield in %. 

n = project lifetime. 

[1, p. 74] argues that if the NPV is positive, it means that the expected 

profitability of the project exceeds its required profitability. If the NPV is negative, it 

does not exceed the required profitability. It follows that based on the value of the NPV, 

which is the basic criterion for deciding whether to accept or reject a project, the 

investor can decide whether the project will be implemented or not. If the NPV is 

negative, the investor should decide to reject the project, and if it is positive, he may 

decide to implement the project. 
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In financial theory, according to [2, p. 103] is NPV considered to be the most 

appropriate way of economic evaluation of the project. It respects the time factor 

affecting cash income (not just profit) and takes into account lifetime earnings. 

However, the choice of the required yield - the discount rate of the project (i) can be a 

problem. In the following picture it is possible to see the course of NPV depending on 

the selected required yield. 

 

Picture 23, NPV profile [own creation] 

It can be seen from the picture that the higher the required yield, the lower the 

resulting net present value. 

2.4.4 Profitability index (PI) 

According to [2, p. 103] the net value is related to the profitability index. Unlike 

NPV, it is expressed as a ratio and not as the difference between discounted cash 

inflows and outflows. 
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Formula 4, Calculation of profitability index [source 2, p.103] 

𝑃𝐼 =

∑
𝐶𝑡

(1 + 𝑖)𝑡
𝑛
𝑡=1

I
 

PI = profitability index. 

I  = purchase price (capital expenditure).  

t  = years of the operational phase.  

Ct  = the amount of cash expenditures and revenues of the operating phase 

(cash flow). 

i = required yield in %. 

n = project lifetime. 

The result is the PI - profitability index. It becomes a decisive criterion in case it 

is necessary to choose the most suitable one from several projects with a positive NPV. 

Based on this index, the investor selects only those projects that bring the highest 

possible present value and are also capitalized. When calculating PI, we can get three 

groups of results. Greater than one, less than one and equal to one. They are 

interpreted as follows: 

PI> 1 - the project is acceptable. 

PI = 1 - the amount of discounted revenue is equal to the amount of discounted 

expenditure. 

PI <1 - the project is not economically advantageous. If the PI is less than 1, it 

also means that the NPV is less than 0. 

2.4.5 Internal rate of return (IRR) 

According to [1, p. 80], the IRR is a discount rate at which the NPV is zero. 

Projects that show an IRR higher than the discount rate (required project return) IRR>𝑖 

are evaluated positively.  
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Formula 5, Calculation of internal rate of return [source 1, p.80] 

0 = −𝐼 +∑
𝐶𝑡

(1 + 𝐼𝑅𝑅)𝑡

𝐷𝑃𝑃

𝑡=1

 

IRR = internal rate of return. 

I  = purchase price (capital expenditure).  

t  = years of the operational phase.  

Ct  = the amount of cash expenditures and revenues of the operating phase 

(cash flow). 

DPP =discounted payback period. 

The disadvantage of this method is that if it is not a project with a classic cash 

flow, that is, the cash flow changes the sign more than once, the IRR can acquire more 

values, or even none [1, p. 82]. (The classic cash flow was described in more detail at 

the end of Chapter 2.4.1.) 
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3 Practical part 

In the practical part the reference project will be introduced, and all required 

information will be summarized. 3 scenarios of constructing an apartment building built 

for the purpose of renting will be processed. Scenarios will be compared with each 

other and final evaluation of the BTR project from the developers perspective will be 

made. 

3.1 Introduction of the scenarios  

This chapter describes 3 scenarios that will be evaluated in the thesis.  

Scenario 1 – Sale of the building after completion 

It is assumed, that whole building will be sold as a portfolio to investor and the 

transaction will be finalized after using permit is issued.  

This scenario will be processed with investment capital consisting of both the 

developer's own resources and loan financing. Financing will be used up to the 

maximum possible amount of actual LTV. In the end the leveraged investment will be 

compared with the unleveraged one. 

Scenario 2 – Sale after two years of operating 

It is assumed, that whole building will be sold as a portfolio to investor and the 

transaction will be finalized after lease of all building at full occupancy and after two 

years of operation by developer. 

This scenario will be processed with investment capital consisting of both the 

developer's own resources and loan financing. Financing will be used up to the 

maximum possible amount of actual LTV. In the end the leveraged investment will be 

compared with the unleveraged one. 

Scenario 3 – Sale of the land with forward funding agreement 

Sale of the land to investor, with forward funding agreement for construction. 
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Forward funding will be covering developers construction expenses so that he 

does not need to use his own resources.  

Basic assumptions under which all calculations will be performed apply to all 

scenarios: 

The calculations are not burdened by inflation, changes in rental income or 

changes in rental-related expenses over time, as determining these changes is too 

complex and the result could be too far from reality. 

The total transaction price (exit value) will be based on NOI and applied net 

initial yield. (see chapter 3.2.7.) 

All scenarios will be processed from developers point of view.  

In terms of determining the relevant credit conditions, the developer was defined 

as a medium-sized company, the bank has no specific experience with it, its 

relationship with the bank is neutral. Based on the bank's analysis, it is a financially 

sound company. The credit conditions used in the work were determined based on 

consultation with source [57]. 

The tax conditions related to individual scenarios are not subject of this work 

and it is assumed that developer is selling a special purpose vehicle (SPV) which is 

owning the built apartment house and is therefore able to avoid taxation connected 

with the sale of the real estate.  Possible tax consequences will be at the level of 

shareholders of the sold SPV. In scenario 2 is income tax set at 19%. Base for 

calculations is calculated as NOI minus depreciation. Depreciation is set for 30 years 

period and loan interest (if any) are added to investment value. These facts were 

determined based on consultation with source [57]. 

By the developer required project's rate of return is 15% [57] 

Scenarios will be calculated with realistic numbers and it is possible that 

estimates stated in this thesis will differ from the values achieved in the future. 
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3.2 Reference project 

All economy evaluations and assessment of suitability of renting an apartment 

house instead of selling it to end users will be performed on specific reference project 

which will be introduced in this chapter. It is a real-life project, which is being built right 

now, with estimated date of finishing in august 2023. As input will be used real 

information and costs of the project. 

The project itself is strictly confidential, therefore only necessary information will 

be revealed. Information about the project was provided by an unnamed developer, 

that wishes to remain anonymous. Source number 57 will refer to this information. 

Apartment house is expected to be finished in year 2023. As a new building it 

meets all the requirements of modern housing such as underground garage for 

tenants, cellars, various common areas and more (see technical parameters in chapter 

3.2.3). Apartment house is developed as a BTR project since its inception. Around the 

project there is a modern housing development which fulfils the concept of large urban 

units and create a fully self-sufficient district with all civic amenities and facilities. [57] 

3.2.1 Locality  

Project is localized in a modern and dynamically developing part of Prague. The 

area is very well accessible, nearby is metro station, tram and bus stops. A new 

transport and engineering infrastructure is being created within the nearby 

development complex, which will bring the inhabitants closer to all public and civic 

amenities in the area. The area is located near an attractive trail that is widely used for 

recreation and sports. This trail is connecting reference project with few other 

development projects.  Most apartments in the apartment building are oriented to the 

south, others to the east or west. Based on factors mentioned above, locality is 

considered as suitable for rental project.  [57] 

On the following picture can be seen the orientation of the apartment building, 

north is upwards. Project in question is painted blue.  
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Picture 24, situation drawing [source 57] 

3.2.2 Visualization 

On the two following pictures visualizations can be seen, for a better idea of the 

project. On the first, the project is shown from the northeast and on the second from 

the southwest. 
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Picture 25, Visualization northeast [source 57] 

 

 

Picture 26, Visualization southwest [source 57] 
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3.2.3 Technical parameters of an apartment building 

Reference project has 7 above-ground and 1 underground floor. It consists of 

two sections, each with a separate entrance, staircase, and elevator. They are 

connected by an underground floor, in which are located garages, cellars and technical 

facilities of the house. On the ground floor there are 3 non-residential commercial 

premises in each section (a total of 6 units) and 4 flats (a total of 8 flats). From the 2nd 

to the 7th floor there are only flats, in total there are 98 flats in the house, including the 

1st floor. There are 74 parking spaces in the common basement and the 1st floor. 

Furthermore, another 16 parking spaces in the field are proposed (visitors). [57] There 

are prefabricated bathrooms designed in this project. 

Total area of all flats according to NV 366/2013 Coll. is around 4300 m2. Project 

disposition structure is attractive for rental housing due to high share of 1 and 2 rooms 

apartments with higher rental levels which consequently increase landlord profitability. 

Shares of individual apartments can be seen on the following picture. 

 

Picture 27, Total areas by disposition [source 57] 
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Thermal technical properties of building structures and fillings of 

openings [57] 

The thermal insulation properties of the designed "building envelope" structures 

meet the requirements of ČSN 73 0540-2. 

According to Act No. 406/2000 Coll., On energy management, and Decree No. 

78/2013 Coll., On the energy performance of buildings, the building will meet the 

requirement for a building with almost zero energy consumption. 

Apartment house is currently in the construction phase - therefore some 

technical parameters may still change a little bit. The rest of technical elements of the 

building are characterized in the chart below. 
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Table 1, Technical parameters of the reference project 1 [own processing by source 57] 
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Table 2, Technical parameters of the reference project 2 [own processing by source 57] 

Some of the technical drawings and their parts are part of the appendices 1-6 

in the end of the thesis. 

3.2.4 Cost of the project – Total cost 

Total direct cost of the reference project are as follows. The land on which the 

apartment building stands was purchased by the developer for CZK 72 303 000 (at the 

time of purchase, the building permit was already issued). A contract for the 

construction in the style of a design build in the amount of CZK 369 130 682 (excl. 

finishing and furnishing) has been concluded for the apartment building. Estimated cost 

of finishing and furnishing is CZK 24 500 000. Tax on the purchase of land and 



50 
 

furnishing in the amount of 21% of its price and tax on the construction of an apartment 

building in the amount of 15% of its price. Total value added tax is CZK  74 816 240. 

Altogether, the total investment value is CZK 540 749 920. All these costs are meant 

to be paid once. For a better overview, see the chart below. [57] 

 

Table 3, Investment budget [own processing by source 57] 

3.2.5 Expected operating expenses  

Developer had another finance consulting company to estimate the operating 

expenses, which consist of several items. The biggest portion of these expenses are 

taken by utilities in sum of 2,2mil CZK. Second biggest item is furniture renewal in sum 

of 621 760 CZK. Altogether, it is estimated, that CZK 4 425 910 will be spent on 

operating expenses in every year of the operational phase.  [57] 

 

Table 4, Operating expenses [own processing by source 57] 
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3.2.6 Expected gross revenue  

Also, the gross revenue had the developer estimated by another finance 

consulting company.  The most important part of income is rental income, which should 

be almost CZK 24,7 mil.  per year. The location, type of building, vicinity of services, 

public transport, floor area, floor level, balcony or terrace size, parking, storage, and 

many other factors, that affect the rental rate were taken into account. Then there are 

some other payments from tenants in amount of CZK 3 559 290 per year, payments 

for utilities or additional services can be included here. And of course, the long-term 

vacancy estimate, which is editing the gross rental income by unoccupied flats and 

spaces. Average vacancy has been estimated to be 5%. Altogether, it is estimated, 

that the annual revenue should do CZK 27 005 570 per year. For better overview 

please see chart below. [57] 

 

Table 5, Gross revenue [own processing by source 57] 

Therefore, it is possible to determine the estimated annual net operating income 

(NOI) by subtracting operating expenses (chapter 3.2.5.) from gross revenue. In the 

scenarios will be calculated with annual NOI in amount of CZK 22 579 660. For better 

overview please see chart below.   
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Table 6, Net operating income [own processing by source 57] 

3.2.7 Partial calculations - valid for all scenarios 

It is necessary to estimate the real market value of the project at the time of its 

sale, to assess, whether the required profit can be achieved by the developer. The 

most common method for similar estimates is the share of NOI in the year immediately 

following the transaction with the required return of the investor. 

According to several sources [57-61], current yields on rental projects are 

around 4%. Rental projects in older real estate and in real estate located in less 

lucrative locations exceed 4%. On the other hand, yields from new residential buildings 

range between 3-4%. None of these sources is anticipating a larger increase any time 

soon. 

As a new building, the reference property can be included in the group of lower-

yields residential projects. In addition, it is located in an area that is expected to develop 

rapidly in the coming years. 

For these reasons, exit value of the real estate will be estimated by the share of 

the estimated NOI and 3,5% yield. It should be noted that such a low yield for many 

investors does not achieve the desired economic effect. However, the assumption of 

an increase in rents in the next 2-3 years and an increase in the price of the property 

during its holding by investors remains a major influence. This does not affect the 

change in yield, but it certainly affects the efficiency of the entire investment from the 

investor's point of view. Yield 3,5% can therefore be considered as the yield required 

by the investor and it can be assumed that the exit value of the real estate estimated 

by this method and this yield will be realistic and there will be no problem in finding a 

suitable investor. The following table shows the calculation of estimated exit value. The 

result of this calculation will be used in all three scenarios. Estimated exit value is CZK 

645 133 150.  
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Table 7, Exit value of the real estate [own processing] 

As stated in chapter 3.2.4., developer has closed design build deal with the 

constructor and is paying him pre-determined amounts based on completed 

construction milestones. Provided that the construction production proceeds according 

to plan and without increasing prices or extending time, developer should be paying 

the constructor 40% of construction costs in 2021, 35% of construction costs in 2022 

and 25% of construction costs in 2023.  It is expected that the works on the apartment 

building should be done in august 2023. Following table shows time allocation of 

investment costs. 

 

Table 8, allocation of construction costs over time [own processing] 

3.3 Scenario evaluation 

In this chapter, all three scenarios of handling the BTR project will be evaluated 

separately. For the purposes of evaluation, the information from chapter 2.4 of this 

diploma thesis, dealing with the methods of evaluation of investment plans, will be 

used. The scenarios will be evaluated from the perspective of the developer's working 

capital used to finance the project. Cash-flow will be compiled for each scenario first. 

After calculating cash-flows, the scenarios will be evaluated according to efficiency 

indicators. Each scenario will be assessed in terms of net present value, internal rate 

of return and payback period. In addition, the scenarios will be evaluated in terms of 

the risks involved. At the end of the chapter, the individual scenarios will be compared 

with each other and conclusion will be made. 
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3.3.1 Scenario 1 – sale after construction completion 

In this scenario, developer will be selling the built project to one institutional 

investor. This sale is arranged since before the beginning of the construction via 

forward purchase agreement. Transaction will be finalized after using permit is issued. 

Developer has used bank financing as a source of external finance. Based on 

source number [57]. Following credit parameters were used. Maximal possible loan to 

value ratio (LTV) is set at 75%. Arrangement fee in amount of 0,8% of the used LTV 

ratio is paid once, at the first drawdown of the loan. Commitment fee in amount of 

0,45% of the undrawn value of the loan is paid annually. Total interest in amount of 

2,1%+3,14%=5,24% is paid annually from the drawn part of the loan. Following table 

shows used credit parameters. 

 

Table 9, Credit parameters, scenario 1 [own processing] 

Financing was used up to the maximum possible amount of LTV.  

When compiling cash flow describing the leveraged investment, chapters 2.4 to 

3.2.7. of this thesis were used as a basis.  

 

Table 10, Scenario 1- sale after completion [own processing] 
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As can be seen on the table above, the construction is planned to be finished in 

2023 (august). Total investment value (including VAT) is CZK 540 749 930. Developer 

has used external financing in amount of CZK 405 562 447, which is 75% of the total 

investment value. Building costs are allocated over time accordingly to chapter 3.2.7. 

After construction completion the project will be sold for exit value of CZK 645 133 150, 

as stated in chapter 3.2.7. The cumulated cash flow of the project is negative 

throughout the construction period, meaning that the developer must be able to cover 

the negative cash flow from his working capital. The minimum is reached in the year 

2022, when the developer must be able to prefinance CZK 162 480 311, which is 30% 

of the total investment value.  

Furthermore, the net present value was calculated using formula number 3. The 

inputs were the CF row values from the previous table and the required yield of 15%. 

The result of this calculation is the sum of CZK - 7 355 347. This means that the current 

value of revenue is lower than the current value of expenditure and the project is 

therefore unacceptable from this point of view.  

Next, the internal rate of return, which in this scenario is 12,72%, was calculated 

using the IRR function in Excel (Office 365). Another evaluation element to be taken 

into account in the final comparison is payback period. From the cash-flow table can 

be seen that the assumed final exit from the project is in year 2023 therefore the 

payback period is 3 years.  

It follows from the above that the investment as such will not reach the required 

appreciation of 15% and is therefore unacceptable from the point of view of the overall 

resources invested by the developer. If unleveraged investment efficiency would be 

estimated, efficiency indicators would reach even lower values and the project would 

not be acceptable as well. The following table shows the result values for both 

leveraged and unleveraged investment. 

 

Table 11, Scenario 1 results [own processing] 
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Only leveraged investment which is reaching higher effectiveness indicators 

values will be compared with other scenarios. 

3.3.2 Scenario 2 - renting for 2 years and then selling 

In this scenario it is assumed, that whole building will be sold as a portfolio to 

investor and the transaction will be finalized after fitting out realization, lease of all 

building at full occupancy and after two years of operation by developer. 

Calculations will be processed with investment capital consisting of both the 

developer's own resources and bank financing. Based on source number [57] following 

credit parameters were used. Maximal possible LTV is set at 75%. Arrangement fee in 

amount of 0,8% of the used LTV ratio is paid once, at the first drawdown of the loan. 

Commitment fee in amount of 0,45% of the undrawn value of the loan is paid annually. 

Total interest in amount of 2,1%+3,14%=5,24% is paid annually from the drawn part of 

the loan in the investment phase and total interest in amount of 1,6%+3,14%=4,74% 

is paid annually from the drawn part of the loan in the investment phase. Following 

table shows used credit parameters. 

 

Table 12, Table 9, Credit parameters, scenario 2 [own processing] 

Financing was used up to the maximum possible amount of LTV.  

When compiling cash flow describing the leveraged investment, chapters 2.4 to 

3.2.7. of this thesis were used as a basis.  
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Table 13, Scenario 2 - sale after two years of operation (1) [own processing] 

 

Table 14, Scenario 2 - sale after two years of operation (2) [own processing] 

As can be seen on the tables above, the construction is planned to be finished 

in 2023 (august). Total investment value (including VAT) is CZK 540 749 930. 

Developer has used external financing in amount of CZK 405 562 447, which is 75% 

of the total investment value. Building costs are allocated over time accordingly to 

chapter 3.2.7. After construction completion the project will be operated by developer 
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for two years. In this time NOI will be generated from leasing the building. After two 

years period of operation, the building will be sold for exit value of CZK 658 035 810 

which is 102% of the value stated in chapter 3.2.7. This 2% surcharge is charged 

because the building is sold filled with tenants. The cumulated cash flow of the project 

is negative throughout the whole investment and operational phase, meaning that the 

developer must be able to cover the negative cash flow from his working capital. The 

minimum is reached in the year 2024, when the developer must be able to prefinance 

CZK -194 736 448, which is 36% of the total investment value.  

Furthermore, the net present value was calculated using formula number 3. The 

inputs were the CF row values from the previous table and the required yield of 15%. 

The result of this calculation is the sum of CZK - 33 626 955. This means that the 

current value of revenue is lower than the current value of expenditure and the project 

is therefore unacceptable from this point of view.  

Next, the internal rate of return, which in this scenario is 9,07%, was calculated 

using the IRR function in Excel (Office 365). Another evaluation element to be taken 

into account in the final comparison is payback period. From the cash-flow table can 

be seen that the assumed final exit from the project is in year 2025 therefore the 

payback period is 5 years.  

It follows from the above that the investment as such will not reach the required 

appreciation of 15% and is therefore unacceptable from the point of view of the overall 

resources invested by the developer. If unleveraged investment efficiency would be 

estimated, efficiency indicators would reach even lower values and the project would 

not be acceptable as well. The following table shows the result values for both 

leveraged and unleveraged investment 

 

Table 15, Scenario 2 results [own processing] 
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Only leveraged investment which is reaching higher effectiveness indicators 

values will be compared with other scenarios.  

3.3.3 Scenario 3 – Sale of the land with forward funded 

construction 

In this scenario it is assumed, that investor acquires land from a developer. The 

developer will construct development paid for by the investor with an additional, profit-

related, payment to the developer at completion assuming all has gone well.   

Developer does not need source of external financing since forward funding 

provided by investor will be covering the construction expenses.  

When compiling cash flow describing the forward funding scenario, chapters2.4 

to 3.2.7. of this thesis were used as a basis.  

 

Table 16, Scenario 3 – sale of the land with forward funded construction [own processing] 

As can be seen on the table above, the construction is planned to be finished in 

2023 (august). Total investment value (including VAT) is CZK 540 749 930. Building 

costs are allocated over time accordingly to chapter 3.2.7. Developer must use his own 

resources to acquire the land, which is in year 2021 sold to the fund, after the selection 

of the general constructor. The construction is forward funded by the investor and 

therefore, the cash-flow in years 2022 and 2023 is zero. After construction completion 

in year 2023 the fund can start operating the building. After set period the fund will pay 

the developer the last profit-related payment. Altogether the fund will pay the developer 

same amount of money as in 2 previous scenarios. The cumulated cash flow of the 

project is negative only until the sale of land, meaning that the developer must not be 

able to cover the construction costs from his working capital. The minimum is reached 

in the year 2020, when the developer must be able to prefinance CZK 87 486 630, 

which is 16,2% of the total investment value.  
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Furthermore, the net present value was calculated using formula number 3. The 

inputs were the CF row values from the previous table and the required yield of 15%. 

The result of this calculation is the sum of CZK 53 299 563. This means that the current 

value of revenue is higher than the current value of expenditure and the project is 

therefore acceptable from this point of view.  

Next, the internal rate of return, which in this scenario is 49,33%, was calculated 

using the IRR function in Excel (Office 365). Another evaluation element to be taken 

into account in the final comparison is payback period. From the cash-flow table can 

be seen that the assumed final exit from the project is in year 2024 when the last profit-

related payment from the fund is made, but the payback period is equal to time during 

which is the cash-flow in negative values and in this case the payback period is one 

year. 

It follows from the above that the investment will reach the required appreciation 

of 15% and is therefore acceptable from the point of view of the overall resources 

invested by the developer. The following table shows the result values for this scenario. 

 

Table 17, Scenario 3 results [own processing] 

It should be noted that the IRR of 49,33% is unusually high. In the scenario it is 

calculated with an ideal situation, where the investor is covering all the construction 

costs and developer does not need to use his own capital. Whereas in reality there 

may be a situation where for example: the financing agreement will consist of several 

payments for completed construction stages. However, the developer will be obliged 

to pay the construction costs to the general contractor monthly, thus creating the need 

to prefinance one construction phase at a time by the developer. This would have big 

impact on the reached economic indicators values.  

A variation of scenario 3 was calculated as well. In this variation was scenario 3 

assessed from investors point of view. Investor is financing the construction through 
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forward funding and after the construction is finished, he starts renting the apartment 

house. Operational phase lasts for 5 years, after which investor sells the project with 

exit value estimated by the same method as in previous scenarios. Assumptions used 

to calculate this scenario 3 variation were the same as by scenarios 1 to 3, with one 

difference in NOI calculation. Investors NOI was calculated with average 3% annual 

incline in investors gross revenues and average 2% annual incline in investors 

operating expenses. This also changed the exit value for which is the real estate sold 

after the operational phase ends. Investor has used external financing with maximal 

possible LTV ratio and credit parameters same as in scenario 2. (Cash-flow of this 

scenario variation is part of the appendix number 10.) This variation has reached IRR 

of 8,95% after the sale of the apartment house. This IRR might mean, that exit value 

used to calculate scenarios 1, 2 and 3 really is acceptable and that scenario 3 would 

be economically acceptable by investors in case they would be satisfied with IRR 

achieving almost 9%. 

3.3.4 Risks, pros, and cons 

It is important to consider also non-financial assumptions when comparing 

different scenarios. Scenarios must also be assessed in terms of the various risks, 

difficulties or complications that may arise in connection with their implementation. 

Each of the evaluated scenarios contains specific risks that set it apart from the 

other scenarios. The developer must take these risks into account to be able to choose 

the best investment option for him.  Next follows a list of some of them and a description 

of their impacts and ways to mitigate or eliminate these impacts. 

Increase in construction costs. 

In the case of scenario 1, where the selling price is determined in advance, the 

developer overtakes this risk and the increase in construction costs is therefore equal 

to a reduction in its profit. It is necessary to be aware of this risk and try to avoid it, or 

to transfer it to the supplier. Scenario 3 is subject to the same risk as the payment 

schedule for forward funding is drawn up before construction starts. In this scenario it 

can be mitigated by properly set up contract with the investor. On the contrary, in 

scenario 2, where the exit value of the project is determined after the end of 
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construction, it is possible to reflect this increase in costs in the selling price and thus 

try to pass it on to the future investor. 

Extension of construction time. 

In all scenarios, this is likely to have the effect of extending the project's exit 

period and increasing the cost of borrowed capital due to the need to refinance the 

loan. However, in Scenario 1, it is very likely that the investor would require the 

developer to reimburse him for the lost profit or costs incurred due to the delay in 

starting operations. Because the investor undoubtedly plans to start renting an 

apartment house as soon as possible. In scenario number 3, the investor could refuse 

to pay a profit-related payment. For developer it is important to transfer this risk to the 

supplier or at least define in the contract with the investor how such a situation will be 

approached and thus ensure more suitable conditions for himself. 

Incorrectly estimated exit value. 

This risk does not play a role in scenario 2, as the exit value is determined 

approximately at the time of the sale. However, it is very important for scenarios 1 and 

3. During the construction period of 2 and a half years for this reference project, market 

conditions may change dramatically, and the predetermined exit value of the project 

may be too low, for example due to an increase in expected construction costs or in 

the case of estimating exit value by the share of NOI and required yield by increasing 

rents and thus increasing NOI. This risk cannot be avoided and must be taken in. For 

developer it is obviously important to ensure the exit value to be as high as possible.  

It is possible that market conditions would change in such a way that if the price of the 

property were determined at the time the property was sold, it could be sold for more. 

Project exit and market development. 

Scenarios 1 and 3 are expected to exit the project in 2023, but in scenario 2 it 

is expected to exit the project in 2025. This entails certain risks associated with the 

probability of greater market variability related to the longer duration of the project. 

Ultimately, this can have both positive and negative effects. It is important for the 

developer to take into account the possibility that the market will develop in an 

unfavourable direction for him. Also, the longer it takes to exit the project, the longer 
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developer must wait to see profit. For developer it is possible to mitigate this risk by 

choosing shorter lasting projects, with estimated exit year in near future rather than far 

future. 

At the same time, the exit from the project can in all scenarios be affected by 

the change in the time needed for construction, as mentioned before. However, in 

scenario 2 the exit from the project can be delayed also because of the inability to 

occupy the apartment building by tenants during the selected period of time, and the 

long-lasting process of investor selection and the sale itself. Therefore, developer must 

be ready to undergo this delayed exit and try to avoid it at the same time. 

Investor failure 

This risk does not apply to scenario 2 since the future owner is selected only 

after the work is completed. In the case of scenario 1, there is a possibility that the 

future owner who signed the forward purchase agreement will become insolvent, for 

example. This situation would extend the exit time from the project for the developer 

by the time of looking for a new investor. However, this would have the worst impact 

in scenario 3, where the developer would lose the financing of the construction and 

would have to finance the construction from his own resources or to quickly seek for 

another source of financing. The impact of this risk can be mitigated by obtaining a 

bank guarantee to finance the work in the event of a default on the part of the fund.  

The above-mentioned risks are simplified in the following table for better 

overview. 

 

Table 18, Risk allocation [own processing] 

Of course, each scenario contains a large number of additional risks. The 

developer should devote sufficient time and resources to identifying and assessing 

these risks before deciding on a particular scenario. 
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Each of the compared scenarios can be associated with certain advantages and 

disadvantages, which the developer should also be aware of. The developer must take 

these facts into account to be able to choose the best investment option for him. 

Scenario 1 

The disadvantage of this scenario is the higher level of risk associated with 

increasing construction costs, project delays, determining exit value and others. One 

of the disadvantages is also the need to prefinance almost CZK 162,5 mil in 2022. 

On the other hand, the undeniable advantage is the short duration of the project. 

Scenario 2 

This scenario can be associated with disadvantage, that the developer must 

have the capacity to occupy the property with tenants, take care of them, maintain a 

positive relationship with them, solve all the complications and situations that arise in 

connection with renting the property. Another disadvantage, when comparing to other 

scenarios is, that the exit year is 2025. That means that developer must wait 2 years 

longer to see profit from the project. One of the disadvantages is also the need to 

prefinance CZK 194,7 mil in 2024. Main advantage of this scenario is, that risks 

associated with other two scenarios have rather low impact and that the exit value must 

not be estimated in advance. This may cause, that with favourable market development 

could this project reach much higher efficiency coefficient results, as it has reached in 

chapter 3.3.2.  

Scenario 3 

The biggest advantage of the forward funding structure form is, that it offers 

significant cash flow from the early land sale and certainty of construction financing. 

The risks are allocated between developer and investor more balanced than in the 

scenario 1.  

The cooperation between fond and developer is usually very close. This can be 

seen as an advantage, because if the relationship is good, there is a chance that the 

fond would want to cooperate in the future as well. But it can be seen as disadvantage 

too, because the fund 's entries into the construction process may have an impact on 
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extending the construction period and raising construction costs or other 

complications. Another disadvantage in comparison with scenario 1 and 2 is, that if 

anything goes wrong with the construction, it is very easy for the fond to hold back the 

last profit related payment.  

The above-mentioned pros and cons are simplified in the following table for 

better overview. 

 

Table 19, Pros and cons [own processing] 

* The ratio of the positive change in market conditions to the increase in yield 

from the given scenario (increase in NOI, increase in exit value, etc.) In case the market 

would develop in unfavourable way, this would have opposite effect. 

3.3.5 Final comparison and evaluation 

Thanks to the evaluation methods described in Chapter 2.4., the 3 investment 

scenarios can be compared relatively easily. The following table shows the values 

created under chapter 3.3.1. for scenario 1 - sale of the project after the using permit 

is issued, chapter 3.3.2. for scenario 2 – sale of the apartment house after filling it with 

tenants and 2 years of operation by developer and chapter 3.3.3. for scenario 3 - sale 

of the land to investor, with forward funding agreement for construction. 

Following table shows the results of all three scenarios. 
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Table 20, Final results [own processing] 

When comparing the investment variants on the base of their net present value 

(NPV, required return 15%), in scenarios 1 and 2 this value is negative. The internal 

rate of return (IRR) turned out to be lower than the required rate of return. Based on 

this information, the investor could be advised not to accept either of these scenarios. 

It is clear, that from finance point of view is scenario 3 unequivocally most appropriate. 

Scenario 3 reaches positive net present value (NPV) of CZK 53 299 563 and internal 

rate of return (IRR) of 49.33%, which is more than 3 times higher than required. Also, 

the payback period (PP) is shortest with this scenario - only 1 year, which is 2 years 

shorter than scenario 1 and 4 years shorter than scenario 2. 

In scenario 3, the minimum cumulated cash flow (CCF min.) Is almost CZK 74 

mil. higher than in scenario 1 and by almost CZK 107 mil. higher than in scenario 2. 

This means that in scenario 3 the developer must prefinance from his own resources 

less than in scenarios 1 and 2. The maximum cumulated cash flow (CCF max.) is after 

the sale of the real estate highest again in scenario 3. These facts confirm that scenario 

3 is the most financially appropriate scenario. 

Based on the above information, it can be argued that scenario 3 - forward 

funding structure, is more economically advantageous than scenarios 1 and 2, while 

bringing lower capital expenditures. If the investor chooses this scenario, it will also 

result in a smaller number of obligations (it does not address, for example, project 

financing, real estate management, or finding and managing tenants). On the other 

hand, developer should have the funds available as a reserve in case of increase in 

construction costs, when needed to use financing other than forward funding from the 

investor, or other reasons. It is important that the design build contract with the general 

constructor and forward funding agreement with the investor contains both the most 
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appropriate payment conditions for the developer. If this does not meet the conditions 

envisaged in this scenario calculations, the impact on the achieved values of economic 

indicators could be very significant.  

In terms of risks, scenario 2 probably brings the lowest risks out of the three 

evaluated scenarios but is the least economically advantageous. As stated in previous 

chapter, market development in future has the biggest impact on this scenario (when 

compared to other two scenarios). This fact may be seen as an opportunity, but also 

as a threat.  It is up to the developer to decide which risks are acceptable to him, which 

he can avoid and which he can pass on to someone else in each scenario, before 

deciding to implement one of the scenarios. Since the market is expected to develop 

in rather favourable way (see market analysis in theoretical part of this thesis), it may 

be advantageous to implement scenario 2 from this point of view.  

Based on the above it is possible to recommend the forward funding structure 

of BTR project as the most suitable one. 

The claim that scenarios 1 and 2 are economically unacceptable was 

intentionally NOT made in this chapter. Although these scenarios do not reach the 

required values of efficiency indicators, this fact might change dramatically if slightly 

different values would be used in calculations.  

For example, if the exit value of the project in scenario 1 would be calculated 

from annual NOI which would be 5% higher (this value seems relevant according to 

chapter 2.1.1, where based on the research is stated, that rents will be growing in the 

next 2-3 years), the IRR of the project would reach 19,1%, making it economically 

acceptable (cash-flow of this variation of scenario 1 is part of the appendix number 7).  

Or in scenario 2, which is planned to be sold in year 2025, could be the exit price 

alternated even more, since the locality where the development is localized is 

considered to be rapidly evolving. For example, if the apartment house would be sold 

for 11% higher value as calculated in chapter 3.2.7. (this means, that the building value 

would increase 11% in 4 years), the IRR would reach 15,27%, making it economically 

acceptable too. (cash-flow of this variation of scenario 1 is part of the appendix number 

8). 
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Or if the interest on loan in scenario 1 would be lower for example 4% instead 

of 5,24%, the IRR of the project would reach 15,04%, making it economically 

acceptable as well. (cash-flow of this variation of scenario 1 is part of the appendix 

number 9). 

Therefore, it is not possible to claim, that none of the BTR projects assessed 

similarly as in scenarios 1 and 2 could reach the required 15% IRR. It is up to each 

developer to determine the values achievable for him and assess the project based on 

them. 
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4 Conclusion 

The aim of the diploma thesis was to evaluate the economic efficiency of the 

BTR project. This evaluation was made from the developer's point of view. 3 scenarios 

with different approaches to the BTR project were compared. 

In the theoretical part, the market situation from the perspective of BTR projects 

was analysed and related concepts were clarified. An important part of the theoretical 

part of the work are chapters dealing with the definition of BTR project and methods of 

evaluating economic efficiency. 

The practical part was focused on defining individual scenarios - sale of an 

apartment house after the using permit is issued (scenario 1), sale of an apartment 

house after 2 years of operational phase and after filling the building by tenants 

(scenario 2) and sale of land and subsequent construction financed through forward 

funding (scenario 3). Defining a reference project that served as the basis for all 

calculations and, of course, evaluating individual scenarios by creating financial flows 

for each of them. Information obtained during the creation of the theoretical part was 

used, thanks to which it was possible to compare the variants and evaluate which of 

them is more economically advantageous. 

Scenario number 3 - sale of land and subsequent construction financed through 

a forward funding was evaluated as the most advantageous scenario. Net present 

value (NPV) was calculated at CZK 53,3 mil, internal rate of return (IRR) at 49,33%. 

The payback period was set at 1 year - after the sale of the land. 

When comparing scenario 3 with other scenarios, each of the used investment 

efficiency indicators indicates, that the forward funding structure is the most 

economically advantageous approach to the BTR project from the developer's point of 

view. 

Scenarios 1 and 2 did not achieve the required return under the conditions used 

for the calculations. 
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If the developer were able to obtain more suitable conditions for external 

financing or sell the property at a higher exit value, it would be possible to achieve 

remarkably better economic indicators results in all three scenarios. 

The overall conclusion of the work is that BTS projects intended for sale to end 

users will always be built. But it is possible to expect more BTR projects in the future 

than before. From the point of view of economic efficiency, BTR projects can be 

considered feasible. Thanks to forward funding, it is possible to achieve a very short 

payback period under suitable conditions. As noted in the theoretical part of the work, 

"BTR projects are and will be represented in the market", the practical part of this work 

confirms the perspective of BTR projects as well. 

This diploma thesis can help anyone who is considering the implementation of 

a BTR project or is deciding between the implementation of BTS and BTR project and 

wants to get an overview of the current market situation, a suitable way to design the 

project, what to look out for or what are the benefits of the chosen project. If it doesn't 

help directly, it will broaden horizons. 
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Appendix 1, Table of rooms [source 57] 
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Appendix 2, model apartment 1 [source 57] 
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Appendix 3, model apartment 2 [source 57] 
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Appendix 4, One half of floor [source 57] 

 

Appendix 5, Section drawing 1 [source 57] 
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Appendix 6, Section drawing 2 [source 57] 
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Appendix 7, Scenario 1, variation 1, higher exit price [own processing] 

 

Appendix 8, Scenario 2, variation 1, higher exit price [own processing] 

 

Appendix 9, Scenario 1, variation 2, lower interest [own processing] 
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Appendix 10, Scenario 3, variation 1, investors point of view [own processing]  


