INDONESIAN

SA4ASIVIddV

Challenges in
Valuing

Investment
Property

Okky Danuza
INDONESIA - MAPPI
AVA Congress 2023, Kuching Malaysia




oy o . . . . Int ]
i Masyarakat Profesi Penilai Indonesia s !

@) [Ndonesian Society of Appraisers and Trustworthy

Property Investment & Investment Property
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* Income Producing Property

* Investment Grade Property
 Commercial Property
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Valuation Approach

Income

Market Approach Approach

Cost Approach

Difficult to get
Comparable
Data
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Financial Motive of Investment >> Value of The Investment

 Present Value of
Net Operating
Income

 Present Value of
Resale Value
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Non Financial Benefit of Property Investment
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Cash In A An+1
Cash Out B B1 B2 B3 Bn Bn+1
Net Operating Income A

% Discount Rate
| Present Value of NOI 1-n
Present Value of Terminal Value
Property Value
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Discounted Cash Flow Model
Description _ [coumn2flv:  BAv2  Hvs  Evs  Hvs

.‘ Cash In 5% 100.00 105.00 110.25 115.76 12155 127.63
Cash Out 5% 80.00 84.00 88.20 92.61 97.24 102.10
W Net Operating Income (NOI) 20.00 21.00 22.05 23.15 24.31 25.53

== DR 10% 0.91 0.83 0.75 0.68 0.62

¥ Present Value of NOI 18.18 17.36 16.57 15.81 15.09
= Sum of PV.NOI
Capitalization Rate
Terminal Value (TV)
PV.TV

Property Value
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Challenges in Building Financial Model for
Investment Property

* Rental Rate
» Occupancy Rate

e Owner’s Expectation

« Market Discount Rate
» Comparables of Capitalization Rate
« WACC
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Rental Rate
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Discount Rate
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Terminal Value
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Value Indication

* Expected Capital Gain has significant effect in Value Indication

* Property Price and Value are also effected by non financial motives
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Valuation Simulation

% This Simulation is Hypothetical Valuation based on the market data:
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¢ The Big Gap from Income Approach and Cost Approach is the signal to
revisit both approaches calculation

& In Cost Approach, should consider the Economic Obsolescence if relevant

& Cost Approach is still relevant, since Capital Expenditure to invest is the cost of
acquiring Land and Cost to Build

% In Income Approach, adjusting the Terminal Value to accommodate the
Expected Capital Gain
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Description Description2 Description3

Terminal Value Perpertuity Value 3,552,386,731
6%
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