	
	Rate of Return for a Studio in International City
	

	
	
	
	
	
	
	
	

	Purchase Price Today (All Inc)
	355,000
	
	
	
	
	
	

	Annual Maintenance (1st Year)
	4,998
	
	
	
	
	
	

	Future Selling Price (Net)
	500,000
	
	
	
	
	
	

	Implied Growth Rate (%)
	35
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Time
	Inflow
	Outflow
	Net Cash Flow
	
	
	
	

	Beginning (Start Year 1)
	30,000
	359,998
	-329,998
	
	
	
	

	End Year 1, Start Year 2
	36,000
	5,248
	30,752
	
	
	
	

	End Year 2, Start Year 3
	36,000
	5,510
	30,490
	
	
	
	

	End Year 3, Start Year 4
	42,000
	5,786
	36,214
	
	
	
	

	End Year 4
	500,000
	6,075
	493,925
	
	
	
	

	
	
	Rate of Return
	17.5%
	
	
	

	Assumptions
	
	
	
	
	
	
	

	1. Maintenance fees increase at 5% each year
	
	
	
	
	
	

	2. Initial maintenance based on 476 sq ft area at 10.5 Dhs/sq ft
	
	
	
	
	

	3. Apartment will be rented for 36 K per year but will take 2 months to get on to market. Rent paid at the start of the year
	

	4. Rent fixed for first 3 years. Increased to 42K in 4th year
	
	
	
	
	

	5. No agent, direct to the tenant
	
	
	
	
	
	
	

	6. 4 YEAR HOLDING PERIOD…. apartment sold at the end of the 4th year
	
	
	
	

	7. No debt financing, 100% Cash. Using a loan may increase your rate of return.
	
	
	
	

	8. I have used an analytical method called 'Internal Rate of Return'. Its widely used in Finance
	
	
	


