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‘Volume I Investing in Land

e LESSON ONE

RENY )

: Real Estate Development
R TEXT

+ Part I Why Real Estate Development
- Is An Attractive Business

- Admit it! Americans honor and respect success. Horatio Alger ranks with George
Washington in our national mythic consciousness. Mereover, we lové and sometimes
exalt the progeny of success: money.

‘There are few businesses in the United States that offer as many rewards and
opportunities as real estate development. But it wculdn’t be such an attractive and
lucrative business if it wasn’t for one fact: development is first and foremost about
land. Why is lard so special? Will Roger’s advice, “Buy land, they ain’t making
any more of it,” contair all of the reasons why land is a good investment. Those
reasons .are:

Land is unique. No parcel of land is like ary other parcel of land in the world.
It ic unique in its physical location, as well as its physical characteristics. This is
why “location, location, location” are often cited as the three most important factors
in real estate in general and development in particular.

Land is indestructible. You can mine lard, blow it up, move the dirt, but you
ean-never-destroy the surface of the earth. Think about it: homes, cars, factories,
humans, every thing else decays and falls apart, but “the earth abide forever,” in,
the words of Ecclesiastes. This is why land has always been considered such good
collateral, and why lenders consider it a good investment. People come and go, but
the land is always there.

Land is immobile. You cannot pick up land and move it anywhere. You cans
not lose it, steal. it, or hide it. You never go looking for a piece of land you owﬁ
and say, “Gee, it was here yesterday.” Your land is always where you saw it last.

Uniqueness, indestructibility, and immobility are the distinguishing features }‘(‘>f
real estate.. What about development, which is the specific branch of the real estét;
business thatconstructs buildings? The factors discussed above are the main reasons

- 1 ——



that make it an aitractive proposition.

Part II The Players In Real
Estate Development

There are four main players in real estate development: speculators, subdividers,
land developers, and builders.

Speeulators buy raw, undeveloped land hold onto it, and sell it at a later date
for a profit. They do nothing to develop the land. The speculator presumably knows
land values will rise in an area in a short period of time. The reason could be a
new employer, shoppirg mall, or interstate highway. Regardless, land speculators
(and developers in general) always try to buy in the direction of growth. The
advantages of land speculation are costs lower than development and high potential
gain. The disadvantages are that raw land generally does not produce income,
tinancing is difficult to obtain becausc nothing is dope to improve the land, and
tuture increases in value, nceded to make the investment pay off, may or may not
materialize. »

Subdividers buy raw land and, if not zoned for its best use, attempt to change
the existing zoning to a higher and more valuable use or density. One example is
to buy land Zoned residential and attempt to have it Zoned for commercial or in-
dustrial use. Subdividers also seck to divide the land into blocks, building lots and
streets in accordance with government regulations.

Like speculators, subdividers gamble that the land they buy will be ready for
deveélopment soon. Subdividers reduce their risk by doing market studies that decide
if development is likely in the foreseeable tuture.

Subdividers can buy from land speculators or from private individuals. They
will usually sell to a land developer or a land developer/builder. -,

Land developers install water, sewer, utilities, streets and curbs. These impro-
vements are called “infrastructure.” The land developer must first obtain ail govern-
ment approvals, notably zoning and subdivision approvals. They may try to do this
themselves, or they may buy a parccl from a subdivider who has already done the
work.

Builders erect buildings on the property-homes, apartments, stores, factories. They
are the final participants in the development process.

Note that, with the exception of speculators, cach of the players adds value
(and profit) to the land at each successive stage. For example, obtaining zZoning
and subdivision approval is a major challenge. Many developers are not enthusiastic
about dealing with government agencies. Consequently, they will gladly pay a
premium to a subdivider to buy land that already has approval to build. Similarly,

2 e



many land developers do not want the added responsibility of being a builder, $e
they sell their improved lets to builders.

The most profitable procedure is to perform the entire operation: buy land, get
zoning and subdivision approval, put in infrastructure, and build. Not only does the
value of the project increase with cach step, but you will be able to obtain more
attractive rates of financing if you are the builder as well as the land speculator,
hecause & house is better collateral than land alone. While the decision to become
involved in ali the four stages may ssem enormous, the risks can be minimized if
you have done your homework, made decisions based on facts, and surrounded your-
self with competent professionals.

Each of these players can be active in all the markets for development:residen-
tial (both owner-occupied and rental), commercial, and industrial. While the principles
discussed in this book apply to all of these markets, the emphasis will be on residen-
tial development because in our opinion it offers the aspiring developer the best
chance to enter the business.

Before you become a developer, it would be wise to learn about those who came’

before you. You may be surprised to learn that real estate development is an ancient
business.

WORDS & EXPRESSIONS

rank (with) +i. have a place H—Mif

consciousness n. all the ideas, thoughts ... Z{R

exalt vt. make higher in rank, greater in power #FKX

progeny n. offspring, children “|*fh, F5it. 44 ®

lucrative adj. bring in plenty of money, profitable & %7K

foremost adj. mcst important, leading TP KM

unique adj. being alone of its sort ME-—{¥, MR

cite V&, give or mentlon as an example Fj;

indestructible adf. that can not be destroyed "R TITIRRE

immobile adj. that cannot move or be moved ZE- 251 5]

abide +vi. stay or remain EH

speculator n. a person who purchasing or selling in expection of great gain R}
. B]UE

presumably adv. probably TIfEHk

subdividcr n. a landownmer or developer who divides a rarcel or a tract of land

into smaller parccls for the purpose of making the smaller tracts
available for development 43ikE

developer n. one who does whatever is mecessary to transform anr undeveloped
parcel of land into parcels ready for construction EEW
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builder n. person who builds B

shopping mall. ¥ ‘

interstate highway M B5 B # A% .

materialize V. cause to beccme fact Ef&{k, S2HE

gamble Vvt. take great ricks in order to obtain.some possible profits ] ¥

zone V. e o SRR

foresceable adj. TIBILH o , -
Infrastructure  n. a municipality’s services and facilities such, as public transporta-

tion, parks, water and sewer ZERE

participant n. a person who takes part in Hin¥, 5%

successive adj, following one after another without interruptien 4R
premium n. extra money sk o

sewer n. a large drain to carry off the sewage PFAE ... . .
utility n. a public service /2

curb n. the stone on concrete edge of a pavement ¥WiIIF :
- collateral n. something of value offered as a guarantee that the abligation will be

fulfilled HEH 5 - ,
aspire vi. direct one’s hopes and efforts to some great ot important aims T,
P 4
subdivision n. 3R, HEXRE, R RIWENBEEHRIRET ML, EREER. Kz
RAFZRAREHSERTRR. ,

Zoning n. KR, ZEXE, B—-MHinikd i*%ﬁ'iﬁﬁiﬂfﬁﬁﬁﬁﬁﬁwﬁfﬁﬁ% XT

i T oA

iﬁﬂiiﬁﬂﬁi%’ﬂﬁf,ﬁ\%lﬁﬁﬁo _ o

raw land : land that has not bcen graded and made scady for the construqtion
of improvement ZEH, 4:Hl

pay off : pay the whole amount of £if

attempt to : try to AKE

seek to :try to WA

parcel n. a part or a portion of a piece of land Mt

Jot n. a parcel of land having frontag: on a road or a street.  CHYBSIVED
b LB

competent adj. well qualified FETFH

NOTES TO THE TEXT

1. But it weuldr’t be such an attractive ard lucrative business if it wasn't for one
fact: development is first and foremost about land.

R R B R, 20 R R X — g, E-MFEE&TA!IH&B&%IA IR

2. Buy land, they ain’: making any more of it,

MR, MR TEE MR HE L),
— 4 -



I.

they #8 people in general, — ¢ A; ain’t & aren’t, am not, has not Ml have not
HIEERSEE.

. Regardless, land speculators always try to buy in the direction of growth.

AEH AW, L BHUR A R B R i,

- The disadvantages are that raw land generally doesn’t produce income, financing

is difficult to obtain bccause nothing is done to improve land, and future increa-
ses in value, needed to make the investment pay off, may or'may not materialize.
H AR — A R AT, BT RALR R R R, RS
B st I BB T T, TR R IR A — R,

Notes that, with the exception of speculators, cach of the players adds value to
the land at each successive stage.

ERAXESIBROEINE, BT 8IS LSS 5ENE LN T i,

EXERCISES

. Comprehension:

A . Say whether the following statements are true or false according to the text.
1. Landisa good investment because it is unique, indestructible and immobile.

2. In real estate. development, the most profitable procedure is to perform
the entire operation: buy land, get zoning and subdivision approval, put

- in. infrastructure, .and build.
B. Questions.

1. What.are the mair characteristics of land?

1

2. Who are the main players in real estate development?
3. Do the speculators add value to the land?
Vocabulary:
A ‘Choose among (a),(b) and (c).
1. The. speculator presumably knows land value will
a short period of time.

in an area in

(a) raise (b) up (c) rise

2. Subdividers seek.to divide the land into

» building lots and streets
in. accordance with government regulations.

B

. (@) blocks : (b) lots (c) parcels - .
B. Choose the appropriate word or expression from the list below to fill in the
blanks, . .
in accordance with pay off fall apart first and foremost
.- enthusiastic about  with the exception ot attempt to  pay a premium. to
1. Development is about land.

2. Everything else decays and ,» but “the earth abide forever”.

3. The future increasc in value, neceded to make the investment



e

fmay of may noi materialiZe. -
4. Subdividers must divide the land _______ the government fegtlations.
article No. 102.
6. Nowadays a lot of young poeple are very much

§. We are quite satisfied with the goods

stock market.

7. Please me of two dollars for immediatary delivery.
8. Land speculators always ______ buy in the direction of growth.
K Translation:
A . Translate paragraph 3 to 5 of the text into Chinese.
B. Translate the following sentences into English.
1. L7 % H AR+ i,
2. RIUR -FEIFR B, BV E R SR W AKERI R e
3. BT RAMK A HE AR, BRI SR .
4. JrHR R s M B Y
5. BRI,

READING

What Zoning Regulates

In its simplest form, zoning states what you can and cannot put on vour propet-
ty. Zoning regulations usually address three issucs: use, height, and density.

Use is what most often comes to mind when pcople think of zoning. Uses are .
regulated by dividing the zoning area into districts and permitiing only certain
activities in each district. Most zoning codes divide the Zoning area into agricultural,
residential, commercial, and industrial arcas. These areas ate in turn divided into
cven more limited uscs. For example, agricultural districts might be designated A-1:
residential districts of five or more acres, R-1; residential one to five acres, R-2:

residential one quarter to one acre, R-3; commercial, C-1; industrial, 1-1; and so on;

each designating various density levels and use limitations. FEach municipality has
the right to creatc its own Zoning districts, which has resulted in a confusing hod-

gepodge ot zoning dcsignations throughout the country.

Height refers to the maximum building height for a structure within the Zoning
district. It is closely related to density requirements,
frontage of lots, buildable area, yard require ments,
5ize of additional floors.

which can regulate lot siZe,
floor space, or the number and

All zZoning ccdes make allowance for uses of land before
enacted. These prior uses are called “nonconforming uses”

rgmain even though they are not in contormance with

the zoning code was
and are permitted to

the new Z2oning code. For
example, a dry cleaning store in existence before a block w

would be permitted as a nonconforming use.

as designated “residential”

:t-.&.:n.



ﬁotchpodge n,
enact vt.
designate Vt.
municipality n.

in conformance with:
ncnconforming use:

floor space:

WORDS & EXPRESSIONS
a dish of many different matcrials, such as meat, vegetables,
etc. 8
make into law ] R AR
indicate KHH
a city, town, or otheér district having local self-government
BiRW, HiAK
in accordance with H......—%
AR
o B g R



LESSON TWO
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A. Brief History of Real Estate Dévelopment

TDXT ; i

v

Part I Development In The Ancient World

The history of dévelopment is bound up with the history of the city,‘ for prior
to the advent of the city (about 3000 B. C.) land had little meaning as a mecasure
of wealth. It was in abundance and other means existed to measure wealth, such
as the amount of cattle owned by an individual.

The first large-scale buildings in ancient times were owned by the king: the
granary, the temple, and the palace. Around these monuments, the first cities began
to coalesce. By 2500 B. C., all the features of the city were clearly visible: streets,
marketDlaces, walls, central authority. Houses were built, and Proximity to certain
monuments and natural features (such as a river) became imbportant.

In sum, land began to have value. At first, the king owned everything and
granted land to his subjects in reward for services. Soon a complicated system of
land transfer developed with detailed laws concerning private property, as illustrated
by the Code of Hammurabi around 1760 B.C.

Real estate development was well established in Rome by the time of Julius
Caesar. The Roman citizen looking for a stable investment invariably chose land.
Statesmen such as Cicero promoted the sanctity of Proberty as the bulwark of a sound
society. Cicero Dracticed what he Preached; his principal source of income came from
rents he collected on land he owned outside of Rome. Since land was considered
the best investment, it was common for Remans of Cicero’s class to engage in land
speculation. Cicero’s lifelong friend Atticus, to whom he addressed a series of famous
lettesr, was a dcveloper who had invetted in a large, slavemanned cattle ranch in
Epirus (Greece) and who was actively involved in buying and selling houses in
Rome.

By 100 A. D., Rome had a population of about 1,000,000, The intense demand
for food meant that large profits could be made by invesiing in agricultural land
outside the city. Several ancien: authors tell of fortunes made by Pproducing vege-
~tables, flower, wine, chickens, honey, eggs, birds for the table, and even floor tiles.

While rural development was considered an honorable and desirable way of at-

- 3 -



taining wealth, urban development was frowned upon. During the days of the Empi-
re, Rome suffered from tcrmihal overcrowding. While the 2000 patrician families
could and did enjoy beautiful homes, complete with indoor pPlumbing and heating,
the middle class (officials, merchants, and small-time employers) lived almost ex-
clusively in dingy apartments. Since Rome was the place to be, rents averaged four
times higher than in other towns in Italy, resulting in immense rewards for develos
Pers. For the lower-class workers, though, living conditions were abominable. There
were 46,000 tencments in ancient Rome, many containing 200 people. The :erection
of a tenement was a very Drofitable enterDrise for both the contractor and the deve-
loper. With no building codes, contractors often built flimsy structures of several
stories, and more than once entire buildings collapsed. The satirist Juvenal declared
that these miserable buildings “shook with every gust of wind that biew.”

Two of the most famous developers in antiquity were Damassipus and Crassus.
Damassipus amassed a fortune by buying land along the Tiber River and then subdi-
viding it for sale to others. Crassus, who was introduced in the Preface, was more
unscrupulous. He boasted that he never spent money building, since it was more
Profitable to buy old properties damaged by fire, perform minimal repair and rent
them out. This was a far safer bet than Dutting money into costly new construction.
Crassus, recognizing the risk of losing a large investment in new construction to
fire, often said, “Those who are addicted. to building will undo themselves soom
enough. without the help of other enemies,” Since Rome was perbetually short of
Places to live, it was easy to charge exorbitant sums for anything with four walls;

Although profits were grear, the risks were even greater, due largly to the fre-
quent outbreaks of fire. The ruins of Rome, such as the Colosseum and the, Forum,
give the impression that the city was built of stone. In fact, Rome was Drimarily
a city of wood, and fire was an ever-present danger.Disasters such as Nero’s fire
in 64 A.D. only exacerbated the housing shortage and increased the influence develo-
pers had on the pobulace. :

The absence of fire insurance kept many people away from urban land speculation,
One ancient :author recorded a conversation that took place on the Esquiline hil] in
Rome as a groud watched a fire. A man commented, “The returns trom urban.property:-.
are great, but the risks are far, far greater. 1f there was some remedy, somcthing
to prevent the houses of Rome bufning so feadily, I assure you I would have given
up my estates in the countryside and purchated urban property.”

With the fall of Rome in the fifth century, the Dark Ages began, It was not a
good time to be a developer: money was scarce, barbarians burned even the best
neighborhoods, and there was a general exodus to the countryside, where land was
cheap. With the odds against them, developers retreated, and awaited the coming
of capitalism,
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