
Running the Numbers

www.novushomes.com.au 
08 9240 8001  

Property Development



Running the numbers

This is, without a doubt, the area that first time investors 
and developers find most challenging when developing an 
investment property.

Researching the development or investment potential of a property involves a 

thorough understanding of every component that makes up the total amount of 

funds required to complete the project and all of the associated costs to on-sell the 

completed project and return a profit.

To avoid these negative outcomes it is vital to “run the numbers” on each part of 

the project to fully understand if there will be a return, and how much that return is 

likely to be.
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It’s very easy to overestimate the returns if all of the costs 
have not been accurately accounted for - which can lead to 
poor investment decisions and potential losses.
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There are 4 key cost 
areas to consider

1 ENTRY COSTS – BUYING A PROPERTY

• Stamp duty on the purchase price  

• Settlement agent’s fees and other disbursements 

• Adjustment of rates and taxes to local authorities 

• Property condition report if required 

• Surveyors report if required

 
2 FINANCE AND HOLDING COSTS

• Loan application and establishment fees 

• Interest costs or holding costs during the loan term 

• Termination of loan fees if applicable

 
3 DEVELOPMENT COSTS – BUILDING COSTS

• Subdivision application fees to West Australian Planning Commission 

• Completing the physical work on site to fulfil the conditions of a subdivision 

• Fees and charges to local authorities 

• Building costs including site related costs, finishing costs and service connections

 
4 EXIT COSTS – SELLING A PROPERTY OR DEVELOPMENT

• Real estate agents commission 

• Marketing expenses 

• Settlement agent’s fees 

• Strata titles and Landgate charges 

• Capital gains tax and/or GST if applicable
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Researching the development or investment potential of a property involves a 

thorough understanding of every component that makes up the total amount of 

funds required to complete the project and all of the associated costs to on-sell 

the completed project and return a profit.

By knowing the potential selling price of the developed product and deducting all 

of the entry and exit costs, including financing and developing costs, you will be 

left with a good understanding of what you could expect as a return and whether 

the project will be profitable.

Only you can judge what is an acceptable return on your investment and  

what dollar amount you are comfortable with based on your personal situation, so 

don’t get too caught up on “percentage” returns as it just may not be relevant for 

your strategy.

Knowing the market –  
timing your project –
beginning with the end in mind

Having real time current market data is the key to accurately evaluating a 

potential sale price.

Relying totally on historical data can be misleading, as property markets can and 

do move quite quickly, which means you can easily misjudge the sale price which in 

turn effects the return on the whole project and its potential viability.

There are several online tools that can help. We also highly value local knowledge 

from industry experts in your area. Asking agents for their feedback on what the 

market is doing right now and what has recently been sold will be invaluable.
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What you should  
be asking:

• What are new buyers looking for?

• Is there sufficient demand for the type of product you want to bring to market?

• What has sold in the last 30 - 60 days?

• How long does a property take to sell on average?

• Is there demand for a particular product that is not currently on offer?

• What is the price point of similar properties to yours?

•  Are there other projects similar to yours that may be coming onto the market in the 

short to medium term?

The answers to these questions will confirm if you have the product type, price point 

and timing right, and give you the confidence to move forward if all of the numbers and 

timing stack up.

It’s always a good idea to work on the conservative side of your assessment and factor in 

worst case scenarios to give you enough room to move if the market moves against you.

Then it’s a matter of executing your strategy and moving quickly. Partner with the 

right people and let the experts in their field do what they do best and deliver your 

development project quickly and efficiently to make sure you get the return you need.

Once you have the right formula you can simply repeat it again and again!

You’re now on the road to being a professional property 
developer and building your investment knowledge. 

If you would like more information get in touch on  
9240 8001 or visit www.novushomes.com.au


