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A Study on the Development Value of Urban
Regeneration Land

Fung-Yiao Chen

ABSTRACT

Income Approach Basing on future income is the main valuation method for redevel-
opment land. No matter what Direct Capitalization method or Discounted Cash Flow analy-
sisis applied the net present value rule. Both all ignore the characteristic of deferability and
irreversibility. Real option theory recognizes that the owner can devel op/redevelop the
property at some point in the future when the present value of the benefits exceeds the
present value of costs. Residual valuation and income approach for development isthe main
method to evaluate the urban redevelopment land in Taiwan. It also has the problems of
impossibility for delaying investment and reversibility. This paper establishes the valuation
model for redevelopment land from the viewpoint of urban redevel opment land must con-
sider the option value. Through that the author shows the factors and how they effect on
option value.
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