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5. Scenario: Buy and Hold for 7 Years                                   
 
On a total and annualized basis, the developer earns a greater return than the first-round 
investors. The developer's total percentage return on equity of 369.92% (52.8% annualized 
return) is greater than the first-round investor's total percentage return on equity of 109.99% 
(15.7% annualized return) by 259.93% (37.1% annualized difference).  
 
The developer should earn a higher return since he is exposed to more risk. The developer 
has to acquire the proper debt and equity partners, redevelop the building, coordinate 
contractors, pass inspections and sell the building. Although equity partners invest more 
equity, developers exert more time and effort trying to finish the building project. 
 
***Calculations 
 
Difference in Total Percentage Return on Equity (Between Developer and Investor) 
369.92% (Developer Total % ROE) - 109.99% (Initial Round Investor's % ROE) = +259.93% 
 
Difference in Annualized Return (Between Developer and Investor) 
52.8% (Developer Annualized ROE) - 15.7% (Initial Round Investor's ROE) = +37.1%  
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6. Scenario: Condo Conversion in Year 3                               
 
In comparison to the buy and hold option, the condo conversion increases both the 
initial round investors' and developer's total and annualized returns. The developer’s 
total percentage return on equity increased from 369.92% (52.80% annually) to 
953.20% (317.70% annually). The initial round investor’s total percentage return on 
equity increased from 109.99% (15.7% annually) to 153.09% (51% annually).  
 
Under this scenario, the developer's returns also increased more than the initial round 
investors'. Going from the buy and hold scenario to the condo conversion scenario, the 
developer's increase in total percentage return on equity (+583.28%) is greater than the 
initial round investors' increase in total percentage return on equity (+43.10%). The 
developer's increase in annualized return on equity (+264.90%) is greater than the initial 
round investors' increase (+35.30%).  
 
***Calculations 
 
Developer's Increase in Total Percentage Return on Equity 
953.20% (Condo Conversion) - 369.92% (Buy and Hold) = +583.28% 
 
Initial Round Investor's Increase in Total Percentage Return on Equity  
153.09% (Condo Conversion) - 109.99% (Buy and Hold) = +43.10% 
 
Developer's Increase in Annualized Return on Equity 
317.70% (Condo Conversion) - 52.80% (Buy and Hold) = +264.90% 
 
Initial Round Investor's Increase in Annualized Return on Equity  
51.0% (Condo Conversion) - 15.70% (Buy and Hold) = +35.30% 
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