REAL 3000
Principles of Real Estate
Course Syllabus for Fall 2005
Lectures:


TuTh 8:00am-9:15am  





ECCR 265
Instructor:

Professor Thomas G. Thibodeau

Office:


Room 444, Leeds School of Business
Office Hours:

TuTh 9:15am-11:00am, and by appointment
Phone:


303.735.4021
Email:


tom.thibodeau@colorado.edu
Description and Objective:


This course will concentrate on applying economic and finance concepts to real estate problems.  A student who is comfortable with fundamental economic principles and with the mathematics of finance will do well in this course.  The lectures will survey topics in mortgage instruments, mortgage markets, income property analysis, real estate valuation, real estate markets, urban and regional economics, residential real estate closing, real estate brokerage and property management.

The student will also receive instruction on how micro computers and Excel can be used to help solve real estate problems.  The student need not have any prior experience with micro computers before taking this course.  

Required Materials:
1. A financial calculator that has the ability to compute present and future values, periodic payments to amortize debt, net present value and internal rate of return.  The student must bring the calculator to every class. My course notes include keystrokes for the HP10B calculator.  

2. Text:  Real Estate Principles, Eighth Edition (2005), by Floyd and Allen (FA), Dearborn Real Estate Education, ISBN 0-7931-9624-8.
3. Class handouts and additional readings.  Copies of the PowerPoint slides used in class are available on the course website.
Honor Code Policy: 

All students of the University of Colorado at Boulder are responsible for knowing and adhering to the academic integrity policy of this institution.  Violations of this policy may include: cheating, plagiarism, aid of academic dishonesty, fabrication, lying, bribery, and threatening behavior.  All incidents of academic misconduct shall be reported to the Honor Code Council (honor@colorado.edu; 303-725-2273). Students who are found to be in violation of the academic integrity policy will be subject to both academic sanctions from the faculty member and non-academic sanctions (including but not limited to university probation, suspension, or expulsion).

Disability Statement:

If you qualify for accommodations because of a disability, please submit a letter to me from Disability Services in a timely manner so that your needs may be addressed.  Disability Services determines accommodations based on documented disabilities.  Contact: 303-492-8671, Willard 322, or  www.Colorado.EDU/disabilityservices
Absences Due to Religious Observances:
Campus policy regarding religious observances requires that faculty make every effort to reasonably and fairly deal with all students who, because of religious obligations, have conflicts with scheduled exams, assignments or required attendance.  If a scheduled exam conflicts with a religious obligation, I am willing to schedule an alternative time to take the exam.
Classroom Behavior:

Students and faculty each have responsibility for maintaining an appropriate learning environment. Students who fail to adhere to behavioral standards may be subject to discipline. Faculty has the professional responsibility to treat students with understanding, dignity and respect, to guide classroom discussion and to set reasonable limits on the manner in which students express opinions.
Course Requirements and Grading:


1.
Unannounced quizzes worth 20% of course grade;


2.
two exams, each worth 25% of course grade; and


3.
a cumulative final exam worth 30% of course grade.

There will be several (4-6) unannounced quizzes.  When computing your course grade, I will drop the lowest quiz grade.  


The first exam is scheduled for Tuesday, October 11 and the second exam for Tuesday, November 15.  The final exam is cumulative and mandatory and will be given at the scheduled time during final exam week, currently scheduled for Monday, December 12, from 10:30am until 1:00pm.  All students must take each exam at the scheduled time.  If a student has a valid excuse for missing an exam (i. e. a death in the family), then I will simply place a greater weight on the final exam.  

Schedule of Classes, Course Outline and Assignments

Class Meeting #1:  Tuesday, August 23, 2005
I. 
Introduction


A. 
Organization of the Course


B. 
Requirements for a Colorado Real Estate License



(http://www.dora.state.co.us/real-estate/license/licinfo.htm)

C. 
Careers in the Real Estate Industry


Assignment:  None
Class Meeting #2:  Thursday, August 25, 2005


D. 
What is Real Estate? (introduction.ppt)


E.
Real Estate Risk and Return


Assignment:
Read Chapter 1 of FA.
Class Meeting #3:  Tuesday, August 30, 2005
II. 
Review Time Value of Money Concepts:  (time value of money.ppt)


A. 
The Six Functions of a Dollar



1. 
Future Value of a One Time Deposit



2. 
Present Value of a One Time Future Receipt



3. 
Future Value of an Annuity



4. 
Present Value of an Annuity



5. 
Sinking Fund Payments



6. 
Periodic Payment to Amortize Debt


Assignment:
Read Chapter 14 of FA.
Class Meeting #4:  Thursday, September 1, 2005


B. 
More Time Value of Money



1. 
Perpetuities



2. 
Growing Perpetuities



3. 
The PV of Uneven Cash Flows



4. 
The PV of Grouped Cash Flows

Class Meeting #4:  Thursday, September 1, 2005 (continued)

C. Measuring Investment Return (IRR and NPV.ppt)
1.
Internal Rate of Return (IRR)

2. 
Net Present Value (NPV)


Assignment:
Time Value of Money Problems (Hwk #1_Time Value of Money.doc) will be distributed today.
Class Meeting #5:  Tuesday, September 6, 2005
III. 
Loans (loans.ppt)

A. 
Pure Discount


B. 
Interest Only


C. 
Constant Payment Mortgages (CPMs)



1.
Amortization Schedules



2. 
Expected Yields


Assignment:
Read Chapter 15 of FA.
Class Meeting #6:  Thursday, September 8, 2005



3. 
Effect of Prepayment on Expected Yield



4. 
Computing Points Necessary to Achieve a Desired Yield


Assignment:
Mortgage Problems (Hwk #2_IRRs, NPVs and CPMs.doc) will be distributed today.

Class Meeting #7:  Tuesday, September 13, 2005


D. 
Introduction to Alternative Financing Instruments



1. 
Graduated Payment Mortgages



2. 
Price Level Adjusted Mortgages



3. 
Adjustable Rate Mortgages



4. 
Reverse Annuity Mortgages

Class Meeting #8:  Thursday, September 15, 2005

 
E.
Refinancing (refinancing.ppt)

Assignment:
Alternative Mortgage Instruments and Refinancing Problems 




(Hwk #3_AMIs and Refinancing.doc) will be distributed today.

Class Meeting #9:  Tuesday, September 20, 2005
IV. 
The Financing Environment (capital markets.ppt)

A.
Residential Property Financing



1.
The Primary Mortgage Market

a. Depository Lenders

b. Other Lenders

2. The Secondary Mortgage Market

a. Government Sponsored Enterprises (GSEs)

b. Other Secondary Market Purchasers



3.
Introduction to Mortgage Backed Securities 


Assignment:
Read Chapter 13 of FA.

Class Meeting #10:  Thursday, September 22, 2005
V.
Income Property Analysis (income property.ppt)


A. 
Computing After Tax Cash Flows from Operations for Income Producing Properties



1. 
Net Operating Income     



2. 
Before Tax Cash Flow From Operations



3. 
Business Expenses




a. 
Amortization of Loan Fees




b. 
Mortgage Interest




c. 
Depreciation



4. 
The Passive Activity Loss Limitation



5. 
After Tax Cash Flow From Operations


Assignment:
Read Chapter 16 of FA. 
Class Meeting #11:  Tuesday, September 27, 2005


B. 
Computing After Tax Cash Flows from Reversion for Income Producing Properties



1. 
Before Tax Cash Flow from Reversion



2. 
Taxation of the Gain from the Sale of Income Producing Properties



3. 
After Tax Cash Flow from Reversion


C. 
The Investment Decision



1. 
The Internal Rate of Return.



2. 
Net Present Value



3. 
Financial Ratios


Assignment:
The Income Producing Property Problem (Hwk #4_Income Property Analysis.doc) will be distributed today.

Class Meeting #12:  Thursday, September 29

D. 
An Apartment Property Example

Class Meeting #13:  Tuesday, October 4, 2005


E. 
Financial Leverage and Risk


F. 
Risk and Return in Real Estate

Class Meeting #14:  Thursday, October 6, 2005

Review for Exam #1.  Exam #1 will cover all the material in Chapters 1, 13, 14,15 and 16 of FA as well as all material presented in class on:  (1) the time value of money;  (2) computing investment yields; (3) constant payment loans; (4) alternative mortgage instruments;  (5) refinancing; (6) the financing environment; (7) the after debt, after tax discounted cash flow investment/valuation model; (8) financial ratios, multipliers, and rates of return; (9) financial leverage; and (10) risk and return in real estate.


Assignment:
Review course material.  

Class Meeting #15:  Tuesday, October 11, 2005


Exam #1.  You must have your calculator and a writing instrument to take the exam.

Thursday, October 13, 2005: No Class--Fall Break
Class Meeting #16: Tuesday, October 18, 2005

VI.  
Estimating Real Estate Value (valuation.ppt)


A.      Concepts of Value


B.      Market Data Techniques


Assignment:
Read Chapter 11 of FA.

Class Meeting #17:  Thursday, October 20, 2005

C. 
Cost Approach to Valuation



1. 
Site Development Costs



2. 
Improvement Cost




a) 
Reproduction Cost




b) 
Replacement Cost

Class Meeting #17:  Thursday, October 20, 2005 (continued)



3. 
Depreciation




a) 
Physical




b) 
Functional




c) 
Economic


Assignment:
Market Comparison and Cost Approach to Valuation Problems 




(Hwk #5_Market and Cost.doc) will be assigned today.

Class Meeting #18:  Tuesday, October 25, 2005


D.
Income Capitalization Techniques



1. 
Gross Rent Multipliers



2. 
Overall Capitalization



3.
Discounted Cash Flow Models




a.
Property Valuation




b.
Equity Valuation





i.
Before Tax Equity Valuation





ii.
After Tax Equity Valuation

Class Meeting #19:  Thursday, October 27, 2005




c.
An Office Property Example


Assignment:
Income Approach to Valuation Problems (Hwk #6_Income Approach.doc) will be assigned today.
Class Meeting #20:  Tuesday, November 1, 2005
VII. Urban and Regional Analysis (economic base.ppt)


A.  
Economic Base Analysis



1. 
Location Quotient



2. 
Basic Services Ratio



3. 
Export Base Multiplier


B.   
Example of Economic Base Analysis


Assignment:
Read Chapter 9 of FA.

Thursday, November 3, 2005:  No Class--Attending ULI Meeting in LA
Class Meeting #21:  Tuesday, November 8, 2005

VIII. Real Estate Markets (property markets.ppt)

A. 
Introduction


B. 
The Demand for Real Estate 


C. 
The Supply of Real Estate


D. 
Market Equilibrium

1. Static Equilibrium

2. Dynamic Adjustment and Real Estate Cycles

E.  
Property and Capital Market Linkages

F. Some Examples

1. The Past—The Dallas Office Market 1985-1990

2. The Present—The Dallas and Philadelphia Real Estate Markets

3. The Future—Employment and Population Projections

a. The Dallas and Philadelphia Real Estate Markets

b. The National Multifamily Market


Assignment:
Read Chapter 8 of FA.  The Economic Base Analysis Problems (Hwk #7_Economic Base.doc) will be assigned today.
Class Meeting #22:  Thursday, November 10, 2005
Review for Exam #2.  Exam #2 covers all the material in Chapters 8, 9 and 11 in FA as well as all the material covered in class on valuation and spatial economics (the market for urban real estate and urban and regional analysis).

Class Meeting #23:  Tuesday, November 15, 2005


Exam #2.  You must have your calculator and a writing instrument to take the exam.

Class Meeting #24:  Thursday, November 17, 2005

IX. 
The Housing Market and Tenure Choice (tenure.ppt)


A. 
A Stock-Flow Model


B. 
The Decision to Rent or Buy

1. A Tenure Choice Spreadsheet


Assignment:
Read Chapter 20 of FA.  The Tenure Choice Problem 




(Hwk #8_Tenure Choice.doc) will be assigned today.

Class Meeting #25:  Tuesday, November 22, 2005

X.
Residential Real Estate Closing (settlements.ppt)

A. Prorations, Escrow Costs, and Payments to Third Parties


B.
RESPA and the Uniform Settlement Statement


Assignment:
Read Chapter 7 of FA.  

No Class: Thursday, November 24, 2005 (Thanksgiving Day)
Class Meeting #26:  Tuesday, November 29, 2005


C. 
An Example of a Completed Uniform Settlement Statement


Assignment:
The Uniform Settlement Problem (Hwk #9_Uniform Settlement Statements.doc) will be assigned today.

Class Meeting #27:  Thursday, December 1, 2005
XI.
Introduction to Real Estate Brokerage



Assignment:
Read Chapter 10 of FA.  

Class Meeting #28:  Tuesday, December 6, 2005
XII.
Introduction to Property Management



Assignment:
Read Chapter 12 of FA.  

Class Meeting #29:  Thursday, December 8, 2005

XIII. 
Review for Final Exam.  

Assignment:  Review course material.  The final exam is cumulative. The material since Exam #2 includes Chapters 7, 10, 12 and 20 of FA, the class handouts on residential real estate closing, and all the material covered in class on tenure choice, residential real estate closing and RESPA.

Final Exam: Monday, December 12, 2005, 10:30am-1:00pm.
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