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PROFIT ENHANCEMENT

 Build it and they will come may 
have been the mantra before 
the new millennium, and for a 

few years after, but times have changed. 
These days there is a lot more to 
consider before starting a development 
because, while globalisation has 
increased the number of potential 
buyers, it has also made them more 
sophisticated – and the global recession 
has made them all more cautious. 

Agents are demanding higher 
commissions, development finance 
has all but dried up, the cost per sale is 
still increasing and customers are now 
demanding discounts and incentives. 
Almost overnight the rules have 
changed because many developers 
are struggling to guarantee delivery 
of projects at a time when buyers 
and banks are demanding more 
reassurance. 
So how can developers survive 
in this new market? Well, shrewd 
landowners and developers have 
been re-evaluating their development 

sites in readiness for this new sales 
environment and exploiting new ways 
to profit from it. While some old adages 
hold true - namely that quality should 
sell in any market - old ideas, designs 
and approaches will no longer hit the 
sales sweet spot. 

Finding profit
One new approach that has produced 
some impressive results in recent 
months is ‘profit enhancement’. Created 
by Mark Hewett, former director of 
major acquisitions for Taylor Woodrow, 
he spent several years evaluating and 
buying big mixed use development 
sites as the group grew to become the 
largest developer in the UK. “My eyes 
have been trained to look at schemes 
and projects in a particular way over 
many years,” says Hewett. “Historically I 
would be called in to fix problem sites 
or find more profitable approaches to 
potential acquisitions. Working in this 
new market suits that training perfectly.”

Hewett’s profit enhancement 
process was recently used to review a 
development in Budapest where he 
found €240,000 of extra profit in only 
34 units (see Case study). “We were very 
surprised to find that it was possible to 
drive up, significantly, the profitability 
of a finalised project through layout and 
design alone,” said Benjamin Lebor from 
developer Crown Global. “Pre-launch, 
the financial crisis had forced us to re-
evaluate our target customer base, and 
that meant changing the emphasis of 
our marketing from Central to Western 
Europe. That, in turn, made us realise 
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Tangible improvements and 
new solutions that improve 
the financial viability of a 
project are essential and 
will considerably open up 
funding options.

James Wilson, Inspire Chartered 

Accountants

 INTERNATIONAL PROPERTY DEVELOPER 

Developers struggling to sell out projects have learned the hard way that planning and design 
are vital for sales success; while those still selling well have got it right from the start

Plan for the future



 CASE STUDY: Profit enhancement in Budapest

Mark Hewett talks OPP through a profit enhancement project 
undertaken for Hungarian developer Crown Global:
Pre-sales are an ever-increasing requirement, not least from the 
banks, and a certain number of pre-sales became a ‘must have’ for 
this developer. The need for improved client incentives such as 
rent guarantees, a marketing budget and bigger commissions was 
accompanied by a requirement to fix some previously un-noticed 
design concerns. A larger profit safety margin, greater saleability and a more certain Return 
on Investment was needed - and fast.

The challenge was made tougher during the review stage with the discovery that 
almost nothing could change within any new proposals: the footprint, height, structure 
and number of units had to stay the same. A solution seemed unlikely, but the process of 
reviewing 4 key elements and 18 components of the project uncovered 12 possible areas 
of improvement. The constraints were checked with the profit enhancement team and 
narrowed possible improvements to the following:

1. Communal to saleable ratio
2. Improved privacy
3. More efficient unit design
4. More efficient unit layouts

All of the components were addressed in line with the constraints and the new solutions 
were then factored into a new design, checked with the authorities and delivered without 
the need for any new permissions or licenses. In terms of more efficient unit layouts, we 
delivered a significantly more saleable and valuable studio unit that through smart design 
and layout optimisation could arguably be sold as 1 bed despite being exactly the same size 
as the previous studio (see Studio Layout Efficiency Comparison). 

The end result was a significantly superior and more profitable development that 
was much easier to sell. Furthermore, €240,000 profit enhancement on 34 units allowed 
the developer to underwrite a rent guarantee from a local rental company, offer higher 
commissions to agents and fund the creation of a marketing campaign. 

All projects and constraints vary, and many throw up far greater return upsides with a 
completely fresh approach. 
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Project focus • Maximising developments

we had to make the project more 
rewarding to western sales agents.

“For some 10% additional cost, 
we were able to lift our ratio of high 
value to low value m2 of living area 
by nearly 30%, making the whole 
development much more attractive to 
our prospective buyers, and that makes 
it a lot easier for us to sell. The one 
negative is that it has caused delay, but 
the cost of this is small in relation to the 
overall project and profit enhancement 
achieved.”

Deliverability has become the year’s 
watchword, and profit enhancement 
draws from the experience and 
expertise of designers, planners, 
architects, commercial development 
experts, agents, researchers, marketers, 
lawyers and project managers to 
ensure the project is not only delivered 
on time but boosts financial returns. 
It begins by looking at the buyer 
market, development constraints, how 
to optimise the full potential of the 
footprint, and optimisation of profit 
from the project at all stages. 

This process, which can be applied 
at any time before construction 
commences, even comes before design; 
which has traditionally been enough 
to sell out a development. However, 
design is no longer enough to future-
proof a project.

The Chicago Spire is a high profile 
example of a heavily design orientated 
development; with internationally 
recognised and award-winning 
architect Santiago Calatrava on board. 
Once built, the 2,000ft high, 150-storey 
Chicago Spire will be one of the tallest 
buildings in the world with 360-degree 
views of a dynamic re-emerging World 

City. Savills’ global sales campaign, a 
new US acquisition creating Savills 
Granite and their active participation in 
exhibitions worldwide has resulted in 
35% sales of the total 1,194 units in less 
than 6 months.

Yet, despite all of this, the Chicago 
Spire is on hold after completion 
of the development’s foundations; 
with developer Shelbourne citing a 
downturn in the global economy as 
the primary reason. Proof indeed that 
even with the best designer and a 
prime location every developer needs 
to invest in a profit enhancement 
process at the earliest stage. An 
investment at the planning stage will 
help developers avoid costly mistakes 
further down the line but processes 
like profit enhancement can help 
developers already part way through 
construction to re-align projects to a 
new marketplace.

Adapting to a new buyer
The evolving demands and 
expectations of today’s overseas 
homebuyer are changing at a rapid 
rate, with the media either promoting 
the infinite variety of destinations and 
properties to choose from, and reasons 
to buy, or scare stories about potential 
pitfalls to watch out for.

“A more discerning buyer has 
emerged in the market place and they 
have plenty of choice,” observes Charles 
Weston-Baker, Director and Head of 
International Residential. “Every scheme 
will be examined from this perspective. 
Every element of each project will go 
under the microscope so any developer 
is advised to undertake this process 
themselves before the build starts.”

A more discerning buyer has emerged in 
the market place and they have plenty of 
choice. Every scheme will be examined 
from this perspective. Every element of 
each project will go under the microscope.

Charles Weston Baker, Savills

5. Better use of higher value aspect of development
6. Reduction in number of potential poor sales units
7. Improved services arrangement

Best laid plans | The 
Santiago Calatrava 

designed Chicago Spire 
has been put on hold

Plan of action  | Hewett worked with the developer to find 

€240,000 of profit within tight plan constraints



With signs of recovery in some parts 
of the market being driven mainly by 
distressed stock being sold at auction or 
at massive discounts, developers should 
be aware that they have alternatives to 
vulture funds and equity share. 

“Tangible improvements and new 
solutions that improve the financial 
viability of a project are essential and 
will considerably open up funding 
options,” said James Wilson, a partner 
at Inspire Chartered Accountants. “Exit 
strategies have got to stand up under 
scrutiny and a lot of historic schemes 
are sadly no longer viable in this buyers 
market.”

Profit enhancement impacts 
positively on the development no 
matter what is happening to property 
values. Well planned and enhanced 
developments benefit from being 
infinitely more saleable, more cost 
effective to build, priced appropriately, 
suitable for core buyer markets and 
much better on the bank balance.

Guy Tolhurst is director of Intelligent 
Partnership, a consultancy advising 
developers on everything from marketing 
to sales distribution. 
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Developers internationalising their 
projects to appeal to a wider range of 
buyers need to talk to agents with a 
broad spread of international buyers 
or partners to find out more about 
what they are looking for. Russians, for 
example, prefer pools and high ceilings 
and, while they have traditionally 
preferred completed projects, the 
right brand alliance will reassure them 
enough to commit to off-plan.

Resort developments supported 
by concierge and high standards 
of property management will help 
developers to offer fractional, but 
they need to talk to local travel agents 
to gauge levels of tourism activity, 
variety of airlines bringing in different 
nationalities of potential buyers, 
achievable rents and occupancy levels.

Another element to bear in mind 
is new trends like health and wellness 
tourism that will help resort developers 
to market to a growing niche market. 
Registry Collection, the fractional 
exchange division of Group RCI, recently 
announced a partnership with Avenio 
Prieuré in Provence in conjunction 
with the Les Maisons de Baumanière 
hotel portfolio (which holds the French 
equivalent of a five-star rating and 
managed by one of France’s leading 

For some 10% additional cost, we were able to lift our ratio of 
high value to low value m2 of living area by nearly 30%, making 
the whole development much more attractive to our prospective 
buyers, and that makes it a lot easier for us to sell.

Benjamin Lebor, Crown Global

Studio to one bed  | By receding a small part of the unit, Crown Global was able to 

create a separate bedroom and living room, thus making it more appealing to buyers 

 How can profit enhancement help 
developers optimise design?
There is a lot of aspiration and 
status bound up in branded design 
that will help developers to market 
projects to their target audience,” 
says Chris Boulton of YOO Group. 
“With the right brand alliances 
and specialists on board they 
need to know who their target 
buyer is, what type of property 
they want and why they want it, 
because trends and expectations 
change. Research on location, 
access and property spec should 
be thoroughly undertaken before 
discussing design and marketing 
to be confident that it’s a product 
that will sell in any market because 
the fundamentals are right.
Chris Boulton, YOO

 What can be done in the early stages to 
avoid unnecessary cost and delay?
The design process must be stress 
tested for best use of total permis-
sible volume - and its corresponding 
direct application to the market 
niche of the developer - and married 
to a viable budget to avoid wastage 
and harm to bottom line. Some 
viable alternatives should also be 
defined, whereby larger dwellings 
can be rapidly changed into more 
numerous smaller units if the market 
changed in that favour - thereby 
having a pipeline of more markete-
able product available with minimal 
changes. To mitigate a drastic fall in 
the level of sales, the project can be 
delivered in staggered phases, thus 
minimising the impact of lower sales 
on the cashflow projections; but 
this requires detailed foresight and 
possible renegotiation of all relevant 
contracts - so a useful clause to this 
possible eventuality is useful. 
Mark Lawson, MDCI

discretionary spending by consumers. 
Second, because most commercial 
development is also speculative 
(no clear exit) lenders are especially 
reluctant to become involved. Third, it 
is a cross border industry – developers 
and consumers in different jurisdictions 
– whereas banking has become more 
nationally focused. 

“Borrowers need to build as much 
certainty and de-risking into their 
projects as possible to overcome 
these hurdles. Pre-sales and robust 
management contracts have an 
important part to play; association with 
a strong brand helps to give lenders 
comfort of connection to customers; 
watertight project planning and costing 
is critical. The key is to minimize the 
possibility of negative surprises during 
the course of planning and construction 
so that the lender sees a clear and 
uninterrupted path to on time servicing 
and repayment of debt.”

chefs, Jean-André Charial) and spa 
specialist L’Occitane. This alliance allows 
the Dutch developer to offer culinary 
and wellness experiences to high net 
worth buyers, with fractions starting 
at €180,000 for one of 100 luxury 
units across three sites. The developer 
not only benefits from the brand 
alliances but also the database of users 
in the Registry Collection as well as 
L’Occitane’s 10million active clients who 
will see advertisements on its web site.

Satisfying the banks
Such alliances and purchase options 
will appeal to banks who are looking 
for reassurance that the project will sell. 
“The leisure development industry has 
received a triple blow in the current 
financial crisis,” observes developer 
funding specialist Gabriel Irwin of 
Euro-IB. “First, it is seen as inherently 
high risk at a time of overall credit 
contraction due to dependence on 
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