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		Abstract

		The Simulation-Based Excess Return Model (SERM) offers a simple, practical decision-making method for underwriting real estate development projects. It addresses the shortcomings of discounted cash flow modeling by taking into account the probabilistic distribution of outcomes and is based on realistic model of interaction of determining variables.    

The Simulation-Based Excess Return Model addresses the limitations of the prevailing methodologies by: 1.  Employing a stochastic risk assessment method for the discovery of the range of outcomes. 2.  Explicitly addressing the interdependence of input variables. 3.  Offering an objective risk premium metric for guidance in decision-making.    
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