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Developing and building your own villas and townhouses can be
very lucrative if you know what you're doing, but several steps
need to be taken into consideration to maximise profit.
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How Townhouses And Villas
Are Different From
Apartments?

Unlike flats and high-rise apartment complexes, where it's often
difficult to discern where one unit ends, and another begins,
townhouses and villas nevertheless have distinct personalities.
Typically, they do not have lifts. Standard features are expansive
balconies, decks, tiny gardens, and dividing walls. These
structures' architecture and layout are ideal for communal
living, theme housing developments, vacation resorts, and
retirement villages.

The definition of these developments differs from state to state.
They are classified as 'Grouped Dwellings' divided into
townhouses, villas, and retirement villages. A group dwelling is
typically one of two or more homes built simultaneously, each
with its private garden area. The following are further definitions
of clustered homes.
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What Is A Housing Unit?

Unit in real estate is a generic term for high-density residential
projects, such as townhouses or apartment complexes.
Duplexes, triplexes, and quadruplexes are three types of smaller
unit complexes. These modest developments appeal to new real
estate developers who do not want to invest much money in
their first projects.

What Are Villas?

Villas are independent units in a complex of five or more
residences designed with a specific theme and given their
name. These houses can have one or two stories, usually
self-contained (i.e., no shared wall between them), and have
their front and back yards. In Australia, Villas are often smaller
than residences in the suburbs. This design is mainly due to the
developer's goal to maximise the number of units allowed on
the land by the council's planning restrictions. Some council
regulations specify minimum unit sizes for one-, two-, and
three-bedroom apartments, and developers strive to keep unit
sizes within such limits to maximise the number of units on a
given site.

What Are Townhouses?

Townhouses are homes typically found closer to city centres and
built-in more densely populated locations. They are usually two
stories tall, have shared walls, and have a parking garage. Each
unit will have access to a private garden on the ground level.
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Like the terraced housing popular in Sydney between the 1850s
and 1890s, the Paddington-style development is an excellent
example of townhouses in Australia. As suburban densities rise,
developers build townhouses in larger complexes with security
fencing and resort amenities such as swimming pools, gyms,
and playground equipment.

Don't let the real estate challenges stop you from achieving your
desired success! Sign up for my property development starter
pack that reveals all the secrets of mastering this niche.
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What Are The Risks And
Benefits To Build Townhouses
And Villas?

Developers planning to get engaged in these projects should
weigh the rewards and risks against their experience and
financial resources.

Consider the below advantages to build villas  -

Appropriate Land Use

Land in higher density residential neighbourhoods typically
uses the developable land to the best degree possible due to
increased coverage and plot ratios. Generally, land with a more
excellent density zoning commands a higher price. It is located
in prime locations, forcing developers to build the maximum
number of townhouse units allowed on the site to maximise
their return on investment. However, greater densities tend to
have a detrimental influence on privacy and solar orientation,
which is a source of concern from a design standpoint.

Various Sizes And Pricing Are

Available

No professional builder sells a single typical floor plan. They
make an effort to provide as many adaptable designs as
possible to appeal to a broader range of tastes in the market.
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They offer two- to three-bedroom homes with single or double
garages, and they can alter the room combinations and floor
areas by employing a standard format.

Less Sophistication Required

Because the villa and townhouse units are all the same and the
elevations aren't always visible from all angles, less intricate
detailing is necessary inside and outside the buildings. Standard
finishes can be utilised in all villa and townhouse units unless
the buyer demands alterations, depending on the market niche.

As a result, the developer's profit increases since they can
negotiate better costs for volume and repeating finishes.
Furthermore, any alteration requested by potential buyers will
be subject to a premium and a larger mark-up by the developer.

Recommended Reading - Property Development: The Lazy
Way to Generate Equity Fast

A Larger Market

Higher density residential complexes can cater to a broader
clientele, including singles, young couples without children,
young families or empty-nesters, and even seniors, depending
on their location. Not only can they accommodate most people
looking for a home with nearby amenities, but they can also
appeal to investors looking for a long-term investment in a
decent location and a low-maintenance structure.
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Improved Control

Unlike several single-family developments or restorations where
the developer is building in multiple sites, one can have better
control over villa and townhouse developments because they
are all on the same property. Initial costs (such as set-up costs)
are minimised, and subcontractors have a consistent workflow,
allowing management to oversee the flow of supplies on site.
Because the materials and finishes are so similar, there is little
room for error.

Property Developers should also consider the below risks
while proceeding to build villas and townhouses -

Volatile Market

The property market's 'boom and bust eras are highly relevant.
When there is a boom, construction resources are stretched to
their limits, resulting in a lack of supplies and labour and higher
pricing. In recessive eras, the opposite occurs. Developers
entering this market should be aware of Property Market Cycles.

Overbuilding Exposure

Because these developments are more significant and require
longer to complete, the developer may be caught mid-project
at the end of the boom cycle, leaving several unsold apartments.
This could significantly impact the developer's earnings and
cash flow, mainly if the buildings are financed with borrowed
funds. Furthermore, loan rates tend to rise at the peak of a
construction boom, requiring the developer to seek alternative
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financing or cut their losses and sell the villa and townhouse
units at cost.

Added Management Responsibilities

The increased building activity and a higher number of clients
to deal with will necessitate a more significant number of
employees and, as a result, more managerial competence.
Delays, poor construction, and a loss of sales will result from a
developer's failure to manage the development and the
personnel involved in the various stages of the project.

Explore the top 5 reasons buy and hold investors fail at property
development.

Increasing Demands For Finance

These initiatives necessitate higher finances and, as a result,
more personal investment. The developer is subject to interest
rate swings while using debt financing. You should sell as many
villa and townhouse units off-plan as feasible before you begin
construction to give yourself peace of mind. Unfortunately, this
is easier said than done, as buyers have become savvier when
using this form of purchase.

10

https://leaddeveloper.io/why-investors-fail-at-development/
https://leaddeveloper.io/why-investors-fail-at-development/


Changes In Consumer Preferences

Developers and their designers constantly create new concepts
to entice purchasers and tenants, invariably setting recent
trends. Other developers must keep up with these fresh
concepts to ensure that their intended development aligns with
current market preferences.
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Is There Any Demand For A
Unit-Type Living?

The exact population growth and migration dynamics affecting
single-family homes in suburban areas demand villas and
townhouses. Still, there are differences between the demands of
unit-type living and higher-density housing.

Consider these mind-blowing titbits given by the National
Association of Realtors about different buyer groups' expensive
home buying demands.

"38% of residential property buyers are Millennials and Gen-Y
buyers."

"Approximately 45% of homebuyers aged 30 to 39 paid $300,000
or more for buying a residential property."

Travelling Distances

With the growth of the population, new suburbs are springing
up in places far from the central business district (CBD) and
significant leisure and recreational activities, lengthening travel
times and increasing travel costs. Because they are closer to
these activities, most higher density residential complexes have
become more appealing. With the rising cost of fuel and car
expenses, persons working in the city centre area's office
buildings may find a near-city residence more attractive.
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A Lifestyle Change

Many people have changed their habits due to economic
changes, improved facilities, new technology, and better health.
Both spouses are now working, and more women pursue a
profession before establishing a family. Even empty-nester
couples are searching for a maintenance-free, 'lock-up-and-go'
dwelling that will allow them to spend more time in their
vacation home. As a result, there is a greater demand for more
compact, low-maintenance, and convenient living designs.

Population Ageing

The ageing population will increase demand for retirement and
small, unit-style housing. An aging population is an unavoidable
consequence of a long-term trend toward smaller families and
longer life expectancies. The proportion of people aged 65 and
up will rise in future. Smaller, more compact homes with less
maintenance and a high level of security in areas with easy
access to public services will appeal to people in this category.
Furthermore, the houses should ideally be on one level and in a
neighbourhood with people of comparable ages and interests.

13



Villas And Townhouses
Development Strategies

Most real estate developers in this category, particularly
builders, sell the villa and townhouse units in their
developments to plan and begin their next project. Such builder
developers employ many people and are looking for continued
employment to keep them engaged.

Hold And Sell

As part of their long-term investment strategy, investor
developers will sell part of the development while keeping
several villa and townhouse units for rental. Investor developers
are typically businesspeople who run their own business apart
from construction and hire many property expert consultants.
Profit margins are lower because builders have to pay out
various fees.

Develop In Stages

Consider breaking it up into phases if you're working on a larger
project with more than 20 units. This technique has the
advantage that the developer won't have unsold apartments
when there is a slowdown in housing demand. When there is an
increase in housing demand, the developer can raise prices,
increasing profit margins.
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House And Land Package

Another option is to structure the project as a strata lot
development and sell the villas as "home and land packages."
On this basis, you can also sell townhouses, except that a shared
wall will not connect them. Before being sold, the complete
project will have a similar theme and design with plans that the
council has previously approved.

With this technique, the developer effectively becomes a land
developer because the buyer signs two contracts
simultaneously: a land sales contract with the developer and a
building contract with the chosen builder. The developer
benefits because they do not have to borrow money to build
villas and hence do not have to take on any construction risks.
However, the developer will be responsible for financing and
constructing the roads and providing utilities to the strata lots.

Recommended Reading - Risks in property development.
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What Is An Ideal Location To
Build Villas And Townhouses?

Apply the following principles when looking for the appropriate
location for a townhouse or villa development:

● Shopping facilities, especially for the elderly, should be
within walking distance.

● Restaurants and recreation facilities should be near,
especially for young, career-minded inhabitants.

● Public transportation is a top priority.

● There should be public open space nearby.\

● The location should be within a reasonable distance of the
CBD or a significant business district.

● Recreational and cultural amenities should be easily
accessible and readily available.

● The community's quality and reputation should appeal to
your target demographic.

Consider the following elements as well:

● A school's quality and accessibility

● The population density and homogeneity.

● The standard of community facilities and services provided
by the council

● The degree of crime in the neighbourhood

● The accessibility of medical services
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How To Do Site Analysis To
Build Villas?

There are three factors that a developer should always consider
while performing site acquisition -

Avoid Steep Sites

To save money on retaining walls, construct on property that is
relatively flat but has an appropriate gradient for rainwater
drainage, and make sure that all required services, such as
water, electricity, gas, and sewerage, are nearby.

Look For A Site With A Regular Shape

Always double-check the zoning, permitted density, height
restrictions, and setbacks. It is critical to examine these
restrictions by putting out a short schematic drawing. Although
one might design a site with a plan of ten units, construction
setbacks and height constraints may limit the number of villa
and townhouse units that one can comfortably accommodate
on the site.

Before making any commitments, visit your architect or
designer if you are unsure about any problems or abnormalities
on a site.
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Examine The Site Regulations

Always double-check the zoning, permitted density, height
restrictions, and setbacks. It is critical to examine these
restrictions by putting out a short schematic drawing. Although
one might design a site with a plan of ten units, construction
setbacks and height constraints may limit the number of villa
and townhouse units that one can comfortably accommodate
on the site.

Before making any commitments, visit your architect or
designer if you are unsure about any problems or abnormalities
on a site.
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Market Profile

For a villa or townhouse development, the market profile of
potential buyers or tenants is diverse, allowing it to appeal to a
wide range of age groups. People invest in these developments
for various reasons, including personal consumption and
long-term investment. The following are the four main buyer
groups:

Matures: Those who were born between 1925 and 1945

Baby Boomers: People who were born between 1946 and 1964.

Generation X: People born between 1965 and 1978.

Generation Y refers to those born between 1980 and 1994.

The senior generation and new generation (Generations X and
Y) are two more powerful groups in this market in unit
development. At the same time, baby boomers are the most
likely investors.

Characteristics of different buyer groups

Mature Generation

This generation is more likely to seek out a retirement village
but may also consider relocating to a villa.

● Comfort, lifestyle, security, friendship, and a feeling of
community are their top objectives.

● They are concerned about value, recurring costs, and just
paying for what they require.

● These people are worried about body corporate fees.
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● They desire to be close to their loved ones.

● They prefer newer, more compact house designs.

● This group want on-site health and convenience services.

● They wish to spend their final years in one location.

Baby Boomers

This generation has two groups - independent and
independently wealthy. The first group will sell their home to
buy a smaller one, and they are the most likely to consider
becoming owner-occupants of a villa or townhouse.

● They're becoming more receptive to letting someone else
look after their property.

● Such people favour single-story homes and relocate from
the suburbs to the city.

● Personal safety is a top issue for them.

● They are ecstatic to live in communities with wide front
gates.

● They value quality and luxury fittings, viewing them as
rewards for a lifetime of hard labour.

● This group wishes to live on the first floor.

● They want to see the finished product before buying, and
they're willing to wait.

The independently rich are often too independent of residing in
a body corporate-controlled medium-density development.

● They are content to purchase a body corporate-managed
investment property.
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● Divorced people make up a large percentage of the
population, which increases the number of dwellings
needed but halves their purchasing power.

● They choose zero-lot residences (those built near the side
boundary with no setback) and stylish townhouses on the
waterfront, golf course, or other prominent locations.

● These people buy houses for the lifestyle, exclusivity, and
status they provide.

● They are brand and style conscious.

● This group places a high value on personal and residential
security.

● They require space for their various hobbies and toys,
including motorbikes, home entertainment systems, and
sports automobiles.

● They are late savers with a passion for investing. They need
it right now.

Generation X And Generation Y

These two groups are more likely to rent a villa or townhouse,
with 70% of them renting and intending to do so in the future.

● They are more likely to rent investment properties owned
by baby boomers.

● They respond to style, design, and proximity to cafes and
other gathering spots, as well as employment
opportunities.
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● This group is well-educated, less competitive than their
parents, and patient, rarely rushing into significant
decisions such as home purchases.

● They are the 'options' generation, who prefer to rent to
keep their options open.

● This age group of purchasers wants to be close to work,
cafes, and meeting spots.
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Market Research

A market research organisation may play an essential role
unless the developer is building in a greenfield location or the
construction is more significant than usual. If the development
is in a well-established region, statistical data from prior sales
and established trends will aid the market research.

6 Tips to time the real estate market

To gain a deeper understanding of the target market, the
developer and team must research the following areas to
construct the proper development brief.

Demographics

The purpose of this study is to examine the composition and
profile of potential buyers. Age, sex, marital status, income, and
occupation are all factors in the study. Generally, you should
research within 20 kilometres of the development site.

Consumer Preferences

Consumer preferences will differ from region to region,
necessitating research on current and future consumer trends
and tastes. You can analyse these tendencies in architecture,
accommodation, and planning. Avoid creating an architectural
masterpiece or anything outrageous, as it will only appeal to a
specific market segment and may become dated over time.
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Demand From Customers

To justify the construction of the development, and analysis of
population and immigration patterns (both present and future)
will be required. Property Valuers, real estate agents, and the
local planning commission provide this information.

Local Competition To Build

Townhouses And Villas

To determine if your proposed development has enough room,
you should do a competitive analysis. In addition, you should
also determine whether current competitors' price structures
have an acceptable development margin.

Present And Future Rentals

This is a crucial consideration for determining a project's
financial gearing.

Will current and future rentals cover the development
mortgage?

Should the market enter a downturn?

The types of tenants that are currently renting properties, as
well as the occupancy rate and fees levied by local property
managers, should all be considered.
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Present And Future Prices Of Units

After development expenditures are deducted, current prices
paid for similar developments in similar locations will tell the
developer if there will be a profit. An examination of price
increases over the previous few years will also instil trust in the
developer, mainly if the trend is upward. It may be more
challenging to determine the correct market pricing for new
developments, usually based on prior sales and several
assumptions.
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Development Team

Putting together an efficient development team entails more
than simply briefing a few consultants. An experienced and
motivated developer or development/project manager must
lead and coordinate the group according to experience. If the
developer employs in-house personnel, it is in their best
interests to maintain tight control over the project.

If not, they should be cautious in their consultant selection and
appointment, as they may not share the same goals. When it
comes to villa or townhouse complexes, the developer should
only use advisors when essential. If the project is small, the
developer can contact a project builder who specialises in this
type of construction. The developer may want to hire the
following consultants for a larger project.

● Architect

● Quantity Surveyor

● Civil Engineer

● Structural Engineer

● Land Surveyor

● Conveyancer

● Solicitor

Recommended Reading - Property Development Team - An
army of 23 professionals.
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Considerations For The Design

Townhouses and villas can be tough to design well due to the
necessity to maximise the number of villa and townhouse units
on a property. Council planning codes frequently complicate
rather than simplify the situation. The requirement for solar- and
energy-efficient design often clashes with the cost-effective
method. The margin for error is not as significant as in suburban
house design, where if something isn't quite right, the owner
can change it later or plant a tree to disguise it. Because of the
fire safety standards of building rules and the constraints of
corporate body organisations, it is rare for individual owners to
do much about built-in design flaws in townhouses.

As previously said, choosing an experienced architect or
building designer who knows the customer's needs and can
manage cost-effective design is critical to the success of group
housing or multiple dwelling schemes. More significantly, they
should have a thorough understanding of construction laws and
city ordinances and the ability to create a decent design within
these constraints. A skilled architect or building designer should
consider the following design requirements.

Theme

If you choose a unique character or theme, it should be carried
out in all the building's designs. Developing a distinct piece
would provide the development of a distinct identity and a
marketing advantage.
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Scale

The scale, height, and density should be appropriate for the
surrounding environment. Make sure the structures don't feel
oppressive or claustrophobic. Create a relaxing atmosphere with
beautiful views and a homey vibe.

Privacy

When density requirements are high, especially with
townhouses, planning for privacy can be a challenge. Designers
should employ their talents to ensure visual privacy and little
noise transmission between units.

Daylight

You should include as much natural light as possible in the
internal design. More oversized windows can help achieve this,
allowing better ventilation and a greater sense of spaciousness.
Avoid large windows towards the hot westerly sun.

Conservation Of Energy

Because of our harsh climate, architects and designers should
create units with the proper orientation to limit the demand for
air conditioning and artificial heating.
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Security

With the rise in crime, security has become a key architectural
consideration in higher-density constructions. You will see a
boost in the sale of the units by incorporating adequate fencing
and security systems.

No Need For Maintenance

Long-term external maintenance might be a hardship for a
body corporate that needs to raise unit owner levies. As more
buyers and investors become aware of these issues, they are
drawn to developments that require less care.

Facilities For Communal Use

Depending on the scale of the property, the developer should
consider standard amenities such as a pool, gym, and workshop.

29



What Factors Affect The Cost
Of Developing Villas And
Townhouses?

Unlike a rehabilitation or a single dwelling build, a higher
density project will require a more extensive feasibility study and
several cost aspects. These are some of them:

● The price of land

● Rezoning fees (if necessary)

● Fees for connection and headwork

● Bulk services

● Fees for development approval and construction plans

● Developer contributions

● Site cost

● Construction cost

● Holding cost

● Escalating costs

● Project manager's fees

● Professional fees

● Rates and taxes

● Transportation levy

● External development cost

● Bank charges
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● Sales commissions

● commissions on sales
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Finance For Townhouses And
Villas

Financiers prefer real estate developers with experience and a
proven track record. An experienced person, such as a project or
development manager, should be included in the development
team of an apprentice developer.

Here is how you can select the right finance option for your
property.

Every financier will carefully examine the developer's feasibility
and consider market data in sales within the development
region. Most lenders will base their loan decisions on this factor
and whether or not there is still a need for such a development.
Pre-sales or sales-off-plan are necessary in some cases to obtain
project financing.

The pre-sales requirement can be as high as 100% of the
amount borrowed in rare cases. Financiers will often lend up to
70% of the total development cost (TDC) or 65% of the end value
(EV).

If the development is significant - say, 30 units - it is best to
break it into three parts, reducing development risks and
making financing more accessible.
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What Should You Include In
The Contracts To Build Villas?

If you're not a builder, the type of contract you'll sign will be
determined by the size of the project and, maybe, the entire
development's phasing. Your architect or development
manager can help you decide which contract is best for you.
Whatever agreement you use, be sure you have rates for
modifications confirmed before finalising it because your buyers
will almost certainly ask for changes to your regular plans or
specifications. Most importantly, even if the development is in
stages, always negotiate a fixed-price contract.

A design and construct contract is another option worth
considering. A developer can contact project builders who
specialise in this type of development and have in-house
designers to handle all planning concerns. The disadvantage of
this approach is that the developer is locked in with a specific
builder without knowing if the designs could be cheaper.
Alternatively, the developer can hire their architect or designer,
create a set of estimating drawings (partial working drawings)
and specifications, and then bid them out to builders.

The architect or designer will be novated to the chosen builder,
who will then pay the remaining expenses for the working
drawings to the architect or designer. Another advantage of this
strategy is that if the project goes over budget, the developer
and the builder can work together to identify cost-cutting
opportunities before the final working drawings are finished.
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How To Market Villa Or
Townhouse Development?

When marketing a villa or townhouse development, keep the
following factors in mind.

In-House Marketing

It may be desirable to build your marketing division if your
development is of a respectable scale and will take several
months to complete. You will not only have superior marketing
control, but you will also have sales consultants who are
dedicated to and focused on selling your project. If you go this
way, make sure you hire salespeople familiar with the scheme
and construction concepts.

External Marketing

If you have to hire an outside agent, make sure they follow
through on their promises and keep you on your toes.

Pre-Sales

This method will necessitate some good presentation drawings
and advertising material if it is to be used in marketing. The
latest software makes it possible to build a walk-through of
numerous interiors to help buyers visualise the ultimate result.
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Display Unit

Some buyers do not buy units off-plan; therefore, a finished
display unit would help advertise. The showcase unit should
never be the more extensive and better unit since buyers will
demand it, resulting in disappointment and arguments.
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Strata Title

Strata or company titles are used to sell all residential units, villa
units, and townhouses. This entails legal contacts with all other
titleholders in the development for the prospective buyer.
Residents, absentee landlord investors renting the property, the
developer owning unsold units, and mortgagees with first
mortgagees rights are all possible titleholders.

Real estate developers should consider hiring a strata-title
management business to handle all corporate body matters
early on in the project. They can even form a corporation with
the new owners to oversee the building's affairs. Of course, the
latter method would save the management fee otherwise be
paid to another firm.

However, using the services of an independent management
business is recommended since they will function as an
independent party. In contrast, members chosen from among
the titleholders may have private agendas, leading to conflict.
Furthermore, if the corporate body administrator sells their unit,
there will be no continuity of administrative work.

The title, bylaws, and minutes of the body corporate or board of
directors meetings describe the legal relationships. These, as
well as the body corporate's or company's minutes and
accounts, insurance policies, the Strata Plan and Unit
Entitlement, property maintenance contracts, and the
managing agent's performance, if one has been appointed,
must all be kept up to date and in a retrievable format.

The body corporate must pay close attention to property
maintenance. Villas, townhouses, and retirement communities
are more complex than single-family homes. The maintenance
of the property entails buildings and their electrical, water,
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drainage, ventilation, security, lift services, and the grounds and
gardens. Repairs can cost tens of thousands of dollars.
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Summary

With the influx of immigrants, the retirement of baby boomers,
natural population expansion, and the shortage of property near
the city, an excellent opportunity for villa and townhouse
developers have arisen. Most real estate developers prefer to
offer their products to the general public, but this is not the best
approach to making money, especially after tax issues. Some
savvy real estate developers have amassed a significant fortune
by selling a few units and renting out the others, generating a
steady income stream during their retirement years.

Start establishing a portfolio of housing units instead of waiting
for a government pension or superannuation to pay-out (which
will ultimately dry up). If you're worried about over-gearing, sell
one part of the development but keep the other for rental or
bring in an equity partner.

Let me know if there is anything I can do to help you. You're also
welcome to attend my property development workshop, where
I'll guide you through your next project.
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FAQs
How to estimate building

construction costs?

The procedure of estimating the cost of a physical building,
service, or infrastructure is known as cost estimation. Cost
estimates generated by professional estimators, contractors,
and others are required for complex building projects. Owners
demand accurate project estimates for various reasons,
including feasibility, the project's scope, budget allocation, and
economic feasibility. Creating an accurate and valid cost
estimate is a great way to determine your financial constraints.

Is building a villa a good option as an

investment?

It's an excellent way to ensure that anything you do has a
significant financial worth while designing and creating your
villa with such situations in mind. Then, if you build a villa with
an unattractive design that is unlikely to sell, you might just
have made an irreversible decision. As a result, checking the
pulse of the market and building a project that is as easy as
feasible for its location and will rise in value over time will be a
safer alternative for your family.
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