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64. simpler male.
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But at short m, %/₁ is high, yet there is little capl.sete
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It is likeparking lot.
high laber-internity. It is still intense, justnot expl. intime.

big rentshare?
96of m = 1, C + R, but there is still a big
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S=
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But there is rent in there:
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w as in rises,
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internity is not that low.



f

T

66. Factor proportions- how define intercity?
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useIt wd, he even nicer to modify concept of for

when revs, come at all timer.

Q = {[Ce'( -1)] 5(ei^-1) - sim

Σ(R₂e² cm-n)) = 7VR
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67. When news, not deferred, is it still sumible to treci

rentsame as with treestle ( as in 66,) ? 1.c., treat rent as the not realized,

but embodied in capl.

Yes, bes. you're compounding"revs,in forward to me,

though they were

though

as

And as

you mant model(tee 11, p.77) But this makesit hard to apply to tax
police

tax bare an isof with C/R?

But

68. How does my defre.of intensity

im = 1 , then Q : 1if

Q>Ř
Im

e -1

and PVR,

defined to then ( and appropriately magnified)

im
< ",ime ·l

ola

no capital had been recovered in the rews.

=

is decreasing fr. of

C
Cree

now

tera

then treating them

R -C

R

1.Q.thus reducing 2d team and raising Q

m

ola

so

iffe
just like trees,

more it ruiser 2 above R. Then 4/a aloneGina !...
understater intensity of longer cycles relative to short,

and overstates intensity of thout cycles relative to long.
to, from (65) p . 70, when m =1= 1 R₁= C₁² + a= !

craci

the higher m
the

Nog if
This → 1?...)a is high = C, min

Champaign Cy, Ill.
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doesn't change it much, when m = 1.
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But when

& very small, but

m = 100

is also small.
}}}

·-|
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Q4 = 1-1-20R.C x(₁03)
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not

l

newly, at all

mi

e -1

R- C

Now since I is small, R=c
R

wd. make Q 0.
this out, leaving a high intensity

are

~(ray)

i'll truethat longeycles,It is still true

avoids overstating themospoint,

100.105

e5
T

1- 7 → 1.

But = the 103 coefficient nearly wipes

are

merlywurdy

and

116

147

This alone

thesputensive That'skess Whis

Long cycles especially less labor intensive. The

present adjustment refers only to capital. Iland-derived

capital). But note how ist intensing rises, even if C = O !
lex capt, pile up on land youget intercity, alo, rent&falls.

you
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There is something directX self- evident about defining

But it's wrong .e

Became

t a

R

'-e

c + sli -e-in) = Crake(i

(This is consistent with all the above)? Oh am

Yes,

life.

Cr

To yield futurete

of a resolvedin def.70. Doubts about me device ofcue by

normalizing, or in Dewis app. I , and III. ( II refer to dequeig capl)

71. Good intuitive explu. neededfor why Q rises with us when

capt, is depreiz. {4 In this model, Q2 = {(IFA) = ítat. If longerg
in makes a fall, it raiser Q.

land inputs
could

You
the

the carcan or
say

Un important early revs., and also to

news.

If C is

were dualpurpose : to yield

shell of bldg. into future

Then part of the rent is plowed bebe, is an miot.

on with trees, but this is expressed in deprecu., or lack ofsame.

early

very

[1€7

1 back to = ?
R

carry

for the future, just
Probably this is even a nounal condition : early years,to the

nevs. do not cover int. on S + C;
over whide

but the mout. is justified

Gminal thisin Ries). If so, thebldg. wd. appreciate. See 84,p.88

125).

low, R-C
R

+1, and value of Q could have an

m .unoumbiguom value for m
arbitrary element since there is no

solved by specifying a time period one wishes to evaluate

one
one feels responsible for theperiod feels

the period might be forever, but my formula is premised on one

This is

the cycle

is dominated by Co.[or,
finite cycle]
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20 Incurity =Q = 1-116 15R eimei .05

Let e = 200

5 = 800

R

7.82
6.41
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PVR = (Crs) eine

tim

84

1.97

AVTOM

= 431.9

56.261

15.4

596.9

= 949.
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R -C

R
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.665

.789

I'm
= c +s -Se = C +5(1-2 ) = C +ake-im

.35

.7010

2,80

l
.41

.97

14.4

-This checks with Davis paper, lpp.1.
Q = ( -[lact column about], and this =

mg
1.9.

i'm
POL

85-3

72

194

(

(78

BettadR -(
.451

.479

.15

in Davis paper, p.4.



12. Now I have

Intensity,quotient,
Q R -C

= |
R

Better : Q = (= -1)==1 +l
im = 4
im

14.

But

It is of course simple internt - compound int.
It is also the go of the simples that is rent. ( "Auples"= (3. ( =̂ ~̂ )

Note that this to falls from 100 % when m =1. down vury

73. When m = 1

ė
im

or

im

www.

(

Because ei > Iti

im

(1+i)==

defn. of intensity to replace toR

im
ein-l

e = 2.118301281828

i LI

1

i > lu(1+i)

This is because (Iti)' reposents simple interent for oneyear,

due to annual compounding

e' > Iti became ebecause è represents dailyei

inte

low where m =

9994.

represents daily or continuous compounding .

- 60.
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15. simplify

thes

~

R- C mi R -C

Q = 1-4-² 2/1 = 1- Recco4R e

Q= 4+(= -1)4
or

Q = €4+ (1-4)

20
Note that this is based

Ų← This is simpler, because y appear onlye

That is why Q21why Q-> 1 when

point, you

solution:

B

one

is that a o, in at least a is declining.→

to if you

on

when mao and 490.

let a cycle drift

diluting a, hence for this reason Q +1
when Rm La .

internal valuation of Sta.
What's happening

comer
assume cut-off

lif the cycle in question
is take u

wrong use,

higher a from another cycle and apply alternative

def. where
E a

cycle chrift on part economical cut-off

181

once.

the

Q = 1 (p . 14)
7VR

QThisgives a higher a and lower Q ; but I still rises with

shidn't, it shld.fullas you add more land andget no return for it. Holdit!
If a is fixed.[Thin i has to full]to Ive down't rise.

m , andit
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E.g. parking lot.
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Q be arbitrary sometimes ?

Q2 = 1 + 6=1

If C small, un is short

A
which wc. make Q

But w.

tyw, trees,W,
igrall,

trees,It
but

bldg; say
lowering 4. This suggests rents

yeAnd does it matter if

Yes. Add to C, for

T

82
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Laber input
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deim
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Again, intensity, Q.
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rises with in because longer

a i
then i is residualand falls if in drago

an an 0.C.
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and min

To
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= E all in.
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Laber I

av. 'I use { in

Cein

But

not
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A denom

hen

in

in

4

oveutates

are

ma

? Yes is

d a

0.c.a
a .

all in.

But

185

i is residual & is reduc

on thi

)

must also crease the
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them i

80.

8

bes.

į
Thus,

must be

T

Likerise taken

1

This

2. Lower

Raises inten

a residual takes

hi,

w .

increases when a

tem

@ =

val lowum

to atch that. It is still ok to compare

and how taxes change relative bidding powers.
T. E i,

ratio=

31

Crs

a

si

a

im

c.

are

·se
(utsleim -s

ch

-5 (ltim)

is inter

1

I added1/

u a increase

ero. intercity becomes 1₂

a

alike in reducing intensity; beut making
S&a. & see 86

21

determined

hen

laber c ì
like arount to

intensit

186

interitier

top &
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hij

ľī.
c

That i

But at
not capital, i &t

€.R
1 1

At
.al.

ï and t
s.

ar

represents

C = io R.

Į

com land, m =1

a

c
3

M

ú

ļki

have little effect,

m .

for fast degrees. regundless of in .)

t

Short cycles do not neely
c = tat

mis melev.

+ and i

underStaterbut p

are biased against these uses

early news, high &

hi int
but that little is

have highet.högle

,,,, vs

&

caur highe
int

G

long life, cupl.-

181

means

On good

But a. that 17utes

labor -using land use, when all inputs & output onehi i ¡ˆ V mi



83. lince I like i, hits capl. -intensive mixes, is it good?

84

of

also

com .

that

(

;

a

waste i

That is it clown't just cause luber to subst. for cople, its

that

came

lunt ' :

the
im

buil

it

1

>

er

t
and worken ini..

.W Į

188

capt for remote futes retums.
revs. de nor u int. on

(&dissanis

( rs)..

of caple, like trees, is ok.

l.v. caused by early devent. is a social warte.
1. If due to attracting pow. leverge of pvt. over pub.unc.

obvious.
2. Even if no 6 our.im;

1
site. This is zero-sum.ait to

They comefrom others. [It maybe permanent, by getting them to build nearyou.)
when l.v. are vicin chances are3. that



189

some will think they have to cause the rise, and invest to
do so even though it wd. occur cunyway.

But the larger fucter is : when clemand riser, opp.to

lune demand Ip.w. your way rise, spucking "lighting-rod"unt.
all over.

4. There are

l.v. vise.
many ways

to invest

This is exaggerated by:

there

reverse it.
ww

86. Highn ist speedup turnover some.
not near as much as otherwise.

The speedup is greatest

yr. mony

85. Part of fu. of land input is to keep bldg.from depreig.

Physically
Environmentally on locationally

to make

Large holdings

Levurage over p.w.

Tax advantys to A l.v.

It justifier longest. lived wirts, bes. product is ofperpetual

life, and rising value.

yr.own

but by reducing rent,

On rentfielding land, I once stored in green book that

still a speedup. But cleebe it. Leverque might even

the
greatest on urgul. lund, but itgoes outof
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87

d lu (si)

Ilu(1-e-ix)d

di

75a
18, lostline

Derive a

ds
5

a

t

o .

Valuesofmi(

di

-1

When S = %/;, is not bes. c = o,

Needfor keying PUR to depreen, pattem, in chouring effects of

ton

( Rising a)

Sefine intensity , Q = 1.
andp.81# 75;75; andp.82#96.eQ >

e' > Iti

bottom, pp. 54;

And her p. 26, # 25.
P.39, # 36

irt
10sind [{{₂ -time) - <]1-e

Summary of biases where it is more biased than i.
And see N 67 ; p. 49 # 44 ; p. 102 # 104 ; p. 125,# 121.

at 5%

R - C

2Q when bldg, is valued as residual

# 50n. 51

p. 61. # 55

KA

e

but m =m = 1.

-(

p.1.56
and seep.94 #96

0.100

p. 93 # 93

= 1 + ( // - ()

55

mi

e

98 #100

-(
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Contents, highlights, p

??}

t &i are biosed aguimit capl. intensity & long life,

against high C/R alone. (But where copt. complements laber, bien is

against labor.) p. 92 #89; p. 102, # 102 ;105# 105;

Modify Q for rising a

109B]
963 Try to find at by deducting PUT from 5, and reconcile with

other method.{o}

up

p.2

Internity must include all inputs & outputs life.
Netting out, or "clearing", can understate laber- intensity, Leg.

by wring cash flow to rep. gross ; an uring stumpage to rep

gros.)
Is sent stored in bldgs. libee trees?

Ref. of a after

Prop. Fux not biased ferestrya

How much does decline of rent from i & t offret speedup of

tursover due to i & t ?

over

not

in

3-0 by new approachS

biased ittheory; bional for is in practive

tax derived in PIPO care, intuitively clean.

Levying & fences us to have 2 conhave 2 concepts of internity. Lover
5x below social value. Then undurtater land input, overtatesE

capt. imput, overstater true
intensity.

Tax on appreig capt. codes some of own baue (like landtax.)
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123 119

Is tax on

Contern Highlights, p.3

appreiz capl. different? p.101 concludes "Nö",

Quant for © by method of S - EPUT

T₁ = PV₁ qm - PV₂ 2 ₁

B₂ - PUER - PUS

and variations

Blitys, can store up unripe neuts, like trees, and interest, too. This is

just what each flow analysis does, p.120.
Rising rents can overbldg.came

more than increase
Owing to levurge, might iist reduce a by

of i.B and thus wholly

life, and lengthen life ?

Paradox: a (eacird).,) = Carte(excite)_()ole itt

Cash flow analysin

bu (1 +x) = x (1-1)
agenda: Normalize

or more than wholely offset effect
on

p.119 mayhelp.



Why at on bldg, is harderon bldgs, than si.
(Summary) of findings, including tool developed atory

Little ofvalue pp.1-7 1
along the way.

Ace 4for leve statement re theproblem tha si domn't love withwh Ca..
1. 165= = and a not 7(i)

ok

№
2.

ds
di

ds =

(

o|?

-Sdi

ds = -di
S

d (sil
di

s + d² = 5 (1-1₁)

if ds
di

3

d(Si)
di

"/..

Stids

= S

di

- as in (1), then

is

vis

ok 3. d (si) = 5 di tids
= 0 when di

0

d5
S



The object of this exercise is to show that a bldg.
oror TAjaxed vs. bldgs. Than is an equal rise of i,for

this.

See p.43

or hopurise comparable rise of i
M

"Oxhenvise comparable " could mean "to producing/same decline in S.

But the ai required to produce the same deplive in 5 decliner

be one way ofgetting
& rises, and that maywith at

When

comparable si

When

bes.
they

Comp.

glad

si
T

AL =

ole

= 0 ,

= 0 .

so if

Compurable 4.

(about)(produce (about) same decline of

comparable si = t.

In between the comparable si increases with I
R

have same

JIS

R

si =

t

t

1 +248)/producet
base,

ule

t producer

R

A W

Frelser

so

ww

'nlewenings

This the efficacy of= relativeE

C
-R(1-2)

Fux

si is higher than the comparable

-C/R

is moreo

S,decline of 5, so the

relative to si increases withth zR

S,

2



Ok, but

so what?

Review

si lowers s to5.

not raisa income my.ayg.

6 PVR

And whyover 5 is made small, the si has little effect.
ofg. xi, si has greater effect

does not compensatefor that, because it is on

comer

PUR =

S

96 g=

a

Interest on

-g

from 2 parts
C

i PVR =

PVR isi
i -g

t

= 0 & d = 0

i PVR :=

a

6

a

as when

1-e

Reut +

itd

r

-(itd)m

+6(1 -e- (italne) _

that devolver to

rb - be

on lown . The compusatery effect ofsi
the base of (S-AS;)

R

€ +1,R

-im
ok

I reduar effect of si ; g
d

then the ai will

ird

Cap. service less depreen.

notreally const. There isa drop.

I 6 are crest, & to deprein.Falls,á ba

or rent I interest

a cap, loss became !=(-i'm drops.

(;.PVR) rises,

a

When ai,

= 0b vs. 6# The heavier the weight of the more the rise. If
there is to rise at all. This says that when40, the extra inc. to capt.
Now add d > o

comes out
and grö:/ to reut remainsof lowon deprem,

same. Thur si doesn't reduce rent. That's hund

to believe Review.it
to the more capt., & the faster if decays, the les sensition

PUR, but As it

adds to

3

so

is PVR to wi. But the more capt, dans not reduces the effect of rax on



1,

AS

d(Si)
di

due to th

1

But when cxo,
and

A(si)

d(5 :)
de

decline of

EX. Why? I doubt this.

1

botk

stage I: Effectorre-AS alone,
C/R

due to t

-A (Si); << -A (Si)t

due to di

go

When C → R. -AS₁ → -AS: (except for influence of denom.,but
t

it has nothing to influence when s is new zero.)
so if if next =

furnable than t

land rent =

Algebra of ratio of -Absila
Seep.44 -A (Si);
#39, for cleauer model - casting doubt on this one.:-)

to

Sy #to high / I because they lower than the
(cautions forgiven 5, R-C remains const., andthey do not lower 5 thesame. Seep. 43-4R.! ·50

sume but si vaises the mult.

due to si

due to ť

o when

S.i, Ai is relatively much more

a(si)

Si

due to bi > decline of the rent

L = 0

"//R

needed.

-AS

due tosi

4.

So Ibut why

Stage II: Effect of si on income, shown

-(soio)

snd. So fullw.4/R ?)

This may
in come,

"//R

dueto t

by
↑

be effecton
becames

when 5₁ -45 = 0,
si has no

effect



8. Having

puton the cake. E.g. that de
di

facsi)
de

but only

the bank statement of (7), there's lots of frosting
is decig. 7(5)

is a decreasing FCC)
To Prove: -deai

9./ -AS; > -ASE

-Asi

-ASE

-A(si);

-A(Si)

or

-A (Si);

-A ( Si),

= 0

OR201Ai Si

R

Lo

J

-TC

1 If TioRais;
To (cts)

S;

i)

el
-A(Si); <=(Si)= Notproven.

-(AiS; + iss.

-Ast -iAS

This ratio, like I

>

detra
must

Ai

T to

To make precise,Too vague.
specify all exactly, and key

!1

si si ORtotal = *²-# #2 - 2[0̂ -48]
tore

TC

is a decreasing 7(2),

R*4 +7 5c

+ TCIOR * Cai Si

+ Tc^i

to

=

neg.
TiOR - Ai Si

bes. AS LO

īLi

5

D#Bi



T= = if

If T = Ai

T= Ai

10.

so

„“.

o0 = 1

@ ( C +s) > 5;

-

... mequality is almost entainly
d(si)

ds
dt

-ds

-ds
di

_ds
dt

me is very long.

di

ds
di

(d (si)
de

de C

Q

whene TEI and I =

= 4 ÷ R

0/--

eutainly true.
is a decreasing 7(2). QED? Too Crude.

dt
i

c

= TC

4/ R

@ = 7(e)

C = dt TC

ac

o may

Y R

even >I

6



11. Adding to complexity,
non -essential. Says who? Seems pretty

el- si)
A Si

R

i

That is when R. come

despite leverage.

Much trouble, no lear result.

12. Not only is -A(Si);< - A (5₁)= , it is mean

for -A (Si): < 0

i.e. A (si) > 0

7

C/R rises, 5 fulls - but this isessential

"//R

due to t

a =

due to Ai

Two ways of perceiving this

A. Si = a

1 ci

-Asi

early,

Ri
1- e -im

16 R = 1 --__-' then fint temu =1,

-ime

so

1-6 -im

PVR fulls only a little,

Chim-im
1-e

a

possiblebarelyconceivable

due to di

and

derig. 7(i)



afu ( R-C) > -[{
di

dR

di

drdi

R -C

to

\/

itd (me

da
di

m

(cird mi (1 -clird)) -1
u

Maybesomeday

-(ita)m

a =

desxi

1 -e\cing - ( (itd)

rd

M

i'm-

-R

R

R -c)(ind)

B. A simpler derivation is

(R - C) x cxf

To if -den(R-C)
di

I needed.con simplify ifnaked)

+

==litalm
e

> -[/>-{+- ]e

d mu erf
di

R

-1 - clina)eciration (Ric) (in)

m
d^ < ( R-c)[= - ]
dR

"M /Iedi

}}

--

m

9

Merl



13,
to

tī e

e

m

m
i'm l

It is by 7(m), and → = when mycoi

o

eim (( + mi)

mean

for all myo, and = 0

im

→ 14. Higher &R

Prije sensitive to di.

R comes more

fer

dR
di

a

Growth at comp

fd '}

í(eim -1)

int.

from earlier years,

declines.

m = o

so Sai is more likely to vise wareis
R-C also declines, rep's increased leverage.But

It is inherently implausible that higher i should wate

can do is to temper
rent rise. Pubably the most this facter

fall. a
the suppose cepurting lot, with decaying income, S= 34itd

then

and is less

slird) The cash flow covers int.plus depreen.
Also in when C70, decaying Ru means

growth at simple int.

rent is anif rent = a=5₁² = Ag Fri)
→ But when land appeces. on depress., Si is the annual income, while a is not.

si = a Sd

its

10

higher deprem. Meckthat



S= R -C
1-e-im

Si = (R- C) im

so
Now suppose all R comes at o , sameas Coi

Them a(si) >o.di

But it is impossible for all R to

Bes, then:

l- e -im

and lower

a. Co is fully depreed.I recevral is due

6. Land is also fully decayed. That lower S,

a (si)

Probably I cel. prove,

But it is not neeneeestary,

come at 0 , or anythingcome

-dR
di

W. an effect that d(5:)
di

so drop it .

10A

near it.

can nem yo.



B
15.
# d sii

di

lu (s.i)

d(s.i) =

di

d lu (Si) .

sti

In

= sdi tids

= lust lui

12/4/1

+

dla(si) = ds +di
S

--

d (5.1) is neg. so

di

5

di
i

all the (ds)s
my case, neg; and dixo.

Adding Inch teren reduces the %to drop, but does not Mange the

rankings, because it is the same for all.

long au

Sdi Eids Lo

S di < -ids

are

to th
11

1.20

.as
S

That is so longass drops by a greater to than i rises.

which it does bes. of leverage.



where?

16. I have already shown that tand income, Sie, is

more reduced by
tax than a Ai ; and how the

excess reduction increases with intensity, C/R =

d -c

l- e-im

16 A

siguen

S=

-d5
de

d
di

d5
di

= 7(c)

7(R)

The dersom. reps. future cycles.
de

de

Now the remitivity of denom to si merecreased with

(( -e -in)

to show above sentence.

I lu (1-e- ' )

d (me- in)
du

=

and

but also increases value of clenom , which who reduces 5.

Thus -ds - ds>

so for wall in
And for large

This is so for

To for

mi

- me

M

"W

.im

me

di |-e " e

to the smaller in is the greater the to change in denom . ( `-e`n) with

m(-ie-in) te-im

me
-im

1 > mi

Ismi

di

·

1

An increasing and then decreasing2

eim

m.

me

a decreasing 7(m). (proved(13)

m < ćma

m > ==

*

( 1 - e- im ) increases with i.
decreases

12

7cm).



NAMA

den( ₁) = ( ^ -̂1)i'm(e

du

best so if

But

1

S =

e

R.C| -e

in

(ex-1)"

>

l - e - in

mi

i'm

my !--m >

to deriv is negative .

to the to change in (l - e-ia) with di gets mother an

Ext digress in

i'm

Denom, rises with in and with i
It's to change w . si decreases an

(2+3""sensitiving
i increases)

When me is small, R gets less sensitive to si; but denom gets

more sensitive,
1to the shorter values of

in increases.

am also decreases as i

gete lager.

in do not

13

nesly.make 5 less sercitive to 2.

They make S₂ loom lager. Actually, we know they do meble 5 less semcitivne

to si; this isjust a compensatory factor, and fairlyweek.



NG.

16, recurmed.

As &/ rises, Si dassnot decline as much outfrom
R

N.1 .

notso.
andprobably

That is the basis, then the frocking, maybe the only cabre we have.

and there's no frosting here.
a. Higher & R is less sensitive to si, because nevs. come

earlier to

But Ri

so R

meam

Si = (R -C)=im is less redured by

Thefactor of Cive is unaffected by when revs. come.
1.

1 -e -im is affected.

If R = Leon ,16
-e -in

Best that is a noudecaying cash flow . If C is highe, c.f. cecays,

Rti rises with i

b . Higher ÅR

ssi as from st.

(of course, a
to this dawn't much clistinguishe & from ,
Bat Fim forte pneu

meam

then R======= \, unaffected by
vag

si.

parallel effect is at works with tax impact.
Ai

mob.
new up Ri

and soi is reduced less.

h

4i

decaying c.f., but also probly a longer m.

Longer in makes denom. less sensitive to si, to wise

So as & rises, and in

14

lengthens, S is reduced less by si,



Looking at that in terms of crf., when

A
orf is all interest, and of

small 4 of denom .reduced

presentat value.

by

and less increased by
is Frueoft

Looking at it in terms of salvage of future site when we is loy,
that is a small compared to other factor and has little effect

Even tho e-im is mure sensitive to si when i is

long, 1-2-im is less sensitive.I e

12. When sWhene s= a

ole

}

Thus a land ure

akin to the peuting

little reduced by

ber. ( 1 - e-im)

It seems not:

When in is short, denom, → i, crfal,
si. When in is short, rent is little reduced by si, Butthis

? Attua il
both

tax on C.

num.

ming much Co, but recovering it quickly, is

PVR is little reduced by 4i; and 5 islot.
lot

that is not becs. C =0, but bes. un= (

i ži
THI

in is long,
w . si is little

and si is only elightly reduced, if at all, by si. Likewire,
st .it is little reduced by

However, the ratio of the effects, small as they

A

ore

early

based on C.

to drinsite.

But si class reduce s a

are still depends

tee 41, p. 45.

15

Com



If we look just

makes it pod num.

leverage is.

indep. of ER.

at

denom. YE
and makes more sensitive to the

less sensitive to int. In taxes

munde18. Counter- dominantsauto

S =

Hi C
In graph,&berlife

R
mean

R - C

l-e "

This at short m di retains its

wij
Acep 41, # 2, infiring

which prevents?

HẨM

But Hi VR num

~t loves its power.Ibesi is miore neutrel between wy on & stion -
to is handen en itt.

long life,

we'd

si retains its power to lower S, but ==

revets? Sep.20 .

say

where

short life

I that's where

16

no leverage is, i.e.

_why? I can = R when i =1,

means slow clepiem.
iscount with us.Aubl L

fucter decay of Rn , because R. includer Muadent.

Ru
But so what ? Even if C =R₁ can have m = 1. 1.c. if Ra

decays faut, that brings future gen. close.

allta)



+

17. ( remmed).
large imput compued to laber.

interest - lover force. The leverage
to the net cost of capital

of R-C is still there,but expirt! cocts of capital"_ interent I

propty. Fux don't dig into the R -C

at low m, capital is not a

shorter m.
Chances are, at hi i

Less C, more

You want

denom ?

-AS

a.

hi i art, you

m

int is

b . To maintain

and maintaineditintened

capital costs " i/s a corefacing

gup

ofter. His Why?

so deep.

wd. reduce C&D cyyou go

orumon cause
Higher

to lower leverage by raising R
( But higle i wc. lead to loufer mu, to reduce force of

im

proportion of output

investment and an investment is not a cort.and

that

m

both

output to site capacity. If you

C, you uvd. raise ä

go to

17

confering term. It is fo, laber cost. It is a ceph



? But as

d

R-C

l-e- im

The denom. is a minor compensating facter, for say 20.

in gets short, it brings to an end thegames posibility-
in. after that,

benefit of responding to higher i

you
mut concentrate un

With at, more

d ( R- C)
di

|
di

lu

I'mlverine

R.

1-e im

S =

But watda di

d lu Ruc
Sim

M

AB -- ( R - C)=_=_im_di

of response can come

1-e-e -im

The Idl tenu is large,

lowering C/R.

(/-e-in) dR - ( R -C)( --me -in)
di

( le

eld
di

R-C

dk

R-L

by lowering

M

i'm

Bewith it

even if

di

from shortening in

im
e -1

ļ
way down.

move

60
60
63

18

950 so

For at, -AS isjust the the first term , an denom, remainsseme.de ,
R -C



Puts it all together.
20,

19-22

Thegundal idea is that higher C/R removes the difference between

21.

effects of t & ki, by.

si

@

~
Matering them samme value

Making their time- derivationsandmore alike

( ?)
1 gets sporter,

@
as in gets longer.m

And now a

5 more sensitive to si them to

denom.

But

ei ed =

(1+i)(1 +d)

a

e

=

But with longer in the difference becomes smaller.
with

rd

e

Ich factor.
This denom, is another factor making

(1-d)(1 +d)
nd eAnothe

= 1

Again, small stuff drops out.
so dessying serier,

Hird rid > Itird

d

|-e -i'm becomes les sensitive to

The small stuff chops out.

si reducer R & also raiser

1 -d² < 1

Hi

jets lange L

(1+i)=
t can be



22.

summed up as

Because

dí
dR

dR

di

R

E =

R = i- e

and

1- e

đe

Let R come

itd
R

itd

,

-(italun

t

(ird)m

itd

-d

edri

decaying fr., and seefrom a decaying

me

e

e

ind

d

-lirdim

m
cita)m -1

if da
di

23

unbe Our t

į
This kindof deprecen. is exactly like raining I. #

Or levying I.
!



itd

1

itd

da
di

1

m
elitalu -1

or

itd

16

yo if

m

dinde ( R=² = 1- %
elitalm R

R

e

m

But

im

R-C

< &²[ -2]R

-1

<

m = 00

R-C

R

Now # m = ∞ could mean d = 0, in which case

fut

you

decays into a

itd

could have long life despite depreen., (e.g. something that

usable heap of stable matural, a landfillsay)

m = 10

d = 934

i = .01
^ = . 99( =

(

In general seem unlibaly. But main point is, PVR ci

rise some when I high & C decays.

Try

can

24



t

23.

si driver
you

For giver C, facter recovery of capt. means

favors that.
less sensitive to

S = R-C

& lus
di

or

toward facter recovery ofute ;#t doesn't.

how ?

site

m.

de

dR
di

S.i is cout. if a is not a 7(1)

a is not 7(i) if desco
S

si diffen by Ag the denom, and making it

di
R - C

to

I-e -im

lus = ln ( R ~ C) - lu (l-e -in)

you

si is wust. if above =

can't benefic as much by

me

l - e -im

me
= ( R-1)[==

sim

il .

wika

di

means higher R, lower /R .

tas
di
S

sm. Cheek that

25

We've been here before.



24 .

25.

A(si) = 0 when

si = (stas)(itai)
or

21.

S
SPAS

ť

26. 26

but also discounts future reuts . Since it discountssi
rents

all the same,it won't change ranting[= unless maybe the future

have different time patterns. Seep.49, # 44 , this comes to nought.]

itai

adds to costs.

If a is count, then

S =

remains court.
so if

S
=

a

? Rm

Rm

declines, & .i will decline. Hundly

Ruceim
elitz)m:)M_(

littlmCelit

Ce
circu

falls with si just enough so

circu

Rm

eim-l
Rue

i'me

c

more than

{e==time ---

-(i+z)m

C

1

e

But it'sprobably complexes. Bus. Fax have is

Cecirdim

maa truism.

No

26

-LiTEta
No

The No

more than



28.
Retturetothisare??

² R -crf - Ca (28)
1 - e- (i+ tim

Probely wrong. Jur. Id terms maken for benden independent of how faut C depreciater

ofis
5= 3 =

whatif I appreciates ?a
i

cost on

correct.

You'd

R
|-e

This is treating bldg. oux like an atted additiontax

capt., but not on land.

Then -da/de

- da/di

only
a .

-im

citt

see # 38

6. §

itt( ²+² =CitedanC i |-e

}}

But Iitt
(-)

have to work out 2 details:

Effect of depreen. paths

d

leu
ula

-(iter),

notted addition to interent

29. Again if 28 is ok, add new wrinkly.
de
di

That is close to being

be reduced by earlypayout, (a fact decayputh)

a

on precision of CIFE

di

Then facter Decay is a way

not reduced by farter decay pack.

l-e- lindun

27

not oft
to avoid impact ofsi, but not



V₂ =

V₁ = y

Here,
on

(1+i)((tt)

Vo

V₂

1

y is

-Lite)m

= Z

ift
OL

declines. Reprem rices each

16 income decays,

Vo = =[( 'tillite)(1 + *)

t
Ulrijkina"

level instalment. It coven[int

lut. I Fax components decline each year, as base

y₁.

(1 -d)

(1+i)(1+x)

1 - e-literd)m

iterd

Here, I is thefirst term of

patter.

T

}

7

But PV is merely V₁,n C₁.De M

The nit. I rux burden should be less,

series that declines in a

rrux t-depreen]

29

Z₁ = Z₂ ( 1 -d)" doesn't rise asmuch

It too covers int., taxes, & deprem. Deprems.detonseach year,and may decline.
same PV, and

to get the level equivalent having

deduct theet from gross
levelled news, to get levelled rent.

Yet if Co deprees. faster,

as to int. bunden, facter recovery of Co shows up in earlier Ru

known



?

as to Fux

Assume it does, in general.
bunden, earlier R₂ only reduce it if and valuefalls.

Then earlier Rn gain youRu

The fermala

Ri
l-ea =

or erstater Fax

.im

bunden

Co

if

clepreig at sf. rate,
raiser R.

how R -crf

i % a

can

your

itt
l- e - littlu

int. bunden, bes, here it is based

decline of int. bunden.

re st.
1..., instead of

benefit of early R to compensate.

to this approach is hazcudoas.

It even maker one wonder about c+f. as statement of recoveryI

uncleprend base,

But answer is that facter deprem .

C clepress. fast, without overstating

but not litt) %

and this in teum explains mystery of

It is a surogute forincrease w.

an

drop in C- crf,

i.

But this can lead to

when R is recovered very faut.

30

you get ce rise in R.crf.



3(31

.

Effectof ai is you

tales about dequen, of blag, value.

32.

Ifavecanter level

To 48, p . 53

by how fast

Effect of t T wil on whene rev's comme,

Annual cost of servicing Co is unaffected ( the

hence higher PVR.

because they

is to

R₂ path)

feut Co depreciates. The benefit shows up in continue Ru,

You discount the Rn at i, not (ite),
the tax face

to make

are not

Taxes must be related to

Ways of doing:

a.

want revs, early, but not take

-C + E Ra

( luerings = -co == -C₁ + 2(P₁-a₂) --

b. Discount (P₂ - a) at its.

e

a reparate entry, based on deprem scheed (keged

this gets into a simul, equ. I possibly a

MeZ
-Liten

are > Fwe base.
C, and clepicen. allowed,

they

Z JJJHit 5Ľ
*}

-litt)m

+ *

feja -al-e

:: in my equl

itt

a neat solution.

-in

ta

Since ao 7 (A,C)=

31

e-im

1}}



0 =

a =
itt

1-e

5 = 2

any

·litt)m♥

terne

Let ; =t

33. Now, compere

-liteln

ErneRu

sasS

l

-Lite)"

5²= -Co + ER₂e-Litija

liejina

Very neat, all right.

Now I have site value after blog. taxes, with blog depress.
Ru.

perfectly heyed to putle of Ra

In time I will modifyit for growcle ofa

a

-C

skirj)
S.

itt

he always

1 - e

32 with a' rent following si aj=j

~(its)m

ite

itt

s' But how can everything
S chop aut ?

→ We know that s'es when c/=0, and 5 '→> 5 when C = R₁ 10 C/R should appear.
Their ratis changes when i changer? teeun cubeticury, bes. Eu si caube

small unit .
But their in concer

!

} a '= (i+j) _{ Rae-(iritu (
| -e- (itj) m

ini

to

a²= a

.

32

Impossible !



befine §, original value

St after tax, I
S; = S after si =t

se > Si

S₁
St itt

unless S = 0

becomes

This seems to say

But I am sure?

so there is something

then both are

But 5 peg.
same

the effects of aid & become thesource.

that

while so stell positive? No,

negative anyway,

PVR→ C

only urgul effects.
5; & So will reate new iogether,

fint. -seep.4.
Checkit

But those are

Si reaches zero

here.
wrong

33

as

I



(Thispoten out) (on 1.38)
lower rate than At ?

Can si wipe out 5 at

as PVR → c, ngul. effects of si and st become the senne, (except for

denom . ( ( -e-im)

35.

(1-cin)s = {(R₂² -in) - c.

But we're acting about :

a big increment.a. a 50.04 compared to si=-o

6. comparison of effects too small to wipe out 5.

OL

Still, it's not true that effects the same when C = R₁

Because si lowers R below C, so then further effects ofsi me

less than effects of st.

st also reduver R ,

Rac and remains so
More generally when

and reduces difference of further si.
clover,

= ElQue

are

only by
spell that out.
Under st

Ryor PVR = {²(R₂ - an)e-circle

citada)
{(R. "Cindy) - affeIt

M

so much .

tɛ ane

-e-titia

si brings A close tocR

st also brings them

-in

34-35

| -e-im

-(itt)m -im

-{[Re:birds)-off-intinde-/- (ivo) rica]caftrié
irela

i(IFE)



PURE= {(Rae-lineda)

Undu si =j =t

PVR=

t a e-lite/m

itt

= Ela e-cirilma < PURE if u so

at
i(int)

a e -im

36



-45

effect

ula
(2

on in come,

C /R never reaches 1. Assume given So, and an away of 4%

I
vy
thatyould it. (Whydo I show curver meeting ? -AS; > -ASe always?)(No

equater.)
not when si become negative. Since si Lat are laye, they make 5 crow the

S. -AS = 0, si has no

I show effect ofsi on incoras.we
When

c
crs

rises: and

never

c
C +K

45
si >

If C = 0,

Because base falls, & S =

↑
-As due to Ai ,

a

AS

C/R-

at

a -As
a i

-As due to t

because R > c

So

if S & K = So, then R rises an

si will never make S=0, no matter how lage thedi

-45
AE

the

31

aa

i
This may be heart of difference of theai

If C >0, ai & & both lower a si lower

be zo, so larger discrete jumps in ikind of capre. effect,

have progressively less increased effect on 5, while beue ofat remains C.

4/R

capre. Affect.
more ? PVR can



say there is one
& S = = -C(L+T) = = -((₁+ $)cycle, I

= = (1 - Ct) - C

Reut = |- Ct - (i = 1- c(t + i)

This han edi reduce reut by same ant in same way,

38

I
i

1

1



36.
The question is, with si and tE

differently?

The contradiction is, si and I lower land reut the

but they lower land value differently.

( hence simply higher C)
at given So, bork lower rent more

But si also lowers landvalue by

cap. rate (or discount of future rents).
if C = R₁ C(1 + T) = R₁
remains, si lower its P.V.

However, it lowers it by aa

at a

cr

I see no

shift the rank ofbidders

out of this.
way

(36) is ok. Not much ehre in here.

C = R (( - E).

for higher C/R = C/C+3(1-2":"4")

same;

a

constant proportion

an addedfacter, due to

This added facter is mil

But if rent

(39

rent is capd. into the highest bid.
Thus the value of theparking lot declines. But if it's rent is

higher than another use, it is still higher. The other next is also capd.

highen rate.

due to higher

the highest

I



as C/R movesfrom 1 to 0, the si necessary to reduce s
from t to o

by
as much as a

a new

1

#t

given t

eq;
so ..

Before all have sume So

after, all the lower C/R look better,

But that cuit mean

for low . I was in saturated. I for hi - C user

R

e
--R(1-5)

+7)ellt

mover

R

1(1-1)
c

C/R Warning - watch thewhit

o
C =0 raken over everysite. Demand

fructiated.

cllet)
C

L40

-C/R



c =If it's CLI+T), the C = 0 wen needn't yield anymore new.
to maint ein same S. Other must.

If it i R (I-I), all uses must gield more w
RE(Ri, cliti)

Ro

La

forma

45

STR
R.(1-I)
C

Fe

True, but I don't see this beau on difference ofailbt.
Lot wisê
Uses of

of them.

41

ocI have les demand per mit bes. there are more



31.

Ha

1.

the newOn above the

elacuit appear

2.

on

new cap.

S = R - C

S = 0

thisgraple)

you

It migher matter.

rate

Agenda

1. Maybe the zewo-point is different for si and t.

5, new nextat old

when R (1-5) = C

or R = cli +z)

Loose end

cap.

Rent after si

To find rent, doyou first find 5, thene mult. by i ?

yely, cap. corthfrom cash flow ?Oh do deduct

Loose end

rute

5, now next at new cap,nute

Reut, an R(1-I) -C

fails to Mange ordering. (Butc

If I= T, the 0-point come at a lower value ofsi than oft
bun. R>C.

42



ta
38.

CTLRE, but etRI

CLIFT)

P((-5)

IR

R

c

N

CIR and → I an

e/R

tk
RI-R/T} (I=T)CT

-e

143

4/R → 1 . (R - L =K)



-45
1 t

39.

= CT

Let C/R =

C = Ro

-45/4+

S

-AS

CT = RIO

and

= 0 =

- 15

-A5/BE

-AS/Ai

OK, but repetitive and inconclusive

C/R

Ai

CT RIO
45 = 25* , 0(-26/01)

S S S

=
RE

CT = -d5
dt

RI = -ds
di

144



40.
18ave16

chances and

of PV= 1

41. If

Then a = PV

8

M =

c.rf. is

orf.

S =

1

a
Iti

Tat

2 R - CLI +i)

so wheel S =

-lirt)m

|

ei
2(1 +i)"

payment yielding recov., int. I propty. Faces.

ite

ail

1-0

a ? Allti)" - c

Makes quitequite a difference, which end of theyearyou
Moore !

But only if sto?" if s is laye, R >> C, stillmatter.

so, what is a?

t

-(itt)m

-(ife)m so Iguen that is

F 11
THE

1

Just before payment due, s = ÷ + ai

it.

(1 +i)a
(1+i)"

is rent received at end of time one your.

1

145

i
a



(16Valued at

und ofyear?

--/-¹4
a =

aThen 5 = ²

Valuedat

fint_of_) Then

year.

R- Cliti)

_a = RLIF]" _-C

Then s =
BLI+Sing

a

or s = a(² +1) = a (1+²)===+= (1+) = R(IN)=== (1 +i)

c(lti)R

R- CLIti)

ta

first ofup.

||

so there are comitent

But on
Assume

(+ R (l+it -c

in love we ofrentwit

neut received at cut of you; Co suckon

Ai lowers value of a at

146_

more than tfint ofyou by
does. But tenant can pay more if he pays at end ofyour).year)

Suppon cap. turns gotoy daily but stays at one
level. Then nuut is Rev. les c (itt).

1

Discounting thenewt from und ofyou depends on its being_

defenced to end of you But if it comer_steadily, no difference ofilt....



42.
seep. 53 for neat solution

16

5 =

16

as

m =

si lowen & ber. denom, is sensitive to si.

hendly affects S, event

R -C
1-e

t

m = 00

S = R - C

si lower s. benul un

effect

R- C

1

Thus t is more

S

to effect of t is always law, but increases relative to ai

in is lager,

the extreme of

R

but not as much ben, besed

though R &C maybe highe.

biased against long

gaa. Effect

m = 00

Longer in

clan. But unlike high C/R, they

m

c

is,
ore next maybe the same)

makes offects of i`ft more alitre, just as higher 4/2

become identical , even innever

141

than si is, con far



43.-ds
di

ds
dt

a. A > <

b . R comes

M = 00

for 2 reason.

When m =() ( 4) is oblituated bus, rax base is constantity

renewed.
when

Then

from further in future than tux bene,

use ofof 5₁ even

In

to R decliver mere from

C douni't cleprec., and (b) is observed.

m = 35 a so10, as

from a si than c( +1) riser

cap, depress, current cap/ levelratio fulls,

riser fram a

if they areequal,

w. slow recovery of site.

148

you can escape from & by faut recovery of capt. coupled

But can't escape si so well that
you

way, w.r.t. effect 5 .

But this adds little to what we already know about excaping

by lowering cla



44. g.
1.

2 uses .

5, =

2.5= 1

=-=-3

5, > S₂ when

1

lilg Jili
1.19

14

llg >.

-g

is li
61
i

as i rises,

to here isis a

Not :

lolg

S₂ vitefalla flowerthan 5, and raken over.JME

that t
care where si Manger bids in ce

But this is premiseddassnit. But this

flexibility of land allown.

very

way

on anurual rent, :. annual

149

relevant ? Yes, if modified,



1

It's relevant to... with timber, but then I have not_when
A_is deferred,but

a landowner if the
really treated the seat as

what youI define rent as
fime paid tim emmually

There is no defesiectrent.
Rent is a flow, and not deferable by nature,

It is the annual value of hewing the laund_ame_clesporal..
deferable.Waper and rent are not

defenablerealizu are...

45. works on a

affecting # S = R -C.
a

But

si

depend

6. 26

w.r.t. Capital intensity...

deferred.
wd. pay

(But same base _C₁

M

wet affecting rent_)
When _R (XX=I) = C₁ further si have some base in t.__5)

to the pount, si has greater effect.un s.

matzes no

If there is a

Capt is stored luber &rent__

t does not,

Consumption, liquidation,

higher have than t, when it comes to

(so

1, it is same almost on if C = 0 ;

the hauchess of C.

be cemay

This wd. be obscured for surull_si, where it
diffo = Using calculen a trup.

For lage sibt si erodes its base and
(But this wan't change thei

different effect of sil_5, it may



46.

effects

if w

a =

ma neut)CM

und

16

m =

PUR

a

R.i

than orf,cef

R =

a = b - clita)

m = m

i
1.0.

und

PUR =

a =

= b

1

thi

and

6

(lift)

Now si redus

l

-

so.

itd

c

I'm

31

-ti+d! ..

itt
i-e

b imut,

But if 6 decays, then Rs les sensitive to
b si

and 185 tunn become un Ag__7_(i)

and ist have surve

yo

(i+t)me

-Imm

X

.im

itt-C-++(cakam1- e

by less than at.st

tirdm

15-1

T

1

1

1

The trouble with



this is that the Idl tenu is premised.

depress patter of e

41. But why
to int. &
depend on actual depress ?

erf is

you apply erf regardless of actual cleprem·but taxer

difference ?

level
peryment covering mnt.4 newow of

Co... If Co is actually recovered faster that shows_up un
higher R...se side.side as

1

yearI
so 1

is a

a slow rinking fund patterns.

think it is correct.

Is

on a

say
their

152

different

But re taxes, if I is very high. I most commes back in
then the bunden is small while crf staps same.

question mixing milt like that.

I don't quite understand why not, but I don't?

* You must take PU of taxes, then level them w.crf.,
guess



[53

after taxon capt.

$(1²0 )=- + 2/(1-2) -(² /+ ²[2e^7] (1)-e-im)$ ( 1 - e - im) t-Co anje

sell -e-in)

48. Codify # 32

a is level to last teun is

cancelling and leaving:

C =

a =
itt
{(le cirda) a le-tindal- e -lite/m

itt

a

-(item =(Rue-(i+ 1)̂)

until sine its right.)

-č (3)

apprent)(p. 100)

i
See1.94,296. This expression keys bldg. depreen, to path of R₂ 18 treeappren

mustwoma'sabout .Itys.
level, but save that$ Faire,Pareto

apping ess?-put storesinapply+ :reen?
(It would need to be modified if

That is base rent is:

l- e imm

a not

replacing i by lift), same an

( You wd. sub, all +g)" a aeng for a

Now note that ( 3) is the same reut as if

you

crf[PVR - C.] , and ( 3) is just that,a =

would replace

I were si.

( 2)

it by (itai).



Another derivation of ( 3).

a bldg tax is levied

C.
¾/[(@₁_2₁)__circin]a- an)e²

(4) simply says.

Co.

a will be taxid
b.

that the excess

must cover Co. after taxes.

There is no give in anything but a
solv

ol

a

M

= =Σ (R₂c-ccreta)

us of Revs over rents

itt
i -e²litt!

T

t
-way wring si for

they stail the same.

-(itt)m

-= = -C5(R₂ ₂²(₁+z)^)
-Lita m -C.

inte

work out

1534

suve

(4)

same (3)
N.B. To figure effect of si on neut, one would proceedjust the

so they work the because

(5)

( 6)



to they lower rent the same.
Now si lowers S

lu S = ln a - lui
d lu S

di

d lus =

same effect

a

da ( da co)

If at and I lower next the same, they will havesi
The one

shifting to a new high
bidder.

3

on

lots is o fer

{

di

more,

yielding highest rent,

It doesn't matter that the 7. crop of 5 trives for packing

It won't change the

ranking.. Theuse of lower C becomes a higher bidder, right down the
{C₁ = R =0

because S

for & and material for si.

at

line. Only thegradient of difference is greater when tothem whene si. (.This may makedBat 5; 4Si 4 Se both become O when rent becomes 0.o ( a difference )

so they must reach o

oli

54

c

semne c. (Test, this on S = R -C, it maybe.
west point)

a

S₁ = R -C

St



ļ

T

* Now compare 5_and_si_

Se = ai

y

Let_Ai = = =_itzi

Si
S.

ai
i fai–

assume

t

more

at = a

When a =0, they
When _a_< 0 ,

negative.

#
can be the same

and_si_-4 5 are both <0 ;

}

St is

The fact that C/R don't appear in the ratio
its effect are used up in determining

means

155



- Test (3) by letting R. be level

Theme:

(:- e -cirimi

a

R₂

Test by

(

1

m = 1.
R₂

l₂

basis, in kuping_w .cumption of level_R .

Test by

|

|

Lowkes ok. C here is heated as though it were depreis on s.f.

- clife)

-Littim

i te

-Li + tim

c]

o

5-6

(7)

1



1

50.

p. 59, Summary of brakes, where I is wore than i
60-64, pretty

sterile.M.

with ts of pkg.lor, C = 0₁__drops by 090.

previously higher.
si qoWick ai, sof parking lot drops by 190, say

So it

10 %

power

can now outbid

-10 % too.

It might

But the higher

some uses

might seemseem that this would lower its relative

higher

off the original base.

151 158

Take one that cropped just below the parking lot by

20 % from Now it draps 20 % -10 %01 a t.

is now drop by that extra

dropping

or_30 % and pkg_lat_dogs 10 % instead of 0%

The plg. lot will still be on top..

This is allowing that the last 10 % drop for the

use is from the lower base, so it is less than 30 %



For

I now

doubt
This.

(59

51. Higher i cuts down all mes whore aim is to establish

does not. There is a
rents in the future. Highen

difference.

Thus,

Si=

S =

son 5= ==gng

sgat Sg

a +Sqt
i

Higher i swamps

arbe Here, highen I means lower

Thas higher i reduces value of

5. to means lower 5g eft, to a
but the reverse.

bocolding land for future
and t does not,

This applies to ripening; and preemption; I leverage over p.w.

Then I wd, not penalize:

|| the

si & works againe programs that leave land w/o capt.

But It does not,
ans. miss that too.

hard on

-unless they
for a while to get defenced yields.
are corporeal, like trunker, and inpractices assrs.

equally
high Co of slow payout.it and si are

But at dawn't make the land itself pay fucter, while si does.

g.

vinnow.nominal improvement to capture later rents

ripining minerals; or withhostingw

interium shoddy uses,while waiting for higher
testmarket!

preemptive by

wim time toget volunteur referectcation, subbing landfor cupl.
low oe
letting time pass"far to avoid cap.guin max.zam
holding land waitingfor p.w.

polding lang to catch spillover from

Also, I fewors effdeferred appleur. of capt.? Forents asus.
one's other kund

bldg. Tax base is

bian?- land the
less than PV of tree, all along. Now there is a
revere of what frenten complain) This seep.94



52
When C/R >

because they lower 5 almoet the same,
skut = s.i.

HUS, since yout =

53.

S

54 .

0

can refute

So?

↓

I shud, lower rent by

this ?

CAR, Sc

CAR, SR₁

than ai ,

but si compemater for lowering

C = 0, Se

C = 0, s.

ta si

more

S

c

↑

160

Se



55.

uses

55 a.

556.

if i goes up,

of facter payout earlier news.
Yet from later

generations, and their rent is dire , mething I again semiters to3

5= 3/² again.

if

ai. Ifif

16

when

new. concer

And

pup, so up

and get same -AS

Wy

that lowen & (andisong)

m² ,
matter which www.

1 und

S =

16 R = 6

s
very early, most I comer

in is starter, the to

to (l - e - im) in denom. is

mal denom . I i.

e- im

as w.

land
corner,A gaver

w. a value for a then divide by in

parking lot, top of the -su.
PVR gan down less why then

is more sensitive to si, and
)
-²-1

more

( d=0)

and 5 is sem, to bi which lower bli (but also lower to termi)

16 R = 4 ! -e
-Litulu

i td

5 = 1/2 - C/(1-0-1 ) , (ands is Ag fre.ofm )
S

-(i +d)m

than

i'm

in

= bbl - e
itd 1- e Hauk F-e-im

As d → 1, and m1, fint term → b/i , agum .

161
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56. Approach : cale.

Butonlydo if necy.
Sex 5= {(@e-in) .S

1-0 -im

el s
di

lus = lu N - lu D

*(1d

affu

di

di

e

d lu 1.

ouch!

=& lus)
di

to above later if needed,on to check (at_wd. require

is

Finish

ds/di

ds/de

m

c

i'm
2 ļ

di
(

show on

i(--me- im) - (/ ...:) __i

only if necy.

b_l=e ^(^̀ +d)m

ird
I- e -im

1(1).

-1.

di mi

eim -(

c.

wim
me

(See # 9, p . 5._ for crude approach)

new

1

egn.)

|

|

62

-I'm



r

51.

4(5₁)

Hypportheris

AS

~to theyprobably affect it the

This
pretty

CIR

(45 +H(²)

When bock it and si reduce 5 to 0, they reduce rent to 0.
When ( = o, neither I nor si reduce rent at all,

well bills p.4ľ

c

-+(- 5.2)
Als-i)

#i

in

e

5

AS = 7(R)
ai

between too.

163



À
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61. Summarize & Codify

Can da

a

da
di

lua =

d (lua)
di

I Clua

di

-dR

A.C. crf

d

dR/di

R-C

di
a

LR.C + lui

to

premises.

§.

-1

m

eIm

l- e-im

-1

4 .

164 165

! un

te -1

( 2 )

(4

L



F

da
di so if

-dk/di

R- C
tu

J

e

m

a(= = 5 m is basic

m
i'm

If C = 0, probably d= 0 tos.c =o,
16 c > o, I can

than c ( this wd, be exploitive

I unall & I laye,

( 4) is most likely if:

a):) C = 0, because C makes left side lager.
1 0.1

db) I is laye, i... depreen, is fart, bes. fast deprem. water

left side smaller ( less rencitive to si)

·l

c) mun is lange ben, xt. side increases with u .(even though

left side dans too; leftside increases less with me when I is laye)

a)(b), &(c) are an unlikely combo.

or

( 4)

166

onlyget so lage without depreing

extractive capital) to if

must be small.

more

are
Then it's pretty well boxed in, when theseprameter

teed together and probably contain be day could notbe >0.di

the constraint)



Ther, if R = b

That mean

R = 6

_

bje-l
|

(itd)

The most

c is low

I is highe

on is as

-(i +d)m

e
itd

+

likely

tiend

when he is down to ( R-c) i, mn has arrived.
nde

case

long asyou

for de sodu
di

to.]},

litze

ete. a

is ce mine.

re

167

decaying stream.

Thus, if mining and sustained we are rivals, highen i favors

may if ( is low.
the wine, whore emunal value actually rises,

This is a variant of the principle ripening that higher i
favors patterns yielding earlier land income, (where land income

is temporally interdependent,) while higher I have no sucs effect.



YfdibL-c
R=

d luk
di

da
dí

erf.
eu R = lub + eu [( -e -line)me]) - lu(ind)lu

a m

I luk

di

-(ied)un

itd

so if

lirdim l ird

M

elitalo

may compare it with

The < (1)itd -1

d = 0 is almost certain.

I This canbe shown by showing &[+
d
di

(6) is true if d>0.²

if C =0,

If land rent is rising, d<o, stoof and even (=0

du yo .won't Ammon make
dí

m

But it rests on assuming C = 0, and

i'm

e

e

i'm

(

168

( 5)

Lo



2

Thus

rubrig land,

But si leaves

meeting capt, dearer relative to land. But taxes do the same.

63.

-AS

Tues

From si

less

1

land, cap.

t

is much more

than the

S.i unchanged . But it raiser C -crf, again

C= 0

50 %

decline

i

hi

W at j
and that is true if At

hi

is

si

c

169#8

C.

C >>d

55 % 6.52± % (5490 ?
5

i much

C is 5 %



::..81.

e
C

1 =[[₁²m + a=-=-=1]c²
1 =[ceim

l- e
R= (1+3)2-8-1a) i

ulaI
Ita

im eta
(milita)

where "/" is

But more realistic is.
alltaPC =

l-e-im

i

190



R = c +

ola

a

It a

In

tat

greater

c

|-e

-(ing)m

i-g

-(ing)m

-g

l - e - lingfo

(-e-(ind)m

In lesser measure, meenn

I is decreasing 7(m).

so long life is likely to mean

measume, meam

(1

~88. Co is not capl. cort.

1-e-(ind)m

itd

ind

ing

low ç

low

FVR ,o

c

mi

low Q = 1 - (1-2)-11---

+ a

R

ta

Co is laber cost.

Co is capl. wotectment , and it is nota cart.

Cupl. cost is Coleim-1) RC -1

laber -intemity.

ma

( -e -lig)m

i-g

191



89. Hi i

and a 3d way:

This
prover

But I've

shown it
elsewhere?

Saime for

ignores land is then ver

90. Hypoth

prover nothing.

This means less laber/land, in 2 ways: less laber, less often.
lessfloor spacefor luber to work on.

blilgston

Then, ist are not
mis leading.

means less Co, longer in

si lower 5 from timber bys

futuru reuts, along

R-C = a

t
si discounts full R, while I only applies to the bane.

True, but we

S = R- C

Effect

a=

I- e-im

im im

R = ²² [ceta ] = cratic1-e -im

Wi

Ri
l-e-im

1- e -im

If a = 0, t &si operate

friends of luber, re land. Thecapl. they, that

(R -C) =__

already know that. It is simply dissounting

other news.

ci
l-e -im

on rent stud. be same?

more

li
1-e

(for depress cupl.)

on same

•ẨM

t a

than I doen, became

1

192

base.

ci
l-e-im

leading to a= uau.



91 Defenred low use is one of high decay and long my.
I and si both encourage that. (But I may encourge it mure, if

capl
#object of early bldg. is to capture higher later rent.)

Deferred realization is theother kind, with land generesting its own

92. fate to 28 statement of howcorrect statement
1, of

with correct

prop, tax affects rents.

el

93. From 48, 1.53

pozy,

to

5₂61-eria) +C = {[R₂e
-(i+ clu

{[( R - u) x ] + {[ay] = {[CR -a] x + ay]

= {[ Rx -x(x -₂)]

{[R₂e -liten
{[due

= {[d₂e -liteta

-litely
ane

# 28 is wwrong.

U FIAIA

inevit]

- :-)]

tane

-anle-circle-me

- ane-in(e-th -1)]
leaders.inAither

= {(Pre-citada) + (ane- in - que-(iteln)

intro aMay give another insight

[93

Fails to key taxbare to deprem



94. I said

But Reets

R = c + s (1 -e -im)

Then I opened self to some

95. There is no

ripeness.
Deferred reation. adds to capt., hence intensity.
si discourages deferalof realizu. to doest

t than by

Hyp. is follie
a

96. Aperitivo From p.59.

This seems

ole

ai .
Ev almate hypothecis:

PVT= {tB₂e

C
cts

haud
way

confusion by oversimplifying.

defenced rent, but there is defined realizu , on

i'm
(g-(ein) ;

hers: The next

in
tax bane is, th =tenFa

orauther
ĆB=

Celiteja

in

Because the applu. of capl. is defined

I HE

little

of a forest is less reduced by

194

ite

for Seb₂e -lites p I think thefermen

to do it. just solve for a, andsee i & t areparallel.



(i + t)n

PUT= +ε[Cell+²)+

(e -c){l)c){}

S = R C
luerin

R- C =

t
=={[cent (C₁.p.108)

Continue? Maybelates. Thealgebru wd. be long, andit should

give me same ansiver I already have, by roundabout routs,
whose main value is con

what I already bero .

+ at e

HE

ac

1
(int) ein

_inin 7

Linda

irt

According to p. 53, itwohit make any diff.

195

Continue

confirmay



si discounts future revs., regardless of how little capl.

covers

up to achieve them. E.g. if ww C low, & a high value

arises late. If a low, & i & t high, even later.)
Then w. trees, si discount full futur value, like

annually on dise value of tree. Beet
propty. Fax is on

value, the growth path. If rent is high, i.c. an

This clown't distinguish trees from houses? Ru from
is for under, dise.P

un a

cap.rewice (yield & depreem.)an an well

Bldgs. I trees are non

Euchait is not stored up.

But I'm not sure it maker

thetrue. But that is

only
Impossible

not

Assume Rn domni rep. reation of any accrued rents, butRu

accum, interent from its share of Co.Itwilly vor paralled treatment

of Cols ?) Then it's die all have been value wd. have been

fully in tax bare all along: and I wd. hit it same as si

my formulaThis is what does assume so dass it

apply to trees ? No.

does not show

In either case,

up

capl. was stored

parallel Bldgs.pay
R₂ cover rent

yearly,
yos plus cap. recovery(Chehauch

w. internal. Rent not stored up or plowed beautz, guity. LArchaudh

are an intermediate case.)

way rent shows

196

a taxtax bened

excent

lower

good lund, growcleputh

house

land rent

diff. here. Tax bass, B < Ta,
re trees and it

in ysly. of

i discounts the rent which I missen.which

up

devs. over cap. recovery.



:

98.

But of. 12 mes

Program
2

using

R = Co + a

Both tdi fower a.
more

m .
has higher C. & shorter in.

R- Cs = .im
me

uring diff. ornits of Mund time.

2 end

im

99 Agenda

land-time wd. fall

notup not

biased vs.it's not

below dise value of tree.
so there is that bien.

But i also discounts it. The rival

more than the other from si

and it all cancer out.

showing I biased for feresting. But I slow

ferectly, as loy claimed. Bes. Tax face is

In practice, immative trees underand,

Q2 = 1-(1- 2)me

everything

depreif capt. e.g

See if it is harder on high Q2 than si is.

Modify Q somehow to remove any fictian involved in

to PV. We need tax base on it is, to of uppreiz

|91

diedieje



100.

at=

at

irt
1- e

Re timber, that becomes

e

itt
1

lite)g
Littlun

-Titelm){ [R₂(Rue

·littim

[2² (Anc-(ittin) -c]

-1

--LittmJe

not.

CIFEe-/vee.

ift
/-e -lirdim(

-(ite)m

In (3), it's leaver what's happening.. We seem to apply t to too.
largea base, Rm, thus descounting as though "neut were purt of
But then we annualize with a crf based on ite, compensating...

part of tax base.

as

I wish I saw intuitive meaning of (3) 6 (4) better .See1.100

(1), p. 53, treats Ru (above an)Rn

yearly?!?..
not stored

though it were all taked

But than it applies only where rent is realized yurly&
Can't apply to trees? Yes, it can.in capl..up1. Fallatt

Maybe as on p
(2)

Elaue

Can rewrite

(1)

5.(| -e - im) + C = Ella e-coradu

ci) is too low, so add PV rents ( 2) less PVofrents on tuked(3)

93,93 , so:

-in

198

a

(3)p.53

( 3)

(-(inde)

(4)

e



(i) deducts too much rac

-[ite)(man)
B₁ = RmeBu

so

Then in yer 0....

longas a >0]

which is

Or, regroup again :

but only
the

i taxes the base there isthe base there is always

correct

base should be C, but (1) = Rme .

= 4xe-Citdon[Rm

Thus, that which we are

_cirdim[km.-aface

excess of

plus { ["(ind(man)
Eame

M-A

that Ru

(irdm

ite ]] .

which we an dissounting at Lite) is not the full_ Rm,

-(itelm

{aclind

199



To find at.
mustsatisfy:

(litt)m
ce

at is the residual value that linkes C, and Rm and

litt) me

solvefor.a

a =

ta ift

[Im - celinom]

-1
Rm

itt
direim -|

(10) can thusbe derived directly intuitively

restates ( 3), etc. to all is comictent.

1100

and ( 11)

( 11)

(11) says that tax is levied on growth pach beginning from Co

each

and rising along growthe path where i & t are added to value eccle

year along with an embodied in the.

(12)

I



101.
mi

Q - 1- (1-1)= 1mie

Qis au increasing of(i)

If Q = =R and si lowered R, Q wd. rise with si

In addition,si maken get smelly raining Q..e

treer so.

mi
19:"

This is to be expected. It operater 2.ways :

capl. input.
The lower toute ora

This only applies to trees. It means :

higher i makes bldgs.

-1

Saist have summe

lowen

higher i defers cap. buildup until laten

Ea. C.& not changing PV of (o )

more cap -intensive, more

operates to reduce capl...input, compensating.

a

than it makes

101

and raises

reduring PVof

Well, in a wway,

1 1

an.I.? Well, in but

note that ţ effect

increases 2 in effect by having I By treated an an

It doesn't exactly create false capl., bes. it lowers

a, too, then lowering statement of that input.
input.

of

In effect, it results in overtating social cost of capl;
understating east of land,



102. higher 4/5Among trees, means shortes cycles.
Thus the kind of capt. - intensity resulting from wing more

labor chustem cycles.
The hind assor.

103.

I muy = /d
di

lu = = _lul - luiţ

in

de lu
di

e ...

in e

-im

-im

= 6₁₁ -im

Grin!

S = Ge

104. If future cycles gield higher return than G,₁, then

5 = G₁₁- imG,e

w .

.im

-im

-m

+ G₂e

+

1-115 * ==

wring more land lengthun cycles,

= G,Litale

i'm

-Lim

s (1+x) e-im

t
i'm

/102

- (1 ++)



Will this change finding that. E.& si heve

whe? Probably so, since it involver ripening..

It cutainly Munger basic eque.

s ( iverio). +( = (( - ande-circja)
Surin

n

some

ta

Might develop this. But it seems just~ fermalize kuomm puinciple.

effect on land

––

Now the 1st & lust teunc don't cancel

W

-5 (1- Lira)e^^ )̂_Mc= {[CR₂-an) e-circ ] + alt i

-im

ima

103

confirm



106.

105.

101.

cf. bldg.I tree, of hi

The blity has much higher.Y
Indicating higher laber/land rustio.

low R, not

from gm.
high C.

( & rent)
Discounting isCompounding is adding int.

int , even the the math operation is to divide.
discount by tux rate.same when you

(i+i)n
CeLet V₁ = C₂²

solve force.
If land twx = t...
on capt., but befere

a

(13)

This just says growth puth is along the taxed path.
at end(1+ starts slower and riser facter

place, except for
codes some of its

butgets to same

some shortening of life. Note how it
own base, by this lowering thegrowthpath:)its own

=

(16

Tree gets hi C/R from
R is low bes. so much int is deducted

e

a

S =

assume no
aitt

(i+E) VM₁ - CeVmVm

eliteln_1
(ipe).

taxes on

lirdu

104

circum-(

:: subtracting.

land)

5 = "/i.Mund tax,
where a is rent after taxes

(14)



Now, effect ofI one a

lling approccde of TTTI, 1.26

5-0
3

@ = S ==

once, p. 95. And seep.

Instead, figure

oliv

= 1.

1. p.r. is an

ng Tu

dl
n

h²/a.

por

=/

is same as si.

108.

x is an

o by

e
itt Vmitt V₂ -Ctione
i (irc)m

Ag fu. of C.

a
tough approud. Already abandoned

methodnew

Vm- ceme

e":-1

(

put
(ite)m

= / i+t

2. O is a decis. fr.of C, but it's not on

into TTTL.

Vm - ce
Vm - Ce"

litelm

im

Ag flm). My TTTL, p. 2²,

16
leviedon

w/o
C alove. The tax also raises denom , adding to its effect, that reducing

the outstanding effect of C.

3.
is

the the rux wan

e

1105

here.wrong

that the anti- laber bias is not stronger
Except it is still true

note the leverage against C, lacking in the ratio on theright.
But there is also leverage in form , since -C is compounded.

4. By making C small, to avoid rux, one also reduces leverage of w

(15)

circ)un-1



108.
since tumber value includes stored-up rent,

thelowus rent

lower values of immature tumber.

tax yield,yield, I exply, its P.V.

elepreiz.

any

It's also

wi.

Base is not

seem.

tux.on

a.
b..

a big diff. of prop, sex on

and

appreis cap._is partly capd into

propty. Fux encourager

capl.
level w/o eliminating value, juut libee land rux.

Yo (for finncle u .))
1

fixed. [ 1a (16), enlite)

When we consider the posibility of lowering C, it

that

Growing trees w

cue

1106

This greatly reduces

if C = O, t on the can rise tot.

Range cattle

the value in langelylagely stored

tax

lower C, longer m

instead of bldg. blogs.etc.

apprecij I

the other big landween when
-up

1

lund w/o much leeber.



++3.
In (16). I skirted qu.of how treat intermed, news.

byjust having Vm

But if R₂ is carried ferward

itt, bian.
may

7 rom ( 13),

the master

V/₁₂ =
Celindu

Sx ( l -e -in)

Or

to it thereif

cause

C =

C =

jest

Rue

Rm =
cekirem

are many

+ a itt
eque.for how it hundles Ru.

-Littlu
c + eCre

ward to m

elinda

a.

Ru , Sa must get

acicirala)-ElReeliten

Here, & is dise. at i`ft bes, until received it is part ofcupl.

value, & is taxed. That makes it like tree. But it is

un like tree bes, its growth path is simple coumpound interest.

Yet what happens to (4) if there is just

·lirdm cirdm
1-e

-ave

irt
Facirtm_las

at i, rather than

H

-lite/u

( 13)

t ame

(4) .

101

53A

7
one Run ?

Thegrowth pathputsEa into Qm.itt
into ERu Land thereis no diff.of Odys.Itrees



! 109.A.

Re TTTI, p.26

W

109 B

2 -m W~(P + W)e
einE nil

++ m(P +W).
1-e -im

W- E_

2

1

inEΣ [(P +W) - Weria] = m(P+ W ) - W -- - *

1-e-in...

h = /

Showing 2.

0 =_5 -t{₁-{/1² +

in

<Backstreet this out further.

tale

-

citita

assuming tux bese_was_

I think I wned should be. (P+ G)e(i+ c)u_ o

= 5-8$((U +0) Ê ²-1 -E.

W

for from ( 23) to (24) by

(P +W)ein -W

= 5 - (cro)(em²-1)-
-im1-e

t'-'erimi

fin (af )

o

o

to
i

1

/-e -im

(10 )

I 1

|-e

thismust belift) testo

jeforumAarne

Lizda

-I'm

14/108

where o

(9.1



tot.

2013/12 + 170

M.E-1

1 - e -im
+ 5 = FERM²

1-2

e

o

No simple way

Continue if find tums or me
im

l-e -im

5

ME

-im

.im
@[ - e²̂ "(1 + ³)

)-

-4

=

out ? Maybe

s

[---²---²+ ( ² -1);]0

meway.
Ce

1 -c -im

Now and N (5-6) can

budly

mt

C

2
am

1 set

P-)

1-e

#-im

-im mt.im•7- ² +²-H₁² + x ²̂ = 6 .imte e

-1

-im

this up wiary.

am²? -m... my

ie

be figured, and might

1-0

mit

108

-im

come out not too



#
110. A

Stumpage value, T., shd. generally be clerived by looking

forward, dhimounting hawest value wither than "compounding

history.
T₂ = C = ge

Ta = {me-i(man)

or

-im

When n = m-1

Mm- n =....

Tu + 5 = (gm +5) e -i (man)

-5(1-6 )e

-s(ter(a ))=(gers) ( )-se -S
-i(man)

m - mrl = 1

Im " (1+i)+ a

q
Ta...Jm fi- = a1 -2 -=iti i I ti

gm

u-u)

= que

[110

al-e| -e -i(a-u)

1.e.. Tuz gm.disc. les PVof
all the rento

T.e. Tu = PVg= PV₂≤a



I }

110B

or

to witha bldg.,

where

B₁ = PU²x₁ - PUZanA

l

since

ră cauleflow

an = rent of laind

This is equally

Bu = PK ≤ (x₂- an)

the firegime

whatever.

ir net rev.

subtract...an each

revenues

!

you

builday of values in the bldg wishem
Indeed, whenever to < anti Bu

But whenever

F

year from revs.,

you sacrifice early revenues

add to value of blog

They slid not

there is

whenever αn, an with a the.
the most.

be

Lice

revenues for later

a

erchand,

specified as ferezove

firegone which might be interest too..

ouers,

rents because revenue is

Rent and interest are both stered up in capl. --[oror in

A. l.v., if the payoffis in p.w. e.g.
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111.

1

In terms of the original problem

absorb un realized rents like treen

they always do.During construction

>
""not in general ", but sometimes in specific caser

If rent is expected to rise, overbldg. is likely
sealiam early lower rents for a bldg. thoughet. to realize on

112.

1

Cose
cost of longevity.

the

les recognizable
E.g.

1. AC

converus in In fermes

(&
2. Reduced news. in early you,a

be careful
not to

couse nitils.

as blity age,

have hi

ļ

the answ

Cl. Heavy,
6. Thicker walls reduce flour space

Eliminate all features that won't last
But this is like storingup rents in bldg.- I storingup

het my to
culae meal there as the same.fitting that my formula

Hotect some early news were stored in it, carry
AL

PVE . full.
certainly dan afd.
under bldg. maintening Yu,
speeds depreen.

overleute

P.V.E.xa falls,
Does. This slow down depreen

AVEjust looking at

lowers value more.
yielded hight nevs., it wd.

cor of defessed

1..., assuming in
in later yu..

This is land's doing

toward end of
to he

1112

have much life



:

E

}

I

VIDE
B₁ = PV Er -B.

slower than

PV Ea

PVE.....

pusiaan

M

1.

is...shaded area.

PV≤a bes. PV≤a fulls

Toward end of life, exply., The 2 cuwver

To falls off

eue

B113 22

Fod ....

nearly
11 .

to éve of this slowing down of depreen. " deres not mean rent

of land is being stored up in bldg.



113.

partly offret by lower a.
and

->

The tendency of hi i, and t, to Morten life is

This applies to both apprecis expl.

capl, which #defen realizu. of a by sacrificing
any

early for late revs.
Ber. lower a reduces the capt.

(Looking forwards, the lower

a byreduce a

meam a

but that is somethingelse -
It is conceivable that, owing to leverage, I might

thanmore

2 +link.)

tig,

Not likely, w. tree, but maybe
Une FMT.

1114

tux base. I looking backward.)
higher resided bldg value,

then slowing hawest.
w. house ? Work it out.



114. Peradox

Acume C = 0

B₁ =

and

B₂ › o[enlive_i

o0 =

_excited_

itt

at
i

B₁₁= o i

( assuming

With si, 1 wchit un into thisproblem,

which is wrong?

If I assume ( 1) is right, too & (3) is right, then

===[ex (ite) _1] (4)ite

convert it

oi= a

no land twe)

TO

so

a

(1)

(2)

(3)

this may

difference of ift.

lowered by higher eap.nute, so O is higher & is rederved by coeff.
☺

Immplyingite

If si, o is lower. If st

oi
ist

|115

be a
o not

a
THE



114.A.dieo
9of0 Ame - litem

No, not right. But check right formule I be sine it is diseg Om

only at i.

a

11

O =o i

O =

itt
1-e-_-_cite)m

erer ome

-(i + t)m

RueRm

ome - in

itt (Rue-lirdm_c)

1-C

+ Ome
-Lite)m

Offtrand, one is herewrongly dise. by Litt). Yet this
ôm

may

part of compensating for the its in then,

direct understanding.

/116

be

Wish I had more



115.

û

2diffeuse of

imil

V₁ =

mie -1
to gm= a ...
Showth puth ofthree is

a

gm

e

If we know g
that's

enough.
X

YZ.

mi -(m -wi

a

Vu - gui

a

bin

Mi eeni - i

e

ZH

MI

I'm

i.

Jm

-i(m-n).

min

a

mie

die -l

e

e

¡

ui-

a
how find Vu ?

But how about discounting from you ?
you ,

(

1
for better wang"M {a

! 1

M-U

ine
i(u-m)

( C = 0)

(117

(2 ^ ² -1) = S̀ (~²~-1)(eni Sle

11 to

a

Ifwe know a &i,.



gm- tersemi-s

Vu

gm

that the cutsletics

Stills PAT

Vo

3 = V₁ +q
Me

Corsteins
mi(Crs)em -s

e

NA

V. =

=

g
(m-u) i

HAL

g
(m-ali

e

1f.z= Cemi ra
e

mi

i

V.

-1

a

1/18

ul
+

a

1- e

a

-S

1-e

mi

-e-m
i

1-e
i

- ( m -uli

(m -u)i

.im.

then.V₂ = Cena
ni t a

ALL

Ju

-lurali

a e

im

132 13
118

im

-( -u)i-Ite
Check

I



With a Fax,

V/₁ = &
ecm-n)(itz)"

? a. 1

why discount them with tt ?

in 1st term.

e

here than 0.

- (m_n)Lite)

itt

2d term is PVu of future rente, Eu, from

he another problem, it seems

above is same an ( 4),

V₂ = { [(̂ n - an) e - lirt)^]

{(R₂c-cirda)_ [(ane-linda)

Beut

To offect the overstatement of taxes

55A :p.

What is being discounted with It is the excess of

that

n to m .

a is

#
119

more

(4)

news, over rents.

fundamental
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55

ITEM

1 =.07

Accumulated
Investment b/fwd

Plus Current
Year's Expenditure

Less Current
Year's Revenue

Net Annual
Investment

Plus Interest

Accumulated
Investment c/fwd

-5

11000

-4

O
missing?

CASH FLOW ANALYSIS OF THE LAND DEVELOPMENT BY A PUBLIC CORPORATION
OF A THEORETICAL CORRIDOR CITY FOR POPULATION OF 150,000 PEOPLE OVER 20 YEARS

-3 -2
YEAR ($'000)

-1 1 2 3 4 5 6 7 8 9 10 11

TABLE 1

2563 22452 6127 10558 8098 8160 14642 10131

5136 6974

11770 12594 13476 14419 18171 37971 39723 45165 45496 46236 49412 47773 40916 42743 39240 32393 30331 12571

12

Accumulated Profit

NOTES : The table should be read in conjunction with the associated paper .

13 14

11000 11770 12594 13476 16982 35487 37124 42210 42520 43211 46179 44648 38239 39947 36673 30274 28347 11749 211

770 824 882 943 1189 2484 2599 2955 2976 3025 3233 3125 2677 2796 2567 2119 1984 822

11770 12594 13476 14419 18171 37971 39723 45165 45496 46236 49412 47773 40916 42743 39240 32393 30331 12571

Development costs , land revenues and staging of commercial facilities have been calculated using Canberra data as the basic guideline.

All calculations are based on constant prices at current levels.

15

15

226

226

16

13319 19643 14109 18934 24686 22209 23800 9821 7139 4176 4066 1751

17

8071 10743 10445 14699 14895 22853 20612 20179 27900 28732 40791 36160 37690 8957 5199 5199 2222

116.

18 19

27643 29461 30484 31617 32088

[120]



Year

-1
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

THEORETICAL CORRIDOR CITY

POPULATION GROWTH AND RESIDENTIAL BLOCK SERVICING

Population
(at end of year)

800
2,500
5,500
9,000

14,000
20,000
27,000
34,000
42,000
50,000

TABLE 2

60,000
72,000
85,000
98,000

112,000
124,000
134,000
142,000
147,000
150,000

56

Residential Blocks
Annual Block

Starts

800
1,200
1,400
1,600
1,800
2,000
2,200
2,400
2,600
2,800
3,100
3,500
4,000
4,200
4,400

38,000

Annual Block
Sales

800
1,200
1,400
1,600
1,800
2,000
2,200
2,400
2,600
2,800
3,100
3,500
4,000
4,200
4,400

38,000
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This is remarkably accurate.
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The 17th century.
Prect one :

P.S. I found this by calculating
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than the first term not
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But if there is a land rux,

C₁ =

a

=

and

C. + 2(R₂e²(²+))_
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and

of

last tum cancel out.

and in addition, Om is discounted at (i+ t)

Then it is next to last term that crops out, leaving.
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a
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0 = a+5
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Agenda Repeat all taxtax

the Davis modelpaper

Begin w. property
tux.

[123

impact conclusion by normalizing models.
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Que a s plowed into capt. when itis a bldg ?

( tee p- 17)
If not, why doer & rise with me ?

1124



121, it tax on capl., t, is harder on blop. & all capt. than an
Ai, if land appreiz.

Pa

1125

equil

If there is intertemporal dependence of rents, there is capt.
1.e₁, to defer rent is to plow it into capl., e.g. a tree.

4t PU.This is assessul & raxed, so si has same effect as ast on

But if higher future. inc, comer w/o sucrifice, there is no

inter temporal dependence , I no capl. to fux.
PV of future inc., while at does not. so si reducer



{ = 1[2-² + 1- ²+...+e-m]e te

{ = 1[
mi(Crs)e^² - 5 = Rm

C =

Cemi rslemi () = Rm

C = Rm - 5 (e^i-()

Ricardo
R₁
e

P

mi

R₂ ar
e

Li

t ... t

Re -mi - s (l - e - m²) = PUSR -PULL

= OVE (Ru - an)

propty. Fux equ.
lump all ingether.
Cemi : 7Vm²(R₂ - an)

Rm - am
emi

This is how the onian lootes when you

stored-up
land as well as int.

you allow that R₂ reps.

It leads right inte

No allocating among yearsis weeded

my
you



a bldg. that appens.

result of higher local replent. costs has stered up rents like a

tree

or retain value in all age au u

Old- law innementprivilys,e.g.

and higher local bldg. cants due to new colles, union, untils.

mapies, etc.


