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TOD  
Value Creation and Capture



TOD
Understanding market demand



When to Invest?  Key Parameters for Real Estate

Micro-perspective(Local-wide) analysis can capture better opportunities

Transit Oriented Development as Asset Class

Property
• Effective Rent (Office, Retail, Residential)
• Vacancy (Office, Retail, Residential)
• Net Absorption Area (Office, Retail, Residential)
• RevPAR (ADR x Occupancy, Hotel)
• Market Stock (Common)
• Market Pipeline (Planning & Under construction)
• Cap rate, Price per square meter
• Transaction Volume 
• Leasing Activity by Tenant Type

Stats & Indexes
• Local Demographic (Population, Age, Gender)
• Local Employment Growth
• Local Industry Growth
• Household Income Growth
• Loan to Value(LTV), Debt to Income(DTI)
• Local Bank Mortgage Rate
• Number of stations & modes of transport within 800m
• Distance to CBD, University
• Number of passenger or pedestrian (Station, Spot)

List of Parameters Sample Micro Parameter*

*Source: Savills Australia, Briefing Sydney Office, Feb 2018



When to Invest?  Phasing strategy

Based on capital recycle structure, phasing strategy should be aligned with the industrial transition

Transit Oriented Development as Asset Class
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Where to Invest?  TOD Context

Urban structure based on public transport corridors creates various investment opportunities

Transit Oriented Development as Asset Class
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Why Private Investors Invest in TOD?
Transit Oriented Development area offers long term real estate return

Transit Oriented Development as Asset Class

Source: Renne-Greschner TOD Index, www.TODINDEX.com, 2018

New York Chicago Los Angeles

http://www.todindex.com/


What is different about TOD? 

TOD Real Estate investments have a different risk profile

Transit Oriented Development as Asset Class
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Cash flows and impact of government decisions

Mid-size Rail Station Area Development 9
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Impact of cost and time on returns

Net CF Net CF (2 years delay) Net CF (increase in capex by 20%)

� Base case – 9% return
• Cost 100/50% debt@10%
• 8% Net Operating Income
• Resell in year 5 with 10% increase

� Delay by 2 years in CF-3% return

� Increase in upfront cost by 20%-0% 
return



TOD Value Creation
Leveraging Station Area Assets
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THE SPIKY URBAN ECONOMY OF GLOBAL CITIES

Source: LSE/Urban Morphology Institute



DENSITIES ARE UNEVEN, DEVELOPMENT UNEQUALLY DISTRIBUTED

At right: example of high densities along well-
connected Yamanote Line loop in Tokyo 12

• Articulated urban densities are 
shaped by the transport network

• Higher densities are enabled at 
well-connected nodes that are 
most accessible to the region

• These areas have the highest 
demand for space and therefore 
the highest land values



NODE/PLACE/MARKET POTENTIAL VALUES FOR A CORRIDOR?
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Node Value

Place Value

Market Potential 
Value

Example: Crossrail in 
London



3V FRAMEWORK: WHERE, WHEN AND HOW OF VALUE CREATION ?

�Quantify
Provides a quantified basis for understanding development 

opportunities around stations

� Facilitate Dialogue
Identifies misalignment and imbalances between 

connectivity, accessibility, place quality, market 
potential value, to support interagency dialogue

� Align vision
Achieves shared development vision with citizens, private 

developers and other stakeholders



INCREASING THE THREE VALUES
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Node Value Place Value Market Potential Value

• Increase number of hubs 
and number of 
lines/modes they 
connect to

• Interlink neighboring 
stations into clusters

• Increase accessibility 
within the network for 
all

• Increase compactness 
(proximity to existing urban 
activity and short travel time to 
main destinations)

• Increase diversity of uses

• Increase concentration of 
commercial, cultural and 
education amenities

• Design neighborhood that 
promote walking and biking

• Create a vibrant public space

• Increase residential density

• Increase job density

• Increase human density

• Increase diversity of land 
parcels to create a vibrant 
land market

• Increase social diversity

• Increase Floor Area Ratios

Address Imbalances

Source: The 3V Framework (World Bank)



TO DECIDE HOW STATION AREAS WILL DEVELOP, AN EVIDENCE-BASED 
APPROACH IS USEFUL – THE 3V FRAMEWORK

By understanding station’s 
position in the urban landscape, 
you can understand how each 
can change.

• Node value: where it sits within 
the transit network

• Place value: the quality of the 
urban space around the station

• Market potential value: how 
favorable development is based 
on market dynamics (e.g. 
jobs/resident concentration)

16

Framework can help you decide how to 
develop around the different stations



ENVISIONING TRANSIT CORRIDORS: AN EXAMPLE FROM INDONESIA
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STATION-LEVEL PLANNING FOR COMMUNITIES

Best addressed through city level guidelines 
tailored to the context.

Also consider:
• Resilience
• Smart city components
• Balanced use of energy uses

• Role of bikes, new electric mobility and new 
transport solutions

• Underground and elevated space 
management

18Source: TOD COP Knowledge Product



URBAN DESIGN’S IMPACT ON VALUE: 
BEYOND JUST TRANSIT-ADJACENT DEVELOPMENT
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Source: R. Cervero



Why Invest in TOD from a private sector perspective?

Market Potential Value created by dense and flexible land use with high accessibility

Transit Oriented Development as Asset Class

Transit Oriented Development ZoneNon Transit Oriented Development Zone

Government
Incentive

Accessibility

Density

Variety

• Limitation / Positive Regulation base

• Automobile-friendly access
• Barriers on path between asset and mass transit

• Restriction based on given land use plan
• Difficult to adapt change in economy

• Limited density based on given land use plan
• High density area is already occupied
• Less population and job

• Incentive / Regulation Adjustment
• Planning: Higher FAR*, Flexible land use
• Financial: Subsidies, Tax exemption, Lower interest

• High accessibility through multi-modal node
• Seamless connection between asset and transit
• Less car park required, less traffic congestion

• Mixed use based on actual space demand
• Flexible use of land (ex. Commercial à Residential)
• Positive interaction among various land use

• Additional density on given land use plan 
• FAR Incentive provided by local government
• Higher target population and job

*Floor-Area Ratio: Gross Floor Area(excluding underground) divided by land area (ex. 100% = 1,000sqm(Building GFA)/1,000sqm(Site area)



OVERALL TOD PROCESS

Source: TOD COP Knowledge Product
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TOD LVC Examples
International



A BROAD RANGE OF LAND VALUE CAPTURE INSTRUMENTS

WRI/WB Toolkit 25

Transport 
Infrastructure

Urban land
development

New

New

Existing

Existing

q Land 
sales/concession

q Joint development
q Development

impact fees

q Special 
assessment
district

q Tax incremental
financing

q Air rights

q Transport utility 
fees

q Land value tax

q Negotiated 
contribution

q Development-based LVC
q Fee-based LVC
q Tax-based LVC
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NANCHANG: SCALE AND SEQUENCE OF TOD

Metro Group adopted 
phased strategy for TOD 
along Line #1, starting from 
stations in downtown and 
move on to the suburbs. 

As of 2016, estimated profits 
from TOD will cover 15-20% 
of the total construction 
costs of Line #1 and #2. 

27



45 story 193 m office
FAR 7.04
Partly used by Urban Rail Company
US$213 m investment
Development right transfer ($26 m) 
Expected to be paid by: and rental of part 

of the space or sale of rental units

METRO MANSION STATION



NANCHANG:
STATION AREA DESIGN
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� Case study: Time Square station on Line #1
� A mixed-use, high density community with high-end 

apartments, retail stores, recreation facilities and offices
� Floor area of 388,827 square meter over 8.3 ha of land, FAR 

of 3.5.
� 80 % of revenue from land sales allocated to finance metro 

investment, in addition to sales of apartment and rental 
income from office buildings and commercial space, etc. 



Sources: Murakami, 2010; Suzuki, Murakami, Hong and Tamayose, 2013

HKSAR: R+P MECHANISM



HKSAR 
Government

Third-party
Developers

Development Right
(Full Market Price)

HKSAR 
Government

Third-party
Developers

Development Right
(Before Rail Market Price)

MTR 
Corporation

Co-Development
(After Rail Market Price)

• Profits in Agreed Proportions
• Assets In-Kind 
• Upfront Payments

“Profit Sharing”

(a) Usual Government Land Leasing Program 

(b) Rail Plus Property (R+P) Program 

Sources: Murakami, 2010; Suzuki, Murakami, Hong and Tamayose, 2013

HKSAR: R+P MECHANISM
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MTR’S CONCEPT OF  TOD



5/F (Park-and-ride 
Facilities and 
Residential Parking)

Podium Garden

4/F (Residential 
Parking)

3/F (Platforms of Airport 
Express and Tung 
Chung Line, Shopping 
Mall)

2/F (Platforms of 
Airport Express and 
Tung Chung Line, 
Shopping Mall)

1/F (Station 
Concourse, Shopping 
Mall and PTI)

G/F (Loading/ 
Unloading, Shopping 
Mall, PTI and Parking)

PTI
Station 
Facilities
Shopping 
MallResidential 
Facilities
Recreational 
Facilities

High-rise 
residential buildings

Station Shopping Mall

TsingYi
Station



Source: Cervero & Murakami, 2009

HKSAR: R+P EVOLUTION



Sources: Murakami, 2010; Suzuki, Murakami, Hong and Tamayose, 2013

Suburban
Areas

TOKYO: STRATEGIC EXTENSION



Inclusive Land Readjustment Scheme in Suburban Areas

Sources: Murakami, 2010; Suzuki, Murakami, Hong and Tamayose, 2013

TOKYO: STRATEGIC EXTENSION
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Sources: Murakami, 2010; Suzuki, Murakami, Hong and Tamayose, 2013

Built-up 
Areas

TOKYO: STRATEGIC REGENERATION



TOKYO: STRATEGIC REGENERATION
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Maximum FAR: 2.0
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Sources: Murakami, 2010; Suzuki, Murakami, Hong and Tamayose, 2013



Corridor Development Strategy
In Dar es Salaam, Tanzania

















TOD Examples
Mumbai, India



Rethinking the corridor : Mumbai
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Innovative Financing:
TOD and Land Use



Raising Financing against TOD/Land Use Funding

• Primary Challenge of Funding Coming in the future whereas Financing needed today

• Uncertainties against timing of such cash flow

• Uncertainties against amount of such cash flows

• Uncertainties against use of such cash flows for other more critical needs

• Leads to inability to find financing against such critical value added of such projects

• Therefore needs government-MDB intervention to take the short-medium terms risks and provide mitigation 
against lack of performance on TOD/Land Development activities

56



NCRTC TOD/LVC Fund – An Example

USD 1.0 billion 
Debt Fund

BBB to 
BBB+/A- USD 

Notes

Pension funds, 
insurance 

companies & 
other 

institutional 
investors

USD

Rupee loan NCRTC 
Projects

Rupee Interest + 
Principal

Mechanics
§ TOD Fund would raise money 

from various markets sources

§ IBRD guarantee would 
backstop the fund’s first 
losses

§ Potential credit uplift (1 to 2 
notches) would broaden the 
base of international 
investors able to buy the 
notes issued by TOD Fund

§ TOD/Land 
Development/stamp 
duty/development charge 
would be primary source for 
repayment debt

USD 1 B TOD/Land Development 
Fund set up by NCRTC to issue notes 

or convertible debt to lend to 
NCRTC projects

USD [100] M IBRD 
Guarantee, 
Leverage 8x

(BBB) Equity from NCRTC (or its 
shareholders) – US$100 million 

USD

Multilateral or 
Bilateral Mezzanine 

Investors

[Non-
Convertible 
Debentures]

IBRD (AAA) Loan / 
Guarantee 

57



TOD LESSONS AND BUILDING BLOCKS
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� TOD takes time
5-15 years
Need to withstand government change
Need public support and a vision at scale

� TOD takes capacity
Diverse agencies need to be engaged
New skills (real estate, market understanding)
Need for a common narrative and understanding

� TOD requires a supportive market & community
Understand the real estate market
Allow for flexible approach over long market cycles
Need to reduce transaction cost
Need to engage communities
Include affordable housing and informality



TOD Toolkit
How to of TOD
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Toolkit Types KNOWLEDGE PRODUCTS



More on TOD Toolkit
http://hdl.handle.net/10986/31121



TRANSFORMING THE URBAN SPACE WITH TOD: THE 3V APPROACH 

63Available at http://hdl.handle.net/10986/26405

http://hdl.handle.net/10986/26405

