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ABSTRACT  
Indonesia's growing urbanization, population growth, and changing work behaviors have increased the 
demand for diverse housing options. PT XYZ, established in 2021, plans to meet this demand by developing 
low-rise apartments and landed housing in smart residential areas in secondary cities. This research aims 
to assess the feasibility of this project by analyzing market demand, financial performance, and regulatory 
factors. Using financial models such as Net Present Value (NPV), Internal Rate of Return (IRR), Payback 
Period (PBP), as well as sensitivity analysis and Monte Carlo simulation, this research evaluates the 
financial viability of the project. The results show strong profit potential, with a positive NPV and IRR of 
57.41%, achieving a payback within four years. The project not only fulfills the housing needs of Millennials 
and Gen Z, but also aligns with government initiatives to promote home ownership. The implications of 
this research include improving housing accessibility for young, dynamic demographic groups, such as 
Millennials and Gen Z, as well as strengthening developer strategies in the face of changing market 
challenges. 
 

Keywords: Feasibility Research, Smart Living, Housing Development, Millennials, Financial Performance, 
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INTRODUCTION 

In Indonesia's dynamic property and real estate industry, developers play a key role in 

shaping communities by conceptualizing, financing, and managing projects (Krishna et al., 2017). 

They work with architects, engineers, and government bodies to navigate regulations and market 

demands, contributing significantly to the economy (Saieg et al., 2018). The construction sector, 

contributing 9.92% to GDP, and the real estate industry's 2.42% share, highlight the importance 

of developers in driving infrastructure growth and community development (Huang et al., 2018). 
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Figure 1. Gross Domestic Product by Industry 2023 

According to BPS data, the substantial investment budgeting of 1,078 trillion Rupiah in the 

property sector in 2023 demonstrates the government's strong support for this GDP 

development (Szczygielski et al., 2017). This figure represents the second-largest domestic 

investment following Mining in the same period (Loayza & Rigolini, 2016). However, the 126 

trillion Rupiah realization project is a better sum than the 52 trillion Rupiah figure from 2022. In 

spite of government investment support, irreversible urbanization and population expansion also 

contribute significantly to the rise in demand for safe housing, which Maslow's Hierarchy of 

Needs identifies as a basic human need (Carboni, 2017). As a result, home ownership is still a 

major problem in Indonesia, making property the most sought-after asset that is hotly contested 

by different parties (Dewita et al., 2020). The imbalance between supply and demand in the 

housing market is further highlighted by this spike in prices, which indicates that demand exceeds 

supply (Gyourko & Molloy, 2015). 

 
Figure 2. RPPI and the Housing Maintenance, Repair, and  

Security Expenses Component of CPI (%,yoy) (Bank Indonesia, 2023) 

The latest Residential Property Price Survey by Bank Indonesia shows that residential 

property prices in the primary market rose in Q4 2024, but at a slower pace than before 
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(Roestamy et al., 2022). The Residential Property Price Index (RPPI) grew by 1.74% year-on-year, 

down from 1.96% in Q3. Small residential properties led the growth, increasing by 2.15% year-

on-year, while medium and large houses saw slower gains. On a quarterly basis, prices rose by 

0.25%, down from 0.48% in Q3, with small, medium, and large houses contributing to the 

slowdown (Tang et al., 2018). Regionally, limited gains were seen in Pontianak, Padang, and 

Surabaya. 

 
Figure 3. Annual Residential Property Increase in Fourth Quarter 2023 by Region (%, yoy)  

In Q4 2023, 10 of 18 surveyed cities reported higher residential property prices, while 8 

cities saw moderation. Notable increases were in Pontianak (3.57% yoy), Banjarmasin (0.70% 

yoy), and Manado (0.32% yoy), with declines in Semarang, Balikpapan, Yogyakarta, and Bandung. 

The price trends align with milder inflationary pressures on building materials (Annicchiarico et 

al., 2024). However, rising prices are making homeownership increasingly difficult for younger 

generations, particularly Millennials and Gen Z (Bleemer et al., 2021). 

 
Figure 4. Millenial and Gen Z Motivation When Buying House in 2023 
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As of 2023, 81 million Indonesian millennials are still without housing, despite strong 

demand, with 66.7% of Millennial and 63.1% of Gen Z buyers seeking homes for residential 

purposes.  

 
Figure 5. Historical Coal Price (ESDM, 2024) 

To address this, the government has introduced measures like VAT discounts, subsidies for 

low-income individuals, and plans to extend home loan periods to 35 years, aiming to ease 

repayment and boost homeownership. These efforts have contributed to a more inclusive 

housing market, with increased homeownership rates. Landed houses remain the preferred 

option, with 64.4% of buyers choosing them over other types of housing. Despite high demand, 

supply shortages persist in the real estate sector. 

Opportunity in Property and Real Estate Business 

PT. XYZ has a strategic opportunity to penetrate secondary cities like Semarang, Balikpapan, 

and Yogyakarta at a reduced cost, enabling competitive pricing or larger margins after the market 

stabilizes, thanks to the decline in property prices in these areas. These circumstances are 

especially advantageous for housing developments that are specifically targeted at younger 

generations who are having difficulty becoming homeowners. Addressing this need will allow PT. 

XYZ to gain a sizable portion of the market. 

These locations have high long-term growth potential despite the recent price declines, 

setting PT. XYZ up for future economic recovery and property gains (Bank, 2023). Additionally, 

the cooling market lessens rivalry, which helps PT. XYZ stand out from the competition and get 

better land agreements. The feasibility of such developments could be further improved by 

government assistance in the form of tax cuts and subsidies. Furthermore, the trend toward 

flexible work schedules opens up new possibilities for residential developments that meet 

changing lifestyle demands (International, 2023). 



Feasibility Study on Low-Rise Apartment and Landed Housing Development within Smart Living 
Areas in Indonesia’s Secondary City (A Case Study at PT.XYZ) 

 
 
 

 
Page 2389 

Asian Journal of Engineering, Social and Health 

 Volume 3, No. 10 October 2024 

The goal of PT. XYZ to go into the residential real estate market—more especially, the 

landed housing sector—represents a major strategic move for the business. To determine the 

viability of this endeavor, PT. XYZ intends to carry out an extensive feasibility assessment by 

utilizing its current land holdings and in-depth market knowledge. 

This research will explore the feasibility of PT. XYZ's proposed project by focusing on key 

factors such as market demand, financial viability, and regulatory considerations. By analyzing 

current trends in Indonesia's real estate market and addressing the challenges faced by 

Millennials and Gen Z, this research aims to guide PT. XYZ in making informed decisions about 

entering the residential housing sector. The findings will not only assess the project's potential 

success but also provide insights into how developers can navigate and capitalize on 

opportunities in a rapidly evolving industry. 

Navigating Market Entry Challenges in Indonesia’s Secondary Cities 

In secondary cities like Semarang, where increased demand—particularly from Millennials 

and Gen Z—is faced with affordability concerns because of the disparity between incomes and 

housing costs, PT. XYZ has the challenge of breaking into the residential real estate market. Rapid 

population expansion and urbanization exacerbate this problem by placing more pressure on the 

housing supply. A favorable climate for real estate development is produced by Indonesia's 

strong economic growth, which is bolstered by significant government investments in real estate 

and infrastructure. By streamlining rules and cutting expenses, policies like the Omnibus Law and 

VAT incentives improve this possibility. PT. XYZ must, however, manage economic volatility, such 

as inflation and worldwide unpredictability, which may have an impact on housing demand. 

The key business issue is determining the feasibility and profitability of developing a 10-

hectare land in phases, targeting the middle-upper income group. This approach aims to align 

with market demand while managing financial risks in a volatile market. PT. XYZ’s strategy focuses 

on providing well-targeted housing solutions for Millennials and Gen Z, using a build-to-order 

model to minimize risk and adapt to market changes. The financial viability of these 

developments is crucial. The recent dip in property prices in cities like Semarang offers a strategic 

entry point, but PT. XYZ must ensure profitability through careful market analysis, cost 

management, and competitive pricing. By phasing development and adopting a data-driven 

approach, the company can manage risks and position itself for long-term success. 

Based on the above background, this research aims to assess the feasibility of this project 

by analyzing market demand, financial performance, and regulatory factors, providing insight 

into the potential success of PT XYZ's real estate development. The benefit of this research lies 

in its ability to provide strategic recommendations for PT XYZ to make informed decisions in land 

development, optimize resource allocation, and ensure long-term financial sustainability. The 
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findings will also provide a comprehensive understanding of the risks and opportunities in the 

Indonesian real estate market, especially for developers in the face of economic challenges such 

as inflation and global uncertainty. 

 

RESEARCH METHOD 

This research uses a quantitative approach with the aim of systematically evaluating the 

entry process of PT XYZ into the real estate market. This process begins with data collection 

through two main sources, namely primary data and secondary data. Primary data is collected 

through interviews and surveys with project managers or relevant stakeholders, to understand 

potential risks as well as obtain information related to budget and market projections. 

Meanwhile, secondary data was drawn from company documents, real estate market reports, 

annual reports, as well as macroeconomic trend analysis covering PESTEL elements (political, 

economic, social, technological, environmental, and legal) and Porter's Five Forces analysis. 

The data used includes financial data, such as project costs, cash flow projections, interest 

rates, inflation, and profit forecasts, as well as market data, including real estate market 

conditions, competition levels, demand trends, and applicable government regulations. Data 

analysis techniques applied in this research include SWOT analysis to identify strengths, 

weaknesses, opportunities, and threats in the company's business plan. In addition, risk 

management is applied to analyze and address challenges that may arise. 

Next, a financial feasibility research was conducted by calculating metrics such as Net 

Present Value (NPV), Internal Rate of Return (IRR), Profitability Index (PI), and Payback Period 

(PBP) to determine the financial viability of the project. After that, sensitivity and scenario 

analysis were conducted to evaluate the impact of changes in market conditions or financial 

variables on project feasibility. The final results of this research are conclusions and strategic 

recommendations regarding PT. XYZ's implementation plan in entering the real estate market by 

considering the feasibility and risks that have been analyzed. 
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Figure 6. Research Flowchart 

RESULT AND DISCUSSION 

Capital Initial Investment  

The Capital Initial Investment for PT. XYZ's project involves a strategic allocation of 

resources to develop both a low-rise apartment and landed housing. The investment covers all 

key areas, including housing development, facilities, landscaping, and pre-construction activities. 

To finance this comprehensive project, PT. XYZ has secured bank approval for a loan covering a 

significant portion of the total investment. However, the company has chosen to utilize only a 

portion of this approved loan, specifically 22%, to ensure a balanced approach to financing. This 

strategy allows PT. XYZ to leverage external funds while maintaining a cautious and sustainable 

financial structure, reducing potential risks associated with high levels of debt. The details as 

follows. 
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Figure 7. Capital Initial Investment 

Interest Rate & Loan Schedule 

This project will be using Loan from Bank, with 10% rate and 5 years repayment. The repayment 

schedule as seen below: 
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Figure 8. Loan Schedule 

Weighted Average Cost of Capital 

This research will compute the Weighted Average Cost of Capital (WACC) to ascertain the 

project's hurdle rate in order to assess the financial feasibility of PT XYZ's next real estate venture. 

The WACC takes into account a number of variables, such as the cost of debt, the cost of equity, 

and the general state of the market. The main inputs and the project's final WACC are compiled 

in the following table: 

 
Figure 9. WACC 

This WACC value will subsequently be used as the discount rate to calculate the Net Present 

Value (NPV). Table shows the income statement, cashflow, and FCF of PT. XYZ project for 10 years 

projection: 

 

Figure 10. Income Statement Projection 
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Figure 11. Cashflow Projection 

 
Figure 12. FCF, NPV, IRR, PBP, PI of PT. XYZ’s Project 

Sensitivity & Scenario Analysis 

 
Figure 13. Sensitivoty and Monte Carlo of PT. XYZ’s Project 
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The sensitivity analysis reveals that the project remains resilient under moderate changes, 

but extreme negative scenarios, such as a 50% revenue decline or a significant increase in the 

cost of sales, could render the project non-viable with a negative NPV and extended payback 

period (John et al., 2016). Additionally, a substantial rise in the discount rate could also lead to 

negative financial outcomes, emphasizing the importance of robust risk management and close 

monitoring of market conditions to safeguard the project's viability. 

The Monte Carlo analysis further supports the project's robustness, showing a low 

probability (5%) of a negative NPV, which suggests that the project is likely to be profitable under 

most scenarios. However, the small risk of loss underscores the need for strategic risk 

management, including diversifying revenue streams and securing cost efficiencies, to mitigate 

potential financial risks. Overall, the project has strong potential for success, but it requires 

proactive strategies to manage possible adverse conditions effectively. 

Business Solution  

The implementation plan is designed to ensure that PT. XYZ’s low-rise apartment and 

landed housing development within a smart living area in Indonesia's secondary city is executed 

efficiently, within budget, and with maximum profitability. Each phase of the plan is aligned with 

the findings of the feasibility research, sensitivity analysis, and Monte Carlo simulations, ensuring 

that the project remains financially viable under various scenarios. 

The plan emphasizes early-stage market research and feasibility confirmation to validate 

financial projections and reduce market demand risk. Strategic financing and partnership 

arrangements are prioritized to secure the necessary resources and control costs, thereby 

mitigating financial and operational risks. The construction and development phase is carefully 

structured to maintain quality and adherence to timelines, with a strong focus on integrating 

smart living technologies to differentiate the project in the market. 

The sales, handover, and post-development phase ensures that the project’s financial 

metrics, such as NPV and IRR, are realized through effective sales strategies and quality 

management. The ongoing facility management plan ensures that the development remains 

attractive to future buyers and renters, thereby supporting long-term profitability. 
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Figure 14. Implementation Development Plan 

The Gantt chart illustrates the phased implementation plan for PT. XYZ’s real estate project, 

covering tasks from pre-development to post-development. It includes market research, financial 

planning, strategic partnerships, construction, and sales. Each phase is designed to ensure 

efficient execution, risk mitigation, and long-term profitability by aligning with feasibility studies, 

financial analysis, and market demands. 

Research on real estate development projects highlights the importance of structured 

implementation plans and the incorporation of smart technologies to enhance market 

competitiveness. For instance, studies by (Beckers et al., 2013) emphasize the role of early-stage 

feasibility analysis in mitigating financial risks and improving project outcomes. By conducting 

thorough market research and sensitivity analysis, PT. XYZ aligns with these best practices, 

ensuring the project is both market-responsive and financially viable. Additionally, incorporating 

Monte Carlo simulations, as demonstrated by (Broman & Robèrt, 2017), allows developers to 

evaluate multiple scenarios and prepare for various financial outcomes, which helps in securing 

strategic partnerships and investment. The plan’s phased approach to construction ensures that 

quality and timeline adherence, as noted by (Lines et al., 2015), can significantly reduce cost 

overruns and delays, common issues in large-scale developments. The inclusion of smart living 

technologies, discussed by (Guisado-Fernández et al., 2019), is a differentiating factor that can 

enhance the appeal of PT. XYZ’s development. This approach aligns with consumer preferences 

for technology-integrated housing, particularly among Millennials and Gen Z, as noted in the 

market research. By focusing on a comprehensive post-development facility management 

strategy, PT. XYZ addresses concerns regarding long-term project viability and customer 

satisfaction, which are critical for maintaining property values and ensuring continued 

profitability. 
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CONCLUSION 

The conclusions in this research show that PT XYZ's high-rise apartment and residential 

development in a secondary city in Indonesia represents a very promising investment 

opportunity. With strong financial prospects, including a positive NPV, high IRR, and a payback 

period of 4 years, the project is likely to remain profitable even under less favorable conditions. 

A comprehensive implementation plan, coupled with an effective risk management strategy and 

integration of smart living technologies, positions PT. XYZ for success in the emerging smart city 

market. The future contributions of this research include several important aspects. First, it 

provides a solid foundation for the development of similar projects in other secondary cities in 

Indonesia. By examining financial prospects and effective risk management strategies, the 

findings of this research can be adapted by other developers to evaluate the profit potential of 

housing and apartment projects in less developed areas with high growth potential. 
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