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Valuation of sole leasing contract by dynamic discounted cash-flow method   

- adopting non-Winner-Process for cash-flow prediction -  
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 (Summary) 
 

 “Master Leasing Contract” is widely used for real estate property investments in order 
for the property owners to stabilize the income and keep the value of the property stabilized with 
firm return. The tenancy agreement of “Master Leasing” may change the value of the property 
itself and vary the character of the investment. We may try the evaluation of the contract by 
income approach with the image of asset valuation.  

Dynamic discounted cash flow method is one of income-approaches for asset valuation. 
The concept of the method is simple and visually indicative,  although the cash flow prediction and 
discount factors are diversified and totally dependent on the analyst ’s assumption.  
 The typical assumption of cash flow prediction has been application of probability theory 
such as “winner-process”, which is widely used for financial analysis. However, the rent incomes of 
leased property do not fluctuate timely unlike ordinary financial asset such as bonds or traded 
stocks. “winner-process” may not enhance the character of rent income and may not be proper as 
the assumption for cash flow prediction for valuation of real estate properties, either. 
 We may attempt the valuation of Master Leasing Contract by applying DDCF method, 
with the assumption of “non-winner-process” income prediction considering the effect of leasing 
customs and characteristics of real estate property investments. 
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