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What is a REIT and why should one invest in it instead of investing in property?
REITs (Real Estate Investment Trusts) are:

· Closed ended companies, most often listed, that invest in income-producing real estate, distribute the largest part of their profit and enjoy favourable tax treatment. 
Advantages (compared to direct investment in real estate)
· Increased liquidity

· Investment diversification

· Professional fund management

· Low transaction cost

· The stock price is known at any time, without the uncertainty of real estate appraisal
· Favourable tax treatment
· Historically REITs have better yields than direct investments in real estate and investment in real estate companies 
Disadvantages

· Lack of control over management

· Greater fluctuation than direct investments in real estate

The global market of real estate companies today (amounts in billion $)
	
	Total real estate companies
	Listed real estate companies
	% of listed
	% of REITs (on the total number of listed companies)

	Europe
	6,848
	432
	6.3%
	58%

	America
	6,759
	551
	8.2%
	95%

	Asia
	3,723
	542
	14.6%
	45%

	Total
	17,330
	1,525
	8.8%
	70%


Source: FTSE EPRA/NAREIT Monthly Statistical Bulletin – 31 May 2007 
The new trend is and will be ‘private to public’…
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… and there is very big room for such a development
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In this new trend REITs have and will have a leading part to play
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Global development of listed real estate
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Global allocation of listed companies in the real estate field (free float capitalization)
Source: EPRA

In the global REIT market, Europe is beginning to rise, 
with France and Gr. Britain leading the way
REIT allocation at international level

Asia 22%

Europe 18%

North America 60%

Allocation of European REITs

Great Britain 58.4%

Belgium 3.5%

Greece 0.2%

France 24.4%

The Netherlands 13.5%

The map of European REITs is evolving….
REITs in Europe and the broader area

Existing

Hybrid REITs

Soon to come

Belgium, the Netherlands and France are three of the best European markets for REITs…
Sector analysis per country
Capitalization = € 5,1 billion

Capitalization = € 16,3 billion
Capitalization = € 12 billion

· REITs in Italy and Spain have REIT-like structures (hybrid REITs)
· Great Britain and Germany are expected to become leading players soon

…and their evolution is really impressive
Evolution of the capitalization of the 10 largest European REITs

In which sectors have the large European REITs invested their capital?

How do REITs operate in Europe and the USA…
	Country
	Netherlands
	Belgium
	France
	Gr. Britain
	Greece
	Germany
	USA

	Introduction of institution
	1969
	1990
	2003
	2007
	1999
	Expected (2007)
	1960 (1990)

	Investment restrictions
Investment in real estate

Investment abroad

Development

Minimum cash equivalent
	100%
YES

YES through affiliate (new regulation)
NO
	100%
YES

Minimal

NO
	Flexibility

YES

YES

NO
	75%+
YES

YES

NO
	80%+
YES

Only completion or improvement by 25% of the total value
NO
	75%+
YES

YES

NO
	75%+
YES

YES

YES

	Holdings & SPVs
	No restrictions
	No restrictions
	No restrictions
	No restrictions
	YES (90% holdings in real estate SAs)
	No restrictions
	No restrictions

	Lending limit
	60% of investment in real estate + 20% in other assets
	65% of assets (new regulation) – 50% earlier
	No restrictions
	(Profits+Interest) / Interest > 2.5
Additional lending allowed with 30% tax
	50% of  assets
	60% of 
assets
	No restrictions

	Income tax
	0%
	0% on income from real estate and 33,9% on income from other activities
	0%
	0%
	10% (ECB + 1%) on the average of investments plus cash equivalent – 10% of taxable profits
	0%
	0%

	Dividends
	100% of profits
	80% of taxable income after mortgage
	85% of taxable income from rents, 50% of capital gains
	95% of rents (after the allowed exemptions)
	>35%
	>90%
	>90% of the taxable income after depreciations

	Closed ended
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Listed / Not listed
	Listed
	Listed
	Listed (SIIC) / Not listed (OPCI)
	Listed
	Listed
	Listed
	Both 

	Management
	Internal
	Internal or external
	Internal or external
	Internal or external
	Internal
	Internal or external
	Internal or external


… and how they operate in the rest of the world

	Country
	CANADA
	SINGAPORE
	HONG KONG
	JAPAN
	AUSTRALIA

	Year of establishment
	1994
	2002
	2003
	2000
	1985

	Name
	MFT
	S-REIT
	HK-REIT
	JREIT
	LPT

	Management
	Internal
	External
	Internal or external
	External
	Internal or external

	Investment in real estate

Investment abroad

Development
	>80%

YES

YES
	>70%

YES

20%
	100%

YES

NO
	>75%

YES

50%
	>50% of income from rents
YES

YES

	Lending limit
	No restrictions
	35% of assets
	35% of assets
	No restrictions
	No restrictions

	Dividends
	85% of distributable profits (before

depreciations)
	100% of taxable income (without depreciations)
	>90% of profits after taxes (no depreciations)
	>90% of taxable income after depreciations
	100% of taxable income after depreciations

	Closed ended
	YES
	YES
	YES
	YES
	YES

	Listed / Not listed
	Listed
	Listed
	Listed 
	Listed
	Both

	Favourable tax treatment
	YES
	YES
	YES
	YES
	YES


Greek REITs: we’re a bit late … but we’re on our way

· Law 2778/1999. Amended in 2002 and 2007.
· First operating license: 2003
· First listing in the Stock Exchange: 2005
· Listed REITs: 2
· Eurobank Properties REIT with capitalization approx. 410 million € and value of real estate portfolio 341 million € (31/12/2006)
· Piraeus REIT with capitalization approx. 144 million € and value of real estate portfolio 100 million € (investment status 31/12/2006)
· More to come? Sure but when? The improvement of the institutional framework is expected to speed up developments.
Basic positive points of the recent amendment
· Abolishment of the minimum percentage of retention of cash or cash equivalent (10% on assets).
· Possibility to invest in SPVs with the sole purpose of exploiting real estate

· Possibility of lending up to 50% of assets

· Possibility to enter preliminary contracts to acquire real estate when their construction is finished (access to deals at an early stage)
· Crucial tax clarifications regarding the exemption from capital gain tax, and the mergers/acquisitions of other companies/sectors by a REIT

· Possibility to acquire / sell real estate with a deviation of +/- 5% from the appraisal of the Body of Sworn-in Valuers
Greek REITs: how do they operate?
· In general
· Closed ended companies with direct investments in real estate being their main purpose
· The minimum amount of fixed capital is 29.3 million
· Investments in real estate
· At least 80% of assets in real estate
· Investments in real estate abroad
· Allowed with no restrictions for European Union countries and with a limit of 10% of the total investments of the company in real estate for third countries (outside the European Economic Area)
· Other investments
· At least 90% of the stock of a societe anonyme with the sole purpose to exploit real estate, the total fixed capital of which is invested in real estate that fall into the real estate categories in which a REIT may invest. 
An institutional framework close to international practice after the
recent revision…
· Real estate development
· Real estate completion or repairs are allowed, as long as the cost of completion does not exceed 25% of the total commercial value following the completion of works.
· Requirements to acquire real estate based on preliminary agreement, on the condition that there is contractual agreement on the time of construction completion, its maximum price, the advance payment of part of the price (which may not exceed 20% of the price), the penal clause for the seller (which may not be less than 150% of the advance payment amount), and its use as commercial real estate or for any other commercial or industrial purpose within 6 months from the property acquisition.
· Lending
· Allowed up to 50% of assets both for the acquisition and the exploitation of real estate
· Leasing of real estate of a total amount of 25% of the company’s own capital (max 10% of own capital per real estate) is allowed 
…with its main advantage being the tax regime…

· Dividends
· Distribution of dividends at least 35% of net profits annually
· Stock exchange listing

· Compulsory submission of application to list its stock in the Athens Stock Exchange within one year from the acquisition of REIT license 
· Tax regime
· Exemption from all taxes (including the capital gain tax) and duties except for:
· Capital gain tax in case of real estate contribution
· Tax, the coefficient of which is set at 10% on the current ECB interest rate for main refinancing operations (reference interest rate) increased by 1%. The tax is calculated on the average of the REIT investments plus cash equivalent, in current prices, as depicted in investment tables per semester.
· 1% capital levy  
· Other regulations
· Diversification: only 25% of the value of the real estate portfolio can be invested in one real estate property
· Restrictions in buying and selling: the portfolio is appraised every 6 months by the Body of Sworn-in Valuers – buying and selling of real estate may be conducted with a deviation of +/- 5% from the  appraisal of the Body of Sworn-in Valuers 
· Retention period: the real estate properties may not be sold earlier than 1 year from the date of their acquisition
REITs are the future

Conclusions
· REITs gradually become more important in the international market of real estate investments

· Their operation framework is similar in most countries where they exist with emphasis on tax incentives

· Europe is taking quick steps for the rapid diffusion of the institution and only from REITs  in Gr. Britain and Germany (under development) capital is expected to exceed 100 billion € in the next five years

· The promotion of an institutional framework for paneuropean REITs (which, irrespective of the country where they’re going to invest, will be able to enjoy the same advantages - mainly in terms of tax) will really boost the institution. In the meantime the harmonization of the individual institutional frameworks is promoted.
· The Greek institutional framework offers significant advantages and the recent amendment (a result of the positive attitude of the competent bodies for the development of the institution) is expected to lead to the creation of a sector and the attraction of more foreign investors

· The REIT institution in Greece is expected to do very well, partly because it offers a kind of investment that fits the Greek mentality and our special connection with real estate property, and partly because there are large and important institutional portfolios that will become the basis for its development.   
