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Ladies and Gentlemen,

In my short presentation I plan to pinpoint certain important developments occurring at international level in the real estate field, as well as the evolution of the Greek real estate market, and to focus especially on real estate investment trusts. 
International market
Investments in the global real estate market have shown spectacular growth in the past decade, practically in all their aspects, such as the size, variety and range of investment instruments, the degree of development of cross-border transactions etc. So, from a traditional, rather conservative and subject to regulatory interventions type of investment, real estate investments have evolved into a modern investment alternative, which most often has nothing to envy from other types of investment in terms of its complexity and rates of return. I will try to substantiate the above by drawing on related statistical data. 
According to EPRA (European Public Real Estate Association) data, the total global capitalization of this type of listed companies (I’m referring to the free float part) over-tripled in the past four years, from US$ 259 billion in 2002 to US$ 804 billion in 2006. Furthermore, it is estimated that capitalization will exceed US$ 1 trillion by 2010 with a concurrent alteration in its geographical origin. In particular, it is predicted that the contribution of North America in the total capitalization will fall from 53% in 2005 to 40% in 2010, as opposed to the contribution of Europe that is expected to grow significantly, from 19% in 2005 to 28% in 2010. Regarding the type of companies that constitute the said capitalization, approximately 70% are REITs, while 30% are companies of the rest of the types. It is noted that this ratio was almost inverted in 1990, when the contribution of REITs in the total capitalization was limited to 20%.

Moreover, the rates of return of real estate companies are deemed satisfactory. According to London Stock Exchange data, the total rate of return of listed real estate companies in the UK, in 2006, reached 21%, compared to 20% of stocks and 3% of bonds. In a five-year period, the related mean annual returns amount to 14% for real estate companies, 5% for stocks and 6% for bonds. In 25 years, the related mean annual returns reached 11% for real estate companies, 14% for stocks and 11% for bonds.

According to a recent research of the Urban Land Institute and PriceWaterhouseCoopers, it is estimated that, in 2007, in Europe, there will be a slowdown in the rates of return of investments in real estate and that they will set at one-figure levels. However, it is estimated that the rates of return of this kind of investment will exceed all other kinds of investment in the current year, worldwide. It is also estimated that the increasing trend of interest rates internationally will limit the rate of return in immediately coming years and that we will not see the two-figure rates of return of the last years. Investors now focus more on markets with good perspectives for lease development. In Europe it is estimated that these returns currently amount to 5.5%, while in Greece they are a little higher, at 6.2% (recent research of Colliers International Hellas). 
It goes without saying that the period of growing interest rates we are going through contributes to the gradual fall of returns. It is characteristic that, in 2006, in Great Britain, the rates of return in real estate were equal to the cost of money for a five-year loan, resulting in the elimination of the related possibility of arbitrage (i.e. receiving loans at low interest rates and then investing the proceeds in real estate at a higher return, gaining the difference).    
Another noteworthy feature is the big growth in cross-border investments in real estate. In particular, European direct investments in real estate amounted to €63 billion in 2000, while in 2005 they skyrocketed to €151 billion. This significant growth is partly due to the introduction of the euro, which eliminated the foreign exchange risk, while the main destinations of these funds are Germany, Great Britain and France. 
It should be underlined that there is also great interest for investments in Southeastern Europe, Turkey, Greece and Russia. A factor largely contributing to this is the still large volume of available investment funds existing in the international market, combined with the rapid economic development of these regions and their especially positive perspectives. 
There is a big variety of real estate investment ‘vehicles’, such as closed-end and open-end mutual funds, private equity real estate funds, funds of funds, hedge funds and of course Real Estate Investment Trusts (REITs), that - as mentioned above - are by far the most preferred vehicle for real estate investments globally. 
In general, the fact that real estate companies are attractive to investors is attributed to the widely spread notion that they offer a true diversification of risk in their portfolios, as their rates of return show low correlation with those of bonds and stocks. This diversification is even more effective as it is usually combined with an allocation of investments to different categories of real estate (offices, shopping centres, hotels and so on).
The attractiveness and popularity of REITs in particular, which, as noted earlier, are the main preferred investment vehicle, is internationally attributed to:

· their favourable tax treatment,
· the limited volatility of their income and profits,

· the possibility they offer individuals to gain indirect access to commercial real estate, usually first class and high value, which otherwise would not be easily accessible to them,

· the access of these listed companies to new investors and capital, 

· the ease in buying and liquidating the investment, i.e. the stock, compared to the direct ownership of a real estate property,
· the professional management of these companies,

· the satisfactory and relatively stable, i.e. non-volatile, returns.

An additional REIT feature is that they are usually negotiated with premium as to the net value of their assets, unlike listed real estate companies that are not REITs and are often negotiated at discount, as the latter have the disadvantage that, when they sell the properties they own, they will pay tax on the difference between the accounting and the commercial value of their real estate.

Another factor contributing to the growth of capital invested in real estate companies and especially in REITs is the phenomenon of the ageing population. According to UN calculations, in 2025, the percentage of the population aged over 60 years will be 29% in Europe, 25% in North America and 15% in Asia. The corresponding percentages in 2000 were 20% for Europe, 16% for North America and 8% for Asia. However this age group shows special preference for investments in real estate, which generally produce income of low volatility and relatively stable-healthy returns. 

There are 25 regimes-variations of REITs worldwide, while in Europe 7 countries have adopted related legislation. These are Belgium, France, the Netherlands, Bulgaria, Turkey, Greece and Great Britain. The countries expected to elaborate the appropriate legal framework in the immediate future are Germany and Italy. In Great Britain, the market for the so-called UK-REITs was launched very recently, in the beginning of 2007, and it is predicted that a number of listed real estate companies will turn into REITs. It is also estimated that the capitalization of UK-REITs will increase from €63 billion in 2006 to €110 billion in 2011. 

The Greek market
The Greek market for real estate, private or commercial, has shown powerful development in the past few years, with house prices growing considerably. According to Bank of Greece data, the cumulative growth of house prices during the period 1996-2005 amounts to an impressive 84%, while in real terms it is limited to a hardly insignificant 50%.

Following this observation one logically wonders whether real estate in our country is overpriced. A number of studies have recently tried to answer this question and the conclusion is that there is no speculative ‘bubble’ in the real estate market, as the price increase is largely explained by changes in basic indices, and by the fall of interest rates by 800 base units in the period 1999-2005. Important factors contributing to the observed price increase are: 

· the increase in the real disposable income per capita by 3.4% annually in the period 2000-2005;
· the demographic changes, such as the arrival of a large number of young immigrants, the declining trend in the number of members per household, and the desire for bigger and higher quality houses;
· the liberalization of mortgage credit.

So, according to a recent study of National Bank, the forecast for house prices is that they will rise by 2.5% in real terms, in the period 2007-2008, and by 4% in the period 2009-2015.
It is worth mentioning at this point that the strong preference of Greeks for investments in real estate, clearly reflected on the high percentage of own-occupancy that reaches 82%, has led the percentage of household wealth derived from real estate to 90% (compared to 40-50% in the Eurozone and just 25% in the USA). Consequently, the aforementioned steep rise in house prices has led, through the so-called ‘wealth effect’, to an increase in private consumption and ultimately to an acceleration of economic growth. 
As far as commercial real estate is concerned, it is also estimated that there is no overpricing but a rationalization of prices. It is noted that, following the marked fall in the growth rate of leases during the period 2001-2002, a relative stability of leases has occurred. The commercial real estate rates of return in Greece are higher than the European average but with an obvious convergence trend, while demand focuses on quality spaces, emphasizing on shopping centres.

At the institutional level, noteworthy changes that alter the operational structure of the Greek real estate market have occurred or are in the phase of realization. Examples are the introduction of VAT and capital gain tax, the promotion of the new National Spatial Master Plan and the corresponding special plans for tourism, industry and renewable energy sources. An additional significant change was the law on REITs that passed in 1999 and its later amendment in 2002. In brief, the basic features of the Greek version of REITs are the following:
· A tax coefficient of 10% on the ECB interest rate for main refinancing operations (today 3.75%) increased by 1% on the average of its investments, plus liquid assets.
· Α minimum percentage of investments in real estate set at 80%.

· 10% liquid assets on the total amount of its investments. 
· The value of each individual property up to 25% on the total amount of investments.

· Possibility to invest in real estate abroad / EU countries.
A few weeks ago, the Ministry of Economy and Finance issued, for public consultation, the bill on the ‘Sale and leaseback of State property, and the long-term finance leases of the State’ that includes long-expected amendments to the legal framework governing REITs, which are definitely moving to the right direction. Among others:
· A level of leverage up to 50% of assets is allowed.
· The acquisition of at least 90% of the stock of a societe anonyme investing the total of its fixed assets in real estate is allowed.

· An up to +/- 5% divergence from the appraisal of the Body of Sworn-in Valuers both in purchases and in sales is allowed.

At this point I would like to propose that the State, in view of the planned reform of the institutional framework, allows Social Security Funds in our country to invest in companies of the REIT type over the current limit of 23% in stock, e.g. an additional percentage (for example 5-10%). It should be noted that the said investments are relatively low-risk, as they involve various categories of real estate (shopping centres, bank branches, offices, logistics, refueling stations, etc.) and therefore fit exactly the desired long-term investment profile of the Funds. Besides this is common practice abroad.
In conclusion, I would like to say that I am optimistic about the perspective of REITs, as I believe that, on the one hand, this type of investment matches the profile of Greeks, and, on the other hand, the ongoing improvements undertaken by the Greek State will contribute to the development of the REIT institution at the rapid rate predicted internationally.
