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INTERNATIONAL

REIT Legislation has existed 
since 1960
Following the Second World War, the de-
mand for real estate funds in the United
States increased dramatically. In 1960 Pre-
sident Eisenhower signed the real estate in-
vestment trust tax provision which re-
established the special tax considerations
qualifying REITs as pass through entities
(thus eliminating the double taxation).
This law has remained relatively intact
with minor improvements since its incep-
tion. The Tax Reform Act of 1986 allowed
REITs to manage their properties directly,
and in 1993 REIT investment barriers to
pension funds were eliminated. Tax legis-
lation included in the Revenue Reconcilia-
tion Act of 1993 made large-scale invest-
ments in equity real estate investment
trusts (REITs) more desirable to institutio-
nal investors. With this is mind, the United
States saw a glut of IPOs during the mid-
nineties, expanding the market from 
8 Billion USD in 1993 to  125 billion USD
by the end of 1997. The Netherlands intro-
duced the first REIT in Europe in 1970 and
Australia launched its equivalent REIT

structure, the Listed Property Trust (LPT)
around the same time. It was not until the
mid-nineties before the REIT club expan-
ded further, when Canada and Belgium 
came on board. The first half of this deca-
de has seen the major economic powers in
Asia join the REIT club. In 2004 EPRA is-
sued "The EPRA Global REIT Survey com-
pared the established REIT regimes
around the world. Figure 1 details the
main features of existing REIT structures
around the world, from the oldest to 
newest regime.

Changing Investor Landscape
The past five years have  seen many chan-
ges in investor sentiment and shareholder
structure of the global market. Firstly, in-
vestors have shifted from a domestic or re-
gional focus to a broader, globally diversi-
fied approach to real estate investment. An
example of this heightened appetite for
global real estate product is the phenome-
nal growth in the number of global real
estate securities mutual funds. Over the
past three years, over 50 new funds have
entered the market, resulting in estimated
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assets under management approaching 20 billion USD in addition,
a large number of real estate investors who have historically inves-
ted either directly, or using unlisted private funds, have now entered
the listed market. These shifts have placed increased demand on
real estate securities throughout the world. In fact, it could be said
at this point in time that there is a lack of listed products in market.
We expect that REIT legislation will stimulate growth in the market
and broaden the range of options to investors. It is worth pointing
out that REIT legislation is familiar with a large number of inves-
tors, particularly those from the United States, Australia and the
Netherlands. Australian and Dutch investors have historical ex-
pressed a healthy appetite for investing in real estate markets, way
above the global average allocation to real estate of 6,5%.

Summary
The global listed real estate market has experienced many changes
in the last 20 years. The most influential of these changes has been
the adoption of REIT legislation throughout the world. The trans-
parency and characteristics of the structure have proved extremely

attractive for both institutional and retail investors alike. The Uni-
ted States, Australia and the Netherlands pathed the way for the
REIT structure in each of the three regions, however it was not un-
til the turn of 2000 before the number of major economies to intro-
duce REITs expanded. 2001-06 can be seen as the period that chan-
ged the face of the Asian market and it is envisaged that 2007-11
will see similar expansion in the European market. So will we see an
all encompassing pan-European REIT structure in the next five
years? Probably not, but once we see the majority of individual
countries with a REIT structure in place, and these structures tend
to look fairly similar across the region, the foundation may well be
in place. The changes in investor appetite, both in terms of increa-
sing allocations to the broad range of real estate products and in
particular the REIT market, will provide the capital base on which
the market depends for expansion. What is clear at this point is that
Europe has a long way to go to catch up the established REIT mar-
kets in North America and the recent developments in the Asian
markets. For Europe in particular, the next five years will prove an
extremely exciting time for REITs and investors alike.

Figure : International REIT structures - from oldest (left) to newest (right)
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