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INTRODUCTION 

What is REIT? 

Real Estate Investment Trust (REIT) is an investment vehicle or an instrument that is integrated 

with company that owns and operates real estate and related assets and allow individual investors 

to own a fractional ownership which produces rental income without actually having to buy the 

capital-in depth asset. Simply, Real Estate Investment Trust (REIT) is an entity that's made with 

the main intention of channelizing the capital that may be invested in usable functioning or 

possession of the real estate to further create income for those investors. REIT works in a similar 

approach to mutual funds and also provides you a simple way to invest in property. It gives the 

benefit of diversification and long-term capital appreciation. REITs are a great way of investing in 

the real estate sector since they are listed on the stock exchanges. As per National Association of 

Real Estate Investment Trusts (NAREIT) real estate investment trust (“REIT”) is a company or 

agency that owns, operates or finances (rental) income-producing real estate. REITs provide 

investors the opportunity to own premium real estate, present the possibility to access dividend-

based (rental) income and total returns, and help to grow, flourish, and strengthen”. For the real 

estate builder or developer and asset manager, REITs are a source of alternate funding and provide 

liquidity for operations. Access to high value premium real estate and earn stable returns to the 

investor. REITs provide investors a long-term functionality, substantial, steady dividend yields, 

liquidity, transparency and portfolio diversification. In a study by investment consulting company 

Wilshire Associates discovered that during 1976-2014, a portfolio including global recorded 

REITs generated a greater annualized portfolio yield and reduced annualized portfolio risk than a 

portfolio with no international recorded REITs, resulting in an ending portfolio value which was 

6.5 percent greater. As per the CEM benchmarking report 2020, REIT’s and unlisted property 

yields had low interrelationship with bonds and listed equity returns. Forming the foundation for 

diversification advantages associated with the real estate (REITs or unlisted) strength category. 

Property yields were highly connected when illiquid returns are corrected for reporting lags. 

 

Eligibility of REITs: 

For a company or an organisation to qualify as a REIT, the following criteria must be fulfilled: 

• 90 percent of the income has to be distributed to the investors in the kind of dividends 
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• 80 percent of the investment needs to be made in properties which might be effective at 

generating earnings  

• Just 10 percent of the whole investment needs to be made in property under-construction 

possessions  

• The organisation or company must have an asset base of Rs 500 crores 

• NAVs needs to be upgraded twice in each financial year 

 

Benefits REITs investment: 

• Stable rental yields give up to 14% returns and property appreciation with grade A category 

is an additional bonus.  

• Easy entry and exit 

• Lower liquidity risk 

• No or very less chances of fraud or scam because it is regulated by SEBI 

• More transparency 

 

REITs types: 

Equity REITs 

These are the property owners and lease it to make profit. The earnings through yield is then 

distributed among the individual investors as a dividend. 

 

Mortgage REITs 

These not the actual property owners, but get EMIs against the property from the owners and 

builders or developers. The earnings through Net Interest Margin (gap of interest earned on 

mortgage and cost of loan funded) which they distribute among the investors as a dividend. 

 

Hybrid REITs 

Typically, its investments done in both Equity and Mortgage REITs. 

 

REITs vs Real Estate Mutual Funds: 

REITs and real estate mutual funds are distinct yet like they offer liquidity and an inexpensive way 

to get exposure to diversified and significant funding real estate resources.  Long-term investors 

have the capacity to reap the benefits of dividend income and capital appreciation over a long 
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duration.  For short-term or retail investors using a low investible surplus, those real estate funds 

pose a chance to invest in properties which otherwise might not be viable to put money into.  A 

property agent may invest into a real estate investment trust to provide advantages for investors, 

making REIT a component of the investment. 

 

Key Highlights: 

• Real Estate Mutual funds provide wider diversification compared to the REITs depending 

on the investment plan and also have the advantage of professionals and experts managing 

their own portfolio, unlike the REITs. 

• REITs distribute a greater quantity of dividend annually to investors or investors compared 

to property mutual funds. 

• The worth of the real estate proceeds to rise during times of inflation because property 

costs and lease goes up, thereby giving a greater yield on the REIT investor. 

• REIT or the property mutual fund investment ought to be distributed across several 

property classes or funds in order to minimise the threat, and it shouldn't be greater than 10 

percent of their portfolio. 

 

Methodology and Data Requirements: 

The research will be done using focused interviews and market reports 

Key Interview questions: 

• Which will be the main considerations and how exactly to determine the REIT share cost? 

• Multi asset REIT or single asset REIT? (product wise)  

• How essential is the mixed asset class portfolio help, what needs to be the percent 

diversification? 

• Can you think that this investment requires REITS to another level? 

• What would you advocate to change in the coverage? 

 

Methodology: 

On the basis of literature review and industry expert reviews we can say below variables are 

important; 

• Asset Grade and Quality 

• Portfolio size 
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• Valuation 

• Dividend distribution 

• Brand profile and credibility 

• Tenant profile, lease duration, occupancy  
 

Analysis: 

Currently, India’s Real Estate market is the second-largest employer in the country followed by 

agriculture and is slated to grow at a steady pace over the next decade. India’s Real Estate market 

is expected to reach a market size of U.S.$1 trillion by 2030. The Indian real estate industry is 

unorganized and diversified. The real estate industry, like any other country, has some local 

attribute like legal system, political complexities, nature of real estate leases, permitting and many 

more elements. Because of globalization demand push, SEZ policy and FDI in real estate booms 

the Indian commercial real estate industry in 2005- 2010. Capital flows were drastically Influenced 

by International financial crisis in 2008 and debt increased of real estate developer and builder 

balance sheets. The Indian real estate industry was facing a shortage of finance to spark growth, 

critical that extra channels of financing have been placed in. This brought the time of opportunities 

for big PE players such as Blackstone. Concentration/consolidation of resources in fewer into 

fewer larger, more institutional developers In India. The second-tier players dropped through 

financial distress, lack of scale or faded off. government push, support and initiative for real estate 

sector played key role in this development, growth and policy changes. Plans like RERA 

(Regulation and Development) Act, 2016, Goods and Services Tax (GST) 2016, schemes on 

housing for all, creation of smart cities, amendments to the Prevention of Money Laundering Act 

(PMLA) and approval of REIT platforms has made the sector more capable.  

 

Important Facts: 

India’s first REIT IPO in April 2019 when Embassy Office Parks listed about 33 million square 

feet and the second REIT IPO in August 2020 - Mindspace business parks with listed about 29 

million square feet commercial office space and the recently listed Brookfield India Real Estate 

Trust listed about 14 million square feet. 

 

Key Challenges: 

• Permissions and titles: Land titles, allowing, surrounding clearances and lawsuit haunt  

property business in India. Real estate developers or builders and investor planning to make  
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a built to center portfolio for REIT list confront conflicts. REIT regulations, though, limit 

development part of the portfolio in 20%, the funding markets dismiss reveal value. 

Litigation method is dull and long. 

• Grade A quality premium space is limited: Less quality portfolio to the people they support. 

The present inventory faces continuous degradation, or even renovated. This is the 

important reason 'Build to suite' is an integral strategy. 

• COVID 19: The international investment flows are interrupted. It takes some time for your 

'new normal' to become 'normal'. Investors will need to re-plan and re-project their 

investment strategies. The retail and hotel standpoint REIT portfolios have confronted 

major effect on their cash flows. They will gradually recover in the article vaccine universe, 

but their anticipated REIT willingness was pushed farther in the future with a few years. 

 

Conclusion: 

Securities and Exchange Board of India appears to have embraced a thorough approach in creating 

those strong regulations to align them not just in synch with global norms but also on the grounds 

of all the company requirements of business players. If Indian REITs guarantees transparent, 

controlled, professional management of property with low price ratio global investor with large 

balance sheets will comprise more of the diversified asset class into their portfolios. India's 

improving ease of doing business standing, increasing domestic demand, using a humungous 

middle-class people, compact indirect taxation strategy and internationally competitive corporate 

tax rate help fortify the investment chance debate. Global institutional capital, in desire of 

profitable investment yields, have spent in substantial capital amounts to get expansion India has 

enormous development potential in commercial property due to a need pull fuelled by a big, 

talented youthful people. Massive funds want to select Equity positions, public or private, within 

this expansion atmosphere. With youthful working people and rising middle course gives an 

integrated requirement, India has a promising expansion narrative and access to international 

capital. Investors are increasingly seeking to income equilibrium, performance criticality and job 

density as crucial arbiters to strength level danger. Post COVID, the strongest growth in investment 

activity is very likely to be seen in warehousing and information centres sections, followed closely 

by industrial office space and residential division. COVID will alter the essence of investing. 

Investors are more most likely to accommodate themselves in the modified world purchase - 

distressed asset purchases, structured fund products, loan purchases and big opportunistic prices 
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are most likely to become more widespread. Continuous policy reforms at the Real Estate industry 

have taken India into the 34th position in the Global Real Estate Transparency Index (GRETI) 

2020. REITs in India have pushed the essential institutionalization of Indian property. Coupled 

with all the powerful record of REITs, is anticipated to bring about the rising confidence of 

international capital and invite them to invest in India. 
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