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he REIT’s regulations natified in
the second half of 2014 has not
found any takers sofar. However,
the Indian Government seems commit-
ted to this cause as is evi-
dent with the raft of chang-
es, particularly from a
2 taxation perspective, an-
nounced in the last 2 Union
Budgets.
Real estate has always
g beunthafanmedassetclnss
for Indian investors. How-
ever, the large ticket size
and the segment’s illiquid nature acted
as a deterrent to an extent. For in-
stance, until a few years ago, it was
impossible to imagine for a small time

real estate with a mere Rs 2lakh in his
Kitty. This has however become a real-
ity today with the announcement of

the REIT regulations. Investors now

Vikram will have options to invest and own
CEO - HDFC Realty portions of large annuity vield
: bearing assets - shopping malls,
5 eal estate usually . hotels, office buildings, something
“ amounts fo a larger part " which was otherwise out of reach
oi‘ mmfmént for a pru- ~ for most of them.
de r It fulfils the aspi- .
ration value for an investor | Besides the low entry
and dependingon asset class, it :ost. RE|T'S Wlll help
also generates significant yield inve:
based returns. It is a necessity and whsn smartly in- — o Diversu‘y at re-
wvested, yields into great returns. “® * duced risk.
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How it compares to gold or the share g o annuity income
market? as the underly-

investment instrum their own positives and
negatives which includes avenues such as gold o Y . = 2 B () " Y |
estate. Though real estate traditionally. dy | i : i L
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Jong term investment as compared to gold as far as Tiqui-
dation is concerned,
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ing assets would
have long signed
leases with its
tenants,
® Liguidate invest-
ments within a rea-
sonable time-frame as
the RIET units will be
listed.

@ Avail professional asset man-
agement services and get spared
from the hassles of due diligence,
complicated naper work and multi-
‘ple taxes.

Dual benefits
Another key aspect which wﬂleventu-
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retail investor to have a stake in actual

will find REIT’s attractive is the ex-
pected retiurn on investment. On this
front, an investor is expected to get the
dual benefits of annuity returns and
potential capital appreciation on exit
either due toupward revision of rental
income or yield compression.

Presently, rental vields on good com-
mercial properties in India
average between 9 to 11%
based on the quality of the
asset, its Jocation, develap-
er, ete. As per its constitu-
tion, a REIT is required to
distribute 90% of its income
asdividendsand to thisend;
the recent waiver of divi-
- dend distribution tax an-
nounced by the government has boost-
ed the attractiveness of REIT’s.

Good returns

The net annual return after all REIT's
costs/ charges in the hands of the in-
vestor is expected to be in the range of
7%-9% whereas the overall return is
likely to be in double digits owing to
¢apital appreciation. This makes RE-
IT's quite attractive when compared to
say bank deposits where the current
long term returns are below 7.5% and
expected to fall further as interest rates
are on a downward trend.

Liguidity

From the industry perspective, REIT’s
specifically, will provide developers
with an avenue to monetize completed
assets and to raise capital. This will
infuse liquidity in the system which
will not only give a fillip to develop-
ment of more real estate and infra-
structure, but it should also help in
bringing cost and consequently prices
down.

Transparency
It may also increase the transparency
in the sector which is infamously
known for its difficulty in accessing
information - REIT's will make it easi-
er to get accurate information on prop-
erty ownership, rentals and yields.
Thus, RIET's bodes well for attract-
ing and sustaining foreign invest-
ment and creating a congenial envi-
ronment for development of a
structured real estate investment
market in India. Perhaps, anew chap-
ter-is about tounfold.




