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Issues in Real Estate

Information Asymmetry

Buying is Easy, Disposal is Difficult

Once you Buy, its your Problem now 

Maintenance Headache

Vacancy Fears !



Solution…



REIT – Real Estate Investment Trust 

• REITs are a globally accepted, liquid, 
highly-governed and tax-efficient product to 
invest in commercial and other real estate, 
through a publicly traded unit

• REITs are tax efficient vehicles that are 
required to distribute atleast 90% of their 
cashflows atleast semi-annually

• REITs own, operate and/or manage income 
or rent generating real estate assets 

Source - IRA



Why Invest in REITs ?





Source - PwC



What’s in it for Stakeholders

Source - PwC



How does a REIT generate Returns !

Source - IRA





REITs : Globally Accepted for 60+ Years 
42 Countries, 940 Listed REITs, Market Cap USD 2 trillion !

Source - IRA



Global REITs by Numbers …

Source - NAR
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Slow Initial Response, Later Exponential Rise

Source – JLL





REITs & India 

USA EUROPE INDIA 

Population 34 cr 74 cr 144 cr

GDP (nominal) USD 28 tn USD 19 tn USD 3.9 tn

GDP Growth 1.60 % 1 % 7.60 %

Nos of REITs 225 67 04



Source - Colliers
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Source – NSE Closing Feb 2024



Source - Colliers

Micro Market wise share of REITable Stock



Source - Colliers
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SEBI Regulatory Framework
Acquisition or Sale Price of an Asset cannot be higher than 110% or lower than 90% of the average valuation of 2 Independent Valuers 

Source - SEBI



Market Potential for Indian REITs

Source - Colliers



Only 14% of Listed Indian RE Value is REITs

Source - IRA



Source - IRA

Comparative Analysis 



Investing in Indian REITs

• Any Investor with a DEMAT Account can Invest

• Listing on both BSE and NSE through an IPO

• Domestic, Foreign, Retail, Institutional Investor – can buy REITs

• Buying and Selling through Demat Account like equity shares 



1. SPV which has not opted for concessional tax regime of 25.17% u/s 115 BAA is exempt in the hands of unitholders
2. However such proceeds need to be reduced from the cost of acquisition of the units 
3. LTCG 10%  , STCG 15% subject to taxability under applicable DTAA for non residents  

Taxation – REITs 



REITs are Attractive on Post Tax Yield basis 

Source - IRA



Embassy REIT – India’s First, Asia’s Largest (O)



Mindspace Business Parks REIT – Raheja 



Brookfield India REIT – 1st Institutionally Managed 



Nexus Select Trust – India’s 1st Listed RETAIL REIT



Four Listed REITs in India 





Key Take Away

• RERA + REIT = Institutionalisation of Real Estate Sector 

• REIT = Safe, Secure, Stable returns on long term basis

• Backed by “Real” Estate, not some piece of paper or promise

• REITs will  replace Residential as preferred Investment Option

• Rent Escalation almost 5% pa or 15% every 3 Years 

   (hence Capital Appreciation)

• REITs can offer 12-14% annual returns over long term

• PE can divest/exit portfolio in preferred 7-10 years 

   (instead of 1 Asset)



Fractional Ownership



Source - Colliers
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Models of FO !
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Source - KPMG



Fractional Ownership Platforms !



Source - KPMG
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Story So Far 



Source - EY



SM REITs Structure 

Source - EY



Key Changes

1. Reduced minimum ticket size to Rs. 10 lakhs (FO had Rs. 25 lakhs)

2. Democratising – minimum Investors 200, max 25% by 1 investor

3. Asset Value 25cr to 500cr 

4. Scheme Concept, each scheme has specific asset, investor chooses

5. Different Asset Types owned by SM REITs, more diversity

6. No Fly by Night operators, skin in the game

7. Investment Managers net worth minimum 20 crs (10cr in liquid)

8. 2 years experience in RE Fund Management 

9. Ready Rent Yielding Projects to get 95% investment 









Investment Manager

Net-worth

• Sponsor, the minimum net worth requirement of the investment manager shall be at least 
INR 20 cr

• Of the above at least INR 10 cr shall be held in the form of positive liquid net worth 

Experience

• Shall have at least two years’ experience in the real estate industry and/or fund 
management in real estate

• Incase if the investment manager is unable to meet experience requirements, it may employ 
at least two key managerial personnel, each of whom must have not less than five years’ 
experience in the real estate industry and/or real estate fund management



Investment by SM REITs

• Under construction properties will not be permitted

• At least 95% of the value to be invested in completed and revenue generating 
real estate properties at all times

• The balance 5% can be deployed in unencumbered liquid assets

• 95% net distributable cashflows of the SPV shall be distributed to the scheme 
and this will have to be entirely distributed to the investors

• The distributions are declared at least once in every quarter



Waterfall Mechanism – SM REITs



Cash Flow Mechanism

Source - PwC



Taxation – Entry & Exit

Source - PwC



Taxation – Distributions

Source - PwC



Taxation – Distributions

Source - PwC



Taxation – Distributions

Source - PwC
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Migration of Existing Investors to SM REITs

• Registration of SM REITs with SEBI will be within six months from date of official 
regulation

• For migrating the existing Fractional owners to MSM REITs further six months from the 
date of above certification

Date of official 
regulation

Last date for MSM 
REIT registration

Last Date for migration 
of existing FO’s to 

MSM REIT Structure

6 months 6 months
(from the date 
of certification)

• Minimum Unitholding of IM and Lock-in of Units will not be applicable



Disclosures for Investors 

• Investors shall have voting rights which will be on pro-rated basis.

• Latest audited reports, valuations report will also be shared on an annual 
basis 

• Investors have been conferred upon several rights with regards to voting in 
all key decisions such as additional property purchases, changes in auditor, 
valuer, trustee, fee structure changes etc

• An Investor Grievance Portal will be available to investors which will be 
governed by SEBI



Others 

• IM and sponsor will be the same to help reduce compliance costs 
and burden

• Issue period shall not be more than 30 days

• SM REIT shall not offer any incentive other than business 
transaction

• Multiple SPVs can be under one scheme

• Fees for initial offer to be paid to SEBI, at the time of scheme 
registration, will be higher of 0.1% of total issue size, or INR 5 lakhs

• Total Expense Ratio (TER) to be disclosed during the initial filing 
with SEBI – fees made by Platforms



Source - Colliers
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The Future ….

•  Residential Real Estate (as in investment) – INR 80 Lakh crore

• Mutual Fund AUM – INR 51 Lakh crore  (31st December 2023 as per AMFI)

• Fixed Deposit – INR 176 Lakh crore as per RBI as on 29th December 2023

• SM REIT – (Currently 4000 crore.) future - “Sky is the limit” 

Source - Colliers



Future of SM REITs

• Office

• Ultra Luxury Homes

• Second Homes, Villas

• Industrial, Warehousing 

• Datacentres

• Retail 

• Student Housing 

• Senior Living

Source - Colliers
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Thank You
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