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 ABSTRACT

International trends have seen a massive proliferation towards adopting Real Estate Investment Trusts (REITS) as the preferred investment vehicle with more and more countries seeking to align their property regimes in this direction. South Africa’s two property investment vehicles, being Property Loan Stock Companies and Collective Investment Schemes in Property, act similar to a REIT by way of being a total flow through vehicle. However the manner and form in which these two entities are regulated are vastly different not only from REITS but also from one another, which in turn has led to a largely fragmented and partially regulated property investment landscape in South Africa. The effect of these anomalies has contributed to the cause of why very little flow of foreign investment heads towards this sector in South Africa. The National Treasury is currently in the throes of promulgating REITs legislation and South Africa therefore stands on the precipice of being the latest country to adopt REITs as its new dispensation, which includes both a new regulatory and tax framework. 

The Literature review incorporates a wide range of topics as a basis for understanding the concept of REITs including the fundamental principles and characteristics of REITs as an investment vehicle; international trends and lessons learnt over recent years in creating rules for the adoption of a REITs framework; and the current South African property investment landscape including the legislative anomalies motivating the need for change. Finally this Research Report’s empirical study assesses the National Treasury’s recommendations for REITs as a Exploratory Study incorporating the comments received from local industry to test and challenge the proposals of the National Treasury for a South African REIT framework. 

The Conclusion of this research report is that the National Treasury has not created an exhaustive REITs blueprint that would be readily adopted by the listed South African property investment sector. What is more the transformation required by the Property Loan Stock (PLS) sector is far greater than that required of the Collective Investment Schemes in Property (CISPs), due the latter already being widely recognised as a REIT. However this report does show that the value of the Discussion Paper lies in that it has created the appropriate platform between the National Treasury and local industry to mutually encourage open dialogue between the various stakeholders and in so doing collectively forge the appropriate rules and regulations that would not only best enhance the interest of the policy makers but also compliment the unique nature of the existing structures in the South African property landscape and therefore not result in an unnecessary loss of value in the adoption process.
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