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Under US law, three types of real estate
investment trusts exist: equity REITs,
mortgage REITs and hybrid REITs. 

Such REITS may be formed as a corpo-
rate, trust or association. Annually, at
least 95 per cent of the REITs gross tax-
able income must derive from real estate-
related income, other interest and divi-
dend income and gains on securities.
Quarterly, at least 75 per cent of the value
of the REITs gross assets must consist of
real estate assets, cash and cash items
and US government securities. All REITs
are subject to a penalty tax of 100 per cent
on the gain from the sales or other dispo-
sitions of property as ‘dealer property’.

The majority of US REITs consist of
equity REITs. It is customary for such
equity REITs to invest in a specific type of
real estate and not be spread across dif-
ferent property typologies.

Initially introduced in 2007, UK REITs
have developed substantially in the last
decade. A UK group REIT encompasses
a group of companies with the objects of
carrying on a property investment busi-
ness with the scope of letting such prop-
erty to third party tenants. 

The UK now enjoys a number of larger
listed UK property companies that have
converted to UK REITs as well as the estab-
lishment of a number of start-up REITs.
Typically, UK REITs are inclined to focus on
definite property asset classes, such as

industrial property, commercial property
and residential property, excluding the let-
ting of owner-occupied construction. 

It is possible for a REIT established in
the UK to comprise real estate rental
business and other activities. 

First introduced in 2013, Irish REITs tend to
manage assets in their local market even
though it is possible for such REITs to hold
non-Irish assets. Irish REITs allow investors
to invest in a property portfolio as if they
owned the property directly (achieving tax
neutrality for investors) as well as allowing
them to hold a portion of a larger property
portfolio thereby achieving diversification
and reducing risk. It is possible for an Irish
REIT to have both a property rental busi-
ness and other activities. 

Irish REITs must distribute 85 per cent
of property-related income and by the
end of the first accounting period, at
least 75 per cent of the income and the
market value of the assets of a REIT

must be related to assets of the property
rental business. Post the first three-year
period, the REIT must conduct a property
rental business of at least three proper-
ties, with no one property accounting for
more than 40 per cent of the total mar-
ket value of the properties constituting
the business. It is interesting to note
again that a sort of ‘penalty’, where a
corporation tax is charged when an asset
is developed at a cost exceeding 30 per
cent of its market value and later trans-
ferred within three years of finalisation
of such development. 

Malta’s proposed REIT regime and its
details have not been announced yet.
However, such proposition is expected to
bring about several benefits, including
easier access to larger real estate invest-
ments for minor or average investors (an
investment in otherwise inaccessible
commercial properties); enhanced
investor transparency and specialised and

qualified property management. A reality
of the Maltese property market lies in the
fact that commercial property in Malta is
very illiquid. International investors’ real
estate appetite focuses on major metro-
politan centres rather than a small island
such as Malta. 

Interested local investors are few and
far between; Malta does not vaunt local
pension funds or family offices normally
interested in investing in such commercial
property assets and the few local insti-
tutional investors that have the resources
to invest in commercial real estate, such
as local insurance companies and invest-
ment funds, may already be near enough
or at their highest permissible apportion-
ment. The REITs regime will therefore be
very welcome in that it will permit the
unlocking of and release of such proper-
ties, hence providing alternative funding
solutions to such owners. 

Being listed on the Malta Stock
Exchange as a mandatory requirement
will provide investors with more regular
and transparent disclosures and one
assumes that Malta will have this as a
basic requirement. With regards to the
asset class, no decisions have been taken
yet on whether only commercial real
estate assets will be solely permitted or
whether both commercial and residential
assets will be allowed. 

With international REITs regimes having
been around for circa six decades, and with
benefits ranging from strong return poten-
tial, to better property management, to
enhanced liquidity, to higher dividend
returns and easier reach for more minor
investors, the introduction of REITs in
Malta is certainly welcome, especially in
light of the island’s booming property mar-
ket and local and international investors’
appetite to be part of the real estate story.
For more information on REITs around the
world, visit http://reits.chetcuticauchi.
com/reits-comparison
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