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More active retail interest, assets
expansion and new entries on the cards

By ANGIE N

PETALING JAYA: After two quiet years in the
local real estare investment trust (REIT) mar-
let, industry players are haping [or & hetter
year in 2010 through rmore active rezail inter-
st assel expansion plans, and entry of new
players.

According to Malaysian REIT Managers
Association [MREMA] protem comimirtee chair-
man Stewart LaBrooy, news of some existing
REITs' plans to grow their portfolios after atwa
-year hiatus is encouraging.

Quite a number of REITs have plans to
expand their asset portfolio, with expansion
by LOA REIT, AmanahRaya REIT and Al-Agar
REIT t involve new investiments of RM1bil

He said RETs would have better upside
yields accretion potential if they had steady
portfolio expansion through regular strategic
assel acguisikions.

On whether raising enough funding for their
asset expansion plans still posed a challenge to
REITs, LaBrooy said; “Since Lhe global financial
cTisis, there has been a game change on the
regulatory enviromment that is helping REITs
and capital markers cope with issues like faster
capital raising and more self regulation.”

“although  under existing  Securities
Commission (5C) rules REITs can place out
new units of only up to 20% of their unit base
and it can be done only once every 12 months,
the SC is prepared to grant specific approval to
REITs to raise additional capizal within 12
months on 2 case to case basis” he toid
SrarBiz.

1t is poussible that with tse upcoming capilal
raising plans and new listings, thers is poten-
tial for the market size to be increased to
RM18bil [rom the current RMSbil,

LaBrooy said if the listing of a few more size-
able HEITs took place by this year-end, it
would further add to the depth and liquidity of
the niarket.

The upcoming REITs include the Sunway
REI which is eslimated to have assel value of
around Rii4bil and Malaysia’s first cross-bor-
der REIT, the RM1bil Qatar REIT.

“The coming oustieam of these new players
will inject a lot of liguidity into the markel.
This will create more excitement in the REIT
sector in terms of size and asset class diversifi-
cation and should place REITs on the radar of
mare local retail investors and larger foreign
funils,” added LaBrooy, who is also Axis REIT
Managers Bhd chief executive officer.

Currently, retail investors only account for
10% to 15% of the total REITS' market capitali-
sation of close to RMBbil. The biggest portion
comes from institutional investors who
account tor close to 60% and REITs promoters
al 25%,

To promote sreaier rrading interest and
valume tor REITS, the target is o raise the
retail portion to 40% of the market capitalisa-
tion.

“iWith the huge liguidity in the local system
now, there is huge potential to expand the
retail interest for REITs,” LaBroay said.

He added that retail investors wers gener-
ally ill informed of the benelils of investing in
REIT:. “Investor cducation is essential and a5 4
result the MRMA, has undertaken to conduct
an investor outreach programme, 5o far we
have conducted public roadshows in Penang,
Ipoh. Klang Valley and Malacca, Our next road-
show will be held in Kuching on May 87
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with the tetail investor, there was a need for
more liberalisation on the regulatory frant and
the removal of the withholding rax for indi-
viduals,

Currently, botl local and foreign retail inves-
tors have to pay 10% witholding tax to the
Government.

He said the recently established MRMA, |

with nine out of the 11 REIT managers as
members, would engage Lhe regulators to
averhaul the prevailing regulations and speak
as an industry body on fax issues affecting
REITs in Lime for the 20171 budget.

On challenges ahead, LaBrooy said: “The
biggest challense for local REIS is to reach a
size of USE500mil and grow beyond this, This
is the minimum requirement if we are to
atrract foreign funds Lo our market and has to
be an aggressive slrategy for each manager.

“To achieve this, the REITs have to have four
conditions in place - stock price that trades at
a premium to oet assel value (NAV), so that
capilal can be raised in a non- dilutive manner:
an identifiable pipeline ol few assets to
acquire; market yield that is achievahle at the
time of acquisition; and a recovery in the bond
marlel so that new sources of financing can be
obtained wirhour reliance on bank lending,”
he pointed out.




