
Investor FAQ – Real Estate Investment Trusts (REITs) in India


1. What is a Real Estate Investment Trust (REIT)?
A Real Estate Investment Trust (REIT) is a trust structure that owns, operates, or finances income-generating real estate assets such as office buildings, business parks, retail malls, warehouses, or hospitality assets.
REITs allow investors to invest in large-scale commercial real estate through tradable units, similar to investing in equity shares.
In India, REITs are regulated by the Securities and Exchange Board of India under the SEBI (Real Estate Investment Trusts) Regulations, 2014.


2. What are the key objectives of a REIT?
The primary objectives of a REIT are:
· To generate stable rental income from commercial real estate assets
· To distribute regular income to investors
· To provide investors with liquid access to real estate investments


3. How does a REIT structure work?
A REIT generally operates through a three-tier structure:
1. Trust – Holds the real estate assets for the benefit of unitholders.
2. Manager – Responsible for asset management, acquisitions, leasing strategy, and overall operations.
3. Trustee – Ensures that the REIT operates in compliance with regulations and safeguards the interests of investors.
The REIT typically holds assets through Special Purpose Vehicles (SPVs).


4. What types of properties can REITs own?
REITs can invest in various income-generating real estate assets including:
· Office parks
· Retail malls
· Warehouses and logistics parks
· Hospitality assets
· Data centers
In India, REIT portfolios are currently primarily focused on Grade A office assets.





5. How do REITs generate income?
REITs generate income primarily from:
· Rental income from leased properties
· Interest income from SPVs
· Other property-related income
This income forms the basis of cash distributions to unitholders.


6. What are the key regulatory requirements for REITs in India?
Under SEBI REIT regulations:
· At least 80% of the value of the REIT assets must be invested in completed and income-generating properties
· Up to 20% may be invested in under-construction assets, debt securities, or other permitted investments
· At least 90% of net distributable cash flows must be distributed to unitholders


7. What is Net Distributable Cash Flow (NDCF)?
Net Distributable Cash Flow (NDCF) represents the cash available for distribution to unitholders after deducting:
· Operating expenses
· Interest payments
· Taxes
· Maintenance capital expenditure


8. How frequently are distributions paid?
REITs typically distribute income quarterly or semi-annually, depending on their distribution policy.


9. What are the components of REIT distributions?
Distributions may include:
· Interest income
· Dividend income
· Return of capital
Each component may have different tax implications for investors.







10. How can investors invest in REITs?
Investors can purchase REIT units through stock exchanges such as:
· National Stock Exchange of India
· BSE Limited
Units are traded in a manner similar to equity shares through a Demat account.


11. What are the benefits of investing in REITs?
Key benefits include:
· Regular income through distributions
· Exposure to institutional-grade real estate
· Liquidity through exchange listing
· Portfolio diversification
· Professional asset management


12. What is Net Asset Value (NAV)?
Net Asset Value (NAV) represents the total value of the REIT’s assets minus liabilities, divided by the number of outstanding units.
NAV provides an indication of the underlying value of the REIT portfolio.


13. What is Occupancy Rate?
Occupancy rate refers to the percentage of leased space within the REIT’s portfolio.
Higher occupancy generally indicates strong tenant demand and stable income generation.


14. What is Weighted Average Lease Expiry (WALE)?
WALE (Weighted Average Lease Expiry) measures the average remaining lease tenure across all tenants in the portfolio.
A higher WALE indicates greater income visibility and stability.


15. What is Net Operating Income (NOI)?
Net Operating Income (NOI) represents the income generated from properties after deducting operating expenses but before financing costs and taxes.
NOI is a key indicator of property-level profitability.






16. What role does the Sponsor play?
The Sponsor:
· Establishes the REIT
· Contributes initial real estate assets
· Typically retains a minimum ownership stake as required by regulation
This ensures alignment of interests with investors.


17. What role does the REIT Manager play?
The Manager is responsible for:
· Asset management
· Leasing strategy
· Property operations
· Acquisition and divestment decisions
· Capital allocation


18. What role does the Trustee play?
The Trustee:
· Holds assets on behalf of unitholders
· Ensures regulatory compliance
· Oversees the activities of the Manager


19. How are REIT assets valued?
REIT properties are valued by independent registered valuers.
Valuations are typically conducted:
· Twice annually
· Whenever significant transactions occur


20. What are the major risks associated with REIT investments?
Key risks include:
· Vacancy risk
· Tenant concentration risk
· Economic downturn affecting office demand
· Interest rate fluctuations
· Regulatory changes





21. What is tenant concentration risk?
Tenant concentration risk arises when a significant portion of rental income is derived from a limited number of tenants.
Diversification of tenants helps mitigate this risk.


22. How are REIT distributions taxed in India?
Tax treatment depends on the nature of the distribution:
	Distribution Component
	Tax Treatment

	Interest
	Taxable in the hands of investors

	Dividend
	Taxable depending on SPV structure

	Return of capital
	Adjusted against cost of acquisition


Capital gains tax applies upon sale of REIT units.


23. What factors influence REIT performance?
REIT performance is influenced by:
· Occupancy levels
· Rental growth
· Asset quality
· Tenant profile
· Economic conditions
· Interest rate environment


24. Who regulates REITs in India?
REITs in India are regulated by the Securities and Exchange Board of India, which establishes rules relating to:
· Listing
· disclosure requirements
· asset allocation
· investor protection


25. Why are REITs an attractive investment option?
REITs provide investors with:
· Access to large-scale commercial real estate
· Stable income streams
· Liquidity through exchange trading
· Transparency through regulatory oversight
They combine the income characteristics of real estate with the liquidity of publicly traded securities.

