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The first socialhousing rea estate investment trust could be up and running
as soon as May with an initial property portfolio of £250million.

The first social housingreal estate investment trust could be up andrunning as soon
as May withan initial property portfolio of £250 million.

A consortium of housing associations is to interview a major investment bank later
this month w hich has indicated it is willing to help shoulder the start-up costs of the
RET.

Peabody Trust, Affnity Sutton, Genesis and Harvest housing groups are amongthe
22 housing associations that have committed a quarter of a billion pounds to the
property investment vehicle.

Derek Joseph, director of Tribal Treasury Services, w hich is advising the consortium,
sad the initial set-up costs of the REIT could run into millions of pounds. Bringing in
an investment bankw ould help spread therisk he added. ‘The preferred banker is

now confirmed andw ill be presenting tothe consortium later this month.’

The consortiumw as also holdingtalks with Treasury officials in therun upto the May

launch date to ensure thatshared ow nership homes sold into the REIT w ould be
covered by the tax breaks it offers, Mr Joseph added.

Although the consortium has initially pledged £250 millionw orth of properties to the
RET the consortium expects to increase its value once itis up and running.

Housing associations outside the start-up group would alko be able tosell properties
into the tax transparent investment vehicle.

‘The consortium ow ns it but there is nothing to stop other [registered social landlords]
selling properties and managing properties for the REIT,” Mr Joseph said. ‘They can
sell their property to the REIT so they will make acapital gain and they can still
maintain management of the property.’

Simon Randall, a partner at Law rence Graham, the legalfirm advising the
consortium, said therew as ‘no limit' to the size of the REIT’s potential property
portfalio.

‘The REIT couldcome to be avery largevehicle. It would be able to borrow funds,
buy more property and attract more investment for potertial shareholders,” he said.
‘Other associations might like to put in some of their av nproperty. It could be used
as arefinancingvehicle. One could get quite good rates in terms of borrowings.’

Law rence Grahamw as also looking at developingthe RET into an alternative to the
housing private finance intiatve model. 'RETs as a whadle are quite intriguing, | think
they will have a much wider use,” Mr Randall said. ‘It could be for both the
refurbishment and new build.’

A burgeoning interest in the investment potential of the UK property market made it a
goodtime for investing in REITs, Mr Randall added.



‘l am aw arethere is huge interest in property worldw de. The USis now seen as less
atrractive. People withinterests in property are looking at increasing their w eighting in
[places] other thanthe US.’

The REIT model w ent live on 1 January, w th a number of commercialfirms
converting totrusts. The economist Kate Barker recommended their use as aw ay of

encouragingw ider investment in the affordable housing market.



