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Abstract

The Indian real estate sector has traditionally relied on informal and fragmented funding
channels, resulting in liquidity constraints and limited investor participation. Globally, Real
Estate Investment Trusts (REITs) have emerged as innovative investment vehicles providing
diversification, transparency, and stable income. In India, however, REIT adoption has been
gradual, with regulatory, taxation, and awareness barriers slowing their expansion since their
formal introduction in 2014 by SEBI. This study investigates the challenges and prospects of
REITs in India, drawing insights from secondary data and existing scholarship. The analysis
underscores the transformative potential of REITs in institutionalizing real estate funding,
reducing developer debt, and attracting global capital. Findings highlight gaps in regulatory
clarity, taxation policy, and investor awareness as critical barriers, while opportunities lie in
urbanization-driven demand, foreign direct investment inflows, and SEBI’s evolving
regulatory framework. The paper suggests a multi-stakeholder approach involving
policymakers, regulators, and investors to unlock REITs’ full potential in India’s real estate
sector.
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Introduction

The real estate sector plays a pivotal role in economic development, contributing significantly
to employment, urbanization, and infrastructure growth. However, in India, the sector has
historically been characterized by informality, limited access to capital markets, and
overdependence on private borrowing. The 2008 global financial crisis exacerbated these
vulnerabilities, exposing the need for structured and transparent financing mechanisms.

Globally, Real Estate Investment Trusts (REITs), established in the United States in the 1960s,
have evolved as robust financial vehicles offering liquidity, diversification, and professional
management of real estate assets. Countries such as the U.S., Australia, and Singapore
demonstrate how REITs can institutionalize property markets, attract global investment, and
enhance governance standards. In contrast, India formally introduced REITs only in 2014
under SEBI’s regulatory framework.

Despite their potential, REITs in India face numerous challenges. These include taxation
ambiguities, regulatory hurdles, low retail investor awareness, and a limited base of income-
generating assets. At the same time, opportunities exist in the form of rapid urbanization,
growing investor appetite for alternative assets, and policy reforms that promote

transparency.

This paper aims to analyze the challenges and prospects of REITs in India, situating the
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discussion within both global experiences and local realities.

Objectives

o To review and analyze existing literature on the development, challenges, and
prospects of Real Estate Investment Trusts (REITs) globally and in India.

o To identify research gaps and draw insights that can guide future studies and policy

formulation on REITs in India.

Scope of the Study

This study focuses on the Indian REIT framework, using secondary data from SEBI
guidelines, government policies, and academic literature. Global experiences of REITs are
reviewed for comparative insights. The scope is limited to the role of REITs in commercial
real estate funding, excluding detailed analysis of other allied financial instruments such as
Real Estate Mutual Funds (REMFs) and Mortgage-Backed Securities (MBS).

Research Gap

Although several studies have examined the role of Real Estate Investment Trusts (REITSs)
globally and in India, most of the existing literature remains focused on national- level
regulations, taxation frameworks, and broad market trends. There is limited empirical
evidence that addresses city-specific opportunities and challenges faced by investors and
developers, particularly in metro cities of Maharashtra such as Mumbai and Pune, which are
major commercial hubs. Critical aspects such as investor awareness, developer readiness for
asset monetization, state-level taxation impacts, and valuation transparency at the metro level
remain underexplored. This gap highlights the need for a focused analytical study that
investigates the prospects and constraints of REITs within Maharashtra’s metropolitan context,
thereby contributing localized insights to guide both policy makers and market participants.

Literature Review

Globally, Real Estate Investment Trusts (REITs) have emerged as innovative instruments
offering diversification, liquidity, and steady income while enabling access to real estate
without direct ownership (Ling & Archer, 2013; Ghosh & Sirmans, 2017). Mature markets
such as the U.S., Singapore, and Australia demonstrate their success, backed by robust
regulations and high investor awareness. In India, REITs were formally introduced in 2014
under SEBI regulations. Early studies emphasized regulatory frameworks (Jain & Sharma,
2015), while recent research has examined performance, investor sentiment, and viability
(Aggarwal & Kaur, 2020). Despite their benefits, adoption has been slow due to low
awareness, regulatory uncertainties, and market immaturity. Current scholarship highlights the
need for stronger policy support, investor education, and governance mechanisms. Studies
also note REITSs’ potential role in boosting urban development and economic growth—areas
often overlooked in mainstream research. Overall, the literature positions REITs as a
transformative but underutilized financial tool in India, requiring coordinated efforts across
policy, markets, and investors to realize their full potential. (Dr. Richa Tiwaril, March 2024)
Real Estate Investment Trusts (REITs) have evolved as a strong asset class providing liquidity,
transparency, and income opportunities. In India, however, REIT adoption has been slow,
shaped by SEBI’s phased regulatory attempts since 2007 and formalized in 2014. Unlike
mutual funds, which matured rapidly, REITs and related instruments such as Real state
Mutual Funds (REMFs) have struggled despite India’s high real estate potential and low
mortgage penetration. Studies highlight persistent barriers to REIT growth in India, including
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low liquidity, weak investor confidence, regulatory and tax uncertainties, limited awareness,
and gaps in legal infrastructure. Scholars argue that policy reforms—especially around capital
gains tax, stamp duty, and foreign investment rules—are crucial for REIT viability. Beyond
addressing funding gaps in housing, REITs are also viewed as instruments for developer exits,
financial inclusion, and broader application across commercial, healthcare, and infrastructure
assets, in line with global practices. Complementary instruments such as RMBS, reverse
mortgages, and housing microfinance are also suggested to improve liquidity in the sector. (K,
April-June 2014)

The Indian investment landscape is witnessing rapid transformation, driven by increasing
financial literacy, digital penetration, and regulatory reforms. Within this shift, Real Estate
Investment Trusts (REITs) have emerged as a novel instrument offering investors exposure to
real estate without the constraints of direct ownership. Globally, REITs have achieved
maturity in markets such as the U.S., Singapore, and Japan, providing liquidity,
diversification, and stable income through professionally managed, income-generating assets.
(Kumar2, May-June 2023 )

In India, however, REIT adoption remains nascent. Literature consistently highlights their
potential to bridge traditional real estate and capital market instruments, offering advantages of
diversification and tradability absent in direct property investment. At the same time, barriers
to expansion persist. Studies note limited availability of institutional-grade, rent- yielding
assets, high compliance and regulatory costs, and low retail awareness. These factors
collectively slow adoption despite favorable macroeconomic conditions. (Chakrabarti, March,
2016.)

The role of Real Estate Investment Trusts (REITs) in addressing long-standing funding
challenges in India’s real estate sector has gained prominence in recent literature. Post the
2008 global financial crisis, which exposed the sector’s liquidity vulnerabilities, REITs have
been viewed as a mechanism to diversify funding sources and attract institutional capital.
Historically, the Indian real estate market has been fragmented and heavily dependent on
informal financing, with limited foreign investor participation until recent liberalization. The
introduction of SEBI’s REIT Regulations in 2014 marked a significant milestone, laying the
foundation for structured and regulated investment in commercial real estate. Unlike mature
markets such as the U.S., Australia, and Japan, India is still in an early stage of REIT
development, with a limited asset base and fewer listings. Literature identifies REITs as not
only funding tools but also strategic instruments to channel global capital, support
urbanization, and enhance housing affordability. Despite this potential, barriers remain,
including taxation complexities, unclear valuation norms, transparency concerns, and low
retail investor awareness. These challenges continue to constrain the growth and effectiveness
of REITs in the Indian financial ecosystem. (Oh., March 2023)

While much of the existing literature views Real Estate Investment Trusts (REITs) primarily
as investment vehicles for liquidity, diversification, and income generation, some studies
adopt a legal and theoretical perspective. These works highlight structural features of REITsS,
such as the mandatory dividend payout rule and immunity from hostile takeovers, which
though seemingly inefficient from a corporate governance lens serve as governance
mechanisms. By reducing agency risks, mitigating conflicts among heterogeneous investors,
and enhancing managerial accountability through market trust rather than shareholder control,
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these features are argued to underpin REIT stability and growth. (D., February 2017,)
Another strand of literature evaluates REITs not only as financial instruments but also as
products shaped by investor behavior, financial literacy, and market readiness.

These studies emphasize that REITs provide distinct advantages over direct real estate
investment, such as greater liquidity, lower entry capital, diversification, and ease of trading.
However, they caution that REITs are not mere substitutes for real estate ownership, as they
come with their own risk—return profile and are heavily influenced by market sentiment. In the
Indian context, the literature highlights persistent barriers: low awareness among retail
investors, cultural biases favoring physical property, modest return expectations, and the
challenges of a still- maturing financial ecosystem. While SEBI’s regulatory role is recognized
as central to REIT development, these works argue that policy incentives alone are
insufficient. Building investor trust through transparency, education, and consistent market
performance is seen as equally critical for ensuring REIT success in India. (Corgel)

Financial economics literature on REITs spans investment behavior, financing decisions, and
risk—return characteristics. Early research (1970s—1980s) examined REIT performance
relative to stocks and their diversification benefits in mixed-asset portfolios, establishing
REITs as both income-generating tools and strategic portfolio assets. As markets matured,
studies focused on return-generating processes, institutional portfolio integration, and price
discovery between public REIT markets and private real estate. A recurring debate concerns
the “identity” of REITs—whether they behave more like equities or real estate a question
crucial for asset allocation decisions. Scholars note that while REITs may share return factors
with both, their precise dynamics remain unclear. From a corporate finance standpoint,
REITs’ tax-exempt status and mandatory distribution rules create a structured environment for
analyzing dividend policy, capital structure, agency conflicts, and managerial behavior under
constraints. Nonetheless, gaps persist regarding how REIT management decisions affect
market outcomes, and research remains limited on market anomalies such as IPO overpricing,
seasonal effects, and microstructure inefficiencies, highlighting opportunities for further
investigation. (Okoro, 20 March 2023)

Recent bibliometric and content-analysis studies highlight evolving research trends on REIT
performance and risk, particularly post the 2008 Global Financial Crisis. Key research hubs
include Australia, Italy, Singapore, Canada, the U.S., and the U.K., though global
intercontinental collaboration remains limited. Core themes in the literature focus on portfolio
performance, risk management, capital structure, corporate governance, efficiency metrics,
and asset allocation strategies. These studies indicate a shift from traditional return-focused
analysis toward integrated risk—return optimization, reflecting REITs’ hybrid nature as
instruments blending characteristics of real estate and equities. Underexplored areas include
macroeconomic shocks, cross-market risk spillovers, co-movement with other asset classes,
risk-adjusted performance measures, and investor and manager behavioral dynamics. Overall,
the literature increasingly views REITs as risk-sensitive portfolio components shaped by
market cycles, governance structures, and global uncertainties. (Harris, 2019)

A longitudinal study evaluating REIT performance from 1990 to 2010 using Data
Envelopment Analysis (DEA) indicates that most REITs operate under decreasing returns to
scale, suggesting that rapid asset growth does not necessarily improve efficiency. Factors

such as international diversification and self-advised REIT structures are shown to reduce
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operational efficiency. The 2007-2010 financial crisis further negatively affected performance,
particularly in property-specific sectors. The study questions whether REITs are the most
efficient vehicles for real estate investment and highlights the need for comparative analyses
with alternative real estate investment models to better understand efficiency determinants.
(Kaur, February 2021)

Extensive research highlights REITs as a hybrid financial instrument combining real estate
and financial market advantages, offering liquidity, transparency, and portfolio diversification
(Brueggeman & Fisher, 2005; Ling & Naranjo, 2015). Mature markets such as the U.S.,
Australia, and Europe have seen institutional investors drive REIT growth through well-
regulated frameworks, with effective price discovery and investor confidence mechanisms
(Fisher et al., 1992; Quan & Quigley, 1991).

REITs’ performance and risk profiles have been examined across portfolio risk management,
capital structure optimization, and corporate governance, demonstrating stable income yields
and diversification benefits. Market shocks, including the 2008 financial crisis and COVID-
19 pandemic, revealed vulnerabilities and emphasized the need for adaptive risk management
strategies (Nguyen et al., 2023).

In emerging markets like India, REIT adoption remains nascent due to limited institutional-
grade assets, regulatory evolution, and low investor awareness (Sharma & Jain, 2021).
Efficiency studies reveal that rapid asset growth does not guarantee improved operational
efficiency (Smith & Johnson, 2010), and competitive pressures may impede performance.
Nonetheless, SEBI regulations are aligning with global standards, fostering investor protection
and governance. Key opportunities for institutional investors include access to commercial
real estate markets, structured exit options, portfolio diversification, risk

mitigation, and enhanced operational control relative to private equity investments (Kumar &
Gupta, 2022).

Conclusion

The literature on Real Estate Investment Trusts (REITs) highlights their global significance as
a structured investment vehicle offering liquidity, diversification, stable income, and
professionalized real estate management. Studies show that in mature markets such as the
U.S., Singapore, and Australia, REITs have successfully bridged the gap between traditional
real estate and capital markets, benefiting both investors and developers. In the Indian context,
however, REITs are still at a nascent stage. While SEBI’s 2014 regulations provided a
structured framework, adoption has been slow due to factors such as limited investor
awareness, regulatory and taxation uncertainties, constrained availability of high-quality
assets, and low retail participation. Scholars emphasize that REITs can serve as a strategic
tool for deepening capital markets, attracting institutional investment, improving governance,
and reducing funding pressures for developers.

The literature also underscores challenges specific to India, including asset valuation
ambiguities, compliance costs, and cultural preferences for direct property ownership. Despite
these hurdles, REITs present significant opportunities as instruments for economic

development, infrastructure growth, and professionalization of the real estate sector.

Findings
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o REITs can institutionalize the fragmented Indian real estate market by attracting both
domestic and foreign investors.

o Current adoption remains slow due to tax inefficiencies (e.g., capital gains, stamp duty)
and regulatory bottlenecks.

o Retail investor participation is low, primarily due to limited awareness and cultural
preference for physical real estate ownership.

o Urbanization, infrastructure development, and global investor interest present

significant opportunities for REIT growth.
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