
International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-7, Jul.-2018 
http://iraj.in 

The Development and Preliminary Performance Analysis of Thai REITS  
 

10 

THE DEVELOPMENT AND PRELIMINARY PERFORMANCE 
ANALYSIS OF THAI REITS 

 
DALINA AMONHAEMANON 

 
Lecturer, Faculty of Commerce and Management, Prince of Songkla University, Trang Campus, Trang 

 
 
Abstract - Understanding the development and performance of Thai Real estate investment trusts (REITs) is crucial. REITs 
were first introduced to investors as an investment tool, which could produce high dividends with moderate risk. In order to 
gain a basic understanding of this new attractive financial tool in Thailand, the risk and return characteristics of REITs were 
analyzed and investigated and correlations between the returns from REITs and other investment assets were derived. This 
research explores Thai REITs data in both width and depth aspects. The results of this study will be of benefit to investors 
and provide important information to them when making decisions about investments in the Thai REITs market. Investors 
will know what information is relevant to the investment return of Thai REITs and can use this knowledge to improve their 
investment performance. 
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I. INTRODUCTION 
 
Apart from conventional direct investment in real 
estate, as is well known, there are various ways of 
investing in real estate such as open and closed -
ended funds, listed real estate companies and REITs 
(Obereiner and Kurzrock, 2012). There are a number 
of indirect real estate investmentin Thailandsimilar to 
REITs, which are properties trusts invested where the 
amount invested is more than 500 million THB in 
properties. The Stock Exchange of Thailand (SET) 
introduced property funds (PFUND) in 2003 as a new 
indirect investment tool(SET, 2015a).These 
investment vehicles were an tool to solve the 
illiquidity of real estate after occuring the Asian 
financial crisis in 1997. Even though, the REITs is 
well-known and concentrated worldwide investment 
vehicle, REITs had been planned for introduction in 
2007 to replace these property funds. However, the 
Securities Exchange of Thailand (SET) generally 
replaced the Property Fund for Public Offering 
(PFPO) withThai REITs on 1 January 2014(Jirapan 
Chorruk and Worthington, 2010).The rapid increase 
in the securitization of real estate through 
REITswhich are closed-end investment companies. 
REITs offer investors the opportunity to invest in real 
estate related assets, has caused a drastic change in 
the Thai real estate industry(Stock Exchange of 
Thailand,2015b). 
 
In recent years, Thailand has experienced in the 
political turmoil which real estate has been an 
attractive sector for investors and developers during 
unstable situation(Benjamas, Campbell and Emekter, 
2009).Nowadays, institutional investors in particular, 
prefer to invest indirectly in real estate because of the 
disadvantages of direct real estate investment, 
particularly its illiquidity (Ciochetti, Craft and 
Shilling, 2002; Lin and Yung, 2006; Maurer and 
Sebastian, 2002). Not only the disadvantage in direct 
real estate investment are low liquid assets, but also 

limited to a group of investors for a few reasons. 
First, the direct real estate investment requires a lot of 
money (Venmore-Rowland, 1990).Furthermore, the 
transaction cost for trading and the others costs for 
transferring such as the withholding tax, stamp duty 
or even the specific business tax in real properties is 
very high. In this case, the real estate agent’s 
commission in Thailand is around 3% of real 
property’s price. Last but not least, the restriction for 
foreign ownership over the real property. In Thailand, 
foreigners can buy condominium but not allowed to 
buy land.  Moreover, indirect real estate investments 
have some appealing characteristics compared to 
direct investments in real estate. First, direct property 
investment is characterized by low information 
efficiency and insufficient market 
transparency(Capozza, Seguin,1999), whereas the 
indirect real estate market is generally more 
informationally efficient, and has higher liquidity, a 
greater number of market participants, and smaller 
transaction costs. (Wilson and Zurbruegg, 2003). 
Second, the value of a listed real estate company is 
determined by daily demand and supply on the stock 
market and its share price is affected by investor 
sentiment(Chang, Chen, and Leung, 2011). In 
addition, since investing in direct real estate may not 
be viable for many Thai investors because of high 
capital requirements,investors with limited capital 
may choose to invest in property stocks as a means of 
accessing direct property as pointed out by Venmore-
Rowland (1990). The recent creation, in Thailand of a 
regulatory framework for REITs sheds light on the 
progress of REITs in Thailand. Thai REITs are 
expected to drive continued growth in the real estate 
market in Thailand in the future. 
 
In this paper, an overview of the development and 
performance of ThaiREITs will be presented and both 
the return and risk aspects of performance will be 
examined. However, REITsmarket is still very young, 
analysis of the Thai REIT market is not practicable 
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because of the lack of historical data. With this 
limited history, investors will be able to make 
decisions based on the accurate and timely 
information. This paper therefore examines the 
following questions: First, what is the risk and return 
performance and what are the specific characteristics 
of Thai REITs? Second, what is the risk-adjusted 
performance of Thai REITs compared to stocks, 
bonds and property companies?Therefore, in this 
paper, the existing problems of the ThaiREIT market 
will also be analyzedand the findings of his research 
have important implications for Thai and 
international investors as well as policymakers. 
 
II. LITERATURE REVIEW 
 
2.1 The history of REITs in Thailand 
Thailand’s real estate and capital markets are still not 
matured. The Stock Exchange of Thailand (SET) 
introduced Property Funds for Public Offering 
(PFPOs) in 2003. REITs are a more effective, 
attractive and transparent investment vehicle than 
property funds which they were designed to replace. 
The SET began planning to launch REITs in 2007, 
although they were not actually authorized until 
2014(NAREIT, 2016). 
 
Initial stage about Property Funds for Public Offering 
(PFPOs), Property funds are required to hold real 
properties at least 75% of their net asset value. They 
are allowed to invest in both freehold and leasehold 
real estate project, however, the construction of these 
real property projects must be located in Thailand and 
must be completed at least 80%.The fundamental 
return of property funds is mostly from the rental. 
The price appreciation of the invested real properties 
adds to property funds’ return. After Property funds 
have purchased, it is required to hold these real 
properties at least one year and are not allowed to 
invest in the dormant land. Their investment purpose 
is to receive rent income, but not to speculate on real 
estate’s price appreciation.  Thus, in general property 
funds usually buy real properties and hold them in 
long period. Property funds in Thailand are found 
under the old Act, Securities and Exchange Act BE 
1992. They are required to be closed-end funds and 
must have minimum capital of 500 million baht 
(NAREIT, 2016). Under the old act, property funds 
are regulated to be less flexible than Real Estate 
Investment Trust in some aspects. For example, the 
debt leverage is limit at 10% of their net asset value, 
their major shareholder’s ownership is limited not 
more than one third of the total outstanding shares, 
and their management must be sent from the asset 
management companies which established the fund. 
The second stage, Thailand introduce REIT to replace 
the property funds under the Trusts for Transactions 
in the Capital Market Act B.E. 2007 (Trust Act). The 
Securities and Exchange Commission of Thailand 
(SEC) in the beginning published the regulatory 

framework for setting up real estate investment trusts 
(REITs) in Thailand  on October 11, 2010 and the 
REITs framework is structured similarly to that for 
mutual funds (Thai property fund, 2015). All REIT 
units must be listed on the SET. The first listed Thai 
REIT is Impact Growth Real Estate Investment Trust 
(IMPACT). According to DBS Vickers research, 
there are 51 PFPOs and 5 REITs listed on SET with a 
combined market capitalization of 9.3 billion US$ 
(SEC,  2016). The new REIT will bring more 
flexibility to the real estate security in Thailand 
capital market. Major shareholder will be able to hold 
more proportion of shares, the minimum debt level 
will be higher and the management could be any real 
estate experts who are approved by the Securities 
Exchange Commission of Thailand. After the 
introduction of REIT, the asset management company 
will not be allowed to launch new property funds but 
the existing property funds are still allowed to operate 
and trade in the market. 
 
In summary, the overall perspective and framework 
of REITs is similar to property funds in terms of their 
purpose and the minimum requirement for investment 
in real estate assets(Chan, Erickson and Wang, 2003). 
However, there are some differences between REITs 
and property funds, for instance, REITs may invest in 
any type of property even in overseas property. 
Moreover, REITs can invest in entity property assets 
such as buildings, land or real estate-related 
securities, but the property funds are generally 
established to invest in a specific property(Block, 
2006). 
 
2.2 The REITs situation in Thailand 
The Real Estate Investment Trust (REIT) provided 
investors the new opportunity for investment in real 
property and the real estate through capital market. In 
general, Real Estate Investment Trusts (REITs) are 
grouped into Mortgage REITs,Equity REITs and the 
Hybrid REITs. For more detail, as we known that the 
Mortgage REITs which holds mortgage portfolio, the 
Equity REITs which holds real property portfolio for 
investment, and the Hybrid REITs which invest in 
both mortgages and real properties. However, REITs 
allow investors to invest in specific real estate types 
as a shareholder in buildings rather than as the owner, 
with specific tax benefits. In general,a REIT is a 
company that owns and operates income-producing 
real estate including offices, serviced apartments, 
warehouses, hospitals, shopping centers, hotels and 
factory space. Nowadays, growth rates in REITs in 
Thailand are beginning to improve compared to those 
in other parts of Asia, such as Japan, South Korea and 
Singapore. REITs are expected to drive continued 
growth in the Thai real estate market(Vesarach and 
Nopphon, 2011). Moreover, it is expected that 
increased information disclosure requirements should 
improve property market transparency and Thailand 
has seen a continuous improvement in property 
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transparency over the past several years. According to 
JLL's biannual Global Real Estate Transparency 
Index, Thailand's property market improved its global 
ranking from 39thplace in 2012 and 2010 to 36th in 
2014. Among seven Asian countries  covered in the 
2014 index, Thailand ranks third after Singapore and 
Malaysia. Since REITs are subject to strict 
governance and regulations which improve 
transparency in the Thai property market, it is 
expectedthat this will result in higher investor 
confidence, Both Thai and foreigner investors who 
look for attractive yields, liquidity and lower risks 
should find Thai REITs an improvement over their 
property fund portfolio. 
 
Recently, understanding the performance of real 
estate investment in capital market is very important. 
The lack of knowledge on the real estate securities’ 
performance could deter investors from building 
efficient portfolios. We can say that the less 
understanding in the real estate securities’ 
performance makes the investment in this area less 
efficient, deters the growth of economy especially in 
developing countries. 
 
III. DATA 
 

Variable Source Index 

REITs TH Bank of 
Thailand Total Return 

Property 
Companies 

TH Bank of 
Thailand Total Return 

Common 
Stock SETSMART Total Return 

Bonds TH Govt. Bond 
Yield Long-term bond 

 
IV. METHODOLOGY 
 
To compare the performance of the real estate stocks 
against the performance of the general stock market, 
the mean nominal rates of return, standard deviation, 
Coefficient of Variation, and Sharpe ratio are 
examined. 
 
4.1 Return Measurements 
In theory, the performance of a real estate security 
could be valued in the same way like other assets 
traded in the stock exchange of Thailand. According 
to discounted cash flow model, its value is the sum of 
the present value of its expected future cash flows as 
below: 
 
푉 =  ∑

( )
    (1) 

where 
푉 is value of any asse 
퐶퐹  is cash low at time i 
푟푖s discount rate 
 

Performance was measured by total returns. Total 
returns were continuously compounded and 
calculated based on actual returns. The total return for 
each period was calculated as follows: 
 
푅 = 푙푛   

  
   

 (2) 
 
The mean return is the average value of returns across 
time and represents expected performance (ex-ante) 
or achieved performance (ex-post). The formula for 
computing the mean of a series of periodic returns is 
as follows: 
 
푅 =  ∑ 푅     (3) 
 
where푅is the ex-post mean return. While it is 
acknowledged that the ex-post mean return from a 
given historical sample may not be equal to the ex-
ante (expected) mean return, denoted 퐸(푅), it is a 
reasonably good guide to the expected return in the 
near future. 
 
4.2 Risk Measurements 
The volatility of an asset can be measured by the 
standard deviation of the total return index and in this 
study was calculated from a historical sample of 
periodic returns, by the following formula: 
 

푠. 푑. =  ∑ ( )
   

 (4) 
 
4.3 Risk-adjusted Return Measurements 
4.3.1 Sharpe Ratio 
In our study, we employed monthly returns to 
calculate the annual standard deviations and 
compounded REITs return. All the returns were 
measured in their respective local currencies.Excess 
returns are measured by the difference between the 
individual firm’s nominal rate of return and the risk 
free rate, which is represented by the yield on three-
month treasury bills. To measure the risk-adjusted 
returns of REITs, we adjust the excess returns against 
the standard deviation (total risks) because the 
idiosyncratic risks of individual REITs stocks are 
more significant in less developed markets. Thus, the 
Sharpe index adjusts returns by both the risk free rate 
of return and the standard deviation of the returns, 
with the numerator measuring the firm’s risk 
premium and the total variability of the returns. The 
Sharpe ratio is computed for each company for each 
year using monthly returns data as follows: 
 
푆 푎푟푝푒 푅푎푡푖표 =  

 
   (5) 

where 
휎is the standard deviation of the rate of return for 
security i 
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푅 is the risk free rate of return 
푅 is the compounded annual return for company i 
 
4.3.2 Coefficient of Variation 
The risk-adjusted returns of an asset are measured by 
the risk/return ratio or the coefficient of variation 
(CV). The formulais defined as the ratio of the 
amount of risk (standard deviation) to the average 
returns. The CV can be estimatedas follow: 
퐶푉 =  . .    (6) 
 
V. EMPIRICAL RESULTS 
 
Tables1 shows the results of the analysis of the 
performance of the ThaiProperty Fund, shares and 
property companies over the period 2009 Q2 – 2015 

Q3, and Table 2 shows the performance of REITs, 
since their inception in 2014 Q4 to2015Q3. The 
analysis reveals that the performance of the 
ThaiProperty Fund was distinctly different from that 
of shares and property companies. In particular, The 
ThaiProperty Fund provided an average return of 
7.17% during the study periodand recorded a 
significantly lower level of risk (8%) than property 
companies (11.62%) and shares (8.47%). It was 
found that the strongest correlation was between 
shares and securitized real estate companies, 
indicating that investors received a low 
diversification benefit from property stocks during 
this period. It can be concluded that Thai REITs may 
offer a good option for diversification against both 
shares and listed property portfolios. 

 
 
 

 
Table 1  Returns from REITs and property funds between 2009Q2 – 2015Q4 



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-7, Jul.-2018 
http://iraj.in 

Proceedings of 162nd The IIER International Conference, Yokohama, Japan, 9th-10th May 2018 

14 

 
Table 2SD from REITs and property funds between 2009Q2 – 2015Q4 

 

 

 
Table 3  CV from REITs and property funds between 2009Q2 – 2015Q4 
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Table 4퐑ퟐ from REITs and property funds between 2009Q2 – 2015Q3 

 

 
Table 5퐑ퟐ from REITs and property funds between 2009Q2 – 2015Q3 
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Table 6 Diversity of Real Estate Securities According to Types of Underlying Real Properties 
 
Notes : All Table Calculated by author 
 
Table 1 
푅1 (%) =  Returns from REITs and property funds Calculated from Unit Price (2009Q2 – 2015Q4) 
푅2 (%)  = Returns from REITs and property funds Calculated from NAV (2009Q2 – 2015Q4) 
 
Table 2 
S.D.1 = Standard Deviation Calculated from Unit Price (2009Q2 – 2015Q4) 
S.D.2 = Standard Deviation Calculated from NAV (2009Q2 – 2015Q3) 
 
Table 3 
CV1 = Coefficient of Variationof REITs and property funds, Calculated from Unit Price (2009Q2 – 2015Q4) 
CV2 = Coefficient of Variationof REITs and property funds, Calculated from NAV (2009Q2 – 2015Q4) 
 
Table 4 
푅1   = The Coefficient of Determination between REITs and PropconCalculated from NAV (2009Q2 – 
2015Q3) 
푅2   = The Coefficient of Determination between REITs and SET Calculated from NAV (2009Q2 – 2015Q3) 
 
Table 5 
R3 = The Coefficient of Determination between REITs and PropconCalculated from Unit Price(2009Q2 – 
2015Q4) 
R4  = The Coefficient of Determination between REITs and SETCalculated from Unit Price (2009Q2 – 
2015Q4) 
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CONCLUSIONS 
 
Economic modernization in the 21th century, the 
globalization link many aspects of finance instrument 
together. As we know that, investment created 
wealth. Moreover, investors get the benefits from 
financial markets through primary or secondary 
markets, currency markets, or by investing in real 
estate sector.Nowadays, the real estate investment is 
growing and become a alternative investment. Not 
only institutional but also individual investors search 
for the low correlation assets to diversify their risk 
and improve their investment performance. Currently, 
investors can purchase of real properties through 
capital market in terms of the real estate securities 
such as property funds or Real Estate Investment 
Trusts (REITs). This is called indirect real estate 
investment, which provides more flexibility and 
creates liquidity to investors. Moreover, the 
investment in capital market allows small investors 
with less capital can participate in real estate 
investment. 
The rapid increase in the securitization of real estate 
through REITs, which are closed-end investment 
companies offering investors the opportunity to invest 
in real estate related assets, has caused a dramatic 
change in the Thaireal estate industry since 2014.As 
an early stage of REITs in Thailand, Thai REIT 
market analysis is not practicable because of the lack 
of historical data. The purpose of this study was to 
examine the performance of ThaiREITs compared to 
stocks and securitized real estate shares over the 
period 2009–2015based on theestimated risk-adjusted 
performance of ThaiREITs compared to that of other 
investment assets (the Thai Property Fund, stocks, 
and property shares).In Thailand, previous studies of 
REIT-securitized real estate have only focused on the 
performance of REITs versus common stocks. This 
study not onlycompared the results of REITsto 
common stocks but also to other securitized real 
estate (both the Thai Property Fund and property 
shares)and found thatthe returns from ThaiREITs 
appear to be much more like those from unsecuritized 
real estate than those from common stocks. 
Regarding the performance of REITs, theresultsof 
this study suggest that REITs do not produce 
extraordinarily positive performance. 
Althoughthesefindingsare only based on limited data, 
it is hoped that they can help investors and fund 
managers,tomake betterinformed investment 
decisionsregarding Thai-REITs as well as guiding 
academics in the fieldsince this study provides 
interesting and important insightsinto the 
performance of ThaiREITs. Finally yet importantly, 
we can say that funds could be mobilized from both 
domestic and foreign investors to support the growth 
of countries, especially developing countries that 
have limited capital. 
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