REITS – DCH Briefing Paper (January 2006)
What is a REIT?

In their simplest form Real Estate Investment Trusts (known as REITS) are a glorified buy-to-let scheme, created so that investors can make a profit from renting homes on the private market. The idea began in America and is being introduced in Britain. Instead of ordinary people buying a few houses, turning them into flats, and letting them out (known as ‘buy-to-let’), an investment company or REIT does the buying and letting, so that all investors have to do is buy shares in the company and pocket dividends as it makes a profit. The REITS are exempt from tax – a way of government subsidising speculative development which pays out profits to individuals, purely to encourage private market renting. In other words, these schemes are nothing to do with providing low-cost affordable homes to those who need them; yet in recent months a number of housing associations are starting to consider them.

So what does this have to do with ‘social’ housing?

The government has seized on REITS as the latest way to hand public subsidy over to private investors. The government has chosen to exploit the massive housing need in this country as a justification to encourage more private landlords. According to the Joseph Rowntree Foundation, on top of subsidising REITS with tax exemptions to rent homes to rich people, the government is likely to give them extra subsidies in the form of grants and ‘gap funding’ if they rent some of their homes at affordable rents (Inside Housing 6th Feb 2004).

 What’s happening now?
The government is still developing the rules under which the REITS will operate. They were announced in the pre-budget report in November 2005 and details will appear in the forthcoming Finance Bill. Already, a consortium of 16 housing associations are discussing banding together to form a REIT, including Genesis Housing Group, Peabody Trust, A2 Housing Group and Swan Housing Group. It is not yet clear exactly what schemes the REITS would lead to. “Derek Joseph, director of Tribal Treasury Services, who is also working on the 16-strong housing association REIT, said there would be limited scope to use the proposed model to support the delivery of new homes… ‘It would be a holding vehicle for market rent and key worker housing’ he said.” (Inside Housing 6th Jan 06)
 REITS are part of the globalisation of housing

“within the past 2-3 years nearly half a million former social housings in Germany have been sold to local and international speculation companies. Tenants’ rights, jobs, the structure of the neighbourhoods are under pressure. However, even the large sales of the last years only build the prelude to a much larger wave of sales and privatisation, which massively gets influenced by the increasing role of international Private Equity Funds (like Terra Firma/Annington, Fortress, Cerberus etc..). This process will be stimulated by the planned introduction of Real Estate Investments Trusts (REITs) in Germany… As far as we understand, the capitalist concentration of real estate business and the introduction of REITs in France intensified the utilization of the private housing markets there. Similar capitalist groups as in Germany are penetrating markets in Spain, Turkey and elsewhere. In Eastern Asia a new speculation wave is on the run… In difference to the traditional institutional housing sector in Germany the new landlord companies such as Fortress, Annington and Cerberus no longer operate locally and regionally, but directly at national and global levels.” (Knut Unger, Habitat-Netz)

Comment
Housing associations are always described to tenants as though they are cuddly little charitable organisations who are only interested in managing social housing. The reality is that they already spend a great deal of time and energy building luxury developments for sale, and renting out homes at market rents. In the last 3 years they sold off 12,000 homes on the open market (Inside Housing 6th January 2006). They become more and more commercialised with each new risk-laden venture they undertake. If they set up and run Real Estate Investment Trusts, it means yet more speculation, more marketisation, more risk. With our homes as the guarantee.
