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Malaysia is the first Asian country to develop listed property trusts in 1989. However despite 
an eleven year lead in the industry, the development of the listed property trust industry has 
been slow. Currently only four property trusts are listed on the Kuala Lumpur Stock Exchange. 
Three of the property trusts are listed since 1989 with the fourth listed in 1997. Despite 
regulatory changes by the authorities that allow greater investment flexibility, property 
investment portfolios of existing trusts have not expanded in a significant manner. 

The purpose of this paper is to examine the development of listed property trusts in Malaysia 
and discuss the problems faced by the listed property trust industry. Suggestions to improve 
the industry encompass measures to enhance supply and demand for listed property trust units 
from investors. In addition, recommendations to make listed property trusts a more attractive 
investment option are also suggested. 
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I ntrod udioll 

[tlllih tll ,tart a propert:> trust began \\ay 
ba~k In I ():-,-+. \\ he'n the !\s.,>oclation of 

\lelcl1ant lIaliL \lala'vsla submItted a 

comprelicll'>I\C pa~'Jl'1 to the rele\'ant 

authorItle, on thL' ka,;JbIllty uf settIl1g up 

pruperty trlhb 111 \la!JysIJ. The \lalayslan 
authorities \\l'rL' receptl\e to the nC\\ 

In\ estmcnt cOllcept as property trusts are ahle 

to mobill'>c the 111\ estme'nt of surplu\ fUillb III 

order !L) d,'\'elop. dl\crslh ,lI111 dcepcn the 

capItal market .. \ reglilatuI) framc'\\,Hk that 

allo\\s plupnt\ tlw,ts to hl' sl't up and "l'erJte 

\\JS SUb'L''-jUCIltl\ ,ct III place I K..lllg 1989 
Jnd (Jumle\ I (}X9) 

Ho\\ no the poor state of thc property 

market In I ()S'+ 5 had l11ndered the 

Introduction of property trusts to the capllal 

market. Thc ,:cullomic reco\'cry In 1986 7 

and a steady economic growth 111 1988 pa\'ed 

the way fur the launching of property trusts 

In 1989. :\t that time fiH financial 

II1stitutIOns including t\\O mClchant banks had 

heen giwn appro\Jh In prInciple to estahllsh 

property tIW,!', III \lalaysla. 

Amanah I /al tallah I'\:B (/'..1 11') \\'as the first 

property tllht bunchl.'d in \lalaysla as an 

ulllIsted prUpl'rty tnlst \\hell It made an ofkr 
for sale of Ih Uilits ()n 21 \larch 1989. The 
successful I.lulich of AHP lIas followed hy 

the first listed property trust I.e. the Arab 
\lalaysian First Property Trust \\lth Its listing 

debut on the Kuala Lumpur Stock [xchange 

(KLSE) on ~_, \:o\'emhcr 19S9 \\ith an initial 

fund SIZl.' of 1_'5 mIllIOn units and a market 

capltalIsatloll of R\IIS0.9 millIon as at 31 
December I (jil(). 

Dc\'clopmcnt of the ;\Ialaysian Listed 
Property Tru~t Industry 

The dewlopment of the \lalaysian listed 

property trust ll1dustry has been lethargic. 

The number of listed property trust funds has 

remained the same from 1989 to 1996 I.e. 

. \ man a h II a I' tan a h P'" l3 (:\ II 1'). A r a b-
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\lalaysian Firq Property Trust (:\\1 FPT) and 

First \hlayslJn Property Trust (F\IPT). The 

fnurth lIsted property trust fund. \layhan 

Property Trust Fund Olle (\IPT) lIas listed In 

1997. 

loday the listed property trust Industry 

cLlnslitutes less than 0.1°" of the KLSE 
nlarket capitalisation. 

I't ul'cny II u,l lllanagers had commented that 

the property trust ll1dustry is ()\er regulated 

by the Gu II/dill l'.1 Oil Pmpl'rl\' ?i'U.II FUIleI.1 

1991 Issucd hy the CapIlallssues Committee. 

\11111str)' of I-Inance (Azim 1992.19(3). The 

restrIctlon~ imposed by the GUldelll1es are 

related to property acquisition. disposal. 

dn'elopml'll ' and borro\ving limit. The 

restrict I\e pro\'lsions of the Guidelines 

relatll1g to prnperty acqUisition had pre\,ented 

property trust funds from expanding their 

in\'cstment portfolios through new property 

acquisitIons. Subsequently promoters and 

managers of trust funds had sought major 

rl.'\'lews of the Guidelines from the rcgulatory 

authonties particularly the Securities 

Co I11ml ss ion. 

A revised Guidelilles Oil Propl'rt\· TrU.II 

FIIIIl/S \\ ere Issued by the Securities 

COl11mission on 26 June 199.'\ Incorporating 
amendments relatll1g to property acquisition. 

property disposal. property clneiopl11ent and 
borro\\ing limits. The revised gUidelines were 

well received by thc property trust managers 
(Azim 19(5) 

The amendments ha\'e enabled property trust 

funds 10 acquire properties more easily by 

providing more options and flexibility In 

property acquiSitions. In particular. property 

trusts can now acquire property interests such 

as:-

(a) strata properties; 

(b) equities of real estate companIes; 

(c) properties in foreign countries; and 

(el) properties such as office huildll1gs \\hich 

are not fully tenanted hut ha\,ll1g the 

potential of achie\'ing full llccupancy . 



The wider property acquisition options \\ere 
supported by corresponding changes In 
financing and borro\\ing methods. 

Despite the 1995 revislons to the Gllidelllle'.1 

on PropL'rtl' hll.l! Fllnds 1991, the industry 
has remained stagnant. The greater t1exibility 
allo\ved ulllkr the Guideline'.1 on Propcrtl' 

!i'II:,! FundI 1995 on property aequlsition and 
financlng have not spurred ltsted property 
trusts (LPh) to be more active in the local 
property In\estlllent scene. Property 
Imestment portfolios of eXlstlng LPTs ha\e 
not e:-;panded In a slgnificant \\ ay. 

[n the case of F\lPT the prllperty acqUlsitlons 
from 1 ()9~ - 1997 were rell1\estments of the 
proceeds from the sak of lts tlagshlp property 
in\'estment Plaza \lI3f 111 199~. F\lPT took 
;}cl\antage of the rela:-;atton 111 the Guideltnes 
and made a forelgn property purchase in 19<)() 
of a \\Jrehouse-cul11-sho\\Toom In Victoria, 
AustralIa. 

The ten property acqulsltlons by AHP from 
1995 - 200() \\ere small propertles compris111g 
Iline :; to ~ storey shop-office premises and 
one office butld111g. 

The property aCljulred by \layban Property 
Trust 111 1 ()()() \\as a medlum size 9 1

2 
storey 

office-budding o\\ned by the \la[ayan 
Ganking (jrllup. 

In short, the revised Guidelines 1995 ha\'e 
not made a posltl\'e impact on the property 
trust industry and there are Impediments that 
prevent prllperty tru~;t managers from tak1l1g 
full ad\'antage of the provisions under the 
Guideltnes (Ting et ai, 1(98) 

Tharmalingam ( 19(9) commented on the long 
time perIod to obtain appro\'als for the 
purchase of property frol11 the regulatory 
authOrIties. Tharmalingam also noted that 
local investors perceive LPTs as unexciting 
Investments with limited or no growth 
potential compared to shares. 
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An opil11on suney was conducted in 1998 on 
CEO Propertv \1anagers of LPTs. The 
findings 5ho\\ c'd that the constralned 
e:-;panslon of e:-;ist111g property portfoltos \\ as 
due to the follo\\111g factors (llng 20(0):-

• Lengthy capltal market reljulrements In 
raising capltal for property acquisltion 
The acqulsltlon bld from a property trust 
lS condltlonal on appro\al by the 
Securltles Commisslon. The acquisition 
may take more time to complete 
compared to another buyer 

The \'l'i~'~'ll' may also face uncertainty In 
the ,eIIIIl," prlce as the pllce may be 
adjusted downwards by the Securtties 
Commissloll. 

• RestrIctions In bank borrowings to a 
ma:-;imum of 10" () of the gross assets of 
the fund by the Securities Commission's 
GUII/clinL'.1 on Pmpcrll hilS! Fllndl 1991 
and 1995 

• Poor lI1\estor perceptions of property trust 
lI1vestments. 

• The lack of 1l1terests from lI1stitutlOnal 
investors. 

• Properties avat1able for acquisltions arc 
providing low yields. 

Feedback from the CEO Property :'lanagers 
indicated that the following factors had 
hindered the launching of more property trust 
funds in Malaysia (ibid):-

• Competing ll1\'estment alternatives (e.g. 
initial public offerings (IPOs) and unit 
trust funds). In the past, IPOs on the 
KLSE have achieved high premiums upon 
listing resulting in high capital gains by 
stags. Property trusts which have a trust 
structure an~ not allowed to speculate and 
are vie\\ed as defensive stocks offering 
stable returns and prices; 

• poor lI1vestor perceptions on property 
trust investments; 



• restrictive Securities Commission's 
Guidelines on Property Trust Funds; 

• the lack of demand from institutional 
investors; and 

• too few institutional investors. 

Characteristics of Malaysian Listed Property 
Trusts 

The currency crisis which began in July 1997 
has revealed LPTs as a viable investment 
option that is able to provide a steady stream 
of dividend distributions despite the currency 
turmoil and the subsequent economic and 
property downturn. The LPTs have survived 
the 1998 stock market crash as none has 
faced corporate failures. Prior to the currency 
crisis, the income distributions and net 
tangible assets of LPTs have been growing 
steadily (Ting 1999). 

Table I: Income Distribution of Listed 

Property Trust in Malaysia (0;,.) 

YEAR AIIP A'vlFPT FMPT MPT 

1989 5.50 4.99 
1990 6.50 5.75 4.54 
1991 7.20 7.70 5.68 6.09 
1992 8.24 10.00 6.82 5.80 
1993 12.00 11.00 7 18 6.30 
1994 12.25 10.58 6.72 6.30 
1995 12.25 II 10 6.24 7.07 
1996 12.50 IUO 6.92 7.58 
1997 7.00 11.50 6.67 7.50 
1998 6.00 8.00 5.11 7.00 
1999 (1.50 8.00 0.50 4.43 
2000 6.00 7.00 (LOO 4.32 

Mean 8.5 89 5.1 6.2 
Stu deviation 2.86 2.31 255 I 15 

Source: Annual Report of LPTs (1989 - 2000) 

The income distributions of LPTs have 
reduced after the currency crisis and downturn 
in the commercial property market. However, 
the post crisis average gross yields from 
December 1998 to December 2000 for three of 
the LPTs are 6.3 per cent to 9.6 per cent which 
are above the savings and fixed deposit rates. 
The average dividends declared for the same 
period range from 5.3 per cent to 7.7 per cent. 
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Table 2 shows the portfolio characteristics of 
the LPTs. 

Table 2: Characteristics of :\Ialaysian Listed 

Property Trusts (December 2000) 

Properly 
Tru~1 

Ardb 

MJldYSldll 

First PropcTt) 
Trust 

First 
MJIJysi,lIl 
Propcrt~ 

Trust 

Amdll.dh Hartd 
Tdlldh PNB 

Md\bdll 
Property Trust 
Fund OllC 

KLSE TOldl <ll>scls Level of Number Proper{) Portfolio 
Listing (RM-Ringgitl"· Property of composition 

Properties (by property type 
'Illd IOCdtioll) 

Sept RM188m 95'1<1 Office (lOa:',,) 
1989 KU41a Lumpur 

( 1 OO'~''') 

No, RM96111 59'% Office (4)'X,) 
1989 ilJdustridl {44'Yc,J 

Retdll (7')',0) 
Hotel (b'X,) 

KUdid Lumpur (4 \ 'I'" 
:\ustT.dlld 125";,,) 

Olhers (34()"i 

Dec RM155m 81% 12 Offiee(93%) 
1990 Retdil (7%1 

KUdid Lumpur (93% 
[.1st Mdldysia (3%) 
Others (4'%) 

M,IfCh RMlllJll 76";, Officc(IOO"!,,) 
1997· KUdid Lumpur 140"/" 

Olhers 160",,,) 

prc\iousl) dn unli~tcd property trust rrom August 1990 I'cbrudry 1997 
USSI = 3 8 MdldYSldll Rmggll I December 2000· 

Dynamics of investments in Malaysian Listed 
Property Trusts: Unit holders and unit 
holding analysis 

The major unit holders of the LPTs are bank! 
financial groups and fund management 
companies (Table 3). 

Table 3: Major llnit Holders of LPTs in Malaysia 

(December 2000) 

Listed Property Major Unit holder Unit holding 
Trust (31.12.2000) 

AHP PNB 42.98°/~ 

AMFPT AMMO Holding 43.49% 
F:-'1PT Sistem Televisycn 70.70% 

Malaysia Ohd 
MPT :Vlalayan Banking Group 

Source: Annual Report of LPTs 

Overall, the number of large unit holders has 
not changed significantly. However, there is 
a noticeable fluctuation on the number of 
small unitholders of the 1 -5,000 unit category 
(Fig.l) which varies with the investment 
climate. The figure shows a steady increase 
in the number of small unitholders since the 
1993 stock market bull. However the number 



of investors started to decline when the 
currency crisis and the subsequent economic 
recession caused an increase in vacancy rates 
and drop in rental and capital values in the 
commercial property market. This has 
resulted in a decrease of unitholdings of 
small unit holders. 

Fig.2 shows that the unitholdings of large 
unitholders (more than 10,000 unit category) 
have increased slightly since the currency 
crisis. This showed that large investors were 
attempting to move into investments which 
could provide steady income. The increase in 
unitholdings oflarge investors comes from the 
decrease in unitholdings of small unitholders. 

However, the increase in unitholdings of large 
unitholders is not from institutional investors 
as their holdings were constant over the 
period (Fig.3). The increase in unitholdings 
of large unitholders were attributable to the 
high net-worth individuals. 

The unitholders analyses further confirm the 
lack of participation of institutional investors 
in property trust investments. 

Institutional Investors and Property 
Investments 

Institutional investors in Malaysia comprise 
statutory and private provident funds, pension 
funds, insurance companies and unit trust 
funds. The major institutional investors in 
Malaysia i.e. EPF, PNB, LUTH, SOCSO and 
LTAT, collectively own about RM250 billion 
in assets. These top five institutional 
investors have invested in equities totalling 
an estimated RM73.6 billion in KLSE 
accounting for about 17 per cent of the KLSE 
market capitalisation of RM444 billion. 

Pension funds and insurance companies have 
not played a significant role in the 
development of the listed property trust 
market. Statutory requirements have 
prevented them from being significant 
institutional investors in the LPT market and 
direct property market. 
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Table 4: Total Asset of Major Institutional 

Investors in Malaysia (June 2000) 

Institutional Estimated Total Estimated 
Investors Assets (RM billion) investment in 

KLSE (RM billion) 

EPF 
PNB 
LUTH 
SOCSO 
LTAT 

Note: EPF 
PNB 
LUTH 
SOCSO 
LTAT 

172.5 
58.0 

8.6 
8.3 
4.8 

Employees Provident Fund 
PemlOdalan Nasional Berhad 
Pilgrims Fund Board 
Social Security Organisation 
Amled Forces Fund Board 

Source: Malaysian Business I st December 2000 

50.5 

15.5 
2.5 
14 
3.7 

Property investments of these institutional 
investors are made mostly via shareholdings 
in listed property companies on the KLSE. 
Property development is the main activity of 
most of these listed property companies. 

The majority of the investments of provident 
and pension funds are invested in corporate 
securities, government securities, cash and 
bank deposits. 

Table 5: Composition of Assets of Provident and 

Pension Fund in Malaysia 

Investment 1988 (%) 1998 (%) 

Corporate securities 6 32 
Govemment securities 81 27 
Cash & bank deposits 4 26 
Debentures & loans 4 13 
Others assets 5 2 
TOTAL 100 100 

Source: Bank Negara Malaysia (2000) The Central Bank and 
the Financial System in Alalaysia - A Decade of 
Change Bank Negara Malaysia Publication 

EPF is the largest provident fund in Malaysia 
with its members accounting for 96 per cent 
of the total workforce in the country. The low 
level of property investment is due to its 
asset allocation policy whereby EPF can 
invest only up to 5 per cent of its fund in the 
property sector. Currently EPF's investment 
in the direct property sector is about RM860 
million. EPF's property investments comprise 
mainly commercial properties functioning as 
branch offices for EPF in various states. 



Table 6: EPF Asset Allocation for 1997 - 2000 

(at cost) 

Investment 1997 1998 1999 2000 

Malaysian Go\cmment 29.4 31.3 31.6 34.1 
Securities 

Loans & Bonds 25.9 26.1 24.6 20.S 

Money Market 25.0 23.9 24.4 22.9 
instrulllent 4 26 

Shares 19.3 18.3 19.0 21.R 

Property 0.4 0.4 OA 0.5 

TOTAL 100.0 100.0 100.0 100.0 

Source: Nanyang Siang Pau 7 March 200 I 

Compulsory investments in public pension/ 
provident funds have crowded out private 
investments in other insurance and pension 
schemes and have hindered the development 
of a private pension fund industry. To a 
certain extent, public pension/provident 
funds through voluntary and forced savings 
have also crowded out potential individual 
investments in the LPT market. The majority 
of the pension funds accumulated captive 
investments as they are invested 111 

government securities. 

There are a total of 127 approved unit trust 
funds with a total size of 90.351 billion units 
and a net asset value of the funds totalled 
RM43.3 billion which stands at 9.74 per cent 
of the KLSE market capitalisation ofRM444.5 
billion at the end of year 2000. There are 34 
unit trust management companies currently 
operating in Malaysia. 

Although the unit trust industry has grown 
significantly since 1990, unit trust investments 
in LPTs are negligible (as shown in Fig. 3). 

Table 7: Market Capitalisation of Property 

Trust and t'nit Trust Sector versus 

KLSE 1996 - 2000 (RM billion) 

In\"estnlcnt 1996 1997 1998 1999 2(lOll 

KLSE 806.7 375.8 374.5 537.0 444.5 

Listed Propert~ 0.54 0.26 0.34 0.38 0.27 
Trust 

Percentage of listed 0.067 0.069 0.091 0.071 0.061 
property trust to 
KLSE market 
capitalisation «Yo) 

Unit Trust 60.0 33.6 38.7 43.0 43.3 

Percentage of unit 7.44 8.94 10.33 8 9.74 
trust to KLSE mark!: 
capitalisation (%) 
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Market Potential for Further Expansion of 
Property Trusts 

There is no shortage of investment grade 
properties in the Kuala Lumpur property 
market. The active construction and property 
market have built a large number of office, 
retail, hotel and industrial properties in the 
Kuala Lumpur conurbation. Investment 
quality properties are available for further 
expansion and establishment of more 
property trust funds (refer Table 8). 

However, despite the availabIlity of investment 
grade properties, LPTs are unable to make 
property acquisitions due to weak stock market 
sentiment, weak rental and oversupply of 
commercial propeIiies (refer Table 9 and 10). 

Table 8: Office Buildings by Floor Size in 

Kuala Lumpur 

Net Floor Area °'0 

Less than 20.000 73 
20,noo to 50.000 25 
More than 50.nOD 2 
Total 100 

Source: Kuala Lumpur City Hall (DI3KL) 

Table 9: Existing Supply and Occupancy Rate 

of Purpose-Built Office Buildings in 

Kuala Lumpur (Q2 2000) 

Area ill No of Total Space Occupancy 

Kuala Lumpur Buildings (sm) rate (%,) 

Golden Triangle 43 882.409 73 
lalan Ampang 25 1,032,210 75 
Central Business 87 1.109,324 86 
District 
\Vithin city centre III 1,392.503 76 

Suburban 73 1,266.505 73 
TOTAL 339 5.682,951 77(mean) 

Source: Kuala Lumpur City Hall (DBKL) 

Table 10:lncoming Supply of Office Space ill 

Kuala Lumpur (Q2 2000) 

Area in Completion Incoming 
Kuala Lumpur supply (S111) 

No. of Total No. of Total 
building Space building Space 

(sm) (sm) 

Golden Triangle I 38.090 4 62.995 
JaJan Ampang I 19.044 4 81,839 

Central Business 0 ° 7 315,868 

District 
Within city centre 2 48,797 13 320.952 
Suburban 9 175.678 20 948.070 
TOTAL 13 281,609 48 1.729,724 

Source: National Property Infonnation Centre (NAPIC) 



Prospects for the Listed Property Trust 
Industry 

The listed property trust industry is expected 
to benefit from the following market 
developments:-

a. The Capital Market Master Plan 

In its recently released Capital Market 
Master Plan in February 200 I, the 
Securities Commission (SC) will 
introduce a framework for the issuance 
of asset-backed securities to offer a 
financing alternative for companies 
with good assets. To facilitate asset 
securitisation, the following areas will 
be looked into:-

(i) to further clarify and make 
transparent the tax position 
surrounding securitisation 
structures to ensure consistency of 
treatment; and 

(ii) to administratively rationalise the 
application of other regulatory 
requirements imposed by various 
regulatory bodies. 

The existing taxation framework, the 
stamp duty and real property gains tax on 
transactions relating to the issuance of 
asset-backed securities will be removed to 
encourage asset securitisation. 

b. The growth of the unit trust industry 

The unit trust industry has grown 
considerably over the same period 
compared with the LPT market. The 
proliferation of unit trusts will 
contribute towards the greater demand 
for LPT units particularly from income 
unit trust funds which are interested in 
investing on investments providing a 
steady stream of dividend income. 

c. The consolidation and mergers of 
banking groups 

Banks in Malaysia have undergone 
mergers to form ten major banking 
groups. Property assets owned by the 
banking groups could be securitised 
as LPTs on the KLSE. 
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d. The development of the financial 
planning industry will facilitate 
demand for LPT units to meet the 
investment objectives of investors. 

Future Directions 

The potential of the Malaysian property trust 
industry has yet to be fully realised. It is 
pertinent that interests in the listed property 
trust industry are revived and given a ne'.'v 
lease of life as property securitisation in the 
form of listed property trusts provides a key 
solution to the current oversupply of 
commercial properties. The large supply 
overhang needs to be cleared to lessen the 
drag on the recovery of the ~alaysian 
economy. 

The failure of the secondary market to take 
off comes down to two major issues - demand 
and supply. The low trading volumes of 
listed property trust units on the KLSE ref1ect 
the lack of demand from institutional 
investors. Institutional investors who are 
keen to invest in LPT are few. 

The lack of demand has impeded the 
formation of new LPTs and issuance of more 
LPT units by existing LPTs. This vicious 
cycle has existed despite the revisions to the 
LPT Guidelines. 

The following suggestions are made to 
improve the supply and demand of listed 
property trusts as an attractive, viable and 
profitable indirect property investment 
vehicle in Malaysia:-

• Increase the supply of listed property 
trusts units 

a. Review on regulatory structures and 
policies on the setting up of new 
property trusts. 

The successful creation of a property 
trust market requires the establishment 
of infrastructure and po licy framework 
which are conducive to the setting-up 
of more property trust funds, 
secondary market trading and market 
development. 



The regulatory framework should be 
facilitative and efficient. Under the 
existing Guidelines, sponsors of LPT 
must be financial institutions. This 
requirement should be reviewed to 
allow more opportunities for other 
Malaysian entreprenuers to set up 
more property trusts. This would also 
allow developers and listed 
companIes wh~ch have quality 
property portfolios to be launched as 
LPTs e.g. Tan & Tan, Country Height 
and YTL Group etc. This could 
provide the needed push to the 
industry as property trusts with 
quality portfolios are introduced into 
the market. 

b. Danaharta 

Danaharta, the Malaysian national 
asset management company, was set 
up to help solve the problems of non­
perfomling loans (NPLs) in the banking 
system. Due to its roles, Danaharta will 
be one of the largest direct property 
owners in Malaysia, One exit strategy 
that can be adopted by Danaharta is 
through asset/property securitisation. 

Danaharta could float more than one 
property trusts or launch sector specific 
property trust funds. By launching the 
new trust funds during property market 
trough and with appropriate timing of 
listing on the capital market, it would 
attract investors interests as there will 
be potential for high yields and capital 
appreciation in the longer term. 
Coupled with well diversified property 
portfolios, Danaharta would help to 
revive interests in the listed property 
trust industry. 

c. Setting up Benchmark Performance 
Measures 

Property performance benchmarks are 
lacking in Malaysia. For direct 
property, the only performance 
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measure available is the Malaysian 
House Price Index for the residential 
sector prepared by the National 
Property Information Centre (NAPIC). 

Table 11: Property Performance Measures in 

Malaysia 

Property PerfOITllanCe Notes 
Investment 

Direct property Malaysian House Capital retum 
Price Index only 

Indirect property Property Sector Index Capital retum 
(KLSE) only 

Hotel Sector Index Capital retum 
(KLSE) only 

Plantation Sector Index Capital retum 
(KLSE) Capital retum 

It is noted that NAPIC is currently in 
the process of coming out with more 
indices, in particular office 
performance indices. 

No index is currently available for 
LPTs listed on the KLSE. The creation 
of a new listed property trust index by 
the KLSE would greatly enhance the 
level of visibility and comparability of 
LPT with other sectors of the KLSE. 

The absence of LPT index has 
deprived investors of the opportunity 
to compare risk and return of LPT 
with other investment options. 

Total return indices including KLSE 
indices are not available in Malaysia. 
A total return LPT index could be 
easily created to allow comparisons of 
LPTs with shares and Government 
bonds. 

d. Creating sector specific LPTs 

By relaxing regulations on LPT 
promoters, corporate groups with 
sector specific properties (e.g. retail, 
office, leisure/tourism) can seek listing 
as LPT. This process will create sector 
specific LPT. Investors would then 



have the opportunity to invest III 

buoyant property sectors and to 
benefit from property managers who 
have specialised management skills in 
managing such properties. 

Once such LPTs are created, it would 
provide attractive property investment 
opportunities. As such property 
portfolios are unlikely to be 
duplicated. And the only way to own 
such properties or a portfolio of 
properties is to buy into the LPT 
concerned. 

• Increase the demand for listed property 
trust units 

a. To allow EPF contributors to invest in 
LPT 

EPF contributors have been allowed to 
invest in approved unit trusts. 
Designating LPTs as allowable 
investments by EPF would greatly 
increase the demand for LPT units as 
investments. 

b. Foreign investors 

Restrictive regulations on foreign 
investors in the past e.g. Foreign 
Investment Committee (FIC) 
requirements, unfavorable Real 
Property Gains Tax and inconsistencies 
in regulations/policies on property have 
reduced the attractiveness and 
competitiveness of property investment 
in Malaysia. 

This has exacerbated the lack of 
demand from foreign investors who 
could provide the support and stability 
to the Malaysian property investment 
market. 

Allowing foreign investors to own up 
to 49 per cent of the total unit 
holdings of a property trust fund 
would create greater demand for LPT. 
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c. Educate the investors 

The investing public should be 
educated on the roles of property 
trusts in investment strategy and 
portfolio allocation. 

The investors should understand what 
drives the market prices of listed 
property trusts and how the 
performance is related to the property 
market, stock market, bonds and 
interest rates. A high yield LPT would 
serve as an alternative to savings and 
fixed deposits . 

A campaign can be carried out to 
educate the public on the use of LPT 
as an alternative investment vehicle to 
property investment. 

d. More institutional investors 

As more unit trusts are formed the 
investing institutions would create 
greater demand for more LPT units. 
LPTs offer liquidity and this would 
allow unit trusts to rebalance their 
investment portfolios according to 
their investment needs. 

• Making listed property trust investments 
more attractive 

a. Tax-exempt status 

One major factor contributing to the 
growth of property trusts in Australia 
and USA is the tax-exempt status of 
the property trusts. Property trusts in 
the United States, Australia, Canada 
and Switzerland (Pietra 1991) 
distribute all income and capital gains 
annually to the unit holders in order to 
benefit from the tax-exempt status as 
provided by the laws. A similar tax­
exempt status would put property 
trusts in Malaysia on a similar footing 
with the international counterparts 
where income to unit holders is taxed 
in their hands. 



Currently, LPTs in Malaysia do not 
enjoy any tax advantage. The LPT is 
taxed at the corporate tax rate (26 per 
cent) before payment is made to unit 
holders. Tax-exempt distnbutions 
would avoid the current double 
taxation of distributions and it would 
attract investor interests as income in 
the investors hands will be Im;her. In 
this regard co-operations fr~)m the 
Inland Revenue Department and other 
regulatory authorities are necessarv to 
make this tax-exempt status possihle 
for listed property trusts. 

b. l'\ew framework and j.;uidelines from 
the Securities Commis~sion (SC) 

It is unfortunate that the LPT sector is 
left untouched by SC in the Capital 
Market Masterplan. SC should come 
out with a new framework and 
guidelines that could facilitate the 
development of the LPT industry. 

c. Renaming of listed property trusts to 
real estate investment trusts (RElTs) 

To remove the stigma of the existing 
property trusts, upon the granting of 
tax-exempt status, listed property 
trusts should be re-Iaunched as RElTs 
so as to be identified as comparable to 
the REITs in the USA. 

d. Attractive high dividend yield 

Current dividend distributions of the 
LPTs have provided a reasonable yield 
compared to sa\'lngs and fixed deposit 
rates. Given the current low savings 
and fixed deposit rates environment, 
an attractive high dividend yield of 8 -
10 per cent from the listed property 
trusts and further supported by tax 
exemption on earnings would be a 
compelling reason for investors to 
invest in listed property trust~. 

e. Finite-life property trusts 

Under its Deed of Trust, AHP was 
initially a fixed term property trust to 
operate for a maximlml period of 10 years 
commencing from 21 March 1989. AHP 
has shown the viability of the property 
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trust concept as its net tangible assets 
has increased from RM 1.00 since 
inception in 1989 to RM 1.68 on 31 
December 1998. However due to the 
currency crisis, AHP was not able to 
temlinate and liquidate the trust during 
the 1997-1998 economic downturn. 
Instead, the term of the trust has been 
extended to an indefinite period (AHP 
Annual Report. 1998). 

A filllte-life property trust \vould be 
more attractive to investors as the trust 
could devise appropriate exit strategies 
so that the trust can be terminated and 
the proceeds could be distributed to 
the unit holders thereby allO\ving them 
to enjoy the capital appreciation of the 
trust fund's property portfolio and 
other investments. 

f Improving liquidity in the secondary 
market 

The LPT market is characterised by 100v 
trading volumes and low institutional 
investors shareholdinj.; in LPT. The lack 
of liquidity in the se~ondary market is 
due to a lack of a diverse and active 
group of institutional investors with 
incentives to maximise returns on their 
portfolio. 

In this respect the unit trust industry 
and fund manaj.;ement which is 
consistently promoted by the Securities 
Commission will benctit the property 
trust industry. 

In addition insurance companies, 
pension funds, investing corporations, 
charitable organisations and other fund 
managers should be allowed to make a 
larger portion of the investment assets 
in real estate to diversify investment 
risks. 

In this regard, tax-exempt dividend 
distributions will be most welcome by 
some of these institutional investors. 

g. Information and financial disclosure 

A greater level of information 
disclosure and reporting system on 
the leases/tenancies profiles, rent 



re\'Ie\\s. rental In'els and equity 

Jl1\estments wdl provide the greater 

transparency needed for decision 

making by IIwestors. 

Such Il1formation \\ill allow investment 

analysts to make prolections on the 

future earnll1g potentials of the LPTs. 

h. Security It1\:estment analysis 

More analyses and Il1formation on LPT 

should be carried out and 

disseminated. More secunty analysts 

following the LPT sector would further 

boost the level of confidence of the 

investing community. 

On-going research and a supply of 

information wIll stimulate and 

maintain investor interests, 

l. Property acquiSitions 

LPTs need to expand through property 

acquisitions to achine bigger market 

capitalisations to provide greater 

liquidity. Large capitalised LPTs is more 

favoured by institutional investors as 

small market capitaltsations and 10\\' 

trading volumes make trading of the LPT 
units ditlicult. L'pon reaching a sizable 

market capitaltsation, institutional 
investors can buy and sell LPT units 
without affectmg its market price. 

AHP in particular should continue its 

portfolIo expansion strategy to become 

the biggest property trust in Malaysia. 

It should acquire more prime 

properties (not small secondary 

properties) to increase its market 

capitalisation so that no investors 

could afford not to invest tl1 the 

property trust. 
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Conrimions 

The Australian LPT market took some 25 years 
to grow to its current size and the USA RE ITs 
market took about 40 years to reach today's 
maket capitalisation. The Malaysian LPT 
market which has a history of 12 years is a 
relatively young market. It is interesting to 
note that Japan and Singapore ha\'e set up 
property trust funds in recent years and other 
Asian countries such as Korea, India and 
Thailand are also keen to set up property trust. 

The future directions of the \1alayslan listed 
property trust Industry rely on changes to 
regulatory, legal. tax, accountlllg and fundlllg 
structures, It is envisaged that these changes 
will bring forth an increase in the demand and 
supply for property trusts. More support 
from the regulatory authorities are reqUired to 
provide the impetus to the growth and 
de\elopment of the Malaysian LPT industry. 

With the implementation and the realisation 
of the Capital Market Masterplan, the 
Malaysian LPT industry will be able to 
benefit from the Implementation of its various 
measures. 

Institutional Investors could playa more 
important role in assisting the development of 
the listed property trust industry. Institutional 
il1\'estors should look into the roles of direct 
and indirect property in their investment 
portfolios. 

There eXist a sufficient number of commercial 
investment properties Il1 the Kuala Lumpur 
property market to enable more property 
trusts to be llltroduced and existing trusts to 
expand their property investment portfoltos. 

\Vlth improvements in the supply and demand 
for LPTs, it IS envisaged that LPTs will 
continue to prOVide Malaysian il1\'estors an 
Investment option \vhich could pro\'Ide a 
stable and attractive yield plus long term 
capital growth. 
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Fig. 1 : Number of Unitholders in 
Malaysian Listed Property Trusts 

(AHP, AMFPT, FMPT, MPT) 
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Fig. 2 • Number of Unitholdings by Size of Holdings in Malaysian Listed Property 
Trust (AHP, AMFPT, FMPT & MPT) 
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Flig. 3 : Percentage of Unitholding in Listed Property Trusts by 
Institutional Investors (Dec. 1989 - Dec;. 2001) 
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