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Real Estate Investments Trusts (REITs)I.

On the Unquoted Securities Platform, Acorn D-REIT and I-REIT traded at Kshs 25.4 and Kshs 22.2
per unit, respectively, as per the last updated data on 31st October 2024. The performance
represented a 27.0% and 11.0% gain for the D-REIT and I-REIT, respectively, from the Kshs s 20.0
inception price. The volumes traded for the D-REIT and I-REIT came in at Kshs s 12.3 mn and Kshs
31.6 mn shares, respectively, with a turnover of Kshs 311.5 mn and Kshs 702.7 mn, respectively,
since inception in February 2021. Additionally, ILAM Fahari I-REIT traded at Kshs 11.0 per share as
of 31st October 2024, representing a 45.0% loss from the Kshs 20.0 inception price. The volume
traded to date came in at 138,600 shares for the I-REIT, with a turnover of Kshs 1.5 mn since
inception in November 2015.

REITs offer various benefits, such as tax exemptions, diversified portfolios, and stable long-term
profits. However, the ongoing decline in the performance of Kenyan REITs and the restructuring of
their business portfolios are hindering significant previous investments. Additional general
challenges include:

Insufficient understanding of the investment instrument among investors leading to a sloweri.
uptake of REIT products,
Lengthy approval processes for REIT creation,ii.
High minimum capital requirements of Kshs 100.0 mn for REIT trustees compared to Kshs 10.0iii.
mn for pension funds Trustees, essentially limiting the licensed REIT Trustee to banks only
The rigidity of choice between either a D-REIT or and I-REIT forces managers to form two REITs,iv.
rather than having one Hybrid REIT that can allocate between development and income earning
properties
Limiting the type of legal entity that can form a REIT to only a trust company, as opposed tov.
allowing other entities such as partnerships, and companies,
We need to give time before REITS are required to list – they would be allowed to stay private forvi.
a few years before the requirement to list given that not all companies maybe comfortable with
listing on day one, and,
Minimum subscription amounts or offer parcels set at Kshs 0.1 mn for D-REITs and Kshs 5.0 mnvii.
for restricted I-REITs. The significant capital requirements still make REITs relatively inaccessible
to smaller retail investors compared to other investment vehicles like unit trusts or government
bonds, all of which continue to limit the performance of Kenyan REITs.
 

We expect Kenya’s Real Estate sector to remain on a growth trend, supported by: i) demand

https://www.nse.co.ke/dataservices/market-statistics/


for housing sustained by positive demographics, such as urbanization and population
growth rates of 3.7% p.a and 2.0% p.a, respectively, against the global average of 1.7% p.a
and 0.9% p.a, respectively, as at 2023, ii) activities by the government under the Affordable
Housing Program (AHP) iii) heightened activities by private players in the residential
sector. However, challenges such as rising construction costs, strain on infrastructure
development (including drainage systems), high capital requirements for REITs, and
existing oversupply in select Real Estate sectors will continue to hinder the sector’s
optimal performance by limiting developments and investments.
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