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Abstract

Investment in REITs has become significant in recent years due to the stability and sustainable
performance of the investment. A study on the management perspective is very important but this
perspective is very limited. Asset management will derive from the profit optimization of the
investment. Therefore, it is important to assess asset management strategies to ensure the sustainable
performance of the assets. This paper aims to assess asset management strategies among matured
REIT companies in developed countries in comparison with Malaysian REIT companies from the
perspective of the managers. This research employed qualitative analyses by using content analysis
techniques. A total of 41 REIT companies from the United States (US), Japan, Singapore, Australia and
Malaysia were assessed. The analyses focused on the similarities and differences between the strategy
framework identified in the literature review and the strategies adopted by global REITs and
Malaysian REITs under review. The study will enable all REIT stakeholders to become well-informed
on global REIT asset management that will derive the maximum profit from the investment. The
success of developed countries” REITs will provide guidelines for Malaysian REITs to adopt the best
practice of strategic asset management from REITs in mature markets. Furthermore, this study is one
of few papers that have discussed the issue of strategic property investment, particularly focusing on
REITs.
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1. Introduction

Investment in REITs has become more significant in recent times due to the sustainable performance
of investment growth shown by this type of investments. REITs are able to offer capital market gain
from real estate investment activities, such as real estate base capital market instruments, real-estate
rights, real estate tenancy businesses and real estate projects. REITs collect resources, obtained from
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many investors, in a single pool before going public and realizing valuable and high-value real estate
investments (Hapsen, at al., 2017). There are more than 500 REITs in over 22 countries globally, with
total market capitalization of approximately USD850 billion. The US is the leading REIT market,
comprising 55% of the global market share, followed by Australia (10%), France (8%), Japan (6%) and
the United Kingdom (UK) (5%). As of August 2012, Asia had 138 REITs across seven countries, with a
total market capitalization of over USD118 billion, accounting for over 12% of the global REIT market.
The Asian REIT market is dominated by Japan (40% of the market share) followed by Singapore (32%),
Hong Kong (17%) and Malaysia (5%) (Newell, 2012). In REIT investment portfolios, managers play an
active role in REIT operations to ensure that the portfolio attracts investors as well as remaining
financially sustainable. Due to the substantial responsibility of the position, managers must possess
extensive real estate experience, knowledge and skills which involve all levels of operation, industry
updates and strong financial analyses and skills. REIT manager duties include REIT fund
management, portfolio management, asset management, and property management (Newell 2012).

It was emphasized that the manager plays an active role in REIT operations. The manager must
display strong and extensive real estate experience, knowledge and skills, as well as having to be
involved in all levels of operation. Furthermore, REIT managers are also responsible for managing
REIT’s investment, asset management and property management, which includes REIT fund
management, portfolio management, asset management; and property management (Newell 2012).
Ernst & Young Global Limited (2019) showed, in its Global Perspective 2019 REIT Report, that US
REITs are currently showing trends of moving from an entrepreneurial style of managing business to
a more mature, efficient approach. It was found that efficiency and effectiveness are becoming
important differentiators across the sector. The report suggested that the four key areas of REIT
operations that could contribute towards a long-term management success are:

- effectiveness in operation, which includes operational effectiveness to improve quality,

efficiency, cost reduction and risk management,

- allocation of capital,

- transaction through diversion, acquisitions and disposals,

- financing the business via debt management.

Hence, the REIT manager would require strategies to ensure that an effective and efficient
management practice is implemented to deliver the maximum return and continuous growth of the
REIT. Efficiency is the degree in which resources contribute to productivity, i.e. doing things right,
while effectiveness is the degree to which managers attain organizational goals or essentially do the
right things (Certo, 2012). In determining the strategy to be adopted by the REIT manager, they must
analyze, plan and implement a deliberate process in order to maximize profits (Palm 2013).

From previous findings, it is clearly mentioned that the role of asset management strategies is to
ensure the success of the REIT portfolios. In addition, efficient and effective management will
optimize profit and lower risk by strategizing asset management portfolios in REIT investments. Each
country has implemented different strategies for REIT assets, and each company can analyze and
learn from previous performance of the portfolios. The performance of the portfolios will represent
the success of strategic management in REITs.

This study therefore attempts to determine the strategies that should be implemented by
management companies or managers of REITs within REITs” property portfolio. In addition, the study
will identify strategies assumed by global REITs and a comparison shall be made to show the
strategies adopted by Malaysian REITs. The study will focus only on the leading global REITs’
markets, i.e. the US and Australian REITs, comparing them with the Malaysian REITs" market. All
these REITs will be used as a guide and reference in the discussion with regards to Malaysian REITs.
The research will suggest a practical strategy framework that should be adopted by management
companies or managers of Malaysian REITs to implement and perform comparatively with their
global REIT counterparts. This should be done to ensure the long-term growth of their portfolios and
REITs, as well as delivering competitive returns.

2. Literature Review
2.1. REITs in General

REITs are an investment vehicle that offers an easy way to buy and own real estate as well as to have
it managed by an experienced professional, provide a stable income, fixed savings and a long-term
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investment alongside moderate risk. Investors expect total return combinations of dividend and
capital appreciation for short- and long-term growth prospects. REITs offer investors the opportunity
to invest and own an array of high quality and valuable commercial real estate portfolios, such as
offices, hotels, retail malls and industrial premises that provide better returns and steady incomes in
the form of dividends, liquidity, diversification, transparency, global exposure and professional
management. REITs are a hybrid investment that combine the liquidity of the stock market and secure
income streams that are based on rental income through high quality tenants and long-term leases.

2.2. REITs Practice and Process

Although direct real estate investment offers attractive investment features and returns, it is difficult
for a retailer or small investor to access direct real estate investments due to financial and investment
skill restrictions. Therefore Newell (2012) summarized the investment characteristics and general
benefits of investing in REITs under the current guidelines, which are as follows:

- Liquidity - Strong corporate governance
- Diversification - Proxy for direct real estate in the longer
term

- Strong income returns via attractive - Lower management fees
dividend yields

- Mandatory dividend payouts - Low entry costs

- Tax transparency - Divisibility

- Access to high quality commercial real - Proper disclosure via stock market
estate assets guidelines

- Quality professional managers with - Regularly priced to market (not valuation
extensive experience based performance)

- Low debt levels - No shareholder liability regarding debt

- Access to diversified portfolios and sector- - Track record of proven performance
specific portfolios

- Restrictions on real estate development - Short-term volatility due to stock market
activities impact

- Portfolio diversification - Availability —of REIT performance
(sectors/managers/regions) benchmarks

2.3. REITs Drivers and Barriers- Management’ Perspective

Block (2012) highlighted that “REITs own real estate, but when buying a REIT, you're not just buying
real estate, you're also buying a business”. The author further explained that “share prices are moved
in the short-term, by transient investor psychology and insubstantial news, but over the long-term a
stock’s price is determined by its intrinsic value”. Therefore, REITs require an experienced
management company or manager to administer the real estate portfolio to ensure that the REITs
generate steady income and cash flow, growth of portfolios and capital appreciation. According to
Rozman et al. (2016), REITs are considered to be securitized real estate stocks, similar to listed
property companies, which have their own legislative framework and tax transparency. In addition,
each country adopted a different legislative framework which makes its asset management strategies
different and unique.

2.4. REITs Management

Real estate management involves decision making and implementation in investment activities of
portfolios such as acquisition, use and disposal of assets. The general concept of management and
strategy has been used in the management of real estate asset investment as well as in the
management of REITs. The main objective is to formulate a strategy for effective and efficient
management to deliver maximum returns on investments and future growth to the investors or unit
holders. Newell (2012) described the duties and responsibilities of an REIT manager to include: REIT
fund management, portfolio management, asset management and property management. However,
REIT fund management will not be covered in this study as it involves equity and fund scheme
management, and is not directly related to the real estate portfolio. In addition, corporate governance
plays an important role in REIT asset management strategies. A study by Ramachandran et al. (2018)
revealed that good mechanisms in corporate governance tend to primarily gain market confidence
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and produce financial support. Corporate governance plays a major role in long-term strategies.
APREA (2014) suggested that the REIT can be developed through internal and external growth
strategies. REITs" performance is relatively independent of whether the property-level activities are
managed internally of externally (Parhant & Thomas, 2016).

Dess et al. (2010) suggested that managers should set long-term strategies, be proactive, anticipate
change and continue to refine and make dramatic changes to their strategies. This is due to REIT
management involving several levels of activities. These include property management activities, such
as leasing, maintenance, engineering, tenant management, construction management and accounting.
Most importantly in REIT management, investment management is crucial as its responsibilities
include the selection of properties for investment. According to Das and Thomas (2016), REIT
managers are responsible for property selection and monitoring in order to carry out the REIT’s
investment strategy, including making recommendations regarding acquisitions and dispositions of
properties. In addition, REIT strategies ensure operational efficiency to capture the relative ability to
generate cash flow, which is concomitantly related to management of the firm and assets related to
managerial structure, employee retention and human capital (Bercaha, et al. 2019). Similar to other
types of businesses, the ultimate goal of REITs is to optimize the profit level of the investment
activities.

2.5. Advantage of Current Guidelines

Having reviewed the various concepts and aspects of strategy and asset management, the strategy for
REIT management should refer to the lifecycle of the real estate asset, encompassing the various
factors within each cycle, comprising: acquisition or development, operation or management of assets,
maintenance, asset enhancement and, finally, disposal. The asset management can be divided into
three levels: portfolio management, asset management and property management. The identified
strategies include factors that influence the chosen strategies in the management of REITs.

The growth of REITs can be divided into two types: internal or organic growth, and external or
dynamic growth, which are also referred to as the lifecycle of the real estate. As part of the REIT
manager’s objective to deliver maximum return in terms of dividend and capital growth, the adopted
strategy also takes into consideration the investment strategy in its acquisition, diversification factors,
capital structure management factors, capital structure management, recycling and joint ventures.
Therefore, the strategy for REITs that should be considered by management companies is summarized
in Table 1.

Table 1
Strategy Framework

Strategy Framework

Main strategy Sub-strategy

Asset Management

1 Acquisition General acquisition strategy
Specific investment strategy
Diversification

2 Development

3 Asset upgrading/enhancement

4 Disposition

5 Capital management

6 Performance monitoring

Property Management

7 Operation Proactive property management
Proactive leasing strategy
Joint venture partnership

8 Maintenance

Source: own study.
3. Methodology
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This study adopted a content analysis approach to identify the conceptual basis in real estate asset
management and the strategies that should be implemented in managing real estate investments. In
order to analyze the information gathered from the annual reports and websites of the REITs
identified in this research, content analysis of data was used. Content analysis will also act as the main
technique to generate a matrix for the main asset strategic management framework, which is the main
parameter for assessing the asset strategy for all REIT companies. Content analysis is a method of
analyzing large text-based data sets to identify the frequency of keywords and phrases and to discern
patterns within the data (Anderson et al., 2007). Krippendoff (1989) defined content analysis as “a
research technique for making replicable and valid inferences from data to their context”. Content
analysis is a stable research technique used to investigate the strategies implemented by global and
Malaysian REITs by using their annual reports and websites. The steps implemented to conduct the
content analysis as suggested by Krippendoff (1989) were as follows:-

(i) Designing the sample,

(if) Defining the categories of unit of analysis,

(iif) Gathering data; and

(iv) Analysing and interpreting data.

The content analysis allows for the similarities and differences between the strategy framework to
be identified in the literature review, and strategies undertaken by global and Malaysian REITs to be
examined. Subsequently, the strategies that have been identified were ranked by using frequency
analysis to determine the significance of strategies identified in the management of global and
Malaysian REITs.

Most importantly, the main objective of this research is to assess the asset management strategies
of major global REIT companies as well as those in Malaysia. As REIT companies have to abide by
regulations to publish the companies” profiles and performances, most of the information on strategic
management is, therefore, available in the companies’ annual report. Content analysis is a method
used to analyze text-based sources which aims to find the frequency of words and phrases. In this
case, the keywords of the subject matter are asset, strategic and management. According to Henderson
and Cowart (2002), content analysis is a method of analyzing large text-based data sets to identify the
frequency of keywords and phrases and to discern patterns within the data. In the emerging big data
concept, content analysis has become a popular technique in analyzing text documentation
(Stemler 2015). Content analysis is a stable research technique used to investigate the strategies
implemented by global and Malaysian REITs by using their annual reports and websites.

By developing a strategy framework for REIT management, as identified in Table 2, a further
investigation was undertaken to compare the strategies that are implemented by management
companies or managers of REITs in their administration through radar charts. Radar charts are useful
in comparing the performance of multiple dimensions simultaneously or comparing cases with
multiple performance dimensions (Mosley et al. 1999). The strategy pattern of Malaysian and global
REITs produced by the radar chart will be analyzed and compared. The pattern indicates the
similarity or dissimilarity of strategies implemented by Malaysian REITs compared to global REITs.

In the first stage, a review will be conducted to investigate the strategies adopted or implemented
by global REITs. Twenty-five global REITs have been selected in this study, which consists of 10 top
REITs in the US in accordance with S&P Dow Jones Indices as of June 30, 2014. This data includes 15
Asia Pacific REITs from Australia, Japan and Singapore (five biggest REITs in terms of market
capitalization in each country) as reported by Asia Pacific REIT Quarterly: June 2014, issued by
APREA. This process will ascertain whether the strategies adopted by global REITs are in accordance
with the strategy framework identified in the earlier part of the investigation. Thereafter, the
identified strategies were ranked to identify which strategy is the most significant and crucial in the
management of REITs. Finally, the pattern of REITs’ strategies for all the countries chosen was plotted.

The data was collected from the 2019 annual reports and company websites of the identified global
REITs. A total of 41 REIT companies were selected to serve as the sample size. Table 2 contains a
tabulated list of REITs companies which comprise the sample for purpose of the analyses. Thereafter,
the information was analyzed by using content analysis and frequency analysis was subsequently
adopted to rank the undertaken strategies. The radar chart was also used to plot the pattern of
strategies adopted by each of the global REITs. In examining the strategies by the Malaysian REITs,
data was retrieved from the 2018 annual reports and company websites of the 16 Malaysian REITs.
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Table 2
List of REIT Companies as Sample Case Studies

United States REIT Type Singapore REIT

1 Simon Property Retail 21 Capitamall Trust Retail
Group

2 Public storage Specialised 22 r/?;(slf:ndas Real estate Inv. Industrial

3 Equity Residential Residential 23 Capitacommercial Trust Office

4  ProLogis Inc Industrial 24 Suntec REIT Diversified

5  Health Care REIT Inc  Health Care 25 Keppel REIT Office

6 HCPInc Health Care Malaysian REITs

7 Ventas Inc Health Care 26 KLCCREIT Office

8  Vornado Realty Trust  Diversified 27 IGB REIT Retail

9  Boston Properties Inc ~ Office 28 Sunway REIT Retail

10 AvalonBay Residential 29  Pavilion REIT Retail
Communities
Australian REIT 30 Capitamalls Malaysia Retail

Trust

11 Scentre Group Retail 31 Axis REIT Diversified

12 Westfield Corp Retail 32 YTL Hospitality REIT Hotel

13 Stockland Residential 33 AL-Aqar Healthcare REIT Healthcare

14 Goodman Group Diversified 34  Amfirst REIT Office

15 Mirvac Group Diversified 35 Hektar REIT Retail
Japan REIT 36 UOA REIT Office

16 Nippon  Building o 37 AmanahRaya REIT Diversified
Fund Inc

17 Japan  Real  Estate Office 38  Quill Capita Trust Office
Investment

1g Japan Retail Fund gy 39 Tower REIT Office
Investment

19 United Urban  piversified 40 Atrium REIT Industrial
Investment Corp

20 Nippon Prologis REIT Industrial 41 Amanah Harta Tanah Office

Inc

PNB

4. Results and Findings

Source: own study.

The findings from the content analyses from the literature reviews have generated the REIT asset
management strategic framework (see Table 2). This framework is the main parameter for research on
finding the best practices of asset management strategies among REIT companies. This was done by
identifying the strategies of the global REITs; annual reports of 2019 and websites of global REITs
were examined. The main concern was to investigate the strategy adopted or implemented by
management companies of global REITs in their management. The top 10 US REITs were identified by
S&P Dow Jones Indices as of June 30, 2019. Fifteen Asia Pacific REITs from Australia, Japan and
Singapore (five biggest REITs in terms of market capitalization in each country as reported by Asia
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Pacific REIT Quarterly: June 2014, issued by APREA) were selected and analyzed in this study. The
US REITs were chosen for the research as they had the most stable and established REIT market in the
world. Australia, Japan and Singapore were also chosen as they were the largest REITs in terms of size
and numbers in Asia Pacific and amongst the earliest REIT markets in Asia Pacific, which have almost
identical market characteristics to Malaysian REITs. Tables 3 to 7 tabulate all major REITs countries in
terms of asset management strategies. In view of the findings, it has been revealed that the strategies
adopted by global REITs are in accordance with the property lifecycle: from creation through
acquisition or development, maintenance, operation, upgrading and disposal, as suggested in the
literature review. The above analysis also confirms that the strategies adopted by global REITs are in
accordance with the strategies developed in the framework.

Table 3
Asset Management Strategic Matrix

No. Strategy Sub-strategy

Asset Management

1 Acquisition General acquisition strategy
Specific investment strategy
Diversification

2 Development

3 Asset/upgrading enhancement

4 Disposal

5 Capital management

6 Performance analysis

Property Management

1 Maintenance

2 Operation Proactive property management

Proactive leasing strategy
Joint venture partnership

Source: own study.

Table 4 summarizes the results of asset strategy management for US REITs. It can be concluded
that the most significant strategies for US REITs are capital management and general acquisition
strategies, both of which scored 90%, followed by diversification (80%), development (70%) and
maintenance (70%). Only six out of 10 US REITs have specific investment strategies in their
acquisition. Disposition of assets for capital recycling and realization of profits scored 40%; the same
score of 40% goes to proactive leasing strategy. Other strategies, such as asset
upgrading/enhancement, performance monitoring, proactive property management and joint venture
partners are less important in the management of US REITs, scoring only 30%.

Table 4
Summary of results of US REITs
No. Strategy Sub-strategy g](i)iTs of %
Asset Management
1 Acquisition General acquisition 9 90
strategy
Specific investment 6 60
strategy
Diversification 8 80
2 Development 7 70
3 Asset upgrading/ 3 30
enhancement
4 Disposition 4 40
5 Capital management 9 90
78 REAL ESTATE MANAGEMENT AND VALUATION, eISSN: 2300-5289
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No. of |
No. Strategy Sub-strategy REITs %o
6 Perf(?rm.ance 3 30
monitoring
Property Management
7 Operation Proactive  property 3 30
management
Proactive leasing 4 40
strategy
Joint . venture 3 30
partnership
8 Maintenance 7 70

Source: own study.

Table 5 presents a summary of asset management strategies for REIT companies in Australia. The
results reveal acquisition, capital management, performance monitoring and proactive leasing to be
the most significant strategies for Australian REITs, where each strategy scored 80%. A proactive and
comprehensive maintenance strategy and portfolio growing through asset development strategy each
scored 60%, followed by diversification of asset acquisition, real estate upgrading or enhancement and
proactive property management, which scored 40%. Other strategies such as a specific investment
strategy for acquisition, joint venture partnership and disposition strategies are not really significant
when it comes to Australian REITs.

Table 5
Summary of results of Australian REITs
No. Strategy Sub-strategy No. of REITs %
Asset Management
1 Acquisition General acquisition 4 80
strategy
Specific investment 1 20
strategy
Diversification 40
2 Development 60
3 Upgrading/ 5 40
enhancement
4 Disposition 1 20
5 Capital 4 30
management
6 Perfgrm.ance 4 30
monitoring
Property Management
7 Operation Proactive property 5 40
management
Proactive leasing 4 80
Strategy
joint venture
partnership ! 20
8 Maintenance 3 60

Source: own study.

Table 6 tabulates the score, ranking and pattern of strategies adopted by Japanese REITs. Strategy
of acquisition and capital management are the most significant strategies adopted by all Japanese
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REITs. Specific investment strategy and diversification for acquisition and proactive maintenance,
property management and leasing strategy are of equal importance to them, scoring 60% each.
Development activity, asset upgrading/enhancement, disposition of asset and performance
monitoring are not really significant strategies for Japan REITs, with each of them scoring merely 20%.
A joint venture partnership is not implemented by any Japanese REITs.

Table 6
Summary of result of Japanese REITSs
No. Strategy Sub-strategy No. of REITs %
Asset Management
1 Acquisition General acquisition 5 100
strategy
Specific investment 3 60
strategy
Diversification 3 60
2 Development 1 20
3 Upgrading/
enhancement ! 20
4 Disposition 1 20
5 Capital 5 100
management
6 Performance 20
monitoring 1
Property Management
7 Operation Proactive property 3 60
management
Proactive leasing strategy 5 60
Value added partnership 0
8 Maintenance 3 60

Source: own study.

Table 7 presents a summary of asset’s strategic management for Singaporean REIT companies. The
results show that ranking and pattern of strategies adopted by Singaporean REITs reveal that the
strategies implemented are similar to the strategies implemented by Japanese REITs. Acquisition and
capital management are the most significant strategies adopted by all of Singaporean REITs.
Investment strategy, proactive maintenance, property management and leasing strategy all have equal
importance for Singaporean REITs, by scoring 80%. Asset upgrading/enhancement and disposition
strategy both scored 60%, followed by diversification in acquisition and performance monitoring,
which scored 40%. Others strategies such as development activity scored only 20%, and a joint venture
partnership is not implemented by Singaporean REITs.

Table 7
Summary of results of Singaporean REITs

No. Strategy Sub-strategy No. of REITs %
Asset Management
1 Acquisition General acquisition 5 100
strategy
Specific investment 4 80
strategy
Diversification 2 40
80 REAL ESTATE MANAGEMENT AND VALUATION, eISSN: 2300-5289

vol. 29, no. 1, 2021




§ sciendo

Economy of scale 0 0
2 Development 1 20
3 Upgrading/
enhancement 3 60
4 Disposition 60
5 Capital
management > 100
6 Performance 5 40
monitoring
Property Management
7 Operation Proactive property 80
management
Proactive leasing strategy 4 80
Value added partnership 0
8 Maintenance 4 80

Source: own study.

Analyses based on the matrix framework revealed several interesting points. Firstly, acquisition
and capital management are the two most significant strategies adopted by almost all REITs globally
(93%). These are followed by the strategy of proactive maintenance (68%), proactive leasing strategy
(65%), specific investment strategy for acquisition (55%), and diversification in investments (55%).
Next, a proactive property management strategy scored 53%. Development activity and performance
monitoring have a similar score of 43%. The less important strategies for global REITs are the
strategies of real estate asset upgrading/enhancement (38%) and a disposition for capital recycling or
profit realization (35%). The joint venture partnership strategy is not adopted by many global REITs.
A summary of the scores for the strategies adopted by global REIT companies in the various countries
selected for the study is shown in Table 8.

Table 8
Ranking of strategies of all global REITs

US Australian Japanese Singaporean Average
No. Strategy REITs REITs REITs REITs
(%) (%) (%) (%) (%)

1 General acquisition 90 80 100 100 93
strategy

2 Capital 90 80 100 100 %
management

3 Maintenance 70 60 60 80 68

4 Proactive  leasing 40 80 60 80 65
strategy

5 Specific investment 60 20 60 80 55
strategy
Diversification 80 40 60 40 55

7 Proactive property 30 40 60 80 53
management

8 Development 70 60 20 20 43

9 Perfc?rm?nce 30 30 20 40 43
monitoring

10  Upgrading/ 30 40 20 60 38
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enhancement
11 Disposition 40 20 20 60 35
12 Joint ‘ venture 30 20 0 0 13
partnership

Source: own study.

Similar analyses were carried out for the Malaysian REIT companies. Through the use of content
analysis, the strategies that were used by the Malaysian REIT companies were identified in accordance
with the REIT framework. The frequencies of the strategies are published in their annual reports as
well as on their websites. These have been summarized and tabulated in Table 8.

Development activities are not allowed by the regulatory body as stated in the Guidelines on
REITs, issued by the Securities Commission (SC). Therefore, development activities are not considered
as part of the strategies to be adopted by Malaysian REITs. A joint venture partnership is not really
popular amongst Malaysian REITs. This could be due to the restrictions on ownership holdings of
whole or majority interest holdings by REITs in the real estate portfolio. On the other hand, Malaysia’s
regulations do not allow property to be managed by non-registered valuers under the Valuers,
Appraisers and Estate Agents Act 1981 unlike US REITs. According to the research conducted by
Newell and Osmadi (2010), the growth of property portfolios and achieving yield enhancements are
among the priority factors for future development of Malaysian REITs. Therefore, management
companies of Malaysian REITs would need to strengthen their acquisition and investment strategies
to facilitate the future growth of their REITs. Rohaya et al. (2012) suggested that the Malaysian REITs’
performance is influenced by real estate allocation decisions, which consist of property type and
location, the size of REITs and financing policy.

These prove that the performance of Malaysian REITs is influenced by the diversification and size
of the REITs, and their capital structure. Therefore, the strategy of the diversification of type, the
location of the real estate asset during acquisition, and asset allocation of the REIT portfolio (besides
economy of size and capital management strategies), also play important roles in the management of
REITs. Newell and Osmadi (2010) also identified that developing a clearly articulated growth strategy
involving professional management, acquisition of new assets, dividend growth and improved
transparency is required to enhance the local and international competitiveness of Malaysian REITs.
Furthermore, Jalil and Ali (2012) also agreed that the establishment of the advisory board in managing
REITs companies will make it possible to improve the performance of the REIT’s expected return and
systematic risk. Hence, the strategies adopted by Malaysian REITs in their management will assist in
managing and making decisions so as to meet the investors” or unit holders’ expectations.

5. Conclusion

The analyses of the REITs’ asset strategic management from all REIT companies in developed
countries as well as in Malaysia revealed several important findings. It was shown that the key
strategy for REITs is formulated from the real estate lifecycle, which contains activities connected with
acquisition or new development, asset management, maintenance, asset enhancement and disposition.
The lifecycle of assets should be managed within the organizational level of management, which
consists of portfolio management, asset management and property management. As a collective
investment fund with expectations of delivering a stable and sustainable return, this study found that
management companies of REITs should also take into consideration the financial structure
management and continuously monitor its performance. Based on the matrix framework which
developed the main parameters of assessing the strategies, acquisition and capital management are
shown to be the most significant strategies implemented by management companies of global REITs.
These are followed by proactive and comprehensive property management, maintenance, leasing
strategy, investment strategy, new development, performance monitoring, asset enhancement,
disposition for assets and, finally, joint venture partnership. For Malaysian REITs, the findings show
that the strategies adopted are less important when compared to strategies adopted by global REITs.
The research also found that the strategy pattern of the Malaysian REITs is almost identical to those of
their Asian counterparts, that is Japanese and Singaporean REITs. Therefore, it is concluded that, in
terms of asset strategic management, Malaysian REITs are on par with global REITs.
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Table 9
Summary of strategy adopted by the 16 Malaysian REITs
KLCC IGB Sunway CapitalMalls Hektar UOA Amanah-  Tower
No.  Strategy  Sub-Stralegy ppir REIT  REIT Malaysia Trust REIT REIT  Raya REIT REITs
1 2 3 4 5 6 7 8 9 10 11
General X X X X X X X X
Acquisition
1 Specific
Investment X X X X X X
Acquisition Strategy
Diversification X X
Economy of
Scale
2 Development
Proactive Proactive
Property Property X X X X X
Management Management
3 Operation/ Proactive
Asset Leasing X X X X X X
Management Strategy
Joint Venture
Partnership
4 Maintenance X X X X
Asset
5 Upgrading X X X X X X
Enhancement
6 Disposition
7 | Corital X X X X X X X
Management
Performance
8 Monitoring X
No. of Strategy Adopted by Each
REIT 8 6 8 7 5 5 5 2
Percentage (%) 57% 43% 57% 50% 36% 36% 36% 14%
Table 9 cont.
Quill *\ first Starhill  Axis  Amanah AL No.of  Seorefor
No. Strategy Sub- Strategy Capita REIT REIT  REITs Hartanah Agqrar REITs REITs each
Trust PNB REITs strategy (%)
1 2 3 12 13 14 15 16 17 18 19 20
1 General X X X X X X X 16 100%
Acquisition
Specific
Investment X X X X 10 63%
Acquisition Strategy
Diversification X X X X 6 38%
Economy of 0 0%
Scale
2 Development
Proactive Proactive
Property Property X X X X 9 56%
Management Management
3 Operation/ Proactive
Asset Leasing X X X X 13 81%
Management Strategy
Joint Venture o
Partnership 0 0%
4  Maintenance X X X 8 50%
Asset
5 Upgrading X X X 8 50%
Enhancement
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6 Disposition X X 2 13%

Capital X X X X x x 13 81%

Management
8 Perfo?ma‘nce X 2 13%
Monitoring
No. of Strategy Adopted by Each
REIT 2 8 7 4 8 3 3 7
Percentage (%) 14% 57% 50% 29% 57% 21% 21% 50%

Source: own study.

Nevertheless, Malaysian REITs underperform when compared to advanced REIT markets (Razali &
Sing, 2015). Further research needs to be undertaken to assess the correlation between asset strategic
management and the performance of REITs. After almost a decade of active trading and expansion in
Malaysia, it is important for management companies of Malaysian REITs, be it conventional or Islamic
REITs, to consider strengthening their management practices by adopting a long-term strategy as
described in this research. The research also provides management companies of Malaysian REITs
with insight on the importance to priorities the strategy when ensuring the growth of their REITs. The
strategies recommended in this research can be further deliberated by management companies to suit
the objectives and mission of their REITs.
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