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Abstract - Real estate developers face persistent challenges in securing sustainable financing
for large-scale projects. Real Estate Investment Trusts (REITs) have emerged as an alternative
instrument, bridging the gap between developers and investors by providing liquidity,
transparency, and long-term investment opportunities. While the short-term effects of market
shocks such as the COVID-19 pandemic on REITs have been documented, the long-term
recovery patterns and policy implications remain underexplored. This study investigates
REITs as a viable financing mechanism for real estate developers, focusing on how regulatory

frameworks, market resilience, and macroeconomic conditions influence recovery trajectories.

Drawing from secondary research and recent global and Indian REIT cases, the study
highlights that well-designed policies, tax incentives, and robust governance structures are
critical for ensuring long-term stability of REITs. The findings suggest that without strong
policy support and forward-looking regulations, developers may be unable to fully leverage
REITs as a sustainable financing model. The study concludes by recommending greater policy
innovation, improved investor education, and adoption of global best practices to strengthen
REITSs as a long-term solution for real estate financing. (Egbo, Nnamani, and Amuta 2021)

(Alonso, J., et al. 2021).

Introduction

Real estate development requires continuous access to financing. REITs provide a structured and
regulated avenue for channeling capital into real estate assets, thus benefiting developers through
asset monetization, liquidity, and risk-sharing. The COVID-19 pandemic disrupted global real
estate markets, forcing REITs to prioritize liquidity preservation and causing short-term financing
slowdowns.

While short-term effects (asset re-pricing, rental volatility, distribution suspensions) have been
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studied extensively, much less attention has been given to long-term recovery patterns—how
REITs adapt their financing strategies in the years following a crisis, and whether policy support
enhances their stabilizing role. Addressing this gap is critical for ensuring that REITs serve as
resilient financing partners for developers in future downturns. (Cai, Y. 2022) (Ling, D. C., &

Archer, W. R. 20221)
Statement of the Problem

Existing research highlights immediate disruptions caused by COVID-19 on REIT

performance. However, there is little focus on:
1. How REITs gradually reallocate capital and financing strategies during recovery.
2. The long-term impact of shocks on REIT-developer relationships and financing structures.

3. The role of government policy and regulation in enhancing REIT resilience and ability to

support developers post-crisis.

This gap leaves developers and policymakers without a clear understanding of REITs’ potential for
sustainable, long-term financing after major shocks.(Alonso, J., et al. 2021; Securities and
Exchange Board of India (SEBI). (2023). SEBI promotes broadened investor participation in

infrastructure sector for enhanced liquidity. n.d.)

Objectives of the Study

1. To study analyze the long-term effects of market shocks (COVID-19) on REIT financing

behavior toward developers.

2. To study examine recovery patterns across different real estate sectors (retail, office, residential,

logistics, hospitality).

3. To study evaluate the effectiveness of existing policies governing REITSs in supporting recovery

financing.
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4. To study propose policy interventions that strengthen REITSs’ role as stable long-term financing

partners for developers.

Research Questions

1. How do REITs restructure their financing behavior toward developers in the long run after

systemic shocks?
2. What recovery patterns emerge across different property sectors in REIT portfolios?

3. Which regulatory or policy gaps limit REITs from effectively supporting developers during

recovery phases?

4. What reforms are needed to improve REIT resilience and ensure consistent financing for

developers

Literature Review

Research on REITs covers three themes: short-term impacts, long-term recovery, and policy implications.

Short-term studies show that COVID-19 led to volatility in REIT prices, reduced distributions, and
sectoral disparities. (Chen & Patel, 2021) Hospitality and retail REITs underperformed, while logistics
and residential REITs proved resilient. However, long-term recovery patterns remain underexplored.
Studies rarely analyze how REITs return to financing development, adjust portfolios, or build resilience
years after a shock. Similarly, policy frameworks are usually assessed only for investor protection rather
than their role in enabling counter-cyclical financing. (Morri & Mazza, 2019; Brounen & de Koning,

2020).

This gap underscores the need to evaluate how REITs evolve after crises and what policies can enhance

their contribution to developer financing. (marsh 2025) (Alonso, J., et al. 2021) (Cai, Y. 2022)
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Methodology

This study adopts a qualitative and conceptual methodology. It synthesizes existing academic papers
(2019-2024), industry reports, and regulatory documents. The analysis applies a comparative lens across
regions (U.S., Europe, Asia, India) to identify recovery patterns. Policy analysis is also included to assess
gaps between regulatory frameworks and developer financing needs. The outcome is a conceptual model
linking market shocks to REIT recovery behavior and financing capacity. (John W. Creswell and J. David
Creswell n.d.) .

Results
No. |Finding Description / Implication
REITs often postpone resuming development financing or
Delayed Recovery of o ] ) S
1 providing new capital for 2—3 years after a major crisis, prioritizing
Financing o )
liquidity preservation.
5 Sectoral Divergence|Logistics and residential REITs tend to recover faster than retail and
in Recovery Speeds |hospitality sectors after shocks.
Strong governance and transparency correlate with quicker re-entry
3 Role of Governance ) )
by REITs into developer financing.
Existing policies are mostly designed for protecting investors rather
4 Limited Policy Focus|than encouraging REITs to participate in development financing
during recovery.
Developers who depend heavily on REITs for financing face project
Impact on ) i
5 delays when REITs reduce or suspend investment during recovery
Developers )
periods.
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Graphical Representation of Results

Figure 1: Average Delay in REIT Financing Recovery
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Figure 2: Sectoral Divergence in REIT Recovery
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Figure 3: Impact of Governance on REIT Financing Recovery
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Discussion

For developers, reliance on REITs alone can be risky during prolonged recoveries; diversification of
financing is essential. For REITs, balancing stability and development financing is key. For policymakers,
regulatory frameworks should move beyond investor protection to include counter-cyclical support
mechanisms, such as tax incentives or capital relief, that encourage REITs to remain active during
recoveries. This fills the literature gap by emphasizing long-term recovery dynamics and policy

implications. (NAREIT, 2022)

Conclusion

REITs are valuable vehicles for channeling capital to real estate developers, but their role is heavily shaped
by market shocks. While short-term impacts of COVID-19 are well documented, long-term recovery and
policy aspects remain underexplored. This study highlights the importance of governance, sectoral
resilience, and policy reform in ensuring REITs become reliable long-term partners for developers in

future crises.

Recommendations
For Developers:

- Diversify financing sources to reduce reliance on REITs during recoveries.

For REITs:
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- Adopt flexible capital strategies for quicker re-entry into development financing.

For Policymakers:

- Provide tax incentives and capital relief for REIT-financed development projects.

- Create frameworks allowing temporary suspension of mandatory distributions to preserve liquidity.

- Promote standardized transparency to reduce information asymmetry between developers and REITs.
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