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Code of
Professional Ethics

The purpose of this code isto establish clear and ethical parameters for the members of
the International Real Estate Institute. Should a member violate these codes or
standards of professionalism, their designation may be revoked for a period of time,
and/or they may be expelled from the Association.

Members of the Institute must conduct
themselves in a professional manner at all
times.

Members must respect the professional
reputation of other Institute members.

Members of the Institute must strive to
maintain a public awareness that the
Institute Members treat all assignments or
projects fairly and impartially

Members must strive to maintain and
improve Professional Standards and be
willing to assist the Institute to that end.
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Members must respect a Confidential
Relationship with other Institute members.

Members of the Institute must accept only
those projects or assignments for which he
she has the ability to perform in a
competent and professional manner

Members of the Institute must noc accept
projects or assignments which involve a
conflict of interest.

Members of the Institute must not engage in
any practice which is in violation of the law
of the land.
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Greek Real Estate

Antiquities, Beaches, Mountains & Seas

Greece, a Mediterranean country of central Eu-many prefectures.
rope, exhibits real estate opportunities that com-
pete with the real estate opportunities of the resiThe antiquities of Greece that attract millions of
of the European Union membewss Greece international visitors each year originate from the
adopted the euro, the common currency of the20th century before the birth of Christ. Museums
European Union in Januard002, its real estate of Greece celebrate the coungriaistory in terms
investment took on the financial dimension that is of architectural remains from the 20th century B.C.
common to a laye part of the real estate invest- (before the birth of Christ) through the present,
ment world. Real estate investors from Greece andhe 21 th centurj.D. (after the birth of Christ).
other countries may view Greek real estate op-New archeological discoveries add to previous
portunities in terms of worldwide and in terms of archeological finds that have been well preserved
euro market competition. for visitor observation. These architectural won-
ders have been influenced by the Egyptian civili-

Distinguishing Features of Greek Real  zation as well as the other early civilizations of

Estate the areas that border the Mediterranean Sea where
Greek trade has taken place for more than 40 cen-
Greece continues to play a major part of world tUres-

history as it is located on the southern tip of the __ , ]
Balkan Peninsula and is bounded by the lonian>NCe €ighty percent of the Greek surface is cov-
ered with mountains,

Sea on the west, the ) ) :
Aegean Sea on th relatively little agricul-
tural land along the

east, and the Mediter !
coastlines and be-

ranean Sea on th ”
south.Albania and +| tween the mountains
Macedonia form the | is available for the cul-
northern boundaries d | tivation of foodstuffs
this 11 -million popu- | for the Greek popula-
lation country that is# " j| tion. Therefore, the
available farm land is
intensely cultivated to
feed the domestic
population and to ex-
port to other countries.
For example, olive and citrus tree plantations pro-
fusely dot the agricultural landscape where culti-

east byTurkey The
culture exhibits south
eastern European i
fluences and the im-

pacts from the occupation of various forces over
Greeces long and distinguished histogreece

has been occupied by Romans, the MongolsVationis possible. - ,
Turks, ltalians, and Germans through the manyourtéen hundred islands make up the outlying

international conflicts on its soil. Its development Parts of Greecé number of islands were formed

has also been influenced by the many wars hebY Vvolcanic eruptions including the beautiful

tween the original city-states that were predeces_Santorini Island, a resort that is known across the

sors of the current central government with its WOrld- Even the largestisland of this large group
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of islands, Crete, is largely covered by mountainsEastern European countries are far less advanced
But this large island is still a contributor of large than GreeceAs a country populated by Greek
amounts of food stuffs for the Greek and otherOrthodox Church members, the Islamic religious
national populations. Crete has been a well-repatterns of the Middle East do not influence the
garded trading center starting many centuries beeconomy and society of Greece as they do the
fore the birth of Christ due to its central Mediter- various countries of the Islamic Middle East.
ranean position and the development of its ship-

ping industry The Investment Environment for

_ _ _ Greek Real Estate Investment

Two industries dominate the Greek economy:-tour

ism and shipping. Both of these industries depenthg an, introduction to the investment environment,
on the domestic and international economies fog, o need to review the dynamic forces in place.
their economic growth and decline. Since world\ys 5150 need to review the trends in property own-
and Greek economic growth has been relatively ership, the trends in
slow during the years property prices, the
immediately before anq" trends in property fi-
after the entrance of th nancing costs and pri-

21th century both o_f mary and secondary
these leading Greek i market instruments,
dustries have suffere and other closely re-

recently The pursuit | lated topics.
and punishment o
world terrorists since
the U.S.World Trade
Center calamity of Sep
tember 11, 2001 hav
also undermined worlg pean Union financing
and Greek economic of new Greek infra-

growth and. therefore, Greek tourism and ship-g,ctyre low financing costs use of the euro, the

ping. European Union common currency stable gov-
) ernment with a relatively flexible approach to eco-
As the Greek government and businesses MovRqmic restructuring and moderization good com-

ahead economicallyhey tend to compare their  nications system based on computers and cell
path of economic development directly with the 5, ,nes privatization and less government inter-

historical economic progress of Ireland, PortugaLvention, ownership, and control upgrading of

and Spain. The economies of the other Balkanrism infrastructure due to the 2004 Olympic
countries to the north are behind the developmeng 5 es

of Greece; in fact, Greek investors have placedg|atively low real estate commissions.
sizable sums in various businesses and real estate

in Bulgaria, a country immediately to the north- gjnce Greece joined the European Union (often
east_ofGreecé’he economic development ofItaly  sppreviated “EU") in 1989, it has received sev-
a neighbor to the west on the Mediterranean Segy | gistributions of funds for various infrastruc-

has taken a different path than that favored b_y the,re projects as one of the poorest members of the
Greeks. Many of thé/estern European countries gy The current Structural Funds program of the

are far more advanced economically; many of the-(j tor Greece ends in 2006. This EU funding

The dynamics forces
at work in the Greek
real estate market-
place include Euro-
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that is supplemented by domestic sources of fundthe Japanese yen the leading international curren-
ing, enables the government to upgrade the transeies - since its formal adoption by the EU in Janu-
portation system, as one exam@la.outer ring  ary, 1999. Property investors wishing to avoid-cur
road forAthens that links th rency risk appreciate Greese’
now international airport to th adoption of the stable and highly
southeast dhthens to the Por valued euro. Euro net receipts
of Pireas which lies southwe from other assets in the EU, in-
of Athens is scheduled fo cluding real property holdings,
completion by 2006, the yeqd | may be efficiently employed in
the current EU funding runfy _ euro-denominated real estate in-
out. The EU funding is also b i,;j- <l vestments of Greece or euro net
ing used for extension of th ' receipts from various assets in
Metro (subway) lines and foje" 7 Greece can be efficiently em-
the establishment of a compr i : ployed in other EU euro-de-

hensive Greek land registry s ok nominated investments without
tem. IRRE] the risk of possible loss of prin-
cipal.

Greece enjoys the continuati L

of relatively low financing The Greek government gives an
costs. For example, home mo impression of stability and flex-
gage rates have declined fr ibility in governmental changes
approximately 15 percent t to modernize the financial sys-
less than 6 percent within the tem, its programs, and its poli-

last few years. During the same period Greekcies. The government has been open to sugges-
3month money market rates have declined fromtions from the private sector about economic re-
about 14 percent to a little over 3 percent and 10structuring, tax collection, and governmental
year government bond yields have decline from 8change for diciency. The government under the

% percent to a little over 5 percent. The differen-leadership of Prime Minister Simitis has taken the
tials between euro area interest rates related to homaitiative to make welcome changes to the poli-
mortgage loans, money market deposits, and 10eies, programs, and operations of the government.
year government bonds have all narrowed sinceA representative of a major international account-
1998 to about one-twentieth of one percent. Ining and consulting firms was heard to say that,
recent decades, Greek interest rates in general hawence the current government administration hears
been relatively high in comparison with euro areasuggestions for needed changes, the administra-
interest ratesAn abundance of capital is avail- tion considers the suggestions and often has
able from capital markets activity and institutional adopted the suggestions in whole or in part. There
savings accumulated during the last half of the dehave been comments in the national press that
cade of the 1990s and during the initial years ofPrime Minister Simitis may face major challenges
the 21st century to his continuation in office in the next general
Greeces recent adoption of the euro, brings the election.

country into property investment and lending com-

petition with the other EU member countries asIn preparation for meeting the EU and EMS en-
well as non-EU countries. The stable and highlytrance requirements, the Greek government has
valued euro has competed with the U.S. dpllar privatized some of the previously state-owned
the British pound sterling, the Swiss franc, andcompanies. Instead of selling all of the state-owned
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national telecommunications compar@QTE, tion against the weather and air pollution, the in-
National Bank of Greece, and the Hellenic Ship-frastructure upgrading for the 2004 Olympic
yards, only a portion of the total shares has beeGames and beyond is being financed by the Eu-
sold by the government. Since Olympidines, ropean Union and domestic funds. The improve-
the state-owned common carribias been ad- ment of the Metro and the ring road as well as the
judged bankrupt recentlgo serious bidders have international airport are part of this overall effort
appeared on the scene for the national airlines. Thiy the public and private sectors. The new inter-
older operating structures of the governments portnational airport moves the airport traffic more to
folio of casinos have been placed on the markethe southeast of the city where there is space for
in a privatization move; older casinos such as thamore land development and permits the redevel-
of the island of Rhodes have reportedly drawn naopment of the old international airport to the south-
interest from investors in the form of bidhe  west of the city center near the coastline.

Greek government has started to privatize a por-

tion of a few of its assets which portends a futurelmprovements are being made in the existing
with less national government intervention, asseOlympic Stadium and the surrounding auxiliary
ownership, and control. Even a portion of the gov-properties. Media buildings with residential space
ernments tourism assets are being sold through there being built so that they may be converted into
privatization of the__ permanent residential
Greek NationalTour [~ buildings after the
ism Company The Games. The current
pervasive socialism o traffic congestion in
earlier years is beingy the area of the Olym-
gradually dismantled. pic Stadium needs to
be alleviated with the
new ring toll road and
the extension of the
Metro. Since there are
few hotels in the im-

The communicationg
system of Greece ha
recently become mor
efficient and accessibl
by more citizens due t mediate vicinity of the
the use of electronid x : Olympic Stadium,
mail through computer traffic is generated as
usage and due to the common personal use of thasitors move to and from more distant hotels as
cell phone. New businesses and households dthey attend the Games and auxiliary events. The
not feel compelled to wait for months to have Olympic Games central campus lies between the
phone line applications processed and fixed-linenew international airport and tii¢hens central
phones installed by the stateovmed telecommunibusiness district in a fully developed higher in-
cations companyfhere is a high-level of personal come residential and commercial area.
adoption and use of cellular phones for business
and personal purposes. The worldwide personafccording to a recent news release in the
adoption of cell phones for telecommunicationsKathimerini supplement to theternational Her-
has well penetrated the Greek market. aldTribunenewspapeian additional 1,950 rooms
are being added to the existing hotel room supply
Investment opportunities exist as the tourism in-with the approval of thathens Planning @ani-
frastructure is upgradeAds the pre-Christianity  zation. The additional supply will be added to four
ruins are preserved more aggressively as protediotels in various resort, urban, and suburban lo-
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cations, according to the Hellerfliourism Prop-

erties company (often abbreviated %7, the The fees and commissions for real estate agents’
asset management company of the Greek Nationajervices range from one to two percent of the sale
Tourist Oganization. Since a tourism training Price of the propertyThe range in commission
school that is situated currently at the Hellenikonincome from a transaction stems from the terms
airport is being moved, these accommodation fa-n€gotiated by the agent and the clientproperty

cilities can be converted into 250 hotel rooms for OWnet The higher the ééred property price, gen-
the Olympic Games. erally, the lower the commission percentage. In

contrast, in the United States, the marketing com-

As part of the government privatization effort, the missions for commercial properties range from one
government-owned casinos are being sold - at leadf three percent of the agreed property price and
in part. The government plans to keep its contractdOr residential properties, six to eight percent of
that provide for government receipt of 20 percentthe property price.
of the casino revenues. The Mont Pames casino
complex on Mt. Pamitha in the heartAthens,  Interest Rateand Private Lending Trends
that provides 500 hotel rooms, is being privatized.An investor considering Greek real estate finds
The newer casinos are attracting some bids fronthe interest rate environment favorable whether in
private investors; the older casinos whose attenGreece or in a foreign investerhome country
dance and revenues have diminished greatly infThe worldwide recession has prompted relatively
recent years attract essentially no bids. low short- and long-term interest rates. Therefore,
borrowing to purchase Greek real estate or Greek
In a move to upgrade retail-leisure complexes,real estate securities may be advantageous: Using
private companies have developed a few retailfinancial leverage may be profitable. Looking to
leisure centers that have not yet proven financiallythe Euro area and to Greece, we note that average
successful in general. floating rates of interest
The government is for household-related
anticipating upgrad loans approximate 5 %2
ing its marinas. Man to 6 percent. In the
marinas are locate same locations, the
on the mainland pen short-term rate - the 3-
insula, on the month money market
Peloponnesian peni rate - was 3.34 percent
sula, and on the 1,402 while the long-term
islands of the lonia government bond rate
and Aegean Seas approximated 5 per-
Greece has long bee cent.
a maritime country forl_S
social and commercial Due to the decline inin-
purposes. Crete, the largest island of the groupterest rates and the availability of funds following
ing, has long thrived on maritime trade. One ofthe rise in stock market prices as the new millen-
theAthens-based development companies that igiium opens, private sector lending in Greece rose
affiliated with a major Greek construction com- to high levels year-end 2000 (euro 55.2 billion)
pany is attempting to get planning permission for and 2001 (euro 69.4 billionjs Greek housing
a retail-leisure center at one of the Cretan maridoans rose in financial volume to euro 15.2 billion
nas. by November 2001, the housing sector loans be-
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came 22 percent of 2001 total private sector loanpeople are migrating into Greece from the north-
from 16 percent in 1990. The growth in the vol- ern border countries of Macedordbhania, Bul-
ume of housing loans has exceeded the growth igaria,Turkey and from previous Commonwealth
total domestic private sector loans as a wholeof Independent States countries such as Georgia.
Many houses are purchased to accommodate
growing families, to provide second homes in sum-Labor costs remain relatively high as is the pat-
mer vacation locations, to replace earthquake dantern in EU member countries. Retirement contri-
aged homes, and to gain up-to-date and moderhutions from employers, employees, and the gov-
homes in urban employment locations. ernment are relatively high. The growth in num-
bers of retirement age people continues to outpace
Earthquakes of significant impact to real estatethe growth in numbers of working people. Gov-
interests have occurred in ernment provision
the late 1990s and in t of social security
early 1980s. The eart for retired workers
guakes have not regis becomes more of a
tered significant num problem as time
bers by the Richter scal passes as it does in

as they have in easte | all advanced
coastallurkey and in Ja: v e BB economies. The
pan, but the earthquakeite:/ ; g L R high costs of health
nevertheless, have take [5& " % PRt W insurance continue

to rise. The wages
commercial, and indusje paid the migrants
trial buildings. The prop-fis from the north tend
erties have generally re- to be the same as
mained in use, but reconstruction and renovatiorexisting Greek resident workers. The migrant

are needed particularly in a relatively low interestworkers may aid the Greek economy by at least

period. initially taking lower-paid service jobs that are not
considered as desirable by existing Greek work-
The General Economy and Trends ers.

The Greek general economy is still thriving in the

aftermath of the prosperity of the last half of the Income taxes are relatively high. Due to the ma-
1990s and early part of the new decade. The dger government expenditures for the improvement
cline in the major industries due to the worldwide of the infrastructure before the 2004 Olympic
slump in economic activity tourism and shipping Games, income tax rates may have to rise if the
- are given credit for the government budget defi-Olympic Games do not “pay for themselves.” In
cit. Exports have declined from higher prior lev- past Olympic Games, the events at a few loca-
els. Imports remain high. Basic manufacturingtions have paid for themselves. It has been said
continues to be a minor employment area in ahat the Log\ngeles Olympic Games paid for it-
country that has always thrived on shipping andself. More recentlyfor example, the Lisbon, Ror
tourism As the government seeks to raise the numiugal Olympic Games created a big enduring gov-
ber of highly educated workers, it hopes to en-ernment deficit. The Greek government and busi-
courage the development of high technology comnesses are analyzing the possible financial results
panies rather than count of the rise in traditionalof the Games and trying to maximize the benefits
manufacturing companies. Significant numbers ofto the Greek society and econamy
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gion or prefecture in whicAthens is located.
Government Ownership and Divestiture of Major traffic arteries are located MestAttica
Property that move traffic flow northward toward Larissa,

The government privatization is Ongoing_ But, as Delphl, and Thessaloniki and the northern resi-
a number of Greek businesspeople, sty  dential suburbs ohthens.At present cars with
privatization amounts to only partial divestiture of license numbers ending in even numbers may
government proper’tbank, telecommunications, enter theAthens Central Business District on al-
airline, and other asset/company ownership. Thdernate days with cars with license numbers end-
government generally continues to control theing in odd number#s some Greeks sgghouse-
companies and assets. The Greek Public Estat@old needs two cars while this driving restriction
Co., a central government agentsnds to hold  is in effect, one with a license number ending in
title to and manage the many wholly owned gov-an even number and one with a license number
ernment properties such as subsidized housing an@nding in an odd number
government office buildings. The government is
said to own roughly 300 properties covering aProperty Law and Regulations
variety of land uses.

Greece has property laws and regulations that are
The establishment of asset management companuch like those of oth&kestern European coun-
nies is being encouraged for the skilled manageiries. In contrast, though, Greece is newly estab-
ment of government and privately owned proper-lishing some institutions and legal systems that im-
ties. The education pinge upon real prop-
and training of asse erty ownership; some
management perso of these have long ex-
nel is being encouriil isted in countries that
aged for multiple rea have previously be-
sons. Onereasonist come members of the
impending develop European Union. For
ment of real estate an example, with financ-
security mutual fundg ing from the European
that need properl Union funds, Greece
trained personnel. Fo Is establishing a com-
example, the govern prehensive property
ment divestiture of registry system. Until
property and compa- this time, the notaries
nies has impelled the formation of asset-holdingof Greek have been charged with the awesome
companies whose proper management requiretask of assuring property title at the time of im-
educated and skilled security and real estate portpending property title transtefhe notary has
folio managersAt the same time, the traditional been forced to assure property title with the use of
colleges and universities tend not to offer coursesonly a rudimentary form of a property registry sys-
or course content in security and/or real estatdem.At present, most of the property registry sys-
portfolio management. tem is in place for the major urban areas of Greece,

though the system may not be established in all
To alleviate the centr@ithens trafic problems, rural areas. Generally the property price that is
the Greek government proposes to move at leastecorded on the land registry is the “objective
certain agencies t/estAttica. Attica is the re-  price” set by the government for property taxa-
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tion purposes, not the actual price paid to closgoads. One reaction to the period of economic
the transaction. Since many Greek properties havprosperity of the last half of the 1990s and the
reflected multiple owners in past years, the busi-€arly years of the new millennium has been the
ness of title assurance has been fraught with conrpurchase by many households of private automo-
plexity and uncertaintyOne reason for the delay biles with their newfound personal “wealtfifie
in creation of a comprehensive property registrynumerous vehicles in operation in the urban areas
system may have been tax avoidance. Greece hégve caused air and noise pollution, but air pollu-
long been a tax avoidance econoWhith incom-  tion has caused health concerns and concerns
plete ownership records, tax regulations have beeabout the deterioration of the many ancient sites
difficult to enforce. that attract the millions of tourists each y&duwe
Property taxation is coal-burning heat-
based upon property 'i ing systems of
tax rates, property as |11” homes, office
sessed valuations, a buildings, and in-
property tax ratios tha dustrial plants have
reflect how much of thg been causing air
property assessed valfs pollution that may
ations are subject t( be remedied by the
property taxation. Th extension of natu-
government sets an “ol ral gas lines from
jective price” for each the countries bor-
taxable propertyin re- dering the Black
centyears, as objecti Sea and the con-
prices were re-estab struction of natural
lished for each taxable gas-fueled heating
property the objective prices have gradually ap- plants. Only a few municipal buildings in the heart
proached market values or market prices. But th@f Athens have been fueled by natural gas; many
objective price is still considered lower than the industrial plants iWVestAttica have benefited from
“market price,” that is called “market value” in natural gas. In the immediate future, new residen-
the United States. Since property taxes are assdial and commercial space in the new develop-
ciated with objective prices rather than marketments near the new international airport and the
prices, the property taxpayer tends to be morenew ring road toll exits will be served by natural
comfortable with this form of taxation. Property gas lines. Greek residents and business owners
taxes are collected nationwide, but local taxingare awaking to the benefits of natural gas; they
authorities establish the objective price for eachhave viewed as a danger natural gas as a fuel. En-
taxable property vironmental pollution is leading the citizens to
view favorably the cost effective and less pollut-
Environmental protection has become a commonlyng characteristics of natural gas consumption.
discussed topic in Greece. One reason for the con-
cern about environmental protection is the gradual-and planning and project approval became more
diminution of the ancient ruins such asAlceopo-  rigidly administered in the early 1990s, according
lis and theTemple at Delphi due to the weather to Greek real estate professionals in 2002. Earlier
and air pollutionAnother reason for the concern land planning and project approval were less vig-
about environmental protection is the exorbitantorously administered. Government approval of
number of vehicles that are operated on Greelproject plans, according to a development com-
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pany subsidiary of a leading Greek constructionGreek property valuers is trained in the valuation
company may take 7 or 8 years to obtain for traditions and practices of the United Kingdom.
projects on the mainland or on the Greek islesA large group of valuers who practice their skills
After years of negotiation with Crete planning au- and art inWestern European countries today is
thorities, the development company chief execu-trained in United Kingdom-based methods, also.
tive officer was still negotiating with the various Both of these Greek valuation groups serve their
layers of government entities to gain approval ofclients by estimating market values of properties
a proposed leisure-marina-retail project. Projectfor various client purposes. The 30 valuers trained
permissions must be gained from the relevant govin the British methods that are sanctioned by the
ernment entities that are associated with the fedRoyal Institution of Chartered Surveyors (often
eral government, the numerous prefectural gov-abbreviated the “R.1.C.S.”) have recently formed
ernments, and the numerous municipal govern-an Institute of GreekKaluers.This new trade as-
ments. sociation can educate prospective property apprais-
ers in the British traditional appraisal methods.
Indexing of contract payments is permitted. Build- Quite often British-trained valuers, chartered sur-
ing leases may be indexed by the governmentveyors, and estate agents of a country serve pri-
maintained Consumer Price Index. Mortgage rategnarily foreign clients such as foreign-headquar-
may float a negotiated number of percentage pointéered multinational corporations and foreign in-
over Euriboythe short-term interest rate that is rep- vestors until more of the local valuers are trained

resentative of short- in the British-based
term financial costs i methods. Then the Brit-
the EU countries whq ish-trained valuers com-
use the euro for thei pete for domestic cli-
currencies. ents with their col-

leagues who are mem-
.| bers of the Board of
= Sworn-InValuersThe
i1 R.I.C.S. Red Book, a
| periodically updated
%4 loose-leaf 3-ring bound
book with a red cover
serves as the appraisal
guide to practitioners

gr%ups of md_wﬁ\tlj_?ls . N ial adhering to the British traditions. The seven or so
and companiesiiinesses In property appraisal p | o g appraisal methods/techniques generally

legal cases that testify about property valuationsmay be condensed into the three main appraisal

must be members of the Board of Sworn-In oo that are advocated by Ameerican In-

Va_luers.Th_ls 'S a group of twelve university- stitute ofAppraisersA chiefAthens-based valuer
trained engineers, architects, and lawyers use thell, . ~ ol branch office of a prominent U.K. char-

Sdluc?_tlcr)]n da?d tr_?_'r:"n? to _perlforr:[n tg_?r prlogertitered surveyor firm that is based in London pres-
aluation duties. The classical or traditional tree ently serves as the president of the European In-

univer_sities do not educat_e pro_spective IC)"’lrtid'stitute ofValuers, an @anization that is headquar
pants in the real estate business in approved meﬂféred in ParisThe European Institute d&luers

ods of_property appraisal. This is the same pattern o, affiliate of the Royal Institution of Chartered
established for property valuers in most of the

: Surveyors of London.
Western European countriédssecond group of y

Valuation  of
Greek Proper- [
ties '

by two different



Greek Real Estate 13

Methods of Analysis: Use of Offering Prices bordering on Syntagma Square in the center of
Rather Than Transaction Prices Athens often amounts to 55 percent of the total
Since real estate transaction information is so dif- value of the office building. In more secondary
ficult to procure in the Greek society that is ac- office building areas dkthens, the land value of
customed to secrecy in its real estate dealings,the office building may be only 45 percent of to-
valuers trained in the British methods and tech- tal property value.

niques use property offering prices rather than

actual sale prices of properties comparable to theRelatively High Home Owner ship Rate

subject propertyThe valuers inquire among-ar  In an era of increasing home financing due to the
chitects, developers, and builders about sale andrelatively low home mortgage rates, the appraiser
offering price information to establish the market gains more business as property in the form of
value of the subject. The land registry records tendloan collateral must be appraised. Home financ-
to show only “objective ing appraisal is par-
pricee” that are set by th ticularly important
government as propert because approxi-
values for tax purposes. Bl mately 80 percent
actual transaction prices c4 of all homes are
be located for somg | owned by their oc-
comparables when the go W | cupants. The rate
ernment is a party to th{': 1 of home owner-
transaction; market price | ship in Greece is
for comparables arg | the highest of the
recorded for these goveri| i | countries of the

i | European Union.
This relationship is
the reverse of the
As well as using the market approach to value, sjtuation found in most countries of the world were
the British-trained valuer in Greek uses the de- more than half of the countsytitizens reside in
preciated replacement cost method to establishthe capital cityln most European cities, the home
market value for properties in rural areas and in ownership ratio is relatively low because house
urban areas that have had little market actiVitg prices are relatively high due to the traditional
income approach is generally used when commer-European construction methods that require ample
cial property is valuedppraisals of commercial  time and expensive materials for construction and
and industrial properties such as office buildings because the prohibitively high prices of houses
and warehouses are often performed to supportprecludes home ownership until the buyer is thirty
share prices on th&thens $ock Exchange, to  years of age or older and has accumulated a suffi-
value loan collateral, and to give potential sellers cient down payment.

and buyers assistance in valuing properties for sale

or purchase. Leasing Terms and Investment Yield
Comparisons

tions.

High Ratios of Land Value to Total Property

Value Even though apartment renting is not pervasive
Valuers recognize that land value may be 45 to 55i,, sch a high home ownership environment, the
percent of the total improved land value. For ex- |esing of office and retail space is common. The
ample, the value of the land of office buildings minimum apartment lease runs three years, accord-
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ing to some real estate marketing people; othersnarket investments. The Athens Stock Exchange
say that a two-year apartment lease may be foloverall value has declined approximately one third
lowed by a one-year renewal peridh apart-  since its recent peak in line with other leading stock
ment tenant may break the lease with an extra onexchanges of the world. Therefore, we note that
month’s rent payment.he minimum diice lease  major investors of Greece such as the commercial
period is 12 years. The advance payment runs onbanks and the shipping companies, have large di-
to two monthly rent#\ service chage ranges from  versified portfolios that include real properties. The
10to 15 percent of the rental opeA lease clause real estate portfolios of the banks are so large that
may permit a break in the lease in the third yeareach major bank, in general, has established a
The leasing fee runs 8 to 17 percent of the firstproperty management subsidiary to transact prop-
years rent. The 12-year office lease may have a 4erty business, to manage the property holdings,
year renewal period. The renewal of the office and to prepare for the listing of their properties
lease is subject to negotiation between the tenarthrough future real estate investment companies
and the building owner or the renewal clause mayor real estate mutual funds. Legislation is mainly
provide for indexing that calls for an increase in in place for the listing of more real estate invest-
rent set at the change in the Consumer Price Inment companies or real estate mutual funds on the
dex plus one to three percent. If there is no clauséthens $ock ExchangeAt present less than a

to this effect, the government says the office rentdozen real estate companies are listed and actively
can rise to 75 percent of the Consumer Price Intrade on the Exchange.

dex; the same thing is true for apartment rents.

Commercial tenants, including office space ten-To track the movement of indications of property
ants, may break the lease by giving six monthsprices, an index is being developed under the aus-
notice and by paying four months’ rent as a pre-pices of such principal property investors as the
mium. Or the commercial tenant may break thecommercial banks. The offering prices of thou-
lease after two years with six months notice andsands of properties are being fed into a computer

by paying four months’ rent. model to derive an initial index. The affice is man-
aged by a graduate student of a universiftf
Investment proper ens, and university stu-

ties may yield 6 to
9 percent a yeain
2002, prime retaillg _
investment yieldSkes
were estimated at J°
percent while
prime office yields :
approached 8 perjs3

cent. Earlierfrom ;,‘fg
1994  throughfEhe

1996, prime office [l o
yields were 12 per s
cent and prime re

dents are aiding in the data
acquisition from property
owners and managers.

2| Marketing Greek
{ Real Estate

{ The commissions paid the
& Greek real estate agents

8 range from one to two per-
cent of the finalized sales
| transaction price An

- S S amount representing one
tail yields approximated 11 percent. Since bank-,onths rent may be paid as a leasing commis-

related investments may yield only 3 %2 percent &jon |n order to work actively in real estate mar-
year major investors have turned to property in- yqting, the government requires the receipt of a

vestment in recent years from their earlier stockj;canse whose requirements are set by the gov-
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ernment. The license requirements follow: (1)
the licensee must have a clear criminal record,
(2) a certificate must be presented that shows
that the real estate company to which the mar-
keting person is associated is not in bankruptcy
proceedings or is not presently bankrupt, (3) a
certificate must show the completion of high
school or higher education, (4) the person must
present his or her identification card. These cer-
tificates and cards must be presented to the pro-
fessional chamber éfthens in order to obtain
the necessary licensifter attaining the real
estate marketing license, the person must go to
the Union of the Real EstaAgencies, the of-
fice that takes two pho:

ings, real estate stock market listings, articles on
new projects by industry leaders, black-and-white
and color full- and partial-page advertisements, and
smaller classified advertisements covering all
Greek mainland and island locations were prop-
erties are listed for sale and lease. For example, if
a person were looking for a vacation home on a
Greek island, many homes are listed for most of
the islands. Many second home properties are also
listed for southern suburbs Athens where the
weather is more tropical year round and proper-
ties line the beautiful shoreline.

Transactions cannot be finalized on the internet
or web property mar-

tographs of the applicarr

and his or her identifica
tion card After the pre-
sentation of this require
information, the persor
may exercise the role
and assume the respo
sibilities of this profes-
sion.All licensed real es
tate agents and broke
are eligible for member
ship in the professiona
body called the Union of
Real Estatdgents.

The media employed by property owners and
licensed real estate marketing people include
the internet, agency signs in front of properties
to be leased or sold, classified advertisements
in generally distributed newspapers such as the
English-languagKathimerininewspapetele-
vision, and real estate trade magazifi@s

real estate professional publications are periodi-
cally published: One magazine that is printed
on light green newsprint contains, in the Greek
language, classified ads - a few in full color -
for the various Greek areas and islands on 80
pages or more. The other real estate professional
periodical that has full-color front and back cov-
ers contains tables of current mortgage offer-

keting sites. The nota-
ries must participate in
each transaction. They
search the title and pre-
pare the way for the
closing of each transac-
tion.

+| Construction and
| Land Develop-
ment

Several large Greek construction companies, that
are each generally affiliated with major Greek
banks, are occupied with infrastructure projects,
building completion, building renovation and ex-
pansion, and the management of subsidiaries that
are charged with land development and property
management responsibilities. One construction-
developer company is so prominent in a midcity
area that signs advertising the company are placed
on many buildings along a major artery stretching
to the new international airport. The headquarters
office of this prominent developer penetrates the
skyline in the same general area with a multiple-
story skyscraper

The lagest Greek construction compaByjlinkki
Techniki, has an 35 percent ownership position
in the new ring toll road and is actively engaged
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in this project that has completion scheduled byBuildings are created primarily with steel, steel-
the Olympic Games in 2004. It has plans for thereinforced concrete, and marble in Greece. Lum-
development of one or more of the new ramp ar-ber may be used for scaffolding. The interior walls
eas of this new toll road including a major toll may be built of brick, not gypsum board and wood
road intersection in southe&shens where ama- studs as in the United States. The ceilings in the
jor site is under development with mixed land use.older residential buildings may exceed the U.S.
This construction company plans to incorporatestandard 8-foot ceilings: The higher ceilings al-
natural gas heating in the upscale homes of thisow the summer heat to move upward to the ceil-
large development area that borders of the genings. These ceilings may exceed 15 feet from the
eral location of the international airport. When the room flooring. The building methods today allow
current infrastructure and land developmentfor earthquake protection since Greece has expe-
projects are completed, rienced mild earth-
this company looks for quakes periodically
ward to working with Since Greece mines
the National Bank o marble from its quar-
Greece and othe ries, bathroom floors,

banks as a joint ventu i walls, and
partner in the develop countertops may con-
ment of bank land sist of varied colors of

marble. Even side-
walks are made of
marble. Their uneven
surfaces may be

holdings. The construg
tion company has
small ownership inter
est in the Nationa
Bank of Greeca real | traced to the earth-
estate subsidiary quake activity and
(Note: The government still has an ownership po-fast and inefficient laying of these marble walk-
sition in most of the previously 100 percent state-ing surfaces.
owned banks.

Financing Greek Property
As is the practice in Japan, scarce and expensive
land of Greece is often developed by agreement et us review the sources of funds, the methods
between a builder-developer and a propertyof property financing, common loan terms, the
owner A building of several units may be built mortgage lending process, and the Greek progress
on the land according to the agreed developmenin the securitization of Greek real assatsa part
plans. Then the builder-developer will be allocatedof the property financing picture, residential mort-
part of the units in payment; the land owner will gage lending has been growing at a rate of more
take the remaining portion of the units. Both par-than 37 percent per annum as the end of 2001
ties may benefit financially from the agreement. while other lending to the private sector has been

The land owner may reside in one of the reSU|tinggrowing 0n|y 27 percent as of the same period_
units as the owner of several of the apartment

building units. Numerous commercial and apart- g5y ces of M ortgage L oans

ment buildings are developed by this entrepreneurg;yst the large volume sources of funds for loans
ial design in Greece. For this reason, we mightin ¢ finance real properties include the commer-
conclude that real estate development is one ofj5| hanks, the Postal Savings Bank, the leasing
the most entrepreneurial businesses in Greece. companies, and the venture capital companies. The
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government retains ownership interests in most obf Greece since home ownership has attained a
the Greek-chartered commercial banks. Theseate of approximately 80 percent.) Real estate leas-
banks finance residen- ing is a relatively new business activity since it
tial, commercial, an was endorsed in 1999
industrial properties of under National Law
ten in partnership wit 2682. This recent law
land developers, gov| pertains only to com-
ernment agencies, ing. S mercial premises such
stitutions such as th{#&% as offices, shopping
Postal Savings Bankg® centers, and industrial
and other large privat¢™ properties and the us-
lenders.According to ers of leasing services
the National Bank off = who are professional
Greece, the banks prq people such as doc-
vide 80 percent of tors, lawyers, and
mortgage credit. Thd businesspeople.
National Bank of

Greece, for example, finances about 40 percentermsof Mortgage L oans

of the Greek homes. This is partially due to theHousing lenders offer both fixed and floating rates
fact that the National Bank of Greece took overof interest. These floating home mortgage rates
the portfolio of the National Mortgage Bank when haye declined from 25 percentin 1992 to 5.7 per-
it was recently privatizediccording to the Na-  cent in 2002 at the National Bank of Greece, for
tional Bank of Greece, the Postal Savings Bankexample. The housing collateral for the loans has
and the Loans and Consignment Bank have promcreased in value more in tAthens metropoli-
vided financing for subsidized housing loans fortan area than is has in the other urban afdhs.
certain sectors of the Greek populatsof May  ens area house prices mere rising by more than 13
2001 a change in regulations permitted all compercent a year in 2000 and 2001 while other ur-
mercial banks to provide subsidized home morthan area house prices were rising only 8 percent
gage loans. First-time home buyers can acquirgn average in 2000 and 11 percent on average in
subsidized home loans if their incomes are belowpp01. Lenders have noticed that house building
a certain amount. costs have been rising at a rate lower than the rate
of inflation; recently inflation has declined to 3 to
The banks have large sums of money available3 5 percent while house building costs have risen
from their capital gains from the recent sales ofgt the relatively low rate of 2 2/3 percent a year
securities at the peak of the stock market which_ife insurance policies are sold on a voluntary
was reached a few years ago. The same thing ten@gsis to borrowers as a part of home mortgage
to be true of the other mortgage lenders. lending. Mortgagors are expected to maintain haz-
ard insurance on the collateral property for cover-

The leasing and venture capital companies ten@ge of such events as fires and earthquakes.
to finance land for commercial and industrial land

improvements and commercial and industrial M ethods of Property Financing

buildings; larger residential land parcels and build-The real estate market has considered and used to
ings may fall under their financing jurisdiction. some extend the following real estate finance
(Note: Rental apartment projects do not assume ghethods: bank loans, project finance, sale-
large portion of the residential property portfolio |easebacks, preselling of units of proposed land
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developments, and securitization. Bank loans haveonsumed by publicity about the impending auc-
assumed the leading position in housing financetion of the foreclosed property and the acquisition
Commercial and industrial properties may also beof valid title by the lendeiThe property owner
financed through the banks. Bank loan terms rangéorrower may pay the outstanding amount of the
from 5 to 10 years and have interest rates that floatnortgage plus accumulated interest plus legal costs
on 3-month Libor or EuriboMost of these bank of the lender before the day of the auction and
loans that finance developers have balloon pay+etain title to the financed properfyoreclosure
ments and a grace period of one to two years bemay take up to three years to the detriment of the
fore the loan starts amortizing. Some bank loansnortgage lenders.

for land development call for interest only with a

balloon payment at the maturity date of the loan.M ortgage and Real Estate Securitization

Project finance has been explored as a financingince mortgage insurance and guarantees are not
option. Sale-leaseback financing was initiated inyet a part of the Greek mortgage lending market,
2000 with buyback clauses that provided for pur- these programs may
chase of the property 3 have to be imple-

an amount approximating 4 mented before a vi-
the land value for tax pu ¥ aple secondary

poses. Units of propose mortgage market
land developments ha &l can back up a mort-

been pre-sold to provid gage securitization
financing for the builder program. In like
developerFor example, manneya title insur

shopping center unit ance program may
have been pre-sold in & be needed to pro-

effort to get the target te vide a more trans-
ant mix for a profitable| parent and reliable
shopping center real estate environ-
Securitization has taken ment for investors\

the form of real estate companies with listed stockfew real estate investment and construction com-
that may be purchased by the public. No legisla-panies are currently listed on #hilens $ock Ex-

tion is yet in place for the securitization of mort- change along with commercial bank and other pri-
gage portfolios; discussions are underway that mayate company listings.

underpin the establishment of a legal framework

in the future. Asset management including portfolio manage-
ment has not been a business area that has drawn
Two levels of mortgage recording may be used.attention in the past. This professional area of ex-
A pre-notice mortgage may be recorded. In casgertise awaits development. The universities may
of mortgage default, the contract will become aassist with the necessary educational programs for
mortgage. Then the lender can legally foreclose yniversity graduates. The accounting and finance
This system entails quicker and cheaper mortgagéields of university education are combining to
recording. give more education in financial analysis and as-
set management. The listing of more companies
Foreclosure activity may require two to three that manage portfolios of securities and/or real
weeks before going to court. The pre-notice loanproperty assets for public investors demands the
is converted to a mortgaglnother 40 days is  professional services of qualified and experienced
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asset managers. As mentioned previously, the; gy member state and whose shares are listed on
banks have recently established asset managemegf, gy stock exchange are subject to a rate of 35
subsidiaries in preparation for the listing of mu- hercent. Branches of other foreign companies are
tual funds based on their assets. taxed at a rate of 37.5 percent on taxable profits
) ) earned during tax year 200425 percent income

Taxation Affecting Greek Real Estate  (ax is imposed on any amount paid by a tenant to
Investors the owner beyond the agreed rental amount in a

situation where a building alone is rented or where
Several types of taxes, including income, prop- equipment and other installations are part of the
erty, transfer value-added, real estate dutpd  rental estate.
capital gains taxes, are payable by Greek real es-
tate investors. Depreciation regulations also vitally Actual rent payments are subject to stamp duty at
affect the taxation of real estate income. Individu- the rate of 3.6 percent. No value-added tax (often
als or companies, Greek or non-Greek, who ac-abbreviated “¥AT") is currently chaged on rental
quire real property in Greece or who receive in- income, but may be in the futuses long as stamp
come from Greek real property need to obtain aduty is payable on rent paymentaT taxes prob-
GreekTax Registration Number and file a Greek ably will not be added to this tax burden.
income tax return.

Rental income earned by companies is also subject
The Greek government is proposing a restructur-to a supplementary income tax of 3 percent where
ing of the existing cumbersome real estate taxrental income earned by individuals is subject to a
framework All existing property taxes would be supplementary income tax also but at the lower rate
abolished and then replaced by a new of 1.5 percent. For resi-
“property ownership taxA value- dences larger than 300
added tax would be placed on tra square meters in size, the
action prices for newly constructe supplementary income tax
properties. The new law is expect rate is 3 percent.
to come into effect on January
2003.

The income generated by
the sale of real property is
taxed at the standard corpo-
rate or individual tax rate
that is applicablédny capi-
tal gains are not taxable, but
| property transfer taxes are
payable.

Individual and Business Income |,
Taxation :
According to
PricewaterhouseCoopers sourq
rental income earned by individua
and companies is subject to Gre
income tax. The tax on individual i
come taxpayers is calculated acco
ing to a progressive scale that rang
from 5 to 42.5 percent for inco
earned in 2001. Company income
taxes at a rate of 35 percent if a co
pany has shares listed on thinens $ock Ex-

change and at a rate of 37.5 percent if theDepreciation Allowances

companys shares are not listed on this exchange.A depreciation amount equal to 10 percent of the
Branches of foreign companies who are based indepreciable value of buildings used as residencies,

In the case of a first-time
home buyerthe interest
paid on a mortgage is fully
_ tax deductible for income
il tax purposes.
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boarding houses, schools, movie theaters, hotels, andReal Estate Owner ship Taxes

medical clinics may be deducted from the otherwise
taxable amount for individual taxpayefg:cord-

ing to Presidential Decree 100 in 1998, deprecia-
tion allowances for other types of buildings range
from 5 to 12 percent of the depreciable value de-
pending on the type of property

Real Estate Transfer Tax

When real estate is transferred from one owner to
anotherthe current transfer tax is 9 percent for real
property that is valued up to approximately
U.S.$15,000 (GIRD 4 million) and 11 percent for

The basic real estate ownership taxes - in Greek
called “high property value tax” - are payable an-
nually on the objective value as of January 1 that is
assessed by the property tax authorities. The rate
placed on the objective value ranges from 0.3 to
0.8 percent for properties owned by individuals. In
the case of company-owned propetie first ap-
proximately U.S.$225,000 of objective property
value is not subject to the taay objective value
above approximately U.S.$225,000 is subject to the
0.7 percent tax rate.

real property valued over that amount. The rates have A real estate duty (in Greek calledA®”) is also

been higher for the two brackets of property that
are located in an area covered by a public fire pro-

placed on property ownership values. The tax rate
ranges from 0.25 to 0.35 percent and is placed on

tection service - 11 and 13 percent. It was proposed the objective value of the propergyxempt from
by the government to reduce the 13 percent rate to TAP are (a) buildings under construction for a 7-

10 percent in 200A municipality tax of 3 percent
is imposed by the local taxing authority on the real
estate transfer

tax.

year period following the granting of the construc-
tion license or until they are rented or in any other
way used prior to the lapse of such 7-year period,
(b) commonly used sections of residential buildings,
and (c) buildings characterized as historical monu-
ments.
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