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L INTRODUCTION 

1 

A property trust is an investment scheme organised in the form of a trust in which capital 

contributed by individual investors is used to acquire real estate property. A trust deed is 

registered whereby the investors entrust their capital to a trustee and the management of the 

property is undertaken by a professional manager. 

The development of property trusts is a recent phenomenon in Malaysia as compared to 

other countries. Although the first investment trust was introduced in Malaysia in 1959, the 

property trusts were only introduced in Malaysia in the 1980s. 

During the recession in the mid 1980s, owners of properties experienced cash flow problems 

and also problems of optimizing the value of their properties. At that time, the institutions 

and investors in Malaysia started to explore the possibility of developing property trusts. In 

October 1986, Bank Negara Malaysia (Central Bank of Malaysia) approved the development 

of property tursts. An informal committee was formed to approve all applications. This 

informal committee came out with several conditions for the management company of a 

property trust and a set of operational guidelines for the trusts. Among others, the 

management company of a property trust must possess a minimum capital of RMS00,000 

with at least 20 percent of it held by bumiputra. The management company must be a 

subsidiary of a financial institution approved by Bank Negara Malaysia. In addition, the 

management company cannot be involved with the company constructing the property nor 

become a subsidiary of this construction company. 

*Dr. Kok Kim Lian is a Professor at the Faculty of Economics & Administration, University
of Malaya.
*Miss Khoo Lian Kim is attached to CIMB Securities Sdn. Bhd.
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The first property irust called Arab-Malaysian First Property Trust (AMFPT) was introduced

in September 1989 with an issued and paid-up unitholderj fund of RM135 million Tte

management cornpany of this trust is the Arab-Malaysia Prope v Trust Management

Bhd (AMPIM) which is a subsidiary of Arab-Malaysia Merchant Bank Bhd. In the same

year. the second property trust called Firsr Malaysian Property Trust (FMPT) was introduced

in November with an issued and paid up unitholders' fund of RM105 million The

management company is Commerce Propetty Trust Managers Bhd which is jointly owned

by the listed company Conmerce Asset Holding Bhd (70%) and Aust wide Ltd (30%).

The third property trust inlroduced was Amanah Harta Tanah PNB (AHP) which was

listed on the Kuala Lumpur Stock Exchange (KLSE) in December 1990 with an issued anc

paid-up unithoiden' fund of RM100 million This trust is administered bv Pelaburar

Hartanah Nasional Bhd which is a subsidiary of Peimodalan Nasional Bhd (PNB) A fourtl

property trusi, Mayban Property Trust One, was iniroduced in 1989 but ir is not listed on the

KLSE. Meanwhile, Bank Bumipu.ra Malaysia Bhd has obtained a licence to operate e

property trust and has registered its trust deed. Howevet it has yet to launch its product

There are a nunber of benelits for investment in property trusts ln theory the investor has

access to property ofhigh quality. He/She can invest directly in prime property such as an office

building in the city which is nornally very expensive and bevond the reacb of any individual

invesror. The trust also allows for professional management of the property investmeDt. The

trust usually invests in several types of proPe(y situaied in different locations This means

that lhe investor can diversify his investment and thereby reduce the risk of his investment

Tle trustee of the properly trust will protect the rights of the investors by holding the

assets on behalfof the unit hoiders and also receiving the incone from the trust. The truslee

also ensures that the manager of the trust invests only in investnents that are listed in the

trust deed and holds the title deed of the property. For trusts that are listed, an investor can

easily get back the money from his investment by selling the units in the market. An investor

also enjoys tax advaniages. Taxation allowances {or depreciation on buildings and plants can

benefii an investor.

The objectives of the study are as follows :

(a) to assess the degree of risk and return for the three listed propertv trusis.

(b) to dr

(c) to r-

was 0.161

In Singapl

Exchange

0.0135 for

the pe.for

In the L-n

- 1963 an(

19.,15 , t!l(

On rhe c.

Trelnor I'

ihe SpeaJ

Tan (198!

On the ks

tund! in L

maJker- S



trun at8urs ? lou qlh\ / 0 Jo antE^ eriq a8era^e u? paurcrqo (186, selot{ 'IITEIIurS relrEru

aql u€ql risu.q€u6ls,{s r6,!\oi 
" 

pessessod spunJ lEnlnu asaql 'irroJareql dpnF 3qt ur spunl

Pnrnuj !II 3q1rct 0i8 0ro 3ntE^ El3q 3.'rr3^B uB pauplqo (896I) u.suaf',tsuJo snssr 3ql uo

.lxeu aql ol pouad 3uo uro4 arueluroyld lualsnuo3 a^Eq

lou prp ln€roua8 srsrur rualursa^ur rnoj aql t€qr poaoqs rEql sitnsar paurPlqo (686t) uEJ

la^aaoH srtn$r l€llurrs pourElqo pup 9/6I'116I puE 0t6I 9961 spouad o^{i rql roJ s$nr

ltun 96 Jo,{pnrs e p.pnpuo. ost€ (186, s.loN lxru aqt ol poued 3uo ruo4.rueruroled

Jo ,bu3lsrsuotr p3lrloqs tpql glnsar p.urclqo sluar.rglor uo!€laror )u"r quEurrads aqr

:ursn pu€ '9961 ' nE6l puE €S6I tt6t sporad o^! eql iol spunJ lEntnur tt rol laput .rou,{a{

.qi puE x.puladreqs aqt poleFitm (996I) edrEqs :a.!€uroJrad eql Jo,{ruatsnuo. aqi uo

'lal.rErll 3ql uEql

esro^\ peulroFad,(aqr l?qt puno] xaput ?qdtv lsod-](tr qursuel:ql ?ursn pu" t96l !t6l
pouad aql roJ spunJ lEnrnlll SII to lpnrs ? pat.npuo. (396I) u.suaf Ilj€trtr[S la]irEru rql
uEql r3llaq uroJ-Iad 1ou plp spunJ lEntnlu 3q11Eql punol salrpur snouE^ 3ql;ursn pu" t96t'
t96l pouad 3qi roJ spunJ l?nlnu it Jo ipnrs s porrnpuor (996I) idr?qs lsaters patrun aqr uI

-s.tall?u aql ol retrlu$ s?^\ slsml ueurls.aur lnoJ 3qt Jo e.rEruroJrad aqr

teql paaor{s nlt 0 Jo xapul Eqdlv rsod-xf, qussusl aSEra^E .qt 9010 0 sEA la)rEur aql roJ

antE^ Surpuodsarror 3qr atq^\ ss€o 0 se^\ xapq rou,{a{ rS"raaE ;qJ l3lrpru aqt rol set0 0
q1r!\ p3l"duor /20 0 s"a lapul 6&?qS a8"ia^€ eqf os Iltu€.qru;rs lou tnq la$€u 3ql u?ql

ranaq pruroJrad {3ql lPq1punoJ puP /86I - 8/6t pouad:w roJ (sas) arod"Surs Jo:8uEqi!a

Irols 3ql uo pstsrr srsrul lueulsa^ur rnoJ aq]lo,{pnF € palrnpuor (6861) u€I l arod!8urs uI

lelr"ur aql ror 980.0 qlrN parEduo. I9I0 se^\

p:ul"lqo x.pul adrEqs e8"r.^! aql '1:Il"ru eqr u€qt j.lraq pauuoJrad spuu rseqr eSEra^?

3qt uo l€qt punoJ puB spunJ lEnlnlu psFltun ,z Jo Ipnls E pal.npuor (986t) enql l3n3.roH
'stsnr,(uedord IlE 3r? SS-JX.ql uo pelsl srsnr aarql3ql '?rs{?lEl\t uI slsrut tuauls.^ur uo

salpnls ar€ uaqr Jo tsoru 'arolursqunt 'irdol srql uo psFnpuoc sarpnls aal fua^ 3l? araq:L

'slsn! as?qt to Isr pu€ 3lueurojr?d aqt Jo Iruslsrsuo. :qr tsrl ol (.)

oloJuod

telrElu aq1 u€ql surnlar r3q8rq a^13 slsrul tru.dord e.rqr aqr roqlsq.r aururatap o1 (q)

aql :d-

aql '

I"npil
3.rJlo

(%ot

aqJ

aqr '

)tunqg l)ats ndtunl btbhx 4Jui ysn4itDd d.lo nututo|Dd966t 4



CnpndL Motk.ts Re'P|| vol 3 Nr' 2 laa1

trust possessing a beta value of greater lhan one Tan (1989) also obtained an average beta

value of 0.787 but two of the four investrnent trusts in the study had beta values greatel

On the consistency of the systematic risk. results from Sharpe (1966) showed a tefldency to

be stable over tirne but Moles (1981) and Tan (1989) obtained the opposite results

2. DATA AND METHODOLOGY

The weekly and monthly closing prices of the three propertv trusts, AMFPT' FMPT and

AHB for the period 1991 - April 1995 are used in the sludv The KLSE Composite Inder'

is used to represent the market portfolio index ln view of the relativcly short data series

since rhe property trust AHP was only listed at the end of 1990, weekly data are usecl to

comPute the beta values

The relums of the three propertv trusts are adjusted for dividends There were no bonus

or dghts issues during the evaluation period The interesl rate for Bank Negara's 3 -

monih treasury bjll is used to represent the risk-fre€ rate'

The four main aspects of the siudy are the invesrmenl performance' consistency of the

performance, risk profile and the consistency of the systenatic risk'

\Iiller and (

S5I

qbefe \ is

signfican.e

T}le ndl a-c

The Adjusted Sbarpe lndex, Treynor Index and the Adjusted Jensent Ex-Post Alpha

Index are used to compare the pedormance of the threc property trusls and ihe lnarke-

porrfolio.

The Sharye Index is given bY sI where

Rn-Rt

Sh is the I

Sh- ii lh. .

SI

Rr=
average porlfolio return of the trust

average risk-free rate estimaled frotr the 3-month lreasury bill

siandard deviation of the po(folio returns
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The asymptotic distribution of the difference transformation statisti€ is normal with mear

Shin and vadance e as follows :
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oi

number of retum intervals in the evaluation period

average retum for PrcPertY trust i

average return for the market

variance of rcturn of property trust 1

variance of the market letum

covariance of the prcperty tust return and market reium

In practice, the pammeters p and o are not kno*n and usually are estimated by theil

corresponding sample statistics i and s.

uence, fh;- and 6 are the estimato$ of Shi- and 0 respectively The test statistic is'

therefore, given by :

Sh;.

10

As a measure of the investment peformance' Treynor (1965) developed a reward-to'

variability index which takes systematic risk into account The Treynor Index is given as

follows :

where pe is the beta value of t}Ie trust.
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The beta coefficienr ol a prope y trust is a measure of its systemaiic dsk. A prope y

trust with beta coefficient greater ihan one is said to be volatile whereas a property trust

with beta coefficient less than one is a defensive trust. Standard regression lheory can be

applied to lest whether rhe systematic risk of a properiy trusl is the same as that of the

market portfolio. The Spearman3 rank corelation coefficient can also be used to examine

the consisiency of the sysiematjc risk of the property trusts from one time period io the

3. RESULTS

flU9e_different tine periods have been used in this sludy. The filst period denoted by T1 is

January 1991 - Noverlber 1993. The second period denoted by T2 is January 1994 - April

1995. The separaiion into tine periods T1 and T, has been laken as a result of the episode

of undue over speculation of the lhree property trusts in lhe month of December 199:.

which affecied great\, ihe prices of these trusis, as shown in Chari 1, In faci. this episode

elicited action by the KLSE which declared thesc trusls 'Designated Securities'on 14

Decenber 1993. As a result of this episode, the December 1993 relums ofthe lhree properr!

rrusrs AHq AMFPT and FMPT registered a record of 501.85%, 72L2'7" 
^nl236.85'/.,

respectively. as shown in Charis 2a, 2b and 2c. Thc third period denoted by T3 extends

period Tr to March 1994 thereby covering the episode of over-speculation. This period

would. therefore, allow us to determine whether the episodc of ovcr-specuLatlon atfecls

the investmeni perfornance and risk profile of the three property trusts since iheir

The values of rhe Adjusled Sharpe Index for the rhree prope y irusis for the ihree differen,

tine periods are given in Table 1. For rhe lime pcriod TL s4rere the market was generallv

dsing. the trust FMPT registered the highest index value of 0.127 while the trust AHP

rcgislered thc lowesl value of 0.025. Ail thrce property trusrs recorded values of the

Adjusted Sharpe lndex substantially lower than the index value of 0.282 for the marker

portfolio. For the time period T2, a period of declining marker. the three property trusts

performed betrer than the market. Thus. the propeny trusts performed worse than the

markct in a rising markci but better than the market in a falling rnarket- For the time

period Tr. although the episode of over-speculation greatly increased the returns of the

three property trusis leading to an increase in the values of rhe Adjusted Sharpe Index.

they still failed to better the inder. of 0.176 for the market. A test of hypothesis of the

.{HP an.
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T$ble 2 |

Perfornrnc€ of the Property Tiusts ts measured

by lhe Treynor Index FenGl. O:

] BIQ: :

The values of the Adjusted Jensen Alpha Index for the three propertv trusts are presented

in Table 3- For ihe time period Tr, two lrusts AHP and AMFPT have negative index

values. thereby indicating poorer pefornance than the market. Only one trust AMFPT has

a negative index value in time period Tr' As in the case of the Trevnor lndex, the episode

of over'speculation in time peiod T3 resulted in an improvemenr in rbe Adjusted Jensen

Alpha lndex for the two trusts AHP and AMFPT but a delerioraiion lor the trusts FMPT-

The relaiive invesiment peformance of rhe lhree trusls is the same in lhe lwo time Pcriods

TL and T2 as that based on ihe Treynor Indel

Table 3 :

Pe ormance of the Property Trusts as m€asured

by lhe Adiusted Jensen Alpha Index

Tine Period

Propert) lrusl Jr"ffi
AMP

AMFPT

FMPT

0.003

0.005

o.029

0.016

0.012

0.016

0.009

-0.021

0.001

0.012 0.015 ,0.010

Market Portfolio 0.014 0.014 -0.018

Time Period

Prope(y Trust Jan 1991 - Nov 1993 Jan 1991 - Mar 1994 Jan 1994'Ap.il 1995

AHP

AMFPT

FMPT

-0.012

0.009

0.014

0.003

-0.002

0.002

0.009

0_003

0.017

0.008,0.002 0.001
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* Significant at 10%

++ Significant at 1%

Table 6 presents the Spearman rank correlaiion coefficients of the betas for the three

property trusls in two consecuiive 3-month periods over the evaluation period. OnLy three

pairs of consecutive periods. 1993Q4 & 1991Q1. 1994Q1 & 199402 and 1991Q2 &

1994Q3. show consisient systematic risk ranking, thai is, a properly trust with the highest

systematic risk will continue to have the highest systemaiic risk in the nexl period.

Table 5 :

Systemalic Risk (Beta) of Properly Trusts

Trble 6 |

Cobsislency of Systemalic Risk Ranking of Prcperty fttrsts for
the Period Jsnu$ry 1991 - March 1995 as measured

by the Speaman Rok Co.relation Coeffici€nt

Time Period

Jan 1991 Nov 1993 Jan 1994 - Apdl 1995

Property Trusts

AHP
AMFPT
FMPT

Beta

0.22

0.30
0.44

,10.029**

-5.205**
-2.646"4

Beta

2.09

7.23
1.43

1.538+
1.61

Palr of 3-month
Periods

Correlalion Coef fi cients
Beia

-1

-1

o.625
-0.625

0.5
0.5
0.5
0.5
0.5

-1

0.5
lx
1*
1*
0.5
0.5

Rank of

1991Q1
1991Q2
1991()3
1991Q4
1992Q1
1992Q2
1992Q3
1992Q,l
1993Q1
1993Q2
1993Q3
1993l],1
1994Q I
1994Q2
1994Q3
199,1Q4

t991Q2
1991Q3
1991Q4
1992Qi
1992Q2
1992Q3
t992Q4
1993Q1
1993Q2
1993Q3
1993Q4
1994Q1
1994Q2
1994Q3
I994Q1
199sQ1

&
&

&
&
&
&
&

&
&
&
&
&

&
* Significani al 5'/.
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those obtained by Jensen (1968), Moles (1981) and Tan (1989). However, after the episode

of over-speculation, the systeftitic risk of the Foperty trusts increased beyond that of the

market, although accompa$ed by better rcturns Therefore, a dsk-averse itrvestor who used

to invest in property trusts before D€cember 1993 must rcalise that th€se Propefty mNtt

have become a risky instnrment of iovestment. Furthermore, the systematic risk latrkidgs

of these property trusts are not codsistent ovel time. This means that an iovestoi- who

wishes to invest in the property ttust with tbe lowest systematic risk cannot base his choice

of pmperty trust on the one witb the lowest beta based on historical data. These results

are similar to tho6e obtained by Mol€s (1981) atrd Tan (1989) but arc djfferent ftom those

of Sharpe (1966).

It is evident from the foregoing rhat Property tusts still constitute a relatively new form of

investment. Hence, they may requre a gestatron Pedod before the market Pays serious

att€trtion to them.

rta
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MONTHLY RETURNS
tor AHP and Mafi€t for pedod J.nu.ry 1991 - April 1S5
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CHART 2c MONTHLY RETURNS
for FMPI and Market tor p€.iod January 1991 - Aptll 1995
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