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‘Real estate sector is ripe for tech disruption’
Blockchain-based applications are in their early days in the real estate industry but
their potential for unlocking value are huge, say two experts

T

he impact of blockchain on real estate investment and transactions is
a key theme at the upcoming RICS
World Built Environment Forum Summit in
New York. Here Dr. Thomas Wiegelmann
FRICS, managing director at Blue Asset
Management and honorary adjunct professor at Bond University, and Steve Weikal,
CRE Tech lead in the Innovation Lab at the
Center for Real Estate, MIT, explain how the
technology works and will affect the real estate industry.
What is blockchain?
As with artificial intelligence, machine learning, 3D printing and virtual reality, blockchain is one of the most cited developments
when it comes to digitisation. A blockchain
is a distributed database that maintains a
growing list of ordered, permanent records,
called blocks. It uses cryptography to allow
each participant in a network to view and
manipulate the ledger in a secure way without the need for a central, third-party authority. Importantly, a copy (or partial copy)
of the shared ledger is saved on every computer connected to a blockchain network.
Blockchain-based applications are in their
early days in the real estate industry and are
scarcely implemented in the form of concrete products. However, it is clear that this
technology possesses considerable potential
for innovation, opening up new opportunities across the real estate industry.
What is the link with bitcoin?
Media coverage of digital currencies such as
bitcoin often focuses on its usefulness as an
alternative to traditional tender. However,
other innovative uses are made possible by
blockchain, the underlying technology platform for digital currencies such as bitcoin,
ethereum and stablecoin.
Is it suitable for real estate?
A blockchain is a permanent, transparent,
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append-only, distributed record of an asset.
Importantly, some digital currencies do not
function as a unit of value like money, but
rather represent a unit of account or a means
of exchange, which could be well-suited to
real estate. Instead of a digital ‘coin’, these
are referred to as ‘tokens’, which are created and distributed to the public through an
initial coin offering (ICO), a means of crowdfunding by selling tokens to fund project
development. The challenge, says Joi Ito,
director of the MIT Media Lab, is that there
are no ‘legal, technical, or normative controls
yet, and many people are taking advantage of
this’. However, the ICO concept, secured and
verified by blockchain, has intriguing possibilities for unlocking value in real estate.
How does it work?
Platforms such as Atlant (Russia), Harbor
(US), Meridio (US) and Templum (US) enable commercial real estate to be fractionalized into “security tokens”. In this model, an
attorney or other qualified authority verifies
that a given property has clean title, no debt
or liens, and meets other parameters specified by the owner. A special purpose vehicle
(SPV) is formed, outlining a direct relationship between a declared number of tokens
and the total value of a property.
When the tokens are sold in an ICO, owners
gain liquidity from their assets, while individuals and businesses worldwide can acquire part ownership in the property, sharing
in the rental income or capital appreciation

over time as provided for in the ICO agreement. The aforementioned firms also provide a secondary market exchange, to trade
issued security tokens, backed by the real
estate assets.
While real estate ICOs are a new capital
model, they are an innovative way to provide
liquidity and remove friction in real estate,
by creating secure markets for peer-to-peer
transactions of partial or whole ownership of
commercial and residential property. ICOs
are more scalable than real estate crowdfunding and more flexible than REITs, and
could therefore become a viable mechanism
for unlocking real estate value.
How will such innovation impact the global
real estate industry?
It is a change of mindset. A wave of new
technology – ubiquitous connectivity and
more powerful mobile devices, seamless
easy-to-use apps, possibly secure frictionless
blockchain transactions – may enable real estate to be used in myriad new ways, reinforcing the idea that real estate is a service rather
than just a long-term commitment. Further
impetus for the rapid growth of real-estate-focused technology has come from venture capital, which has increased consistently
over the past few years in both gross terms
and average funding per proptech venture.
How does real estate compare with other
sectors?
Typically people accustomed to technology
solutions in all areas of their lives expect the
real estate business to be similarly equipped
– yet this global industry still often runs on
spreadsheets, a 40-year-old technology. Former real estate careerists are launching startups to solve problems they experienced in
the business, while technologists are eyeing
a multi-trillion-dollar global asset class that
is ripe for disruption. The impact of technology and innovation on the real estate industry cannot be understated. ▪

RICS steps up fight against
money laundering activities
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New worldwide reporting obligations will require RICS
members and firms to flag up suspicious dealings
RICS has taken its global responsibility to counter bribery
and money laundering a step
further with the publication
of new guidance and reporting requirements for the real
estate and surveying profession. The 30-page professional statement aims not only
to help members and firms
identify criminal behaviour,
but also how to manage the
risks in their day to day business operations. Importantly,
it also requires members to report suspicious
behaviour. The new regime is set to take effect
from 1 September.
According to RICS, the risks of bribery and
corruption, money laundering and terrorist
financing cut across the profession, regardless of geography or industry specialism. The
purchase of property can potentially be used by
organised criminals to launder the proceeds of
criminal activity. This is due to the large number of criminal funds which can be ‘cleaned’
in a single transaction. Research by the International Monetary Fund estimates that the
amount of money laundered globally in one
year could be between 2 to 5% of global GDP,
equivalent to $800 bn to $2 tln.
It is therefore critical, stresses RICS, that all
professionals working in the sector are acutely

aware of the issues and appropriately trained to identify and
report any suspicions of money laundering.
In relation to bribery and
corruption, RICS-regulated
firms will be required to report any suspect activity to the
relevant authorities. Corruption involves not only public
officials and private bribe
payers, but often also requires
access to the financial system,
the use of anonymous shell
companies and professional facilitators to help
launder the proceeds.
Far from being a victimless crime, says RICS,
corruption also deprives state institutions of
sorely needed resources which can be put to
other uses, including infrastructure.
As real estate is an often-overlooked element of
the global responsible business agenda, RICS
has been working with the United Nations
Global Compact to identify the most critical issues facing companies with a stake in land, real
estate and construction.
Nigel Sellars of the RICS said: ‘While principles in this area were covered by RICS conduct
and ethics, this professional statement and its
regulation will be specific on certain points.’
The statement will manage the risk, he said, ‘increasing market confidence in the profession’.

Bribery and money laundering – definitions
BRIBERY The offer, promise, giving, demanding or acceptance of an advantage as an
inducement for an action that is illegal, unethical or a breach of trust.
CORRUPTION The misuse of public office or power for private gain, or misuse of
private power in relation to business practice and performance.
MONEY LAUNDERING Concealing the source of the proceeds of criminal activity to
disguise their illegal origin. This may take place through hiding, transferring and/or
recycling illicit money or other currency through one or more transactions, or converting
criminal proceeds into seemingly legitimate property.

13-14 MAY 2019, NEW YORK

WBEF Summit

How will technology aid and inform decision-making to limit economic risk? Big
data, blockchain and other technologies
will have a role to play in the future of the
built environment and help us to create
smart, liveable and resilient cities. Join innovators and global influencers to discuss
trends, risks and opportunities. For more
info please visit www.rics.org/wbef

11 APRIL 2019, BERLIN

RICS Annual Conference
The 15th Annual Conference of RICS
in Germany will highlight trends and
developments that are turning our life
and work patterns upside down. Join
us in Berlin and learn which innovative
investment and financing strategies
are needed to succeed in the changing
environment. For more info contact
ricsdeutschland@rics.org

CONFIDENCE THROUGH
PROFESSIONAL STANDARDS
RICS promotes and enforces the highest
professional qualifications and standards in the valuation, development
and management of land, real estate,
construction and infrastructure. Our
name promises the consistent delivery
of standards – bringing confidence to
markets and effecting positive change in
the built and natural
environments.
www.rics.org
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