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Numerous interested par-
ties shared their opinions 
and comments with us af-
ter reading the first edition 
of the LAVECO Real Estate 
News. At the time of publi-
cation, we, who produced 
the newsletter, were natu-
rally rather nervous: how 
would the public react to 
property news from a com-
pany not involved in real es-
tate. The reaction, however, 
was very positive, and again 
we would like to thank all 
those who read our material 
with interest.

We were very surprised 
when one reader asked us 
whether it is necessary to 
pay a subscription fee for 
LAVECO Real Estate News. 
Naturally the answer is no. 
That isn’t, and never has 
been, our intention. We 
wish to offer information to 
a defined group in an ex-
clusive system. Our offer-
ing is a far cry from today’s 
modern media world.

Another question raised 
by one of our readers was 
whether it is possible to ad-
vertise in our Newsletter. In 
this respect, all I can say 
is that we do not wish to 
be an advertising leaflet. 
We have no tariffs for ad-
vertisements. At the same 
time, we would not com-
pletely exclude the pos-
sibility of including promo-
tional material, articles or 
interesting and high quality 
introductions. All of this, of 
course, while still bearing in 
mind the Newsletter’s basic 
philosophy. We would like 
to supply our loyal readers 
with information which is 
useful, interesting and rich 
in content. We will consid-
er this when judging each 
approach we receive in 
the future, and are open 
to the publication of new 
information. 

There will, of course, al-
ways be new information 
and news items, as the real 

estate sphere is in perpet-
ual motion. New areas are 
included in development 
projects, old buildings are 
demolished or rebuilt, and 
new districts or even whole 
new towns are established 
at lightning speed. I myself 
am often amazed when I 
hear about fascinating de-
velopments, such as, for 
example, the fact that in 
India 240 million people are 
expected to move into cit-
ies by 2020. Figures like this 
take my breath away; it’s 
like half of today’s Europe 
upping sticks and moving 
somewhere else. All in less 
than 8 years!

And this is just one of 
the many interesting topics 
which we won’t even have 
time or the opportunity to 
concentrate on, as there is 
so much going on with the 
7 billion people who live on 
this earth. If we contribute 
even very slightly to bring-
ing these items to your at-
tention, then our efforts with 
LAVECO Real Estate News 
will have been worthwhile.

Happy reading!

With warm regards,

László Váradi
Managing Director
LAVECO Ltd.
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We are pleased to present you 
with the second edition of the 
LAVECO Real Estate Newsletter.

RUSSIA:
Russian Housing Development 

Foundation
The RHDF was established in 2008 
by the Russian Government as a 
non-commercial development 
institution to improve people’s 
quality of life by creating a com-
fortable living environment.

Investment trends in Europe 
- Moscow as the new real 

estate investment capital in 
2012?

It seems that since the finan-
cial downturn of 2008-2009 the 
Russian real estate market has 
been enjoying a quicker and 
more thorough recovery than 
any other country in Central and 
Eastern Europe, and is becoming 
increasingly attractive for inves-
tors.
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VAT is levied on the supply of 
services related to immovable 
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Al-Habtoor Group acquired 
five-star Hotel in Budapest

This is the first time that the Al-
Habtoor Group has invested in 
Budapest, and they have been 
looking for new investment op-
portunities in Hungary for the 
future.

Arable land in Hungary
The total area of Hungary is 9.3 
million hectares, of which, ac-
cording to 2009 figures, 7.75 mil-
lion hectares was cultivatable 
land, including woodland, reedy 
areas and fishing lakes.

Hungary – an ideal holding 
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Hungary applies special rules 
regarding the taxation of divi-
dends, interests, and royalties.
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The Russian Housing 
Development Foundation 
(RHDF) was established 
in 2008 by the Russian 
Government as a non-com-
mercial development insti-
tution to improve people’s 
quality of life by creating a 
comfortable living environ-
ment, and to emphasize 
that Russia is the land of 
opportunities in the field of 
real estate development. 
The RHDF as a separate le-
gal entity supports and pro-
motes brownfield regen-
eration, greenfield urbani-
zation, utility infrastructure 
solutions and development 
of the manufacturing of 
the building materials and 
structures in Russia.

The owner of the RHDF 
is the Russian Federation; 
the RHDF reports to the 
President of the Russian 
Federation, the Parliament 
of the Russian Federation, 
and the Government of 
the Russian Federation. The 
Director General of the RHDF 
is Mr. Alexander Braverman. 
The Trusteeship Council 
of the RHDF consists of 11 
members; it’s Chairman is 
Mr. Alexander Zhukov, First 
Deputy Chairman of the 
State Duma of the Russian 
Federation.

According to the rele-
vant law, the RHDF has the 
right to utilize currently inef-
fectively used federal lands 
in all Russian regions and 
bring them into the market 
via open auction. Foreign 
legal entities can also par-
ticipate in the Foundation’s 
auctions to develop plots 
for low-rise, affordable 
housing or other construc-
tion purposes. Constructing 
comfortable, energy-effi-
cient and environmentally 
friendly housing is a basic 
direction of the RHDF. The 
Foundation is searching 
for land plots for the al-
location of construction 
industry enterprises, since 
the construction of new 
construction materials and 
production facilities, house 
building factories based 
on foreign developments, 
technologies and patents 
are also priorities.

The right to lease or 
acquire a land plot by 
concluding a coopera-
tive agreement with the 
Foundation could be an 
excellent opportunity for 
an investor to take part in 
the rapidly growing Russian 
housing construction mar-
ket. A public-private part-
nership structure between 
foreign investors and the 
RHDF offers benefits for all 
parties: The participation 
of the Foundation in the in-
vestment guarantees legal 
validity of any operations 
related to land for the in-
vestors, and the coopera-
tion provides affordable 
and comfortable housing 
for the Russian Federation.

The cooperation with the 
RHDF can reduce the regu-
lar investment risks, lower 
administrative barriers and 
bureaucratic procedures, 
and can remove any cor-
ruption risks from the busi-
ness. The Foundation natu-
rally cooperates with every 
local regional and munici-
pal authority and can be 

of assistance 
for the suc-
cessful imple-
mentation of 
a business.

The Foun-
dation partic-
ipates in inter-
national real 
estate and 
const ruct ion 

exhibitions, this year at-
tending MIPIM 2012 interna-
tional exhibition in Cannes 
and holding a conference 
at the Annual International 
Construction Exhibition 
MosBuild 2012 in Moscow. 
The RHDF signed coopera-

tion agreements in 2012, 
among others, with Metro 
Properties (the real estate 
branch of the German 
Metro Group), Ernst & Young 
(CIS) BV, and Canada 
Mortgage and Housing 
Corporation (Canada’s na-
tional housing agency). The 
Foundation also signed co-
operation agreement with 
Sberbank, the major finan-
cial institution of Russia.

For more details about 
the Foundation, please 
visit the official website 
at www.fondrgs.ru, where 
you can also find the latest 
notifications about recent 
auctions.

Russian Housing Development Foundation - 
a unique product in the real estate investment market in Russia
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It seems that since the 
financial downturn of 2008-
2009 the Russian real estate 
market has been enjoying 
a quicker and more thor-
ough recovery than any 
other country in Central and 
Eastern Europe, and is be-
coming increasingly attrac-
tive for investors. In 2011, 
credit appeared to return to 
the real estate investment 
market in Russia, especially 
to Moscow, its capital. 

Leading international real 
estate firms have published 
information showing that 
the volume of investments 
in the Russian real estate 
market hit a new record in 
2011 – over 1.5 times higher 
than in 2008 – and that the 
investments were concen-
trated primarily in Moscow 
and St. Petersburg. In their 
Russian Investment Market 
View, CB Richard Ellis cited 
a total reported volume of 
deals for the first quarter of 
2011 as being EUR 1.77 bil-
lion in 13 deals, whereas the 
second quarter of 2011 saw 
EUR 1.6 billion transacted in 
11 deals. Pursuant to the re-
port, even during the high-
growth years of 2005-2008, 
the largest amount trans-
acted in any one quarter 
(Q2008) was EUR 1.3 billion 
in 20 deals.

According to the report 
titled “A New World of Cities 
Redefining the Real Estate 
Investment Map” issued by 
Jones Lang LaSalle in 2012, 
Moscow has found itself in 
the top 20 cities in the world 
in terms of commercial real 
estate investment, and saw 
USD 6 billion worth of direct 
commercial investment 
in 2010-2011. While a few 
emerging markets – includ-
ing Moscow – joined the 
top ranks, the first 30 des-
tinations have remained 
relatively consistent. They 
forecast that by 2020, the 
‘top 30’ is more likely to 
be the ‘top 50’ as cities 
such as Delhi, Mexico City, 
and Istanbul seem likely to 
join the group. European 
strengths will be in high-
value activities with four 
mega cities -London, Paris, 
Moscow and Istanbul- hav-
ing truly global status and 
offering a diversified plat-
form across multiple sec-
tors; in addition to these, 
Munich and Stockholm 
have strong bases and are 
commited to innovation.

In accordance with 
the “Office Space Across 
the World 2012” report 
published by Cushman & 
Wakefield, Moscow experi-
enced a high increase (41% 
on previous year) in prime 
office rents in 2011, making 
it the fastest-growing loca-
tion in Europe, and made it 

the second fastest-growing 
city in the world – in terms 
of prime office rents- be-
hind Bejing, which saw a 
75% growth. The rental rate 
growth has been driven pri-
marily by the lack of con-
struction activity (caused 
by the economic uncer-
tainty) and the scarcity of 
new offices being built in 
most countries. 

Due to the reduction in 
construction activity, the 
availability of suitable real 
estate will be outweighed 
by the increasingly high de-
mands, and this fear leads 
to soaring prices for all the 
popular zones. This prob-
lem means that investment 
in Moscow’s real estate 
market is likely to remain 
exclusively for the wealthy, 
as prices are expected to 
soar in the immediate fu-
ture. The only solution for 
this could be to expand 
the borders of the capital, 
which may become reality 
in a few decades, since in 
June 2011 President Dmitry 
Medvedev announced that 
the government is planning 
to increase the total area of 
the capital. But till then, the 
increase of the investment 
volume in Russia clearly 
shows that lots of investors 
are looking for markets with 
more growth potential in 
preference to mature but 
solid growth markets.

United Kingdom    -     Cyprus    -     Hungary    -     Bulgaria    -     Romania    -     Seychelles

Investment trends in Europe - 
Moscow as the new real estate investment capital in 2012?
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JURISDICTION SPOTLIGHT AND COMPANY PROFILE:

Private Limited Company by shares - Cyprus
Method of incorporation / 
registration

The Memorandum and Articles of Association must 
be signed by the shareholders  of the company. The 
minimum number of shareholders is 1.

Company legal form Private Limited Company by shares

Company status Resident Company

Source of corporate legislation International Trust Law of Cyprus

Possible suffixes to company 
name

Limited, Ltd.

Restrictions on company name The terms Bank, Insurance, Global, National, Imperial, 
European, Cooperative, World-wide, Investment, 
Financial and Trust may not appear in the company 
name.

Time required for incorporation 6 - 8 weeks

Number of directors Minimum 1 of any nationality

Number of shareholders Minimum 1

Capitalisation No minimum requirement, usually 1000 EUR the pay-
ment of which is not obligatory

Accounting / reporting 
requirements

Yes. Audited accounts are required annually.

Type of shares Registered

Annual tax and duties 10% of net profit and 350 EUR if the company was ac-
tive in the subject year.

Information publicly available Registered office, directors, secretary, shareholders

Disclosure of beneficiaries Not required

Registered office Registered office is required by law

Registered  secretary / agent Company secretary is required by law

Double tax treaty Cyprus has an extensive network of DTTs

From March this year 

zero rate VAT is levied 

on the supply of ser-

vices related to immov-

able properties (for the 

construction, repara-

tion and maintenance 

of buildings or other civil 

engineering work). This 

could be considered 

as a tax advantage for 

the construction sector, 

which industry asked 

incentive legislation 

many times from the 

government earlier.

Cyprus VAT 
changes
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On the 7th 
of May 2012 
the Al-Habtoor 
Group an-
nounced that 

it had acquired the five-star 
Le Méridien Budapest Hotel. 
On that day, the keys of 
the Hotel were symbolically 
handed over to Mr. Khalaf 
Al Habtoor, the Chairman 
of the Al-Habtoor Group, 
by the previous owner, the 
Central European Estates 
BV.

This is the first time that 
the Al-Habtoor Group has 
invested in Budapest, and 
they have been looking for 
new investment opportuni-
ties in Hungary for the future. 
The value of the deal was 
not made public, but ac-
cording to speculation, the 
Dubai-based conglomerate 
had negotiated to buy the 
Hotel for approximately USD 
80 million.

The luxury Budapest Ho-
tel is the 10th hotel in the 

Al-Habtoor Group hotel 
portfolio, and is managed 
by Starwood Hotels & Resorts 
under the Le Méridien 
brand. The Hotel opened 
in 2000 and has 218 rooms 
and suites, a ballroom for 
up to 210 guests and seven 
board rooms for conferenc-
es. It also has two reputable  
restaurants: “Le Bourbon”, 
which has won awards as 
the best French restaurant 
in Budapest on a number of 
occasions, and The Atrium.

Dubai-based real estate development group Al-Habtoor 
acquires historic five-star Hotel in Budapest, Hungary

Arable land is an irre-
placeable national treas-
ure in every country, which 
must be safeguarded as it 
is not possible to increase 
the amount of land avail-
able to keep up with actual 
economic demand. In the 
case of Hungary, the propor-
tion of this restricted arable 

land is particularly high. The 
total area of Hungary is 9.3 
million hectares, of which, 
according to 2009 figures, 
7.75 million hectares was 
cultivatable land, including 
woodland, reedy areas and 
fishing lakes. The amount of 
agricultural land was 5.783 
million hectares, or 62% of 

the total area, which by EU 
standards is a relatively high 
proportion. Almost two thirds 
of the territory of the country 
is being farmed. Within the 
EU, only Denmark and Great 
Britain have a higher propor-
tion of agricultural land.

According to the statis-
tics of EUROSTAT and the 

Hungarian Central Statistical 
Office, 5.2% of the total corn-
producing land in the EU is 
in Hungary, accounting for 
4.6% of total EU corn produc-
tion. In 2009, Hungary con-
tributed 4.4 million tonnes 
of wheat, or 3.2% of the to-
tal produced by the 27 EU 
members.

Arable land in Hungary: 
a low-risk investment which also generates wealth

Within the European 
Union, Hungary, along with 
Poland, Lithuania, Latvia 

and Slovakia, enjoys a 
special position from the 
point of view of the sale 

of arable land. In the case 
of Hungary, the EU agreed 
that, following Hungary’s 

accession, they would be 
allowed to retain the ban 
imposed on the acquisition 
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Hungary, as a full mem-
ber of the European Union, 
can take advantage of the 
multilateral tax treaties of 
the Community, and also 
has a broad tax treaty net-
work of its own (currently 79 

treaties for the prevention 
of double taxation have 
been concluded).

The rate of Hungarian 
corporate tax is 10% on prof-
its up to HUF 500 Million and 
19% above that. Hungary 
applies special rules re-
garding the taxation of divi-
dends, interests, and royal-
ties. The formerly applied 
30% withholding tax liability 
of entities resident in non-
treaty countries was abol-
ished from 1 January 2011, 

therefore interest and roy-
alties may be paid to such 
companies free from with-
holding tax.
• No withholding tax lev-

ied on dividends paid to 
non-resident legal entities. 
Dividends paid to non-res-
ident individuals may be 
subject to 16% withholding 
tax unless exempted by a 
relevant tax treaty.

• No withholding tax levied 
on interest paid to non-
resident legal entities. 

Interest paid to individuals 
is subject to 16% withhold-
ing tax.

• No withholding tax levied 
on royalties paid to non-
resident legal entities. 
Royalties paid to individu-
als are subject to 16% per-
sonal income tax.

• 50 per cent of the amount 
of royalties claimed as in-
come under pre-tax profit 
for the tax year shall be 
deducted from the pre-
tax profit.

Hungary – an ideal holding centre

of arable land by private 
individuals with foreign citi-
zenship (as well as domestic 
and foreign legal entities) 
for seven years. The 7-year 
transitional ban gave the 
players in the Hungarian 
agricultural market the op-
portunity to prepare for the 
expected changes, with 
the capital-rich internation-
al players unable to buy up 
Hungarian land for specu-
lative purposes.

Taking advantage of the 
possibility offered by the 
accession agreement, fol-
lowing the 7-year morato-
rium Hungary applied for a 
3-year temporary extension 
of the ban, and this was ap-
proved by the EU, meaning 
that the moratorium could 

remain in place for a further 
3 years, or at the very latest, 
until April 30th 2014. In the 
opinion of the Committee, 
removing the restrictions 
could cause problems in 
the agricultural land market 
in the country concerned, 
while during the extended 
transitional period Hungary 
has to prepare for full lib-
eralisation, through which 
the Hungarian agricultural 
industry will be able to en-
joy all the benefits of the 
internal EU market. Up until 
April 30th 2014 only those 
foreigners who are citizens 
of member states, who wish 
to settle in Hungary as in-
dependent entrepreneurs 
producing agricultural 
products and who have 

legally been living in the 
country for at least 3 years 
and pursuing agricultural 
activities, will be able to 
acquire arable land. The 
amount of arable land they 
can acquire will be limited 
by the law, with the same 
rules as apply to Hungarian 
citizens.

Practically everybody in-
volved agrees that the price 
of arable land in Hungary is 
well below the EU average, 
only reaching approximate-
ly ¼ or even 1/5 of the prices 
in other states. Lifting of the 
moratorium is expected to 
lead to an immediate rise in 
the cost of Hungarian ara-
ble land, with prices rapidly 
approaching those experi-
enced in western Europe.

On the whole, it can be 
stated that because of the 
limited amount of arable 
land available, its value 
is not linked closely to the 
general state of the econ-
omy, and in order to meet 
the food requirements of a 
growing world population, 
the maintenance of arable 
land will be indispensible. 
In addition to the continu-
ous increase in the value of 
arable land, it also gener-
ates income by being used 
to produce crops, which, 
in turn, can also be consid-
ered a socially responsible 
step, helping to ease global 
problems, something which 
can not be said of more 
conventional investments, 
such as gold or copper.
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The information contained in this newsletter should not be construed as tax, customs, social security or other business advice given in a 
concrete case. The authors and publishers can accept no responsibility for any financial, legal or moral loss or damages occurring as a result or in 
consequence of action taken (or not taken) while acting and relying upon information contained in this publication. We apologise for any possible 

typing, layout, grammar or other errors, and welcome any observations. 
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JURISDICTION SPOTLIGHT AND COMPANY PROFILE:

Limited Liability Company - Hungary
Method of incorporation/registration The members of the company sign the original Memorandum and Articles of 

Association, which must be submitted to the Companies Registry. The founda-
tion documents must be sent to the Companies Registry in electronic form by a 
Hungarian lawyer or notary public.

Company legal form Limited liability company (LLC) / Korlátolt felelősségű társaság (KFT)

Company status Resident company

Possible company activities General trading, service, investment, production activities specified in the 
Memorandum and Articles of Association

Prohibited company activities Banking, insurance, brokerage or financial activities are subject to licensing

Source of corporate legislation Act IV of 2006 on Business Associations
Act V of 2006 on Public Company Information, Company Registration and 
Winding-up Proceedings

Possible suffixes to company name KFT (LLC)

Restrictions on company name The names of state organisations, names of existing companies or similar to exist-
ing names,  immoral words and word combinations

Time required for incorporation Maximum 2-3 weeks

Number of directors Minimum 1 of any nationality - private individuals only

Number of shareholders Minimum 1 – may also be corporate bodies

Capitalisation Minimum 500 000 HUF paid up capital (approx. 1750 EUR)

Accounting/reporting requirements VAT report monthly/quarterly must be submitted to the tax authority (NAV), au-
dited balance sheet must be submitted yearly to the tax authority 

Annual meeting Required min. 1 per year

Type of shares No shares are issued in case of LLC

Annual tax and duties Up to 500 000 000 HUF 10 % on net profit; above 500 000 000 HUF 19%. 2 % munici-
pal tax on annual turnover - some expenses (calculated by special method)

Publicly available information Members, managers, balance sheet

Registered office Required by law

Registered secretary/agent Not required by law

Double tax treaty Hungary has a wide network of DTTs with various countries

Voluntary winding up procedures Voluntary winding up can be started at any time - balance sheet must be sub-
mitted to the tax authorities and an announcement must be published in the 
newspapers

Meetings Annual meetings of members or directors may be held anywhere in the world

Exchange control Not applicable since 01.07.2002


