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The Danish
property market:
the knot is untied
By Per Hansen

Admitted: the Danish
property market has never
been at the centre of interest for international property investors. Nevertheless,
it is and has for many years
been an attractive option.
For decades, Denmark
has had a strong economy
with political stability, fair
growth, low inflation, low in- Modern office buildings on the waterfront in the harterest rates and a high em- bour of Copenhagen
ployment rate. But even so,
when the financial crisis hit Denmark in cided to expand their activities into the
2008, it did so with considerable weight property market. To get into the market,
and sent the property market into a lim- many of them financed adventurous
newcomers - initially with great success.
bo which still lingers.
In that market, no one could really fail.
The banks, exhilarated by their instant
The creation
success in the property market, granted
of a price bubble
senior and junior loans well in excess of
what the yields could justify, counting on
During the early 2000’s, property an ever rising price spiral. Prudent invesprices, the construction industry and tors insisting on matching their investproperty markets boomed and property ments with the yields were forced out of
prices rose at an increasing speed, due the market, giving way to the adventurto the ever lower interest rates and a ers and their ping-pong deals where the
generally booming economy. As in many same properties were traded in closed
other countries, not only the traditional circles at ever increasing prices, all beproperty investors and the construction ing not only financed but even cheered
companies thrived on this boom, but on by the banks.
so did a lot of newcomers including the
adventurers who are always attracted to
The bubble bursts
any booming industry.
The Danish banks were profiting
When the financial crisis hit Denmark,
highly from this and by the mid 2000’s it hit the property market particularly
a number of smaller and local banks de- 
...next page

GGI REAL ESTATE NEWS

No. 01 – March 2012 | 1

GGI Practice Group Real Estate
Unlike movables, real estates are
not transferable from one country to
the other. Still there are quite a number of real property transfers with a
border crossing backgrounds. Mentioned here as examples are real estate
transactions in the context of M & A
activities, the set-up of production facilities abroad, the purchase of vacation properties or enforcement upon
foreign property. Hence, with regard to
such activities there is a demand for
legal cross-border know-how. GGI has

a considerable number of specialists
in this respective area of expertise. Dr.
Reinhard Nacke has established the
GGI Practice Group Real Estate, which
brings together Real Estate experts
from all over the world. The aim of the
practice group is to first identify these
specialists, make the collected knowhow commonly usable for the members and to communicate the availability to our existing and potential clients.
Besides comprehensive information
published in form of the Real Estate

handbook, the practice group informs
briefly in this news flash on latest developments, trends, new legislations,
and further Real Estate news. Stay informed by reading FYI – Real Estate
News.
If you are interested in further information on the GGI Practice Group Real
Estate, please contact Dr. Reinhard
Nacke, Global Chairperson, nacke@
fps-law.de, or Per Hansen, Global Vice
Chairperson, ph@hsco-law.dk.

Rent-Free Use of Trust Property:
A Trap for Unwary U.S.
Beneficiaries of Foreign Trusts
Cantor & Webb P.A.
Miami, Florida USA
By now many GGI members have become aware of the new onerous reporting and withholding tax requirements
implemented by the Foreign Account Tax
Compliance Act (“FACTA”). Another important tax change adopted at the same
time as FACTA, however, has received
much less publicity, although it may have
a significant impact on the real estate industry. This new tax provision impacts
U.S. persons who use property owned by
a foreign trust without paying fair market
value rent for such use.
If a foreign trust permits the U.S.
grantor, a U.S. beneficiary, or any U.S.
person related to the U.S. grantor or U.S.
beneficiary to use trust property on a
rent-free basis, whether the real estate is
owned directly or indirectly by the foreign
trust, the U.S. person will be treated as
having received a distribution from the
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trust in an amount equal to the fair market value of the use of the property (less
any amount actually paid for such use).
This rule applies regardless of where the
real property may be located. In addition to real estate, this rule would also
apply to the use of other trust property,
such as aircraft, boats, cars, artwork, etc.
if it is owned directly or indirectly by a
foreign trust.
The tax consequences of such a
deemed trust distribution will depend
on many factors including whether the
trust is a grantor trust or a nongrantor
trust. If the trust is treated as a nongrantor trust, the U.S. person may potentially be subject to onerous tax and
reporting consequences. Any U.S. person who uses property owned directly
or indirectly by a foreign trust should
ensure that fair rental value is paid for
such use within a reasonable period of
time. This new rule became effective
for use of trust property after March 18,
2010.
If a foreign trust involves a U.S. grantor, U.S. beneficiary, or other U.S. person
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who may benefit from trust property,
U.S. tax counsel should be consulted in
order to determine the U.S. tax consequences of rent-free use of trust property as well as the myriad planning oppor-

Cantor & Webb P.A. is considered one of
the leading boutique law firms in the field
of international tax and estate planning for
high net worth international private clients
and their families. Servicing predominantly
Latin American, Caribbean and European
clientele. We have established a legal concierge oriented practice which caters to the
unique needs of our international private
clients. We take great pride in establishing
long-lasting relationships with our clients
and in going above and beyond the usual
scope of work to ensure their needs are met.

tunities available to reduce or eliminate
such consequences. With the increased
mobility of people and property there is
an increased likelihood that this law may
pose a trap for the unwary.

FPS advises IVG Immobilien AG
on acquisition of the Silver Tower
building from Commerzbank

Silver Tower property in Frankfurt am Main

FPS Rechtsanwälte & Notare advised a consortium
of investors led by IVG Immobilien AG with the acquisition of the Silver Tower
property in Frankfurt am
Main from Commerzbank
AG. The property involved
in the transaction comprises the building complex of
Jürgen-Ponto-Platz 1 (Silver
Tower) and the building immediately adjacent, Gallusanlage 8. A confidentiality
agreement has been signed
between both parties regarding details of the pur-

