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As the outbreak of COVID-19 continues to spread rapidly over the world, a quick and well thought-out response 
is required to mitigate its impact on health, work and the economy. It presents great challenges and disruptions 
to business and (global) supply chains.  

The extent of the damage caused by the outbreak and the lockdown measures cannot be fully established nor 
can the long-term consequences be assessed at this stage. Fact is that the (global) economy is experiencing a 
negative growth and there is great uncertainty as to the long-term impact.  

Like any other sector, the real estate sector is – to varying extents – affected as well. Many real estate investors 
are confronted with unpaid rents, exceptional rental discounts and/or tenant bankruptcy. Real estate 
developers are confronted with unproductivity in the construction sector / important delays in the delivery of 
immovable projects and/or decreases in sales prices and volumes.  

Below we have listed a set of financial, tax and legal attention points and mitigation measures with relevance 
for the Belgian real estate sector in the framework of COVID-19. In this newsletter, we are focusing on the most 
relevant topics that arose when talking to our clients and examining the impact of COVID-19. 
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Real estate financing post Covid-19: the new normal? Deloitte research signals an additional need 
for quasi equity as a financial lever for property developer or investor-landlord bank loans

The number of real estate transactions has fallen sharply in 
recent weeks. The number of searches on Belgian websites for 
real estate has dropped by ca. 50%. In addition, economists 
anticipate a generalized reduction in the income of the Belgians 
in the medium term, resulting in a negative effect on the 
borrowing capacity. The latter may probably not be offset by 
any further reduction in mortgage interest rates (being rather 
unlikely), nor substantial reductions in property prices in the 
short term. 

At this stage of the crisis, the economic models are not aligned 
on the long-term structural impact, creating uncertainty in the 
country’s financial institutions. This in turn leads to a 
repositioning of lending in the context of project development 
and rental or yield properties. This repositioning started already 
pre-COVID, due also to the increasing banking capital 
requirements linked to the real estate portfolio. This led to 
these portfolios being rebalanced where appropriate. 
Regarding the residential market, the aforementioned possible 
pressure on the selling price, the volume of available units and 
the fear of the increasing lead time (both within the permit- 
and promotion phase) of real estate projects further underpin 
this positioning.  

In concrete terms, our research shows that the impact on 
traditional bank financing generally translates as follows:

 

 

 

 

Project funding:  

A decrease or at least strict application of the existing loan-to-cost 

ratio: <70% seems to be the new standard 

Pre-sales residential units ≥ 25%: the preliminary market review 

(translated into a degree of commercialisation) is thus gaining 

importance 

Building on stock, however will no longer be in favour as it will be 

more difficult to obtain financing 

Business plans for land development projects (not yet permitted), 

retail buildings, offices and SME units will come under increased 

scrutiny from banking institutions 

Yield properties: 

Additional buffer in determining the ratio of net rental income on the 

one hand and capital repayments on the other hand (decreased debt 

coverage ratio’s being expected) 

Also for yielding properties, a loan-to-cost (investment) ratio of <70% 

is seemingly becoming the new standard. 
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This evolution will normally continue to materialise in the 

course of 2020. The increasing risk perception will inevitably 

translate into an increase in margins of both credit and 

guarantee lines. It is fortunate that the underlying base rates 

are historically low and are expected to remain so for a while.  

All these evolutions are expected to give a boost - both for the 

property developer and the investor-landlord - to increasingly 

seek quasi equity in the form of subordinated loans, whether 

from the general public (crowdfunding), individual investors, 

asset managers, or mezzanine institutions, etc. The 'hunt' for 

alternative funding is on. Pro-actively structuring a post COVID-

19 financing will be key.  

For a number of years now, we have also noticed an increasing 

interest in structuring residential real estate investment within 

a real estate vehicle (‘fund’), in order to place units on the 

market. The expected income decrease and diminished 

purchasing power will have a negative impact on the borrowing 

capacity when purchasing a property. This effect will be 

intensified by a further reduction in the average rate of lending 

(due to an increase in the desired equity part). The acquisition 

of property may therefore come under pressure, and is 

expected to lead to an increasing interest in rental property. 

The structuring of residential real estate investment within a 

fund structure is therefore likely to gain in importance in the 

coming years.  
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Managing Tax Cash in a COVID-19 World – What can we expect? 
 

 

The outbreak of COVID-19 and the lockdown measures might 
lead to a decrease in revenue from real estate 
investments/development projects. Subsequently, this will 
result in a lower (taxable) EBITDA of real estate companies 
and real estate groups. 

In this regard, the application of the interest deduction 
limitation rule (i.e. the exceeding borrowing cost /net interest 
cost is disallowed if it exceeds either 30% of the tax adjusted 
EBITDA of the taxpayer or EUR 3 million) may be detrimental 
(lower EBITDA basis).  

The manner in which the rule is presently applied results from 
the current version of the Law and Royal Decree. It leads to an 
inequitable situation for many Belgian groups, in the sense 
that the law forces the tax payer to first offset the positive 
EBITDA’s in the (mostly profitable) companies in the group, 
against those with a negative EBITDA (therefore lowering the 
total EBITDA basis). Offsetting a net interest deduction 
position against a net interest ‘income’ position with another 
company of the same group (i.e. where the interest cost 
would be lower than the interest income), however, is not 
allowed. It would be good if the legislator would address this. 

On the positive side, the new group contribution regime can 
mitigate the overall tax burden in a Belgian group in certain 
situations, given that – subject to conditions – it allows 
profitable companies to offset their gains against current year 
losses in other companies. 

 

 

 

 

 

Today the use of tax losses carried forward is unlimited in 
time in Belgium. Under current legislation, such losses can 
only be carried forward. 

Given the present COVID-19 crisis, there were many appeals 
from the market to introduce a system of ‘carry back’ of tax 
losses in Belgium (potentially only for this year, as an 
exceptional measure).  

This would allow companies to obtain a refund of the 
corporate income tax (prepayments) already paid for 
2019/2020 in the framework of the filing of the corporate 
income tax return for this financial year by September 2020. 
This prior use of tax losses (potentially resulting from the 
COVID-19 crisis) might result in a tax cash saving in the 
financial year in which there is high need. 

Other European countries (a.o.. Ireland, Czechia) have already 
introduced this measure in the context of COVID-19. The 
Belgian Government has recently announced an exceptional 
carry back system due to COVID- 19, the details of which are 
still to be worked out. This could potentially already reduce 
the need for advance tax prepayments in the course of 2020. 

In line with this, the Belgian Government announced recently 
a sort of carry back for one year, the details and limitations of 
which are not yet known. Also, it has announced the 
possibility to set up a tax exempt ‘recovery reserve’ in the 
years to come, up to the (COVID- 19 related) loss realized in 
2020. Here as well more details are to come. 

 

 

 

 

 

  

 
Interest deduction limitation rule – de facto tax 
consolidation 

  Tax losses carried back? 
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Like in the 2008 financial crisis, we anticipate more and more 
situations where companies will have to operate intragroup 
debt waivers, to reinforce the equity basis of group entities in 
difficulties, as a result of COVID-19.  

Depending on the way it is structured, the operation could 
result in taxable income in the hands of the borrower 
benefiting from the waiver. In such a case, it is essential to 
keep in mind that (carried forward) tax losses (or other tax 
attributes) can only partially offset gains resulting from a debt 
waiver. The recent introduction of restrictions to offset the 
taxable basis with tax attributes (to an amount equal to EUR 1 
million and 70% of the remaining taxable base) need indeed 
to be taken into account. Furthermore, consideration is 
needed to avoid a qualification as a ‘non arm’s length benefit’ 
in the hands of the beneficiary.  
 

 

 

 

 

The question whether COVID-19 could underpin any partial 
exemption of property withholding tax has arisen. 

Knowing that the rates, reliefs and reductions of property 
withholding tax depend on the region where the property is 
located, different rules apply regarding a relevant reduction in 
the case at hand. 

Generally, a reduction of property withholding tax requires 
the unproductivity to be for reasons beyond the taxpayer’s 
control (i.e. force majeure).  

Furthermore, for properties situated in the Flemish Region, 
the unproductivity must last for at least 90 days over a period 
of 12 months, with a total unproductivity of 12 months.  

For properties situated in the Walloon Region, the 
unproductivity must last for at least 180 days with a maximum 
of 12 months (for the latter maximum, exceptions are 
possible i.e. disasters, force majeure etc.).  

For properties situated in the Brussels Region, the reduction 
of property tax due to unproductivity has been abolished. 

There is a lot of uncertainty around whether COVID-19 could 
be seen as force majeure. It should be noted that the owner 
of the property/owner of the right in rem bears the burden of 
proof of the unproductivity of the property. This might be 
difficult in the case of a tenant still obliged to pay rent in line 
with a valid rental contract while, in reality, s/he is not paying 
any rent as a result of COVID-19. 

 

 

 

 

 Debt waivers   Reduction of property tax due to unproductivity 
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Managing real estate during lockdown – a few attention points  
 

 

Real estate companies may consider it necessary to record an 
exceptional depreciation / impairment of their buildings or 
land if these assets appear to have suffered a significant 
decrease in value as a result of COVID-19 and the ensuing 
economic crisis (e.g. a building that becomes vacant as a 
result of COVID-19 and that cannot be re-let in the short 
term; substantial rent reductions that have been granted). 

Although in many cases one could defend that such 
impairments – if justified because the functional value of the 
property for the company is lower than the book value due to 
economic conditions – should be deductible for tax purposes, 
the tax authorities are frequently not so inclined. It will be 
important therefore to sufficiently document these types of 
depreciations / write downs and indicate that they will be 
reversed if they are no longer justified.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

According to the Ministerial Decree of 23 March 2020 
amended on 3 April 2020 and further amended on 30 April 
2020, all shops and stores had to be closed until 10 May 2020, 
except for certain explicitly enumerated stores (i.e. food 
stores). This entails that many tenants have been unable to 
use their leased premises in accordance with the purpose for 
which they were intended and hence refused to pay rent or 
have asked for a reduction based on ‘force majeure’.  

Can they do that? Can a landlord deny such request? 

To date, no specific interim regulatory measures have been 
taken in this regard. Based on limited case law and legal 
doctrine, the following can be stated: 

 Some tenants were not obliged to close, but chose to do 
so for commercial reasons. Others stayed (partially) open, 
but faced a decrease in turnover.  
For those tenants, it will be difficult to invoke ‘force 
majeure’, since this is an individual choice made by the 
tenant;  

 For the tenants who were forced to close, one must first 
look at the contractual provisions. If no specific clauses 
can be found, discussions will arise as to whether or not 
payment of the rent became impossible, and whether the 
impact of the mandatory closure impacted the tenant or 
the landlord (applicability of 100-year old case law, of the 
theory of risks, and of the theory of enjoyment of rented 
premises). 

 

As the situation remains uncertain, with legal grounds for 
both parties, it is recommended to negotiate a solution 
between landlord and tenant to avoid lengthy and costly 
procedures. In this respect, BVS/UPSI encourages the landlord 
to waive half of the rent for 2 months and grant payment 
deferral for the other half until the end of December 2020 at 
the latest, while charges and taxes remain due.  

Some landlords may push for an extension of the lease term 
in exchange of a rent reduction and/or a rental payment 
deferral. In this case, an early termination of the existing lease 
immediately followed by the entry into a new agreement 
should be considered in order to remain in line with the strict 
regulatory framework of the retail lease law. 

 

 
Exceptional depreciations and write-down 
on property 

  Lease agreements 
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Due to the measures taken by the government, physically 
hosting and/or attending general meetings with other co-
owners is no longer possible. 

In this regard, the Royal Decree no. 4 of 9 April 2020 foresees 
the possibility to postpone the general meeting of co-owners 
until 5 months after expiry of the governmental measures 
adopted in the framework of the COVID pandemic. As the 
case may be and insofar as necessary, the duration of the 
contract with the syndic will be extended automatically. 

 

 

 

The measures taken to combat the spread of the COVID-19 
also have an impact on the activities of notaries. The offices 
remain open, but physical contact has to be limited as much 
as possible.  

The law of 30 April 2020 foresees several measures to ensure 
the continuity of the Belgian notaries, including the possibility 
of an electronic power of attorney. As from 4 May 2020, it has 
become possible for notarial deeds to be executed without 
the signatories having to be physically present at the notary's 
office. By using an electronic power of attorney, a client can 
grant a power of attorney to the notary or notary assistant, 
who can then sign the deed on their behalf. The client can be 
identified either via the identity app Itsme or with an ID card 
reader. 

An electronic power of attorney notified and exercised 
between 13 March 2020 and 30 June 2020 is free of charge or 
costs. 

 

 

Due to the measures taken by the government, physically 
attending shareholders’ meetings or board meetings has 
become very difficult and/or impossible. 

In this regard, the Royal Decree no. 4 of 9 April 2020 foresees 
practical solutions for non-listed companies and associations 
governed by Belgian company law that are required to 
convene a general shareholders’ meeting or a board meeting 
before 30 June 2020.  

Where the board members decide to maintain the meeting, 
they may decide on remote voting or voting by proxy, or on 
holding the general shareholders’ meeting by tele- or 
videoconference, even if not explicitly provided for in the 
company’s articles of association. (BV/SRL and the CV/SC 
entities may also temporarily make use of remote voting). 

Otherwise, the board may postpone the June general 
shareholders’ meeting for up to 10 weeks after the statutory 
deadline. The new deadline is then 8 September 2020 latest. 
In that case, the approved annual accounts must be filed with 
the National Bank of Belgium no later than 8 October 2020. 

 

 

 

 

 

 

 

 

 

 

 

 

 Co-ownership 

  Notarial deeds 

 
Option to postpone approval of financial year 
2019 annual accounts 
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Impact of COVID-19 on real estate valuations: with a gradual re-opening of the Belgian economy 
in May, the effects on the real estate sector are evolving rapidly. 

The effect on the real estate sector varies per asset class, as they are all confronted with specific challenges. 

The impact on real estate valuations is an ongoing debate between sector professionals, with increased investor and occupier 
uncertainty on the short and medium term potentially impacting many market fundamentals. With limited investment and letting 
activity noted in April 2020, the analysis is complex and should rely on the underlying business and economic parameters. 

Office market: Enforced experience of agile 
working and investments in collaboration tools 
will likely accelerate the trend towards more 

flexible and remote working. Even though increased 
remote working will most likely lower the overall demand 
for office space, the space usage per worker is expected 
to grow due to prevention measures. This goes against 
the sharp reduction of space per FTE in recent years. 
Additionally, co-working is under pressure due to lower 
demand for short-term lease models and for ancillary 
spaces and heightened tenant focus on who is working in 
the building, which is more difficult to grasp in the more 
open and inclusive co-working models. Due to limited 
letting and investment activity, it is still unclear how yields 
and rental levels may be affected. A further yield gap 
between Core(+) and Value-Add products is however 
expected through increasing investor appetite for stable 
and long-term yielding assets. In contrast to the retail and 
hospitality sectors, very few rent reductions have been 
negotiated. Tenant incentives are generally limited to 
deferrals of rent payments. 

 

Retail: Regulatory restrictions and consumer 
reluctance have halted physical demand for 
non-essential retail. Furthermore, retailers are 

opening negotiations with property owners for rental 
suspensions or reductions, with international chains even 
“tackling” landlords by halting rental payments. The 
differentiation between essential and non-essential goods 
is now clearer than ever. Currently, retailers are investing 
significantly in prevention measures to comply with the 
Belgian regulatory framework, and since the re-openings 
on 11 May 2020. Competitive advantage is increasing 
even more for retailers that adapt to evolving consumer 
patterns, which includes delivering a full customer 
experience, combined with multichannel marketing and a 
strong digital presence. The impact on asset valuations is 
expected to be significant, through a combination of 
temporary/lasting rent reductions and the increasing 
yield trend that is expected to continue. The value gap 
will become larger between several sub-segments, with 
increased focus on tenant activities & stability and 
customer experience. 

Hospitality: a first observation is the significant 
reduction of demand and several hotel 
closures due to national and international 

restrictions and the cancellation of MICE activities, which 
have caused occupancy rates to tumble. The key priorities 
in these times include cash management, workforce 
health and safety and debt considerations. Taking into 
account the lower priority of the leisure sector in the 
“economy re-opening” measures, the rebound will be 
gradual with a return to normalcy only towards the end of 
2020. Although several industry shocks can be observed, 
COVID-19 is unlikely to trigger long-term structural 
changes for the hotel industry. At this point in time, 
partially due to limited investment activity, it is still too 
early to say how asset values might evolve. In the short-
term, value corrections will be made on a case-by-case 
basis. 

 

Industrial and logistics: The decreasing vacancy 
levels in logistic real estate show no signs of 
reversal. There is agreement among many 

experts that industrial & logistic real estate is showing 
signs of “crisis-resistance”. Even though at a slower pace, 
investment and letting activity for industrial and logistic 
properties is stronger than for other asset classes, with 
most ongoing letting & investment transactions not being 
affected. Due to international restrictions, cargo activities 
in harbours and airports have decreased significantly. The 
rise in e-commerce results in additional storage 
requirements, while volumes are putting pressure on just-
in-time principles and last mile delivery. Vacancy levels 
have been at historical lows in Belgium over the last 
quarters and continued storage demand will keep the 
supply low for top products. With limited COVID-19 
impact being noted in the past months, it is believed that 
investor confidence and strong fundamentals could 
further drive up asset values through a combination of 
compressing yields and potential some positive pressure 
on rent levels. 
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Residential: Reduced household incomes, 
saving patterns and visit restrictions are 
adversely affecting demand for new housing 

products. Downward price corrections are expected on 
the Belgian housing market for the first time since 1983, 
with expert opinions considering a 2-3% price drop in 
2020 with potential lasting effects in 2021. However, we 
note an increasing appetite of institutional investors to 
invest in residential portfolios with an eye on long term 
stable rental revenues. 

t 

Senior housing: The test results and number of 
casualties in nursing homes are worrying, with 
several senior homes having more than 20% of 

their residents infected with COVID-19. The latter are 
introducing additional operating costs due to stricter 
protection measures, higher labour costs and low staff 
supply. Furthermore, the temporary entry restrictions for 
new residents are lowering the occupancy rates. In the 
long term, COVID-19 can be seen as a fear-inducing event 
resulting in lasting demand effects (resident reluctance). 
Nevertheless, most real estate owners have concluded 
triple-net long-term contracts with senior housing 
operators, which continue to attract strong investor 
appetite. However many senior housing operations are 
impacted heavily by COVID-19 and strong attention needs 
to be paid if rent levels can still be carried in times of 
contracted operational margins. 

 

.. 

  

To conclude:  Although the observations give an 
indication of the impact, it is too soon to picture with 
certainty what the size of the impact will be in the 
longer term. The two asset classes, which are hit 
most severely (after first observations), are the retail 
and hotel industry.  

The impact on senior housing real estate is yet to be 
determined, however significant operational 
pressure is visible for the operators. Continued 
investor appetite is expected for logistic, residential 
and the most stable and core office products, 
especially if these are characterized by long-term 
contracts at a rent level that is achievable for the 
tenant in these difficult market conditions 
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