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Abstract: We consider a two-stage general equilibrium model of commercial
real estate (CRE) development in a multi jurisdictions economy with segmented
markets. Local CRE assets produce consumption goods that are sold to house-
holds in the jurisdiction. The developer’s capital structure, CRE cash flows,
as well as the equity, debt and commodity prices are all endogenous. Strategic
jurisdiction authorities choose property taxes to attract global REIT investors.
An equilibrium exists and demand differentiability holds even when CRE as-
sets are co-linear among jurisdictions. We provide examples of our model, and
discuss the role of taxes, including the Tax Incremental Financing (TIF), in

attracting CRE investments and promoting development.
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