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NBK Wealth ht Leadersh

Investing in Global REITs: The Liquid
Alternative to Physical Property

KUWAIT: Real Fstate Invesiment Trusts (RETTE)
are companies thal own, operale, or finance income
producing real estate. They allow inveslors Lo access
real eslale withoul directly owning property. Most
RETTs are publicly traded on major stock exchanges,
providing investors with diversified real estale expo-
sure through shares, eliminating the need Lo directly
purchase physical assets.

Types of REITs

While REI'Ts are generally classilied by the type
of properties they invest in, some offer diversified
exposure across mulliple sectors. In addition 1o
publicly traded REITS, investors can access public
non-listed and private RETTs. REI'Ts are broadly cal-
egorized inlo lwo main Ly pres:
+ Equity REI'Ts own and operale income-general-

ing real estale.
+ Mortgage REITs (mREITS) invest in real eslale

debl and mortgage-backed securilies.

Investors can participate in REITs by purchasing
shares of publicly traded REITs, mutual funds, or ex-
change-traded [unds {I7TFs).

NBK
Wealth

Why Invest in REITs?

1. Access Lo a High-Barrier Assel Class: Direct
investmenl in real estale is illiquid, capilal-in-
len and requires specialized management.
REI'Ts provide an efficient, liquid way Lo gain ex-
posure Lo real estale, eliminaling the operational
and financial complexities of direct ownership.

2. Income with Capilal Appreciation Polential: RE-
ITs listed in the US are required Lo distribule
most of their Laxable income as dividends. They
may also prc:\'itlo cupiLa] apprecialion as prop-
erly values rise, and acl as a hedge against infla-
Lion.

3. Liguidity, Transparency and Low Costs: REITs
offer liquidity and transparency with lower Lrans-
aclion cosls compared Lo direct property invest-
menl. Regulatory requirements enhance investor
prolection.

4. Diversilication:  REITs  allow  diversilicalion
across properly Ly seclors, and gc::gruphic.t;,
reducing concentration risk Lo a single property.

wn

. Professional Management: REITs are managed
by experienced professionals in property acqui-
sition, development, and management, improving
operalional L\I['Iicionc}' and investmenl returns.

Why Invest in REITs Now?
REITs are sensilive Lo interest rate movemenls. In

a declining rate environment, they benefil from low-

er horrowing costs, higher property valuations, and

more allractive dividend vields compared to other
income-generaling assels.

+ Lower Borrowing Costs: REITs typically use
debl Lo finance property acquisilions and devel-
opmenl projects. Hence lower cost of borrowing
enables them Lo access capilal al more favorable
Lerms.

+ Higher Property Values: When borrowing cosls
decline, demand [or real eslale increases, which
would lead Lo higher valuations [or the REITs’
underlying properties.

+ Altractive hi\'itlm:l_&;: Stable rental income sup-
ports consislent or growing dividends, appealing
Lo income-locused inveslors.

+  Stable Income: Lower interest rales reduce bond
yields, making REITs relatively more altractive
[or income-secking investors due Lo their higher,
steady dividends.

The role of REITs in a portlolio

REITs offer income, diversilicalion, inflation pro-
tection, and liquidity. Because real estale cycles are
typically longer (10-18 years) than average business
cveles (4-5 wears), REITs can provide stable in-
come during market luctuations. Adding REITs 1o a
portlolio may improve risk-adjusted returns, as real
eslale performance often differs rom thal of other
assel classes.

Investors, however, should consull their financial
advisors Lo align REIT allocations with their invesi-
ment goals, considering their unique risks and lax
implications.

Key consideralions
Risks and kmitations of REITs investing:

+  Higher Tax Rates: REIT dividends are generally
laxed as ordinary income reducing aller-lax re-
lurns L'::mparcd Lo some stock

+ Volatility: Publicly traded REITs can be more
volalile than direct real estate holdings.

+ Sector-Specific Risks: REITs concentrated in a
single seclor lace heighlened exposure Lo seclor
downlurmns.

+  Inlerest Rales: REI'Ts are sensilive Lo changes in
inleresl rales; rising rales can reduce vields and
property values,

Key takeaways

+ REITs simplify real estale investing, eliminating
the complexities of direct ownership.

« REITs generally distribule most nfllhoir income
as dividends, supporting stable cash flow in port-
[olios.

» REITs offer defensive charactleristics due Lo real
estale’s longer ey cles compared Lo average busi-
ness cycles.

+ REITs offer diversilied exposure across properly
lypes and geographies and are managed by ex-

rerienced professionals.

» REITs are {1[|uir.|, cosl-efficient and ransparent.

+ Investors should be mindlul of tax implications,
as REIT dividends are laxed as ordinary income.

NBK Wealth
Thought Leadership

Investing in Global RETs: The Liguid
Alternative to Physical Property
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Global REITs outshine property in liquidity

By NBK Wealth

hat are REITs?
Real Estate Investment

Trusts (REITs) are companies that
own, operite, or finance income
producing real estate. They al-
low investors to access real estate
without directly owning property.
Muost REITs are publicly traded on
major stock exchanges, provid-
ing investors with diversified real
estate exposure through shares,
eliminating the need to directly
purchase physical assets.

Types of REITs

While REITs are generally clas-
sified by the type of properties
they invest in, some offer diversi-
fied exposure across multiple sec-
tors. In addition to publicly traded
REITs, investors can access public
non-listed and private REITs.

REITs are broadly catego-
rized into two main types:
B Equity REITs own and operate
income-generating real estate.
B Mortgage REITs (mREITs) in-
vest in real estate debt and mort-
gage-backed securities.
B Investors can participate in RE-
ITs by purchasing shares of pub-
licly traded REITs, mutual funds,
or exchange-traded funds (ETFs).

Why Invest in REITs?
B Access to a High-Barrier As-
set Class: Direct investment in
real estate is illigquid, capital-in-
tensive, and requires specialized
management. REITs provide an
efficient, liguid way to gain ex-
posure to real estate, eliminating

NBK
Wealth

the operational and financial com-
plexities of direct ownership.
B Income with Capital Apprecia-
tion Potential: REITs listed in the
U5, are required to distribute most
of their taxable income as dividends.
They may also provide capital ap-
preciation as property values rise,
and act as a hedge against inflation.
B Liguidity, Transparency and
Low Costs: REITs offer liquidity
and tramsparency with lower transac-
tion costs compared to direct prop-
erty investment. Regulatory require-
ments enhance investor protection.
B Diversification: REITs allow
diversificaion across  property
types. sectors, amd geographies,
reducing concentration risk to a
single property.
B Professional Management: RE-
ITs are munaged by experienced
professionals i property  acquisi-
tion, development, and manage-
ment, improving operational effi-
ciency and investment retums.
Why Invest in REITs Now?
REITs are sensitive to inter-
est mate movements. In a declining
rate environment, they benefit from
lower bormowing costs, higher prop-
erty valuations, and more attractive
dividend yields compared to other
income-generating assets.
B Lower Borrowing Costs: RE-
ITs typically use debt to finance
property acquisitions and develop-
ment projects. Hence lower cost of

borrowing enables them to access
capital at more favorable terms.
B Higher Property Values: When
borrowing costs decline, demand
for real estate increases, which
wotld lead to higher valuations for
the REITs" underlying properties.
B Attractive Dividends: Stab
rental mcome supports consistent
or growing dividends, appedling
to income-focused investors.
B Stable Income: Lower interest
rates reduce bond yields, making
REITs relatively more attractive
for income-seeking investors due
to their higher, steady dividends.
The Role of REITs in a
Paortfolio

REITs offer income, diversifica-
tion, inflation protection, and liquid-
ity. Because real estate cycles are
typically longer (10-18 years) than
average business cycles (4-5 vears),
REITs can provide stable income
during market fluctuations.

Adding REITs to a portfolio may
improve risk-adjusted mtums, as
real estate performance often differs
from that of other asset classes.

Investors, however, should con-
sult their financial advisors to align
REIT allocations with their imvest-
ment goals, considering their unique
nisks and tax implications.

Key Considerations

Risks and limitations of RE-
ITs investing:

B Higher Tax Rates: REIT divi-
dends are generally taxed as or-
dinary income reducing after-tax
returns compared to some stocks.
B Volatility: Publicly raded RE-
ITs can be more volatile than di-
rect real estate holdings.

B Sector-Specific Risks: REITs
concentrated in a single sector
face heightened exposure to sector
downturns.

B Interest Rates: REITs are sen-
sitive to changes in interest rates;
rising rates can reduce yields and
property values.

Key Takeaways
B REITs simplify real estate -
vesting, eliminating the complexi-
ties of direct ownership.

B REITs generlly distribute maost of
their income as dividends, sapport-
ing stable cash flow in portfolios.

B REITs offer defensive charac-
teristics due to real estate’s longer
cycles compared to average busi-
ness cycles.

B REITs offer diversified expo-
surTe across property types and
geographies and are managed by
experienced professionals.

B REITs are liquid, cost-efficient,
and transparent.

B Investors should be mindful of
tax implications, as REIT dividends
are taxed as ordinary income.
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