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 Investing in Real Estate Exchange with Traded Funds  
 

The past 12 months have been interesting for investors as we have seen volatility at elevated 

levels.  A market crash as a result of the Covid pandemic was immediately followed by 

the swiftest recovery ever as Central Banks slashed rates in order to shore up economies.  With 

bond yields at historically low levels investors have had a tricky situation to find asset classes 

that are uncorrelated to equities that can possibly still offer some return.  

  

Real estate is probably the most familiar of all asset classes.  The apparent simplicity 

of owning “bricks and mortar” draws strong attraction from a variety of investors.  According to 

Ibbotson and Siegel, half of all global wealth is in real estate.  For the layman the investment 

concept for real estate is relatively simple.  Investors buy a property and collect a rent for 

it.  They may also gain some capital appreciation and leverage the property to achieve a higher 

return on equity.  While simple in concept, the practical realisation may not always be so 

straightforward.  As anyone who has tried renting out a property would vouch for, even 

something small and basic, such as a spare bedroom or a vacation property can come with their 

own set of difficulties.  

  

Direct property investors face a myriad of challenges such as selecting a location, due diligence, 

legal documents, operational costs, taxation and unexpected structural issues or 

expenses.  An investor can, however, circumvent most of these issues by accessing the 

best professionals, lawyers, surveyors, market analysts etc, through unlisted funds or listed real 

estate companies.  

  

Gaining exposure to Real Estate through Exchange Traded Funds provides investors 

with liquid, low maintenance, diversified and cost-effective investment options.  Real Estate 

ETFs invest in REITs, real estate service firms and real estate development companies with a 

broad exposure across the real estate market.  They provide investors with regular distributions, 

diversifications, high liquidity and the potential of real estate capital appreciation.  

  

Just as many real estate companies have different focus on their property portfolio such as retail, 

health care facilities, hotels or communications, so the ETFs can also be focussed on niches 

within the real estate sector.  There are 45 ETFs focused on the real estate sector, some of which 

are big, liquid strategies such as the $33 billion Vanguard Real Estate ETF and the $5.4 billion 

Schwab U.S. REIT ETF.  There are smart beta strategies within the segment such as 

the FlexShares Global Quality Real Estate Index Fund, which screens securities by factors such as 

momentum, quality and value; the Global X SuperDividend REIT ETF, which focuses on high-

yielding, low volatility REITs; and the U.S. Diversified Real Estate ETF, which selects and weights 

securities based on fundamentals.  
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Although investors might be discouraged with commercial real estate as the demand for office 

space and retail shops fall. There are segments within the real estate 

market which have benefitted from the pandemic.  This includes data centre REITs like Digital 

Realty Trust (NYSE: DLR), which benefited from the work-from-home economy.  Industrial REITs 

like Prologis (NYSE: PLD) got a boost from the increased e-commerce demand.  And telecom 

REITs like American Tower (NYSE: AMT) also had a very strong year as the pandemic accelerated 

the digital transformation, and therefore the need for infrastructure to support it.  

  

The Magwitch discretionary managed portfolios exposure to real estate is in line with the market 

capitalisation of the property companies relative to the size of the overall market.  For those 

investors looking for a niche real estate offering we are able to provide this through our 

Execution Only facility, priced at just $50 per annum.  
 


