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REITs: The easiest way
to invest in large-scale
real estate

Real estate or property is a key asset class in an
investment portfolio.

Typically, before REITs were introduced, an investor
may invest in property stocks and/or physical (landed)
property to get exposure in the real estate sector.

You now have another option i.e. to invest in REITs by
paying only a fraction of the real estate prices. In
other words, REITs provide a way to invest in quality
large-scale commercial real estate without having to buy
the properties directly. REITs typically offer you a stable
income stream and attractive distribution yields.

Understanding REITs
What is a REIT?

A Real Estate Investment Trust (REIT) is a fund or a trust
that owns and manages income-producing commercial
real estate (shopping complexes, hospitals, plantations,
industrial properties, hotels and office blocks).

A management company for a REIT is permitted to
deduct distribution paid to its shareholders from its
corporate taxable income. However, to enjoy this
tax-free status, the REIT must have most of its assets
and income tied to the real estate and distribute at least
90% of its total income to investors/unit holders annually.

REITs that are listed on a stock exchange trade just
like stocks.



Why invest in a REIT?
Benefits of investing in listed REITs:

¢ Affordability: Investments in REITs cost a fraction of
the cost of direct investment in real estate. You can
start off with minimal investment outlay.

e Liquidity: REITs are more liquid compared to physical
properties. Units of listed REITs are readily converted
to cash as they are traded on the stock exchange.

e Stable income stream: REITs tend to pay out steady
incomes (similar to dividends), which are derived
from existing rents paid by tenants who occupy the
REITs’ properties.

¢ Exposure to large-scale real estate: You can derive
the benefits of the real estate on a pro-rated basis
through a REIT, a quality investment which is affordable.

¢ Professional management: You benefit from having
the REIT and its underlying assets managed by
professionals who will add value for a higher yield.

What are the investment considerations?

Apart from the general market risks of economy, politics,
capital market and interest rates, you should be aware of
the following:

e Management quality and corporate structure of the
REIT, in particular the REIT manager (good track record
and reputation).

e Investment objective and strategy of the REIT.

e Quality of the real estate, including factors such as
mortgages, occupancy rates and geographical locations.

e Distribution policy and tax rules.

What kind of returns can be expected from REITs?

Typically, the returns to unit holders of a REIT can be in
the form of:

¢ Income distribution based on the distribution policy
stated in the REIT’s deed; and/or

e Capital gains which may arise from appreciation of
the REIT’s price.



Performance indicators
of REITs

e Distribution Yield: The yield is normally published in
the business section of major daily newspapers. It is
derived from the following formula:

Income distribution paid to

a REIT unit holder
Distribution yield =

REIT’s price paid by the unit holder
(or the prevailing market price of the REIT)

Other indicators include the following which are available
in annual reports:

¢ Net Asset Value (NAV): The value of a REIT is based
on its tangible real estate holdings. This is calculated
by the total assets of a company after subtracting all
its liabilities.

e Management expense ratio: The percentage of

operating expenses (management fees, etc.) incurred
to the NAV.

¢ Total return: The change in a REIT’s price for the
period under review plus any income distribution
received during the period.

Getting started
How and where to start investing in REITs?

REITs trade just like stocks, subject to the same trading,
payment and settlement rules (T+3).

You need to open a CDS account and a trading account
with a participating organisation i.e. a stockbroking firm
registered in Malaysia, if you do not have one.

For more information:

Please visit www.bursamalaysia.com and the respective
REITs” websites.



DISCLAIMER

This brochure has been provided for general information purposes only. The information contained in this
brochure does not constitute legal, financial, trading or investment advice and neither does it make any
recommendation or endorsement regarding the product mentioned herein. Although care has been taken
to ensure the accuracy of the information within this brochure, Bursa Malaysia does not warrant or
represent, expressly or impliedly as to the completeness or the accuracy of the information herein. Bursa
Malaysia does not accept any liability howsoever arising, including any liability arising from any trading/
investment decisions made on the basis of this information. You are advised to seek independent advice
and/or consult relevant laws, regulations and rules prior to trading/investing.

KENYATAAN PENAFIAN

Brosur/Risalah ini telah disediakan sebagai rujukan umum sahaja. Maklumat yang terkandung di dalamnya
bukan merupakan sebarang nasihat perundangan, kewangan, dagangan atau pelaburan serta ia juga tidak
menyarankan atau menyokong produk yang disebutkan di sini. Walaupun pelbagai langkah telah diambil
untuk memastikan ketepatan maklumat di dalam brosur/risalah ini, Bursa Malaysia tidak memberi jaminan
sama ada secara nyata atau tersirat, terhadap ketepatan dan kesempurnaan maklumat yang terkandung di
dalamnya. Bursa Malaysia tidak akan menanggung sebarang liabiliti ke atas mana-mana keputusan
dagangan/pelaburan yang dibuat berdasarkan maklumat ini. Anda adalah dinasihatkan agar mendapatkan
khidmat nasihat bebas dan/atau merujuk undang-undang, syarat dan peraturan yang berkaitan sebelum
melakukan dagangan/pelaburan.

=L

ARFRABE—REARSERAR - BENANFATHEEE  SRARARW > 8FRAREEFRIUT
ARFR e BRADXZMRABRAMFRANERY - BHFER  RE - KRAJIB[REXEH
WEBURZTEY - EFAETEXRARAMENRBERE  ADRBFABPFAR - REEZRERSR
BEAR > BWRIMAHBAR/ RBEWERES - KAFEN -

BURSA MALAYSIA BHD
15th Floor Exchange Square
Bukit Kewangan

50200 Kuala Lumpur
\VEIEWSED

Tel : +(603) 2034 7000

Fax: +(603) 2710 2308

www.bursamalaysia.com




	BURSA0607 REITs Brochure_FA2



