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Why should Investors have exposure to REITs?

Over decades, REITs have delivered high, tax efficient dividends plus capital appreciation. Moreover, due 
to their focus on paying regular dividends which are derived from contractual tenant rental payments, 
they are ideal for investors seeking regular forms of income such as retirees who rely on their investment 
portfolio to cover every day living expenses. 

REITs also have low correlations to other equities and fixed-income investments and, as a result, are a 
good portfolio diversifier. Moreover, individual investors should consider following the example of large 
institutional investors such as pension funds who have 5% to 15% of their total portfolio allocated to real 
estate and real assets.   

In summary, REITs have a long track record of providing investors with:

Attractive long-term performance

Transparency; and regulation and portfolio 
diversification

Liquidity (especially vs. private real estate)

High, tax efficient and stable dividends

Correlation with Total Stock Market for Total Monthly Returns: 1997 - 2021

The low correlation of REITs with 
U.S. and global equity indexes has 
continued to provide meaningful 
diversification opportunities over a 
25-year period.

By contrast, employing size, style 
or international strategies has 
provided less diversification benefit.
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Why Now?

In light of the rapid and significant increase in interest rates beginning in 2022, REITs are attractively 
valued and trading at a wide discount to NAV. Notwithstanding the lower valuations, fundamentals across 
most REIT subsectors remain very solid with increases in cash flows more than offsetting the impact of 
higher capitalization rates. Moreover, the best REITs have reduced their debt levels and locked in lower 
borrowing costs prior to the recent increase in interest rates. Furthermore, as the chart below shows, REITs 
have historically been a good hedge against inflation. 

REITS Are Trading at a Steep Discount to NAV and Look Oversold

Historical Premium/Discount to NAV

Source: RBC Capital Markets, February 28, 2023.
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Is Home Ownership a good substitute for investing in REITs?

A house should not be considered an investment but instead is more similar to a consumption good, 
especially when financed by a mortgage. To this point, one’s home does not generate income but instead 
requires the owner to cover the cost of mortgage interest, property taxes, insurance and maintenance. 
REITs, on the other hand, provide exposure to commercial real estate which generates recurring and 
often growing levels of income for investors. Last but not least, REITs are liquid investments often 
diversified by sector and geography versus a house which is much less liquid with more concentrated risk.
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This material has been prepared for informational purposes only without regard to any particular user’s investment objectives 
or financial situation. This communication constitutes neither a recommendation to enter into a particular transaction nor a 
representation that any product described herein is suitable or appropriate for you. Investment decisions should be made with 
guidance from a qualified professional. The opinions contained in this report are solely those of Middlefield Limited (“ML”) and are 
subject to change without notice. ML makes every effort to ensure that the information has been derived from sources believed 
to reliable, but we cannot represent that they are complete or accurate. However, ML assumes no responsibility for any losses or 
damages, whether direct or indirect which arise from the use of this information. ML is under no obligation to update the information 
contained herein. This document is not to be construed as a solicitation, recommendation or offer to buy or sell any security, financial 
product or instrument.  

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund and ETF investments. 
Please read the prospectus and publicly filed documents before investing. Mutual funds and ETFs are not guaranteed, their values 
change frequently, and past performance may not be repeated. You will usually pay brokerage fees to your dealer if you purchase 
or sell shares of an investment fund on the Toronto Stock Exchange or alternative Canadian trading platform (an “exchange”). If the 
shares are purchased or sold on an exchange, investors may pay more than the current net asset value when buying shares of the 
investment fund and may receive less than the current net asset value when selling them. There are ongoing fees and expenses 
associated with owning shares of an investment fund. An investment fund must prepare disclosure documents that contain key 
information about the fund. You can find more detailed information about the fund in the public filings available at www.sedar.com. 
Investment funds are not guaranteed, their values change frequently and past performance may not be repeated. 

Certain statements in this document may be viewed as forward-looking statements. Any statements that express or involve 
discussions with respect to predictions, expectations, beliefs, plans, intentions, projections, objectives, assumptions or future events 
or performance (often, but not always, using words or phrases such as “expects”, “is expected”, “anticipates”, “plans”, “estimates” 
or “intends” (or negative or grammatical variations thereof), or stating that certain actions, events or results “may”, “could”, “would”, 
“might” or “will” be taken, occur or be achieved) are not statements of historical fact and may be forward-looking statements. 
Forward-looking statements are subject to a variety of risks and uncertainties which could cause actual events or results to differ 
from those reflected in the forward-looking statements including as a result of changes in the general economic and political 
environment, changes in applicable legislation, and the performance of each fund. There are no assurances the funds can fulfill 
such forward-looking statements and the funds do not undertake any obligation to update such statements. Such forward-looking 
statements are only predictions; actual events or results may differ materially as a result of risks facing one or more of the funds, 
many of which are beyond the control of the funds.

Disclaimer
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