What is a Property Trust?

A property trust or a ‘REIT’ (Real Estate Investment
Trust) is a way to invest in real estate without directly
purchasing properties. It is like a company which
owns real estate — enabling investors fo own a small
part of a much larger property or portfolio of
properties they would not otherwise be able to afford.

Sometimes they are also called ‘syndicates’ (typically
a trust which owns one property with a fixed life) or a
‘property fund'.

Listed vs. Unlisted property trusts

There are two main types: listed and unlisted. Listed
property frusts tfrade on stock exchanges such as the
ASX, similar to company shares. This provides greater
liguidity, meaning you can easily buy and sell them
on the market. Unlisted property frusts, on the other
hand, are not publicly fraded. They are typically
offered by private investment firms and may require a
higher minimum investment.

Opportunities

Regular Income: Property trusts often distribute a
significant portion (eg 90%+) of their taxable income
to shareholders as dividends (or ‘distributions’). This
can provide a steady stream of income, particularly
attractive for retirees or income-focused investors.

Diversification: REITs allow you to invest in a diversified
portfolio of properties across different sectors
(residential, commercial, healthcare) and
geographic locations. This reduces risk compared to
owning a single property.

Lower Investment Barrier: Compared to directly
buying a property, property frusts require a much
smaller initial investment. This makes real estate
investment more accessible to a wider range of
investors.

Professional Management: property trusts are
managed by experienced professionals who handle
property selection, fenant management, and
maintenance. This frees investors from the day-to-day
hassles of property ownership.

Potential for Capital Appreciation: Along with
dividend income, investors can also benefit from an
increase in the share or unit price of the property frust
over time.
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Risks of Property Trusts

Market Risk: Like any share, property trust unit
prices can fluctuate with market conditions.
Economic downturns or rising interest rates
can negatively impact property values and
property trust prices.

Liquidity Risk: While listed property trusts offer
more liquidity than unlisted ones, they may still
be less liquid than some other investments like
bonds. Selling them quickly might not always
be possible.

Property Sector Risk: The performance of a
property trust is tied to the performance of the
specific property sector it invests in. For
example, a frust focused on office buildings
could be negatively affected by a shift to
remote work.

Interest Rate and Borrowing Risk: property
trusts often use debt financing to acquire
properties. Rising interest rates can increase
their borrowing costs and impact profitability
and even require a sale of property at an
undesirable time.

Management Risk: The success of a property
investment depends heavily on the quality of
its management team. Poor management
decisions can negatively affect the
performance of the property frust.

Weighing Opportunities and Risks

Property trusts can offer a compelling way to
access the real estate market with the
potential for steady income and capital
growth. However, it's crucial to understand the
risks involved. Carefully consider your
investment goals, risk tolerance, and
investment time horizon before incorporating
real estate into your portfolio and please
consult a professional financial advisor if you
have any questions.
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Learn more and additional resources

If you'd like to learn more please take a look at
our other Education Series publications and
access additional resources here: ASA
Knowledge Hub

Please note

This document was prepared by ASA Real Estate
Partners Pty Ltd. Nothing in this document
should be taken as general or specific financial
adyvice. This document has been prepared
without taking account of your individual
investment objectives, financial situation or
particular needs. We recommend if you have
any questions that you should contact an
appropriate professional advisor.
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Learn more about the Fund
WWW.asarep.com

Contact us
investorservices@asarep.com
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