Taking income higher with

REAL ESTATE
The ability of real
estate to generate a
high and dependable
income and withstand
economic volatility
continues to make it
an important element
of many investors’
portfolios, says
Andrew Allen, Global
Head of Investment
Research (Real Estate),
at Aberdeen Standard
Investments –
provided you choose
assets carefully.

M

any of us are inclined towards real estate
investing because the asset class is a
familiar feature in our daily lives. The way
we shop, receive goods, work and enjoy leisure
time all support the underlying real estate economy.
Investing in real estate tends to produce a
relatively high and dependable income stream.
Over time, investors can typically expect around
75% of the return from real estate to come from
the rental income paid by tenants. The remainder
comes from the potential growth in value of
the real estate assets. This could be through
improvements made to the assets, or market
value appreciation, or both.
If the tenants sign leases that extend for many
years, a portfolio of diversified real estate assets
can offer highly predictable income. Moreover, it
should be able to withstand short-term economic
volatility. For this reason, investors typically use
real estate to help diversify their portfolio, with
risk-reward characteristics that lie somewhere
between equities and fixed-income investments.

Demand for income strategies
In recent years, there has generally been growing
interest in income-oriented investments. Fixedincome investments, such as UK government
gilts and investment-grade corporate bonds, are
considered a comparatively low-risk source of
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income. However, with interest rates at persistently
subdued levels, they currently offer only modest
returns. By comparison, real estate can provide
both higher income and more secure strategies.
As a result, we see many investors keenly seeking
income-oriented real estate strategies.
It also is notable to see the high regard
investors place on real estate assets with longterm secured leases. In some parts of the market,
tenants are demanding more flexible and variable
lease terms. However, this is not universally the
case and strategies can easily be set that target
dependable income.

Focus on quality
The four main sectors of the UK real estate market
are the Retail sector, the Logistics sector, the Office
sector and Alternatives which includes student
housing, budget hotels, data centres, pubs and
leisure premises. In short, the UK real estate
market – like the global market – is undergoing
some important shifts as shopping, working, living
and leisure patterns change. Finding the real
estate assets that are going to thrive in this shifting
market demands an active focus on quality – be
it the quality of buildings, location or tenants.
But the appeal of quality real estate assets as a
potential source of reliable income and portfolio
diversification remains as strong as ever.

Andrew Allen
Global Head of
Investment Research
Aberdeen Standard Investments

ABERDEEN STANDARD
INVESTMENTS MANAGES
ASSETS FOR THREE PROPERTY
INVESTMENT COMPANIES:
• Aberdeen Standard European Logistics
Income PLC – aims to provide a regular
and attractive level of income return
together with the potential for long-term
income and capital growth by investing
in European logistics real estate.
• Standard Life Investments Property
Income Trust Limited – aims to provide
an attractive and growing level of
income along with the prospect of capital
growth by investing in a diversified UK
commercial property portfolio.
• UK Commercial Property REIT – aims
to provide an attractive and growing level
of income together with the potential for
capital growth by investing in a diversified
portfolio of UK commercial property.

• The Company may borrow to finance further
investment (gearing). The use of gearing is
likely to lead to volatility in the Net Asset
Value (NAV) meaning that any movement in
the value of the company’s assets will result
in a magnified movement in the NAV.
• The Company may accumulate investment
positions which represent more than normal
trading volumes which may make it difficult to
realise investments and may lead to volatility
in the market price of the Company’s shares.

Andrew is Global Head of
Investment Research at Aberdeen
Standard Investments, and is also
a member of the Real Estate
Investment Management
Committee. Andrew manages a
team of analysts located in the US,
Singapore, Norway, Germany and
the UK. He is primarily responsible
for the creation and dissemination
of real estate investment research.
Andrew joined Aberdeen Asset
Management in 2011 from Oriel
Securities (now Stifel) where he
was a partner and analyst in the
real estate securities team.

• Movements in exchange rates will impact on
both the level of income received and the
capital value of your investment.
• There is no guarantee that the market price
of the Company’s shares will fully reflect
their underlying Net Asset Value.
• As with all stock exchange investments the
value of the Company’s shares purchased
will immediately fall by the difference
between the buying and selling prices, the
bid-offer spread. If trading volumes fall,
the bid-offer spread can widen.

• Past performance is not a guide to future results.

• Yields are estimated figures and may fluctuate,
there are no guarantees that future dividends
will match or exceed historic dividends and
certain investors may be subject to further
tax on dividends.

This article is issued by
Aberdeen Asset Managers
Limited which is authorised
and regulated by the Financial
Conduct Authority in the
United Kingdom. Registered
Office: 10 Queen’s Terrace,
Aberdeen AB10 1XL. Registered
in Scotland No. 108419. An
investment trust should be
considered only as part of
a balanced portfolio. Under
no circumstances should this
information be considered as
an offer or solicitation to deal
in investments.

• Investment in the Company may not be
appropriate for investors who plan to
withdraw their money within 5 years.

For more information, please visit
www.invtrusts.co.uk

This is a financial promotion
from Aberdeen Asset
Managers Limited.

Important information
Aberdeen Standard Investments is a brand of
the investment businesses of Aberdeen Asset
Management and Standard Life Investments.
Risk factors you should consider prior to investing:
• The value of investments and the income from
them can fall and investors may get back less
than the amount invested.

• The Company invests in emerging markets
which tend to be more volatile than mature
markets and the value of your investment
could move sharply up or down.
• Specialist funds which invest in small markets
or sectors of industry are likely to be more
volatile than more diversified trusts.
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