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Making More Money in Real Estate, 
Much Cheaper and Safer 

“A REIT generates a 

regular dividend income 

stream for investors 

derived from investment 

properties” 

 

W H Y  R E I T S ?  

1. Low or No costs for 

buying 

2. Cheaper and More 

affordable prices 

3. More diversified 

portfolio 

4. Better Liquidity 

5. Higher net return paid 

consistently 

Real Estate has become the go-to method of investing for 
anyone looking for creating a low risk, fixed income 
stream. We love real estate as an investment for its 
predictable costs and income as well as the simplicity in 
which we can enter or exit the investment. 

What are REITs? 

A REIT is a real estate investment trust, they are a 
category of “Property Funds” that invests primarily in 
income-generating real estate and distributes to its 
shareholders at least 80% of its audited annual net 
income. 

The objective of a REIT is to generate a regular dividend 
income stream for investors typically derived from 
income from investment properties, usually in the form 
of rent, with the additional opportunity for capital 
appreciation of the underlying assets and increases in 
the value of the equity. 

By Imran Almaleh 

REITs are typically managed by an external executive management team, which identifies the 
properties to acquire, sell or hold and manages the assets of the REIT. This management team 
then manages the properties, often with third party property managers, with the aim of 
maximizing the potential returns in line with the REIT’s strategy. Some REITs may also develop 
and redevelop properties from time to time. 
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In recent years, REITs have grown in the Middle East with the UAE, Saudi 
Arabia, Bahrain and Oman having introduced legal and regulatory 
frameworks. 

In the UAE, there are currently two listed REITs — Emirates REIT and 
ENBD REIT, listed on Nasdaq Dubai. The number of listed REITs in the 
UAE is undoubtedly set to grow. For example, the Dubai Financial Market 
(DFM) has very recently published rules on listing and trading REITs as a 
precursor to launching its REITs platform in the very near future. 

REITs in Dubai 

“REIT performance 

has been 

mirroring the Real 

Estate Market 

Decline since 
2014.” 

  

The Case for REIT 
Investing in Dubai 

 

 

Since the last real estate peak in 2014, property prices have been in decline ever since. Similarly, 
REIT performance has also been mirroring the same effect given the underlying asset’s similarities. 
This table summarizes the movement between 2014 and 2019 for REITs and the Dubai Residential 
Property Index: 

 

ENBD REIT Emirates REIT 
Residential Real 

Estate Index 

Q4-2014 - 1.3 297 

Q1-2017 1.17 1.08 258 

Q4-2019 0.50 0.58 217 

Change% (2014-2019) - -55% -27% 

Change% (2017-2019) -57% -46% -16% 
Data based on REIDIN and Share Historical Prices 

 

As we can notice, the REIT movement is much sharper which can be attributed to its higher 
sensitivity to market movement due to its smaller entry prices, absence of large purchase costs, 
and relatively higher liquidity.  

Given that the underlying assets are similar, we may be able to infer that REITs pricing is relatively 
much cheaper than the actual real estate market i.e. exposure to REITs will have a lower risk of 
price decline compared to the actual real estate market.  

Real Estate vs. REITs Performance 
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Community (apartments) 
Average Gross 

Investment Yield 

Mirdif 5.63% 
Palm Jumeirah 5.77% 
Downtown Burj Khalifa 6.03% 
Business Bay 6.06% 
Barsha Heights (Tecom) 6.34% 
Jumeirah Village Triangle 6.36% 
Jumeirah Beach Residence 7.14% 
Dubai Marina 7.22% 
Motor City 7.22% 
Dubai Investments Park 7.59% 
Jumeirah Village Circle 7.72% 
Dubai Sports City 7.74% 
Jumeirah Lakes Towers 7.76% 
Discovery Gardens 8.16% 
IMPZ 8.33% 
Dubai Silicon Oasis 8.99% 
International City 10.19%   

Average Gross Yield 7.31% 
 

 
 
 

 

  

With declining sales prices and rents in Dubai in the past few 
years, rental yields (the rental income calculated as the 
percentage of the property's value) have relatively maintained 
their high levels compared to other major cities in the world. 

According to Global Property Guide, the average gross rental 
yield in Dubai is 7.1%, whereas the rental yields have decreased 
in London with 3%, Hong Kong with 2.82%, India with 2.22%, and 
Singapore with 2.83%. 

In the table on the right, a look at the major communities in 
Dubai ranked by gross rental yield. 

Additionally, we can take into account service charges costs of 
approximately 1.5–2.5% of the property value per year, arriving 
at an Average Net Rental Yield of Approximately 5.3%. 

Comparing these figures to the net dividend returns that are 
offered by REITs in Dubai, we can quickly see the measurable 
difference: 

Real Estate vs. REITs Returns 

“We can see 

measurable positive 

differences in favor of 

REIT investing returns” 

 

Data Compiled from Cavendish Maxwell's 
Property Monitor Data as of Dec 2019 

 
ENBD 
REIT 

Emirates 
REIT 

Real 
Property 

NAV – USD Millions 1.02 1.6728 - 
Current Price in USD$ 0.5 0.595 135,000 

Annual Dividend/Net Rental Income 0.04 0.08 7,169 

Net Return % 7.8% 13.4% 5.3% 

Net return comparison of REITs and Real Estate Property in Dubai 

 

 

The REIT Advantage 

Investing in REITs has the following advantages when 
compared to investing in direct Real Estate: 

 Low or No costs for buying 

 Cheaper and More affordable prices 

 More diversified portfolio 

 Better Liquidity 

 Higher net return paid consistently 
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Deep Dive into REITs Analysis 

The following analysis will help us better 
understand the different metrics and prospects of 
the REITs in Dubai which in turn can help us make a 
more informed decision when investing. 

The key metrics used for evaluation the REITs are: 

Loan-to-Value Ratio (LTV): LTV measures the total 
debt as a percentage of the Net Asset Value. 

Funds From Operations (FFO): Funds from 
operations (FFO) is a standardized industry 
term. It’s defined as net income + depreciation 
and amortization - gains from property sales. 

Occupancy Rate: Is the ratio of rented or used 
units to the total amount of available units. 

Dividend Yield: The dividend yield is the ratio of 
the REIT’s annual dividend compared to its 
share price. It is the best representation for net 
return in REITs. 

 ENBD REIT 2017 2018 2019 
Occupancy 86% 90% 86% 

Loan To Value 29% 37% 40% 

Net Asset Value (NAV) - USD Mil 297 300 270 

Share Price - USD 1.08 0.99 0.57 

Net Income - USD Mil (103) 13,001  (9,349) 

FFO - USD Mil - 12,442  12,365  

Dividend Yield% - 8.63% 7.41% 
 

Emirates REIT 2016 2017 2018 2019 
Occupancy 81% 85% 75% 74% 

Loan To Value 38% 42% 46% 46% 

Net Asset Value (NAV) 493 522 520 500.9 

Share Price - USD 1.15 1.045 0.75 0.595 

Net Income - USD Mil 47,822  52,198  22,325  - 

FFO - USD Mil 11,347  14,160  11,287  - 

Dividend Yield% 7.0% 7.7% 10.7% 13.4% 

Data compiled from ENBD REIT and Emirates REIT’s financial 

statements and Disclosures 

 

We have examined the similarities and differences   
in the investment of Direct Real Estate and REITs  
and it seems that given the superior attributes of 
REITs in the current market, investors should start 
taking notice of this asset class and may look into 
considering it in their portfolios. 
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Disclaimer: The Content is for informational purposes only, you should not construe any such information or other material as legal, tax, investment, financial, or 
other advice. Nothing contained on our Report constitutes a solicitation, recommendation, endorsement, or offer by us or any third party service provider to buy or 
sell any securities or other financial instruments in this or in in any other jurisdiction in which such solicitation or offer would be unlawful under the securities laws 
of such jurisdiction. 

Imran Almaleh is a partner at IAB Consulting in charge of Investment and Strategy consulting. 
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