
OLLI Investment Forum

April 20, 2022

Bob Baker
rbaker_va@msn.com



Today’s presentation is intended for educational purpose only 
regarding Real Estate Investment Trusts (REITs)

REITs discussed here are for illustration purpose only, and are not 
recommendations.

No investment advice is given at the OLLI Investment Forum. 

Always perform your own Due Diligence on any information you 
hear or see.
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Examine Real Estate Investment Trusts (REITs) as an asset class 
for investing and diversifying.

Look at the scale of the domestic and global marketplace for 
REITs.

Present a set of fundamentals specifically tailored to REITs to 
use as screening criteria and DD. 

Show several tools to screen for quality and fairly valued REITs 
offering attractive yields with growth.

Identify some past and present REIT (holdings) discussed in 
the Forum Buy & Sell segment.

Focus on one particular “Thinking About” REIT whose 22Q1 
earnings were reported yesterday.

Symbol denotes active link



4

https://youtu.be/X0xDgGMnlAs
https://youtu.be/X0xDgGMnlAs


1960: President Eisenhower signed legislation to create a new 
approach to income-producing real estate (RE) investment, making 
it easy for investors to add RE to their portfolios.

REIT are companies that owns, operate or finance income-
producing RE, and must earn at least 75% of income from rental 
properties and/or RE investments.

REITs have historically provided investors regular income 
streams, diversification, and long-term capital appreciation.

REITs have a current U.S. market capitalization over $1.5 trillion.

REITs pay higher dividend yields because they are required to 
distribute at least 90% of their taxable income to shareholders.* 

* Similar to BDCs, REITs are referred to as pass-through equities whereby the company pays no corporate 
taxes as long as it distributes annually at least 90% of their taxable income to investors.
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National Association of Real Estate Investment Trusts (Nareit)

Hoya Capital Real Estate (website and Seeking Alpha)

Million Acres (Motley Fool)

Wide Moat Research

Seeking Alpha (Brad Thomas et al.)

Simply Safe Dividends (subscription)

FinViz Screener

“The Intelligent REIT Investor Guide: How to Sleep Well at Night with
Safe and Reliable Income,” Brad Thomas, John Wiley & Sons 2021

“Educated REIT Investing: The Ultimate Guide 
to Understanding and Investing in Real Estate 
Investment Trusts,” Stephanie Krewson-Kelly and
Glenn R. Mueller, PhD., John Wiley & Sons 2021
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https://www.reit.com/
https://www.hoyacapital.com/
https://www.fool.com/millionacres/real-estate-investing/reits/
https://www.widemoatresearch.com/
https://seekingalpha.com/
https://finviz.com/screener.ashx
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National Association for Real Estate Investment Trusts (Nareit)
Worldwide representative voice for REITs and publicly traded real estate 
companies with an interest in U.S. real estate and capital markets.

Members are REITs and other businesses around the world that own, operate, 
and finance income-producing real estate

Nareit directory provides a comprehensive list of REITs and 
publicly traded real estate member companies.

https://www.reit.com/investing/reit-directory
https://www.reit.com/investing/reit-directory
https://www.reit.com/investing/reit-directory
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Free digital magazine subscription: https://www.reit.com/news/reit-magazine/subscribe

https://www.reit-magazine.com/reit/library/item/march_april_2022/-99999/
https://www.reit-magazine.com/reit/library/item/march_april_2022/-99999/
https://www.reit-magazine.com/reit/library/item/march_april_2022/-99999/
https://www.reit.com/news/reit-magazine/subscribe
https://www.reit-magazine.com/reit/library/item/march_april_2022/-99999/
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EPRA: European Public Real Estate Association – the voice of the publicly traded 
European real estate sector headquartered in Belgium. 

https://www.reit.com/sites/default/files/2022-02/2022-Global-REIT-Brochure.pdf
https://www.reit.com/sites/default/files/2022-02/2022-Global-REIT-Brochure.pdf
https://www.reit.com/sites/default/files/2022-02/2022-Global-REIT-Brochure.pdf
https://www.reit.com/sites/default/files/2022-02/2022-Global-REIT-Brochure.pdf
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Realty Income and Prologis are two of 
five REITs covered today.

Prologis is a “Thinking About” on today’s 
Buy & Sell List, and will have a closer 
look into this $116B Industrial REIT.
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*Net Lease: typically long-term leases (10-25 years) to high-quality tenants, usually in the retail, entertainment and restaurant 
spaces. Operating under triple-net (NNN) lease, tenants pay all expenses related to property management: property taxes, 
insurance, and maintenance.

As of March 31 there are 213 REITs in the U.S. registered with the SEC that trade on major stock 
exchanges, representing over $1.63T in equity market capitalization.
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https://en.wikipedia.org/wiki/List_of_public_REITs_in_the_United_States
https://en.wikipedia.org/wiki/List_of_public_REITs_in_the_United_States
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Past and present and future (Thinking About) REITs

Current data (via Schwab) COB 4/14/22

Small-cap (3) and above (20)

23 REITs with avg daily volume > 250K 

15 with yields between 4% and 10%

8 with yields between 2% and 4%

S&P 500 ETF (SPY) as benchmark (current yield: 1.39%)
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https://www.multpl.com/s-p-500-dividend-yield


Medical Properties Trust  (MPW): 5.94% yield

National Retail Properties*  (NNN): 4.53% yield

Realty Income Corp*  (O): 4.05% yield  (S&P 500)

STORE Capital*  (STOR): 4.02% yield

Prologis  (PLD): 1.94% yield (reported earnings 4/19/22)
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*Triple Net Lease REITs



Triple Net Lease (NNN) REITs tend to have lower rent charges since tenants 
assume ongoing expenses for property rentals: base rent, property taxes, 
insurance, and maintenance. 

The NNN REIT simply collects rents locked-in under 10 to 20+ year leases with 
annual CPI-based rent escalators to offset inflation.
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https://medicalpropertiestrust.com/
https://medicalpropertiestrust.com/
https://medicalpropertiestrust.com/
https://medicalpropertiestrust.com/
https://medicalpropertiestrust.com/
https://medicalpropertiestrust.com/
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https://medicalpropertiestrust.com/
https://medicalpropertiestrust.com/
https://medicalpropertiestrust.com/
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https://www.nnnreit.com/
https://www.nnnreit.com/
https://www.nnnreit.com/
https://www.nnnreit.com/
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https://www.nnnreit.com/
https://www.nnnreit.com/
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https://www.nnnreit.com/
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https://www.realtyincome.com/Home/default.aspx
https://www.realtyincome.com/Home/default.aspx
https://www.realtyincome.com/Home/default.aspx
https://www.realtyincome.com/Home/default.aspx
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https://www.realtyincome.com/Home/default.aspx
https://www.realtyincome.com/Home/default.aspx
https://www.realtyincome.com/Home/default.aspx
https://www.realtyincome.com/Home/default.aspx
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STORE Capital Corporation is an internally 
managed net-lease real REIT, that is the 
leader in the acquisition, investment and 
management of Single Tenant Operational 
Real Estate, its target market.

STORE Capital is one of the largest and 
fastest growing net-lease REITs and owns a 
large, well-diversified portfolio that consists 
of investments in more than 2,800 property 
locations, or $10.7 billion in gross 
investment dollars, as of 12/31/21.
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https://www.storecapital.com/
https://www.storecapital.com/
https://www.storecapital.com/
https://www.storecapital.com/
https://www.storecapital.com/
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https://www.storecapital.com/
https://www.storecapital.com/
https://www.storecapital.com/
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Prologis is the global leader in logistics real estate with a 
focus on high-barrier, high-growth markets. 

As of March 31, 2022, the company owned or had 
investments in, on a wholly owned basis or through co-
investment ventures, properties and development 
projects expected to total approximately 1.0 billion 
square feet (93 million square meters) in 19 countries. 

Prologis leases modern logistics facilities to a diverse 
base of approximately 5,800 customers principally across 
two major categories: business-to-business and 
retail/online fulfillment.

https://www.prologis.com/
https://www.prologis.com/
https://www.prologis.com/
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https://www.prologis.com/what-we-do/energy-solutions/solar-solutions
https://www.prologis.com/what-we-do/energy-solutions/solar-solutions
https://www.prologis.com/what-we-do/energy-solutions/solar-solutions
https://www.prologis.com/what-we-do/energy-solutions/solar-solutions
https://www.prologis.com/what-we-do/energy-solutions/solar-solutions
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REITs historically perform well during periods of moderate to 
high inflation in terms of market returns and operating margins.

REITs offer reasonable inflation protection: rents and long-term 
leases are tied to the CPI with escalation clauses. 

A REIT’s portfolio of laddered leases may be negotiated yearly, 
so even REITs with longer-term leases may be repriced in 
accordance with the CPI. 

Finally, as owners of real assets, REITs typically enjoy an 
appreciation in portfolio value along with increasing price levels. 
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REIT investment Due Diligence should examine dividend yield, dividend safety, 
dividend growth history, payout ratios, and potential for long-term capital 
appreciation.

For assessing REIT valuation and dividend safety, traditional Earnings Payout 
Ratio does not apply. We use Adjusted FFO Payout Ratio.*

The REIT industry uses net income as defined under Generally Accepted 
Accounting Principles (GAAP) as the primary operating performance measure. 
The industry also uses funds from operations (FFO) as a supplemental measure 
of a REIT's operating performance. Nareit defines FFO as net (GAAP) income 
excluding gains or losses from sales of most property and depreciation of real 
estate – hence the Adjusted Funds from Operations (AFFO) Payout Ratio. 

Due to a REITs obligatory high payout ratio, which leaves little retained cash 
flow, the REIT business model is predicated on periodically raising capital from 
the debt and equity markets to grow its portfolio of cash-producing properties, 
thus allowing dividend growth and share price appreciation over time.

*The unique nature of real estate assets, particularly that well-maintained properties tend to appreciate in value rather than depreciate 
over time, means that GAAP earnings don’t actually represent a REIT’s ability to cover and  grow its dividend over time. The adopted 
profitability metric AFFO is a more precise measure of a REIT’s earnings.
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https://www.simplysafedividends.com/intelligent-income/posts/21-the-most-important-metrics-for-reit-investing


Dividend Yield Current dividend yield relative to the 5 year average helps determine how 
reasonably valued the REIT is (i.e, overvalued, fairly valued, undervalued).

Dividend Safety Determines degree of risk for maintaining and growing dividends to shareholders.

Dividend Streak Number of years of dividend growth or uninterrupted dividend payments.

Adjusted FFO Payout Ratio Percentage of (TTM) AFFO paid out as dividends. For REITs, goal is a payout ratio 
below 90%.

Forward P/AFFO Payout Ratio Projected 12 month AFFO, with goal below 90%.

Adjusted FFO Per Share AFFO adjusts net income for non-cash charges, maintenance costs, etc. Look for 
upward growth trend.

Adjusted FFO Per Share Growth Rising AFFO/share growth needed to drive stock price higher and support 
dividend growth (as a percentage).

Sales Growth REIT revenue is driven by property expansion, rental income, occupancy. Look for 
moderate growth (5-10%).

Shares Outstanding (Millions) REITs depend on issuing equity to fund property acquisitions since they retain 
little organic cash flow after paying dividends. 

Total Sales (Millions) Look for growth in sales over the long term. Increasing revenue base is key to 
driving sustainable long-term earnings growth.

Net Debt to Capital Proportion of a company's financing that is from debt (net of cash) rather than 
equity. Look for below 0.5% ratio.
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REITs are appealing additions for creating cash flow.

REITs are appealing additions for diversifying a portfolio

Quality net lease REITs offer safe dividend growth income for 
investors seeking high current income with inflation protection.

Make use of available screening tools and resources to identify 
investable REITs at or below fair value. 

Start with partial positions, add incrementally to full position 
based on valuations and yield. 

Most REIT investors focus on dividend income with some 
growth, some focus on growth with some income. 

REITs are appealing additions for creating cash flow.

Good luck and good investing to all.
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