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Investors are seeking a thoughtful
cost-effective approach to real
estate

May 10, 2023

Here are the details from our advisor survey.

For long-term investors, real estate can serve as a portfolio diversifier while offering
long-term growth and income. But investing in this asset class comes with some
challenges. Products tracking broad equity benchmarks offer limited exposure to real
estate. At the same time, many passive real estate investment trust (REIT) products use
a traditional market-cap-weighted methodology and are not designed to meet investor
goals. How can advisors help their clients incorporate real estate into their portfolios?

We conducted an online survey of advisors?! that provided important insights into the
main considerations and challenges they face in seeking exposure to this asset class.
Here’s what we found.

The “why” to invest in real estate is clear

Our survey clearly indicates that advisors recognize the importance of real estate
as a driver of diversification, both in terms of return and risk. Real estate is also
acknowledged for its ability to generate income and for its role in hedging against
inflation.




COLUMBIA
THREADNEEDLE

INVESTMENTS

) Reasons advisors allocate to real estate

Enhance portfolio diversification 70%

Diversify income 47%

Generate income 46%

Hedge against inflation 42%

Generate positive returns 33%

Reduce volatility 29%

Source: Columbia Threadneedle Investments

The “how” to invest in real estate is a more challenging question

There are many ways to invest in real estate, including direct investment, REITs, mutual
funds and exchange traded funds (ETFs), each with their own benefits and drawbacks.
For example, if an investor has a shorter time horizon, a direct investment in real estate
— which is less liquid — might not be the most appropriate way to gain access to the
asset class. When we asked about considerations for investing in real estate, our survey
found that illiquidity and high fees were the biggest concerns.

» Challenges advisors face when allocating to real estate

llliquidity

0,
(private real estate) 41%

High fees 21%

Where to carve out allocation
from/role in portfolio

19%

Lack of choice of underlying

0,
real estate assets (REITs) 16%

Other

3%

Source: Columbia Threadneedle Investments
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ETFs look to be a vehicle of choice

Vehicles like REIT ETFs and mutual funds are favored because they offer broad exposure
to the real estate market at lower costs. ETFs, in particular, generally offer lower

fees relative to other vehicles. ETFs also offer meaningful diversification by providing
access to different types of real estate, including commercial, residential and office,
across different geographies. Other benefits for investing in real estate ETFs over other
vehicles, include tax efficiency (ETFs typically have lower capital gains distributions than
mutual funds) and liquidity. These benefits help explain why over half of existing REIT
ETF investors are expected to increase their allocations within the next one to two years.

» How allocations may change in the next 12-24 months

Decrease slightly/significantly - 10%

Source: Columbia Threadneedle Investments

It’s important to remember that even within the ETF space, advisors have to navigate a
variety of approaches to investing in real estate. But the enhanced diversification and
return potential make the effort worthwhile.

1 Online surveys via Connecting Advisors fielded February 27, 2023 — March 3, 2023.
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| Not FDIC or NCUA Insured | No Financial Institution Guarantee | May Lose Value

Securities products offered through Columbia Management Investment Distributors, Inc., member FINRA. Advisory services provided by Columbia
Management Investment Advisers, LLC.

Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of companies.

The views expressed are as of the date given, may change as market or other conditions change and may differ from views expressed by other
Columbia Management Investment Advisers, LLC (CMIA) associates or affiliates. Actual investments or investment decisions made by CMIA and
its affiliates, whether for its own account or on behalf of clients, may not necessarily reflect the views expressed. This information is not intended
to provide investment advice and does not take into consideration individual investor circumstances. Investment decisions should always be
made based on an investor’s specific financial needs, objectives, goals, time horizon and risk tolerance. Asset classes described may not be
appropriate for all investors. Past performance does not guarantee future results, and no forecast should be considered a guarantee either. Since
economic and market conditions change frequently, there can be no assurance that the trends described here will continue or that any forecasts
are accurate.
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