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Join the conversation
Follow us on 

This eBook is to educate you on the 
concept of digital real estate investing and 
real estate investing in general. Nothing in 
this eBook is intended to serve as legal or 
financial advice. The intention of this 
document is to educate you and equip you 
with the right tools to evaluate your real 
estate investment options.  

The value of your investments can go up 
or down and historic performance is not 
indicative of future results. Achievement 
of rental and capital returns will depend on 
a range of factors including the property 
asset, as well as the wider economy.  

Real estate investments can perform in a 
cyclical way, and values may increase or 
decrease accordingly. Economic, political, 
and legal issues can have an impact on 
values as they would on other asset 
classes. Any future downturn in the real 
estate market could materially adversely 
affect the value and income generated 
from a property investment. Investors are 
to individually assess and establish their 
level of comfort with this risk from the 

outset. Your capital may be at risk and you 
may not receive the anticipated returns.

The estimates provided in this eBook are 
based on past performance and current 
market conditions, which cannot be 
regarded as an accurate indicators of 
future results. You should do your own due 
diligence or consult with an independent 
third-party advisor prior to making an 
investment decision. 



Welcome note from the Founder & CEO  

Thank you for downloading this eBook. Whether you’re a novice investor
or a seasoned pro, I’m confident that this eBook has something for you. 

The aim of this book is to illustrate the various common residential real estate investing 
options you have at your disposal as a retail investor. The purpose in this book is not to 
define a clear winner for you – after all, investing is highly personal, and methods of 
choice will vary depending on your specific goals.  

We have seen a lot of innovation in the personal finance and “FinTech” space. Apps like 
Robinhood and eToro have popularized trading equities for the retail investor and have 
made investing more accessible to the general mass. Our goal at SmartCrowd is to do 
something similar with the real estate sector. I say similar because not only do we want 
to give people access to real estate investments like never before, but we also want to 
supplement our members’ investment decisions with cold, hard data that can easily be 
interpreted. Showing you the lake is one thing; teaching you how to fish is another. 

A lot of care went into researching, writing, and producing this book for you. Therefore, I 
hope that you take the time to go over the contents carefully. Print it out (or go green!), 
highlight, mark, and comment on sections that grab your attention. Pose questions in the 
margins where things don’t make sense or – if you disagree. And if you don’t understand 
a section or do disagree, reach out to us. After all, we can only improve our understanding 
of the world when we share our knowledge with one other.  

Good luck on your real estate investing journey.  

Best wishes, 

Siddiq Farid 
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What is SmartCrowd?

SmartCrowd is Middle East & Africa’s first and only regulated real estate
investing platform.

*SmartCrowd is regulated by the Dubai Financial Services Authority (DFSA) 

SmartCrowd is Middle East & Africa’s first 
and only regulated real estate investing 
platform. By allowing investors to buy 
shares of income-generating properties for 
as low as AED 5,000 (approximately USD 
1,400), SmartCrowd has made real estate 
investing digital, affordable, and 
hassle-free for local and international 
investors. Through its innovative platform, 
everyday individuals and families can now 
access pre-vetted real estate assets, grow 
their wealth, and simultaneously reduce 
their risk through a transparent and 
data-driven approach to real estate 
investing. 

Historically, investing in real estate to 
generate passive income (i.e., not your 
primary residence) has been restricted to 

the upper echelons of society. 
SmartCrowd is on a mission to 
democratize the world’s largest investible 
asset class so that millions more can invest 
and diversify their personal investments 
portfolios.  

In addition to this, we have taken up the 
mission to pass on our learnings and 
improve financial literacy, so individuals 
can better plan for the future. 
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Real estate cannot be lost or stolen, nor can it be carried away. 
Purchased with common sense, paid for in full, and managed with 

reasonable care, it is about the safest investment in the world.
- Franklin D. Roosevelt, U.S. president 
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Why real estate? 
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Real estate is the largest investable asset class in the world worth $217 trillion. 

It is bigger than bonds markets ($200 trillion) and almost three times the size of equities 
markets ($73 trillion). To put that in perspective, the global GDP of all countries combined is 
approximately $76 trillion.   

Why is real estate so massive? Well, let’s think about it. On planet Earth there are almost 
eight billion people. That’s eight billion individuals who need a roof over their heads and a 
few billion who need a place to work. 

The three main benefits to real estate are the following: 

Provides a steady cash flow through rental income (e.g., monthly or quarterly) 

Tends to increase in value over time (a phenomenon known as “capital appreciation”) 

Real estate provides good portfolio diversification and mitigates against the volatility of 
the stock and bond markets. Simply put, direct real estate helps investors earn higher 
returns and reduce risk (as illustrated below). 

Direct Real Estate Helps Optimize Your Personal Investments Portfolio 

Stocks/Bonds/Cash

Return :                          8.11%
Standard Deviation :      10.92%

Return :                          8.33%
Standard Deviation :      9.52%

With 20% Direct Real Estate

Return :                          8.22%
Standard Deviation :      10.22%

With 10% Direct Real Estate

Stocks Bonds Cash Direct RE
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You can think of standard deviation on the “volatility” in risk.
A lower standard deviation means a lower risk profile



DID YOU
KNOW?

A study conducted by the economist titled “The Rate of Return on Everything, 
1870-2015”, looked at 16 advanced economies over the past 145 years. Specifically, 
they compared returns on equities, residential real estate, short-term treasury bills, and 
longer-term treasury bonds. 

What did they find? To most people’s surprise, they found that residential real estate 
outperformed all other asset classes over the last 145 years.  

Residential real estate returned an average of 7.05% a year, while equities (stocks) 
weren’t far behind with 6.89%. But how did real estate outperform everything? 

Unlike other assets, real estate returns are tied to two factors: rental income and capital 
appreciation. When you invest in real estate, not only do you earn a regular stream of 
income, but you also give yourself the ability to sell your investments for higher prices in 
the future.  

That is the power of real estate: it provides steady cash flows, even in tough economic 
times while preserving capital. If you ask the absurdly rich, they’ll tell you it’s harder to 
retain wealth than it is to accumulate it. However, real estate seems to be one of the 
answers to wealth preservation and accumulation. For example, in July 2020 amid the 
coronavirus pandemic, Amancio Ortega, Zara’s founder decided to allocate most of his 
wealth in real estate by investing a whopping $17.2b.

Ninety percent of all millionaires become so through owning real estate. 
More money has been made in real estate than in all industrial 

investments combined. The wise young man or wage earner of today 
invests his money in real estate.

- Andrew Carnegie, billionaire industrialist
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What is it about real estate that makes it so attractive? What do the wealthy know 
about this asset class that most of us fail to recognize? 

The answer is understanding risk and reward.  

One of the key factors to consider before making an investment decision is to 
evaluate returns per level of risk. In the finance industry this is known as the Sharpe 
Ratio. To keep things simple, think of it as returns divided by risk.  

A higher ratio indicates a better investment, which means a greater return relative to 
the risk of a particular investment.  

Compared to other investments, in the study conducted, real estate had the highest 
Sharpe Ratio of 0.7. Equities on the other hand returned a ratio of 0.27. 

In simple terms, over the long-term real estate provided higher returns and less than 
half the risk of the equity markets to investors. We don’t know about you, but we 
consider that a win-win. 

Author’s note: 

There will be periods when real estate prices decline. However, remember that you will still 
earn rental income during those periods. 

Think of it this way, let’s assume that in an ideal scenario your property fetches you 
$30,000/year in rental income. However, the following year the market slows down, and 
rental prices decline by 10%. Although, you’re not thrilled about it, you still earn $27,000. 
That’s still cash in your pocket!  
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Traditional real estate 
investment options 
• Direct Purchase (a tale of two methods)
• Real estate Investment Trusts (REITs) 
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Traditional real estate investing options 

7

Direct purchase: a tale of two methods 

The most common form of real estate 
investing is via direct purchase (e.g., you 
may purchase a property outright using 
cash). Although there are definite benefits 
to this approach, it’s not without its fair 
share of risk.  

Investing in real estate via this method 
requires an individual to spend a lot of 
capital upfront (a property isn’t cheap!). 
After all, there’s a reason why only 12% of 
the global population owns real estate – 
it’s expensive! 

When purchasing a real estate asset 
outright, there are two methods typically. 
The first has been mentioned above – 
which is to purchase the property for cash 
outright. It’s simple: you see an apartment 
you want to buy for $200,000 and decide 
to pay for it all in cash. Sounds great, right? 
The only problem is that most of us don’t 
have that kind of money lying around! Plus, 
even though this might seem like a 
sensible choice, it’s not the best choice 
even if you can afford it – and we’ll explore 
why shortly. 

The second option is to make a 
down-payment on the property and 
mortgage or finance the remaining value of 
the asset. This approach is far more 
common and makes real estate investing a 
lot more affordable. For instance, let’s say 
you want to purchase the same property 
above, but you can only afford to make a 
down payment of $40,000. The remaining 
$160,000 is what you will get financed 

from a bank by agreeing to a mortgage 
term, which is either using a fixed or 
variable interest rate.  

The advantage here is that you can 
purchase an asset you normally wouldn’t 
be able to. The risk however is that you 
now need to pay back the bank $160,000 
over a term period (let’s say 20 years) plus 
interest for that loan. How would you pay 
back the bank? Well if you bought the 
property as an investment, you would 
need to find a tenant and rent it out. 
Ideally, you would want to offset your 
mortgage payment with the rental income 
you expect to receive. However, if most of 
the rental income goes towards paying 
your mortgage (which it likely will), you 
aren’t making as much passive income or 
cash today. 

Financing also exposes you to interest rate 
risk. That means if the interest rates rise, 
your monthly obligation increases too (if 
you have a mortgage with a variable 
interest rate). And if the worst happens 
and you find your property vacant, it can 
become difficult to cover your monthly 
obligations, putting your entire investment 
in jeopardy. The last thing you want is to 
worry about making your next payment on 
an investment that was supposed to make 
your life easier, not harder!

We have already established that investing 
in real estate normally requires substantial 
capital upfront. But even if you do have 
that capital, it’s not always the best choice.
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The table below summarizes the pros and cons of purchasing direct real estate via the 
methods discussed above. 

Why? Because it reduces the opportunity 
for you to invest in other investments or 
assets that may be beneficial to your 
financial goals. Real estate investing can be 
very lucrative, but as smart investors we 
should consider various asset classes that 
can play a role in helping us achieve those 
goals – not just one asset class, even if it is 
real estate. We might love real estate 
investing at SmartCrowd, but we also 
realize there are other great options to 
consider. To learn more about these 
options, download our eBook, How to Save 

and Invest in 2020: 6 Common Investing 
Options to Supplement Your Real Estate 
Portfolio.  
Back to the example above. If you do decide to 
purchase an asset outright using a large 
amount of cash, there’s opportunity cost 
associated with that money. Instead of using 
all $200,000 to purchase an investment 
apartment, many smart investors would 
advise to split that capital across various asset 
classes so that you have the best chance to 
maximize gains and minimize risk, as 
discussed previously. 

Direct Purchase
(cash) 

Type of investment 

• 100% ownership on the asset 
• No interest rate risk 
• Income earned from tenant
   goes into your pocket 

Pros 

• Need a lot of cash! 
• Lost opportunity cost (cannot
   invest money in other
   endeavours or investments) 
• Lack of investment
   diversification since you used
   up a lot of cash in one asset! 
• Liquidity risk (might not be easy
   to find a buyer as soon as you
   want to sell) 
• Managing property yourself or
   hiring a property manager (and
   paying them for it!)

Direct Purchase
(mortgage) 

• 100% ownership on the asset 
• Can finance (mortgage) most
   of the value of the asset 

• Interest rate risk (if interest
   rates rise, monthly obligation
   can increase) 
• Most income earned from
   tenant will likely go towards
   paying off mortgage 
• Lost opportunity cost (cannot
   invest money in other
   endeavours or investments) 
• Liquidity risk (might not be
   easy to find a buyer as soon
   as you want to sell) 
• Managing property yourself
   or hiring a property manager
   (and paying them for it!) 

Cons
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Real Estate Investment Trusts (REITs)

Real estate investment trust (REIT) is a 
trust which collects funds through an 
Initial Public Offering (IPO) and uses that 
money to invest and/or develop real estate 
projects. If a REIT is not publicly traded, 
then the funds are raised through private 
placements. REITs are managed funds 
where investors trust the fund 
management team to manage investors’ 
money and make investment decisions on 
their behalf. For this level of service, fund 
managers charge hefty management fees 
in addition to other fees related to 
managing and administrating the funds.  

So how do REITs work? 

REITs invest in real estate projects and 
provide steady dividends to their 
investors. REITs float their shares in the 
financial markets much like stocks unless 
again, they’re private placements. The 
price of a single REIT share is typically 
compared to its NAV (Net Asset Value), 
which is the market value of all its assets 
less any liabilities.  

Net Asset Value (NAV) = Market Value of 
All Assets - Liabilities 

In theory, a REIT share price should be 
trading close to its NAV. However, if a REIT 
share is trading below its NAV (i.e., at a 
discount), that should concern you and 
could indicate improper or incompetent 
management. On the other hand, if the 
share is trading above the NAV (i.e., at a 
premium), that could mean that the fund is 
managed extremely well, has positive 
market sentiment, and/or investors have 
immense faith in the management team.   

Sounds great, right? Invest in properties 
the same way you would invest in stocks.  

Yes…and no. 

Unlike owning an asset where you know 
who the owner is (you!), REITs provide less 
transparency on ownership and little to no 
control on your investment (uh oh). 

And here’s the double-edged sword – 
even though your options to liquidate (i.e., 
sell your shares) are better, your portfolio 
diversification is reduced!  

You might think, “Why would my 
diversification be affected? Aren’t I 
investing in real estate which performs 
independently from the stock and bond 
market?” 

Ah, we see you’ve been enjoying this 
eBook thus far. You see, it’s not that 
simple. It also comes down to how and 
where you purchase and sell your real 
estate assets from. 

The very thing that improves liquidity for 
REITs compared to other forms of real 
estate investing also creates its Achilles’ 
heel. REITs are traded on stock exchanges 
– and because of that, they are correlated 
with stock markets rather than the real 
estate market. Ultimately, if you want 
diversification and that’s your underlying 
rationale for investing in REITs (i.e., to get 
real estate exposure and minimize risk), 
then it defeats the purpose. However, if 
your goal is to invest in different types of 
assets that all give you the flexibility to 
liquidate at a moment’s notice, a REIT may 
make sense for you. In the end, it’s 
extremely important to explore how these 
assets are structured and evaluate risk 
against reward before making that all 
important investment decision. 
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The Smart Way
• What is real estate crowdfunding and how does
  it work?
• Crowdfunding vs Direct Purchase vs REITs 

*SmartCrowd is regulated by the Dubai Financial Services Authority (DFSA) 
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The Smart Way 
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What is real estate crowdfunding and how does it work?

As the name suggests, crowdfunding is a 
method of raising capital through the 
collective efforts of dozens (and even 
hundreds and thousands) of people to 
fund a project, business – or in our case, 
real estate.  

Modern-day crowdfunding has existed for 
more than a decade. The concept was 
initially popularized by companies like 
Indiegogo and Kickstarter that allowed 
people to fund unique ideas and products 
via their online platforms. But the concept 
of crowdfunding isn’t reserved for just the 
random gadget you never thought you 
wanted until you set your eye on it. 

In 2011, a real estate company in the US 
decided to use the crowdfunding model to 
upgrade some of their real estate projects. 
They launched a campaign, succeeded in 
raising capital – and the rest, as they say is 
history. That company was Fundrise.  

Ask most people whether they’d like to 
own real estate one day and they’ll likely 
say yes. Why? Because real estate makes 
sense to most people. It’s tangible, not 
some obscure asset or company on paper. 
But here’s the catch. When most people 
purchase a house or apartment, it very 
often ends up becoming their primary 
place of residence.  

It’s important to distinguish that in this 
eBook we’re talking about real estate as an 
investment, not your place of residence 
(which will not generate a passive income 
for you). Sure, most people would love to 

own two homes: live in one and rent out 
the other. But as we’ve discussed before, 
owning an entire property outright has its 
own challenges – and can be expensive 
even if you can afford it.  

We know by now that traditional real 
estate investing requires a person to 
spend a lot of capital upfront (even if it’s 
just for a down-payment). So, what benefit 
does crowdfunding provide? 
Crowdfunding allows likeminded people to 
pool their capital to acquire real estate 
assets that normally would be too 
expensive, too risky, or require hands-on 
property management (and no one enjoys 
that, let’ be honest). By using 
crowdfunding to purchase a real estate 
asset, individuals collectively own a 
property and share the returns generated 
from the asset proportionate to their 
investment.  

eBook 2020: Real Estate Investing Simplified



The other benefits to real estate 
crowdfunding, specifically as it relates to 
SmartCrowd is that we raise 100% of the 
funds and purchase properties outright on 
behalf of investors. Therefore, there is no 
interest risk involved (there’s no 
borrowing). Another important distinction 
to note is that not all real estate 
crowdfunding platforms are equal. 

Although the model itself is quite simple, 
executing it operationally can be a 
challenge especially for private deals that 
are unregulated. At SmartCrowd our 
platform is regulated by the Dubai 
Financial Service Authority (DFSA), which 
gives investors peace of mind and security 
over their investments.  
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Here’s an example of crowdfunding at work: 

There’s a $100,000 apartment available for sale on the market and Adam and his 
friends decide they want to pool their resources to purchase this asset. Eight of 
Adam’s friends commit $10,000 each and Adam decides to commit $20,000 to 
fund the property. That means, his friends each own 10% of the property and 
Adam owns 20%. Assuming the rental income is $10,000/year, the gross rent on 
the property is 10% p.a. Since Adam’s friends put in $10,000 each, their gross 
return on the asset is $1,000 p.a. For Adam, his gross return would be $2,000 
p.a. – simply because he committed twice the money! It’s all proportionate and 
fair. In the future, when Adam and his friends decide they want to sell the 
property, their capital gains will be allocated the same way – proportionate to 
their shareholding in the property. 

Real Estate Crowdfunding vs Direct Purchase vs REITs

High

Low

Capital Required

Liquidity

Medium

Low 

Management Fees

HighControl

Diversification

Direct Purchase 

Medium

High

High

Medium

Low

REITs

Low

Medium

Medium

High

Medium

Crowdfunding
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We previously described that direct 
purchase (either via cash or a mortgage) 
and REITs are one of the traditional 
methods to acquire real estate assets. But 
how do those actually compare to real 
estate crowdfunding?  

The table on the previous page 
summarizes the key findings, but here’s 
some additional commentary: 

Purchasing real estate directly traditionally 
requires a lot more capital compared to 
both REITs and crowdfunding. 

REITs typically are more expensive than 
crowdfunding options relative to the 
returns and control that they offer.  

Real estate crowdfunding is an affordable 
alternative and allows the investor full 
control over her investment.  

Purchasing direct real estate via the 
traditional method gives investors the 
least liquidity options. Why? In the market, 
it’s easier to find buyers willing to purchase 
a 5% stake in a property rather than 100%. 
It’s the same reason cake slices get sold 
more frequently at cafes than entire cakes.  

And finally Crowdfunding offers you the 
most options to minimize concentration 
risk and diversify your investments 
portfolio. One of the drawbacks of owning 
an entire property outright is that it ties 
your capital to a single (or at most a few) 
properties. If your properties aren’t 
generating income or are sitting vacant for 
extended periods of time, your potential 
loss of income is higher. 
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Why concentration risk can kill your earning potential: 

You have $100,000 available to invest in real estate. What’s better? Investing in 
a single property and earning 10% or investing in multiple properties and 
earning 9%? 

Logically speaking 10% is greater than 9%, therefore, the answer should be a 
no-brainer, right?

Not quite. In every property investment, you need to factor in vacancy period 
into your calculations. Unless you live in a perfect world, you’re unlikely to have 
your property rented out every single day for the duration of your investment.  

Let’s assume you want to keep your investment for a minimum of 5 years before 
you decide to entertain any potential future buyers. Let’s also factor in a vacancy 
percentage of 4% per year for the duration of your investment.  
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On the other hand, let’s assume you invest $100,000 in five properties with $20,000 
towards each investment. What would your earnings look like if you had three 
properties generating 9% and two generating 11%? Let’s also assume that the vacancy 
period for the first three properties is 2% per year (the tenants are getting an incredible 
deal!) and the vacancy period for the properties generating 11% returns are 4% as 
above. What would your real estate portfolio look like? Let’s have a look. 

10,000 

10,000 

1

2

10,000 

10,000 

3

10,000 5

4

Rental Income potential
from propertyYear 

400 

400 

400 

400 

400 

Income lost due
to vancancy 

9,600 

9,600 

9,600 

9,600 

9,600 

$ 48,000

Net Returns 

Total 50,000 2,000 

5,400 

5,400 

1

2

5,400 

5,400 

3

5,400 5

4

Rental Income potential
from property Year 

Property A,B,C 
(Total Investment
$60,000) 

108 

108 

108 

108 

108 

Income lost due
to vacancy 

5,292 

5,292 

5,292 

5,292 

5,292 

26,460

Net Returns 

Total 5,520  540 

Here’s what your income may look like if you invest in a single property. 
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Your total earnings using a diversified approach would generate you $47,580 
compared to investing in a single property and earning $48,000 in income over a 
five-year period. Therefore, the first option must be better, right?  

Again, not quite.  

Without factoring the element of risk, you ought to ask yourself what that extra $420 
dollars over five years (or better yet, $84 per year) is worth to you from a risk vs reward 
perspective. In our eBook, How to Save and Invest in 2020: 6 Common Investing Options to 
Supplement Your Real Estate Portfolio, we covered risk vs reward dynamics and learned 
that higher returns aren’t always indicative of better investments. Without taking into 
consideration how risky a particular investment is, we cannot make sensible 
investment decisions. One such risk is concentration risk. Concentration risk can either 
be macro or micro. An example of macro concentration risk would be putting all your 
investments in equities or real estate. On the other hand, micro concentration could be 
that all your investments in a particular asset class (within real estate for example) are 
tied to one or a few assets.  

4,400 

4,400 

1

2

4,400 

4,400 

3

4,400 5

4

Rental Income potential
from property Year 

Property D, E 
(Total Investment
$40,000) 

176 

176 

176 

176 

176 

Income lost due
to vacancy 

4,224 

4,224 

4,224 

4,224 

4,224 

$ 21,120

Net Returns 

Total $ 22,000  $ 880

$ 47,580Total Earnings from Properties
A, B, C, D, and E 
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In the example above, you may find yourself earning slightly higher in the first option, 
but the concentration risk is far greater, which gives you a small degree of flexibility if 
things deviate from your investment plan. Suppose you suddenly find your one tenant 
moving countries. Suddenly, you have a vacant property that goes 30 days without a 
tenant. If you chose to invest in a single property, that means for the 30 days that your 
property was vacant, your earnings were zero. However, if you employed a diversified 
approach and invested in multiple properties, the likelihood of having five properties all 
vacant at the same time is highly unlikely. Therefore, not earning any rental income for 
a month from a diversified real estate portfolio is extremely unlikely (which is a great 
thing for you as an investor). At the end of the day, a steady stream of cashflow from 
five properties is far better than a single stream of cashflow that is slightly higher but 
can change in a moment’s notice. 
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When should you
invest in Real Estate? 

*SmartCrowd is regulated by the Dubai Financial Services Authority (DFSA) 
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When should you invest in real estate?

There’s a saying in the investing world, 
which goes something like this: “The best 
time to invest was yesterday. Although, 
there is some merit to the saying, there are 
a few things to note when it comes to real 
estate. As we know by, investing in real 
estate the traditional way requires a lot 
more capital. If you do choose that route, 
you need to be a little more mindful of 
when you’re buying the asset. Like all 
assets, the real estate market goes through 
cycles. However, these cycles are a lot 
longer (and a lot less volatile), especially as 

it relates to the financial markets. 
Therefore, when purchasing any real 
estate investment, it is important to ensure 
that you get a fair price (ideally, at a 
discount) irrespective of when you invest. 
By ensuring you are getting the best 
possible price at the time of investment, 
you give your capital downside protection 
(that is, your investment is unlikely to 
suffer immense losses should prices 
decline further).
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Here’s an example of getting a deal that protects your capital from downside risk: 

The real estate market is going through a bear market and prices are declining. Sara 
decides that she wants to purchase a property as a long-term investment since she 
firmly believes that she can get a fantastic deal during a recessionary period.  

After careful research, she lands on an opportunity in a highly sought-after area of the 
city and finds herself ready to purchase a 1-bedroom apartment. The asking price in the 
market for similar properties is $200,000. However, sensing that the seller wants cash 
quickly and that the market isn’t going to bounce back anytime soon, Sara negotiates 
and secures the deal at $190,000.  

The following year, property prices decline further. However, since Sara’s property is 
located in a popular area, the value of her investment falls by 6% compared to the 
market average of 10%. Therefore, in year 2 of the investment, Sara’s property is valued 
at $188,000 (original value of $200,000 less 6% or $12,000). 

But wait... 

Since the property was rented and generating Sara a net return of 7% p.a., she earned 
$14,000 from her investment over the course of the year. That means, even if Sara 
chose to sell her property at a loss, she’s largely protected her capital from significant 
losses (in this case, if Sara sold her property for $188,000 in year 2, she would still 
pocket $12,000 from her investment since the value of the property declined by 
$2,000 compared to the purchase price of $190,000 paid to acquire the asset). 
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Author’s note:  

Unless you’re purchasing an asset with the intention of “fixing it up” and “flipping” it 
back on the market (i.e., purchasing a property that needs capital improvements, 
upgrading it, and subsequently selling it for a profit in a relatively short time), having a 
long-term outlook for real estate investing makes sense for most retail investors. 
Short-term real estate investing not only requires significant industry know-how and 
expertise, but also active management; both which are beyond the purpose and scope 
of this book.

The previous example is highly simplistic 
and does not take into consideration 
closing costs and government fees, but it’s 
a good way to illustrate a few principles. 
First, the best time to invest is highly 
personal, but some periods can be more 
opportune than others. Timing isn’t 

everything when you have a long-term 
outlook but finding market downturns and 
investing in them when you can will allow 
you to ride the growth curve when 
property prices appreciate. 

Now of course, historic performances do 
not and cannot accurately predict future 
outcomes. After all, Black Swan events do 
occur, like the current pandemic. However, 
for the most part, we can apply lessons 
from the past into our future strategies. In 
the previous example, we learn that the 

real estate market follows a cycle. 
Typically, a full cycle lasts anywhere from 
five to ten years. A cycle means that 
property prices peak, decline, hit a bottom, 
climb, and finally peak again during a 
specific period (see the graph below). 
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By knowing how certain assets have 
historically performed, we can begin to 
discern patterns. One clear pattern for the 
real estate market across most economies 
is that properties tend to appreciate in 
value over the long-run (as illustrated in 
the previous graph). So, if you find yourself 
purchasing a property at the bottom of a 
cycle or in the decline phase of a cycle, you 
may actually stand to gain the most from 
your property investments (since you are 
likely to find more opportunities to sell 
your investments for profits in the future). 

Another important principle we can learn 
from Sara is to invest in areas that are 
known to hold their values compared to 
the market. As an investor, not only do you 
want to look at the ease at which your 
properties get rented, but you also need to 
explore how your investments will 
preserve your capital. Typically, more 
popular areas of town close to premium 
districts and business centers offer 
investors higher capital protection (and 
opportunity for capital gains). 

Lastly, one really important fact is to note 
is that while the real estate market 
performs cyclically, so do rental prices of 
those assets. Rental prices typically “lag” 
behind real estate prices as seen in the 
figure on the next page. When real estate 
prices pick up, it takes some time before 
rental prices can increase, since rental 
agreements lock in prices for tenants for a 
period of time (i.e., the contract period). 
Similarly, when real estate prices decline, 
rental returns for property investors may 
initially be higher because the rental 
market will need some time to adjust to 

market rents. Think of it this way, if your 
property value soars for four continuous 
months, but you have a long-term tenant 
that is paying you rent based on an annual 
agreement eight months ago, it will be 
another four months before you can 
renegotiate rent with your tenant.  
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Author’s note…again: 

By using a crowdfunding model, you can invest in high-income generating properties 
(e.g., affordable properties) and premium properties (i.e., properties that are better at 
preserving and growing capital). You don’t need to tie your capital to one asset! You can 
diversify across different types of real estate assets. If you allocate your real estate 
investment capital toward a single asset, you risk having concentration risk in your 
portfolio. By using an approach that allows you to allocate and invest your funds in a 
more sustainable manner, you don’t have to wake up to cold sweats hoping you made 
the right decision. As all investors know, getting 100% of your investment decisions 
right is impossible. Therefore, if you want to relieve yourself of the mental burden and 
reduce your risk exposure, you can invest across different assets using the same 
amount of cash via crowdfunding.  
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How the Rental Market Lags Behind the Real Estate Market 
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Key Takeaways 
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The goal of this book has been to provide you with real estate investing strategies that are 
passive and don’t require you to become a real estate expert. Investing in real estate (or 
general) isn’t necessarily difficult. The key is to be disciplined and stay the course by having 
a financial goal in mind. 

Here is what you should have learned by now: 

Real estate is the largest investible asset class in the world. 

Real estate provides two types of returns: one today via rental income, and one in the 
future via capital gains. 

Including real estate in your investment portfolio allows you to reduce your risk and 
optimize your earnings. 

Real estate crowdfunding allows investors to better diversify their real estate portfolios 
compared to other traditional investment options. 

Real estate markets go through cycles but tend to follow a positive trend over the 
long-term (asset values appreciate). 

The rental market lags behind the real estate market. 

•

•

•

•

•

•
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Get in touch with us at

SmartCrowd  (Smart Crowd Holdings Ltd.) is a digital real estate investment platform which provides 
the opportunity to buy and sell shares in properties, reducing barriers to entry to low-middle income 
households to build financial assets and generate investment income. Smart Crowd caters to most 
people who find it hard to get on the property ladder to build a diversified portfolio and “unlock their 
wealth potential”. In October 2019 SmartCrowd received its full license to become the first and only 
financially-regulated digital investment platform in MENA. SmartCrowd provide users with active 
share management, transparency on their property investment, with low investment costs at afford-
able investment. Smart Crowd Holdings Ltd. (SmartCrowd) is financially regulated by the Dubai 
Financial Services Authority (DFSA). 

smartcrowd.ae

info@smartcrowd.ae

Regulated by the Dubai Financial Service Authority (DFSA). 


