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

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

eBook 2020: Guide to Real Estate Crowdfunding

This eBook is purely for educational 
purposes. Nothing in this eBook is 
intended to serve as legal or financial 
advice. We are sharing our personal views 
and experiences as they relate to savings 
and investments as a subject matter. We 
do not guarantee any results or success. 
Our intention is to educate you and equip 
you with the right tools to evaluate your 
investment options. 

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

Investments, and assets in general can 
follow cyclical patterns. Therefore, values 
of your investments may increase or 
decrease accordingly. Additionally, 
economic, political, and legal issues can 
have an impact on your investments. 
Before making any sort of financial 
investment decision, investors should 
carefully assess and establish their level of 
comfort relative to their risk appetite.  
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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. 

Investing doesn’t need to be a complicated topic, but I’ll be the first to raise my hand and 
confess that we overcomplicate things for ourselves. Most of the time, going back to the 
basics is not only good enough, but exactly the thing we need to reorganize, reprioritize, 
and declutter our lives. This eBook will do that for you. 

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 investing journey.  

Best wishes, 

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



What is SmartCrowd?

SmartCrowd is Middle East & Africa’s first and only regulated real estate
investing platform.
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*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 (USD 1,400), 
SmartCrowd has made real estate 
investing digital, affordable, and 
hassle-free for local and international 
investors. Through our 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 as a 
place of 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 knowledge and 
improve financial literacy, so individuals 
can better plan for their futures.  
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The best investment you can make, is an investment in yourself…The 
more you learn… the more you will earn.

- Warren Buffet

Best wishes, 

Siddiq Farid 



Five Steps to Saving More Money

Problem 1: savings are an afterthought 
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Now it may seem like common sense, but 
savings are important. Most of us know we 
ought to save more money, but we don’t. 
In the UAE, an article from August 2019 in 
The National states that UAE residents 
spend up to 90% of their monthly income, 
with many unable to save. Other parts of 
the world are not that much different. Now 
why is that the case? 

We asked Ammar Malhi, former wealth 
advisor, Chartered Investment Manager, 
and current Head of Client Relations at 
SmartCrowd about the troubles of savings 
and possible solutions.  

Normally, people think of savings as an 
afterthought rather than a forethought. If 
you do this, you’ll never see a consistent 
increase in available cash in your bank 
account. The mistake most people make is 
that they save after they have spent on 
monthly expenditures. If that’s you, you’re 

not in control of your finances and won’t 
maximize your savings potential. Most of 
the time, this habit stems from what we 
want in the present without considering 
where we want to be in the future. 

Problem 2: unclear goals 

Again, we know we need to save, but if we 
don’t really know what we’re saving for, it 
could seem like a dull exercise. Of course, 
it always makes sense to have a safety net 
or a rainy-day fund, but how much should 
that really be? Without crystal clear goals, 

we risk undermining our saving strategy 
and not giving it the respect that it 
deserves. 
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Solutions:

1.

2.

3.

4.
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Have clear goals. Too often, people don’t end up saving as much as they hoped because 
of unclear goals. Saving 20% of your income is an excellent way to start, but unless you 
have some goals to contextualize and make sense of that 20% - you risk losing 
motivation. One of the first goals that everyone should work towards is to create a 
rainy-day fund. In simple terms, these are savings to fall back on under worst-case 
scenarios. Typically, you should aim to have 6 months of expenditures saved up. For 
example, if your monthly income is AED 30,000 and your fixed monthly expenses such 
as rent, food, utilities, and any other necessities add up to AED 20,000 a month – you 
need to ensure your rainy day fund is at least AED 120,000. This rainy-day fund should 
only be used under massive emergencies. Other goals include saving up for education, 
holidays, and that new gadget you’ve been eyeing.

Practice savings as a forethought. For example, if you’re a young couple and your 
monthly income is AED 30,000 – aim to save at least 20% (the more you can, the better). 
Once you commit to saving at least AED 6,000, stash it away in a separate checking or 
savings account and do not touch it! From here on forward, your monthly income is AED 
24,000 as you know it.  

Cut back on living expenses. For most of us, our biggest expense is our rent. One of the 
quickest ways to save and cut back on spending is to critically look at the home we live 
in and ask ourselves, “Are we paying too much?” If you’re a young couple living in a 
two-bedroom apartment, ask yourself – how much utility and comfort are you getting for 
that extra bedroom? Does it justify the additional, AED 15K or 20K that you might be 
spending? Or perhaps you’re living in an area which is quite expensive, and you know you 
can live in a comparable area and save AED10K without disrupting your quality of life. 
Whatever your specific case, there is a possibility to save more by simply cutting back on 
how much you pay towards rent. 

Question your wants.  No one hates luxuries or comfort. It’s human nature – we like nice 
things. After all, what’s the point of working so hard if you can’t enjoy a little? However, 
consider this – if you buy one cup of coffee every day for 30 days at a Starbucks, you’ve 
approximately spent AED 600 on coffee. That’s a lost opportunity of AED 7,200 per year 
you would save had you decided to sip on your cup of joe at home. Those kinds of results 
with small habit changes can make a tangible impact. However, they’re also highly 
personal and we don’t believe deprivation is the answer. Ammar has advised his clients 
in the past not to pinch pennies, because that’s unlikely to yield consistent long-term 
results. “We can’t go too far and start depriving ourselves of the things that truly improve 
our quality of life. Can you YouTube most shows? Probably. But are you going to give up 
your Netflix membership and try to save AED 30 a month? I certainly won’t,” says Ammar. 
What’s important here is to question why you spend on a product or service, rather than 
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5.
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defaulting to convenience as an answer. Convenience is great, but it’s costly when it adds 
up. If you’re a coffee lover and absolutely love the taste of Starbucks coffee, then don’t 
give it up! But if you’re someone who buys from your closest Starbucks simply because 
you need a caffeine fix, there are much cheaper ways to wake yourself up in the morning.  
The important thing here is to do a personal cost-benefit analysis and evaluate how a 
product or service improves the quality of your life. Use the Marie Kondo method of 
checking what “sparks joy” – just do it with your finances. 

Track your spending and create a budget. Peter Drucker said it best when he said, “what 
gets measured gets managed.” You cannot save if you don’t measure or track your 
spending. That doesn’t mean that you go overboard and create an elaborate excel model; 
nor should you track every item you purchase. What matters is to be aware of your major 
spending habits. If you know for a fact that you will purchase coffee from a cafe 
consistently, it should be part of your budget. If it’s a one-off, it doesn’t justify being a 
part of your budget. You should create a plan that gives you a reasonable idea of where 
your money is going. Finally, make sure you know which memberships you’ve subscribed 
to! Are you really using that Amazon Prime Membership? If you aren’t, it’s time to live like 
a mortal and be okay with 2-day deliveries.
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Why should I Start Investing? 
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We now know the importance of savings and how to create an actionable plan – but are 
savings the only answer? What happens when our cash has been sitting idle for too long?  

Purchasing power of your money typically erodes every year because of a thing called 
inflation (yugh!).  

By simply leaving your money and doing nothing with it, the purchasing power of that money 
(i.e., what you can buy with it) typically diminishes. If you’ve ever heard your grandpa or 
grandma tell you how they could buy two tickets to the movies, popcorn, sodas, and still 
have enough left-over to buy the Kohinoor diamond – all for a $1, then that’s a perfect 
example of how inflation has eroded purchasing power over the years. 

So, what should you do? 

What is inflation?

Inflation is the rate at which the average price level of a basket of selected 
goods and services (read: necessities such as food, clothing, furniture and a 
range of services) increase over some period of time (typically measured 
annually). Inflation gives you an indication of your purchasing power. For 
example, if you purchase a loaf of bread for $2 in 2020 and that same loaf 
costs you $2.10 one year later, the price has been “inflated” by 5%. There-
fore, you can now buy less with those $5 in 2021 than you could in 2020. 
Inflation is normal in most economies and is typically between 1-3% in stable 
economies. 
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Investing isn’t just for your cousin Ed who went to the London School of Economics, but for 
all of us. Investing your money allows you to: 

 1. Preserve your purchasing power 
 2. Earn money without trading your time it (i.e., like your job) 
 3. Increase your wealth 
 4. Go after your financial goals, such as having enough wealth at retirement

As we previously discussed, it’s extremely important to first save for a “rainy-day” or 
emergency fund. We cannot stress enough the importance of having an emergency fund 
before you decide to start investing. Why? Because you don’t want to be caught in a 
situation where you need to tap into your investments to sustain your livelihood due to a 
cash shortage. For many people all over the world, the recent pandemic has highlighted the 
importance of having cash and liquid assets on hand (i.e., assets that can be sold for cash 
relatively quickly, such as gold). No one can predict the next economic crisis, but we can 
prepare for it by adequately planning and creating our emergency funds.   

Our approach at SmartCrowd is to think of investing for the long-term rather than the 
immediate term. Of course, there are investments that cater to various time horizons – and 
goals are personal. However, it always makes sense to have a long-term strategy as part of 
your investment portfolio strategy.

Start investing small and start investing early
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Example: Investing vs Saving
 

Let’s assume you expect to earn an average return of 5% p.a. across your investments 
over 10 years (p.a. stands for “per annum” which is the Latin way of saying “per year”). 
After saving up for your emergency fund and taking your fixed monthly expenditures into 
account, you decide you can comfortably invest AED 50,000 per year. At a return of 5% 
p.a., you earn AED 2,500 after your first year of investing AED 50,000. 

As someone with an emergency fund, you’re smart and know that you don’t need to take 
out your investment earnings (let’s be honest, you’ll buy yourself that thing you don’t 
need). You decide that a better option is to reinvest your earnings so that your 
investments can compound.   

That is, you reinvest the AED 2,500 you earned in year 1 back in year 2 and add another 
AED 50,000. Therefore, in year 2, you have invested AED 52,500 even though AED 
50,000 was your initial principal investment.  You keep doing this every year for 10 years 
and in the end, the total value of your portfolio is AED 660,339. 

In contrast, if we compare that to saving alone, you know your savings would be capped 
at AED 500,000 at the end of 10 years (AED 50,000 X 10 years). What’s worse is that if 
you assume a year-on-year inflation of 2%, you will have to pay AED 558,436 in year 10 
for goods that you can purchase today for AED 500,000. You’ve technically lost AED 
58,436 in purchasing power by just saving! 

By investing, your wealth in your investment portfolio will have increased by 32% over a 
10-year period, not considering the effects of inflation. If you assume a 2% inflation rate 
year-on-year, the value of your portfolio has will have still increased by 18%. By 
consistently investing your money and reinvesting your earnings from your investments 
(to take advantage of compounding), you give yourself the ability to increase your wealth 
compared to simply saving alone. In the end, that is what smart investing is all about.



The two types of investing
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Active investing: investing that requires 
you to take a hands-on approach to your 
investments. Usually, active investing is 
preferred by those who believe they 
have significant knowledge to 
consistently beat the market in their 
respective domains or by those who 
want to save on portfolio management 
fees are otherwise paid out to 
third-party managers. Examples of active 
investing are day-trading equities or 
fixed income securities, investing in a 
business that you will manage, or 

anything else that requires you to spend 
considerable time to earn money. If you 
do take on active investing, you won’t be 
exempt from all fees though. Trading 
platforms often charge fees based on 
certain criteria, so it is always best to do 
your homework.  third-party managers. 
Examples of active investing are 
day-trading equities or fixed income 
securities, investing in a business that 
you will manage, or anything else that 
requires you to spend considerable time 
to earn money.   

Passive investing: investing that is 
typically done with a long-term outlook, 
requiring minimal interference or 
management of investments. Typically, 
this is a “buy and hold” approach and 
considered a cost-effective and less risky 
method compared to active investing. 
This approach often employs third-party 

managers that are able to provide their 
management services at affordable 
rates. Examples of passive investing 
typically include residential real estate, 
investing in index funds or ETFs, or 
buying gold, among others. 
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1.

2.

Before we dive into the various investment options that may be available to you, it’s 
important to learn about the two types of investing practices and distinguish the 
difference between the two.

How do we define an investment at SmartCrowd? 

At SmartCrowd, we define any investment as an activity that allows you to 
generate income by committing capital to an asset, whether tangible or 
intangible. 



What are the most common investment options?

1: Savings accounts 
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Now that we know the differences between the two types of investing, let’s look at the 
popular investment options that are available along with the type of investments they are, 
and the risk associated with each. 

Although not typically viewed as 
“investments”, we had to include this 
option so that you know the most popular 
investing methods available to you. 
Savings accounts don’t generate the kind 
of mouth-watering returns as some of the 
other investments, but there is a place for 
them in our investment portfolios. Let’s 
look a little further.  

Expected returns:

 In the UAE, savings accounts generate 
anywhere between 0.25% - 2% returns 
p.a. On the higher-end, 2% is just enough 
to combat the effects of inflation in the 
UAE. Over the last 30 years, average 
year-on-year inflation in UAE has been 
1.77%, despite 17 months of a 
deflationary period which has been 
exacerbated by the pandemic (Trading 
Economics, 2020).

Investing type:  Passive.  

Savings account are extremely easy to 
manage because there isn’t much to it! 
Simply allocate a percentage of your 
savings every month to your account and 
wait for your bank to credit your account 
either monthly or quarterly based on the 
interest or profit rate (for Islamic banking 
institutions). 

Risk level: low.

Your returns are tied to the financial 
institution at which you bank. However, 
savings accounts are a good way to keep 
your hard-earned money’s purchasing 
power consistent year-on-year. Simply 
putting all your money in a savings account 
won’t make you rich, however. 

2: Equities (stock-picking) 

Here we go. This is probably what most of 
us think of when we think of “investing”. 
Nothing screams a more capable investor 
than one who knows what she’s doing in 
the stock market. It’s complicated, it tells 
people you’re intelligent, and it sounds 
sexy.
Disclosure: we’re not against stocks at all. 

However, for most investors we believe 
there are better ways to diversify earnings 
in the equity markets instead of stock 
picking (which we will get into later). In this 
example though, we are talking about 
investing in specific shares of companies, 
the advantages those present, and risks 
associated with such investments.
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Pro-tip on beating
the market: don’t try. 
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Expected returns:

0% - n%, where n can be 1,000%X or 
more.

Some of the most established companies 
pay dividends to give investors confidence 
about the financial performance of their 
organizations. Typically, stocks average 
between 1-3% of the share price. 
However, not all stocks pay dividends. In 
fact, the general rule of thumb is as 
follows: the younger the company, the 
greater the likelihood that they will 
reinvest profits (rather than distribute 
them to shareholders in the form of 
dividends). Why? Younger companies want 
to show growth and maximize their future 
earning potential by reinvesting in the 
business to increase the value of the 
shares. If the value of the shares increases, 
so does the value of the shares you’re 
holding!

For example, if you invested in Facebook’s 
IPO share price of US$38 in 2012, that 
same share would be worth approximately 
US$238 at the time of writing this eBook, 
resulting in a growth in value of 626%! (or 
a cumulative average growth rate of 26% 
per year). Sounds amazing right? Where do 
we sign-up?    

But…here’s the catch, not everyone is able 
to invest in an IPO (initial public offering). 
Only qualified investors (read: people with 
a lot of money or institutional grade 
investors) are permitted to invest initially 
when a company goes public. For the rest 
of us, we need to dabble in the secondary 
stock market to purchase stocks – and it 
can get a little tricky. How do you know a 
stock is undervalued? How do you know 
it’s overvalued? There are various methods 

for evaluating the “worth” of a company 
including using certain financial ratios, but 
for the purposes of this eBook, what you 
need to know is there isn’t a one-size fits 
all approach and it’s common to 
miscalculate the value of a stock.  

Investing Type: Active. 

Risk Level: High.

If you’re going to pick some stocks, your 
risk level can be medium to very high 
depending on which company’s shares you 
want to purchase, which stock exchange 
and country the shares are trading at, and 
the industry in which the company 
operates. Of course, there are far more 
variables at play, but stock-picking is 
typically not advised for the retail investor 
because it’s almost impossible to “beat the 
market”.  

12



3: Bonds 
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The most common form of fixed-income securities are bonds. A bond is a promissory note 
that is issued by a government or an organization that promises investors a “fixed income” in 
the form of interest coupon payments (unless they are Sukuk or “Sharia” bonds, in which case 
payments are distributed profits). Unlike stocks, bonds have maturity dates (i.e., expiration 
dates) at which point the principal value must be paid out to the bond holder. Like shares 
however, bonds are traded in the financial markets at a premium or discount and get closer 
to their principal value as the maturity date nears in.

Here’s an example of a government 
issued bond at work 

The Government of Wakanda wants to set 
up new Vibranium mines to extract the 
precious metal and propel the nation into 
the next age of technological 
advancement. However, the Government 
needs money (Vibranium mines aren’t 
cheap!). Therefore, the government issues 
hundreds of thousands of bonds at a value 
of 1,000 Wakandan Vibranium Dollars 
with a maturity date of five years. In 
exchange for the purchase of these bonds, 
the Government promises to pay investors 
50 Vibranium dollars per year. At the end 
of five years, the government returns the 
principal value of 1,000 Vibranium Dollars 
back to its bond holders.  

Note: Bonds are traded in the financial 
markets just like stocks and can increase or 
decrease in value depending on interest 
rates, demand, and supply.  
  
Note: Bonds are traded in the financial 
markets just like stocks and can increase 
or decrease in value depending on 
interest rates, demand, and supply.  

Expected returns:  5%-6% on average 
over the long-term in mature markets. 

Investing type: Active or passive.

Active management will entail buying and 
selling bonds yourself, whereas passive 
management would mean entrusting a 
third-party to manage securities on your 
behalf for a fee or commission.  

Risk Level:

Low to medium typically depending on 
which entity’s bonds an investor is 
purchasing. Most safe bonds tend to be 
those backed by the governments of 
mature markets.  

Typically, bonds are a lot safer than stocks 
because the coupon payments are 
predictable (hence the term, Fixed 
Income). In simple terms, bonds are loans 
with pre-determined end-dates.

13



4: Mutual funds
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Those who are experienced investors know that the stock market volatility can either 
catapult your earnings or see them nosedive. For most of us, investing in equities (and even 
bonds) can be risky if we decide to pick “winners” by ourselves, especially if we don’t have a 
sound method for selecting financial securities. So, what are we to do? 

Enter mutual funds. 

Mutual funds are financial vehicles made 
up of a collection of various securities, 
such as stocks, bonds, and other assets. 
Instead of trying to diversify your 
securities portfolio by yourself, a mutual 
fund allows you to pool your money with 
others and have a professional money 
manager purchase a mix of financial 
securities on behalf of all the investors. In 
turn, the investors receive shares of the 
mutual fund. Conceptually this is similar to 
crowdfunding and allows investors to 
diversify their investments without the 
need to pick and buy individual stocks and 
bonds by themselves. By raising funds 
from the public, mutual fund managers can 
buy a variety of financial securities and 
offer clients diversification that would 
otherwise be almost impossible for an 
individual investor. However, mutual funds 
can be expensive – ranging from a 
thousand dollars for the price of entry up 
to tens of thousands of dollars.

Expected returns:

Varies depending on the type of fund and 
the investment objective set out in the 
prospectus by the money manager. On 
average, investors can realize between 
5%-8% per year. 

Investing type: Passive. 

Professional money manager (a person or 
financial firm) purchases a mix of financial 
securities in line with investment 
objectives laid out in their prospectus. For 
this service, fund managers will charge 
fees and/or commission that can be hefty.

Risk level:

Depends on the fund and the investment 
objective/prospectus. By law, mutual fund 
managers have a fiduciary duty to act in 
the interest of the client. 
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Caution: funds that offer potential above market returns will 
do so by having a higher allocation of their portfolio in riskier 
financial securities.     



5. Index Funds and ETFs 
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Want a long-term investment strategy and 
not get charged hefty fees? How about 
diversification and lower entry barriers 
with affordable minimums?  

Think of Index Funds and Exchange Traded 
Funds (ETFs). 

Like mutual funds, these financial 
securities offer higher flexibility and lower 
minimums. Index funds and ETFs track the 
index or market (such as the Standard & 
Poor’s 500 Index) and offer investors 
broad market exposure through a basket 
of securities. The main difference between 
Index Funds and ETFs is that Index funds 
are traded once per day, whereas ETFs can 
be traded just like stocks during the day 
(i.e., what they call “intra-day trading”). 
Furthermore, ETFs not only track an index, 
but can also track industries, commodities, 
or other funds. 

Expected returns: 5%-9% on average 
 
Investing type: Passive. 

Minimal management or rebalancing of 
portfolio required. For a total hands-off 
approach, consider robo-wealth advisors 
for a low-cost alternative. 

Risk Level: Medium. 

Index funds are slightly more stable than 
ETFs only because they cannot be traded 
throughout the day. However, the 
consensus is that for most individual 
investors who want to dabble in the 
financial markets, both these securities 
offer investors exposure to the equity 
and/or fixed income while offering 
diversification. Ultimately, the rationale 
behind investing in an index or an ETF is 
that it tracks a diversified basket of 
securities that is expected to increase in 
value over the long run. Think of it this 
way, for all the companies that are on the 
S&P 500, some may get knocked-out and 
others will be replaced in an Index. In the 
short run, there may be market volatility, 
but over the long-run the expectation is 
that your investments will increase in value 
(and are likely to outperform active 
investing strategies!). 
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Want a long-term investment strategy and not get charged hefty fees? How about 
diversification and lower entry barriers with affordable minimums?

Think of Index Funds and Exchange Traded Funds (ETFs).  



6. Alternative investments
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A: Private equity 

This is perhaps one of the most lucrative 
ways to invest (but can be highly risky). If 
you’ve ever been approached by your 
friends or family to invest in their 
company or a new startup, the term 
“private equity” should flash across your 
eyes. Typically, there are different assets 
for different types of private equity. But 
for the purposes of our example, we mean 
private equity in the context of businesses 
and startups. 

Expected returns:

loss of investment all the way to nX of 
your investment, where n is your 
investment and X can be a ridiculous 
multiple, like 1000X.  

Investing type:

Usually passive for the investor but may 
require some input from time to time 
(perhaps as a non-executive members). 

Risk level: High. 

High risk = high reward. To put it in 
context, for every 10 startups, 9 fail. 

Investing in startups or private businesses 
can be highly risk. However, if you pick a 
winner, you may just get that beach house 
much sooner than anticipated.

B: Precious Metals 

Maybe you’ve heard the term bullion, 
maybe not. If you have, it’s just a fancy way 
of describing precious metals that trade in 
bulk in the commodity markets. One such 
precious metal that has garnered 
controversy amongst investors is gold. 
Some investors believe gold counts as a 
safe investment that tends to hold its 
value, countering inflation and market 
downturns; others believe that it cannot 
be counted as an investment because 
unlike stocks or bonds that create value in 
the markets, gold inherently doesn’t create 
value (simply, those that invest in gold 
believe that they will be able to sell gold 
for a higher price in the future because of 
demand).

Expected returns:

If you’re going to hold this asset, it’s 
because you want additional security in 
your portfolio. Gold tends to do better in 
market downturns because it’s considered
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Finally, let’s have a look at alternative investments. There are too many alternative 
investments to name, and it’ll take us two moons to go down the rabbit hole. However, to 
get you started, we’ve listed the three most common forms of alternative investments other 
than real estate. To learn more about real estate investing, download a copy of our eBook, 
Real Estate Investing Simplified: Real Estate Crowdfunding vs Traditional Real Estate 
Investing. 

With that out of the way, what are some other common types of alternative investments? 
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a safe asset and performs independentlyof 
the financial markets. Over the last 30 
years, the price of gold has increased by 
280% (Investopedia, 2020). 

Investing type: Passive. 

Risk level: Low. Just make sure that if 
you’re holding this asset, you have a safe 
or secure place to keep your investment 
(or you may consider popular gold ETFs 
that take care of any hassles as they relate 
to physical gold. Just make sure the gold 
ETF you invest in has plenty of physical 
gold secured). 

  

C: Cryptocurrency 

Like gold, cryptocurrencies inherently 
don’t create value like equities, bonds or 
real estate. However, their rising 
popularity as a medium of exchange is 
undeniable. The most reputed 
cryptocurrency, Bitcoin has seen a 
dramatic rise and fall over the last three 
years, but the currency has still maintained 
significant value as reflected in its price. At 
the time of writing this, a Bitcoin is worth 
approximately US$ 11,300. 

Expected returns: No one knows. You can 
either win big or lose everything.  

Investing type: Passive or active.  

Risk level: Very high.

Cryptocurrencies are not regulated 
globally. We aren’t going to give out 
investment advice, but it is our belief that 
if someone is investing in cryptocurrency, 
they should only include it as a very small 

proportion relative to their investment 
portfolio. Additionally, if you dare to 
dabble in this new asset class, it will make 
sense to hold this asset as a long-term 
investment rather than try to make quick 
profits in the short-term.

12



eBook 2020: Guide to Real Estate Crowdfunding

D: Real Estate 

For many, real estate is probably one of the 
simplest forms of investments to consider. 
Specifically, in the context of this eBook, 
we mean residential real estate investing. 
When thinking about residential real 
estate investing, we recommend that you 
don’t consider your primary place of 
residence (if you’re the owner) as an 
investment. Sure, chances are you could 
sell it for a higher price in the future. 
However, the whole purpose of this eBook 
is to consider methods to increase our 
cashflow in the present as well as the 
future. Since this eBook is all about 6 
methods to supplement your real estate 
investments portfolio, we won’t dive into 
the world of real estate investing. For an 
overview of the most popular residential 
real estate investments available to you, 
download a copy of our eBook, Real Estate 
Investing Simplified. 

Expected returns:

Typically, if we look at the UAE market, you 
can expect a net return of approximately 
5% per year on average. Now of course, 
this depends largely on the investment 
property. Prime properties will tend to 
provide lower returns but give investors 
the greatest chance for capital gains, while 
affordable housing will generally provide 
higher returns and an incremental capital 
gains.

Investing type: Can be active or passive.

Risk level: Like everything, there is risk. 
However, if proper due-diligence is 
conducted and leverage is not used (i.e., a 
mortgage) the risk is typically Low or 
Medium depending on various factors, 
including the location of course. 

18



A word (or two) on risk vs reward dynamics
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While investing, you should always ask yourself one question: “Is the risk I am about to take 
investing in this asset worth the returns I could generate?” Far too often, novice investors get 
excited at the potential of their earnings without considering the element of risk. Remember, 
in any investment, returns are never guaranteed. If someone is guaranteeing you returns, 
chances are they are pricing them into the asset that’s on offer. Folks, there is no such thing 
as a free lunch in this world! If it sounds too good to be true, chances are – it is (unless it’s 
SmartCrowd. How’s that for a sneaky plug-in?). 

Okay, back to risk.  

Risk isn’t just the thing you encounter when you tell your wife she’s wrong or when you 
overestimate your abilities with a double scoop on a cone. No, risk is something you 
encounter in every investment decision you make. But not all risk is equal. 

Take the following example. Adam is having difficulty picking between two potential 
investments. On one hand, he has the option to invest in a friend’s growing business that is 
expected to generate 10% returns per year for five years in his hometown in a stable 
economy (he is expected to receive his principal amount at the end of five years); on the 
other, he can invest in an sovereign bond in an emerging market that’s generating a fixed 
yield of 10% based on its principal value for five years too. What should he do?! 

If both options are generating identical or near identical returns and time isn’t a major factor, 
the element that Adam’s decisions rest on should be risk. 

Questions in relation to the two options Adam could ask himself are: 

    1. Is the business in an industry that is guarded from rapid disruption (i.e., change)? 
    2. How credible are the business owners/managers? 
    3. How is the bond issuing country rated?  
    4. How stable is the currency in the bond issuing country?  
    5. Are there any serious political risks in the bond issuing country?  

Generally speaking, the riskier an investment, the higher the return should be. In the 
example above, let’s assume that investing in the business would be a safer and less risky 
option. However, let’s say the government of the emerging economy issues another bond, 
this time with a yield of 15%. Would the increase in earnings justify the added risk? Perhaps, 
and perhaps not. 

When posed with various investment options with varying degrees of risk, what should a 
smart investor do?   
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Diversify his portfolio. 

One of the best ways to minimize risk is by investing in a collection of different asset classes 
in line with your personal investment objectives and goals.  

At SmartCrowd we don’t suggest that individuals should put all their money into one asset 
class. To maximize your wealth potential, it makes sense to cast a wide net across various 
assets so that you stand the best chance of optimizing your returns. Why do we want to 
diversify our investments? Simple: not all assets perform the same way. The bond market is 
inversely related to the stock market, and the direct real estate market acts independently 
from the volatility experienced in the financial markets. By having a mix of different assets in 
your personal investment portfolio, you give yourself the best chance of creating a strategy 
that helps maximize your returns and safeguard your wealth over the long-term. 
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Key Takeaways 
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• Having a “rainy” day fund before deciding to create an investment portfolio is a wise 
decision. 

• Investing will help you grow your wealth, whereas savings alone will erode your wealth. 

• Create a savings and investment plan before you invest. You don’t need to plan every 
detail, but you do need to plan. 

• Consider various asset classes to build a diversified investment portfolio. Your 
investment allocations should reflect the level of risk you are able and willing to take. 

• Enjoy the journey, practice patience, and have a long-term horizon set out for most of 
your investments so that you can combat irrational (think emotional!) decisions that do 
more harm than good.  



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). 


