Real Estate Investment Trusts, REITs, are often overlooked by investors. That’s too bad; they can be a
great way to diversify a stock portfolio.
Real Estate is are considered one of the eleven main sectors of the stock market. Other sectors
include technology, energy, and industrials.
You can gauge your stock portfolio’s diversification by measuring how much you have allocated
to each of the eleven sectors. The idea is that the sectors do not move in unison and you may therefore
be able to reduce the ups and downs compared to having a lot in only one or two sectors.
I know some investors worry that, after the pandemic, REITs will suffer as office buildings may
go empty with workers logging in from home. However, office REITs are only one subsector in the REIT
space.
And keep in mind REITs are much more than just office buildings. REITs can be companies
running storage units, medical facilities, apartment complexes, or even businesses operating cell phone
towers.
Note that REIT dividends do not receive preferential tax treatment. That is, they’re typically
taxed at ordinary income tax rates rather than the lower qualified dividends rates you can get from
many non-REIT stock companies.
The different tax treatment is due to REITs, unlike most stock companies, normally not paying
taxes at a corporate level. (Side note: tax on most non-REIT dividends is an exception to the general rule
that income only gets taxed once.)
So, without letting the tax tail wag the dog, consider placing your REITs in a tax sheltered
investment like an IRA or 401(k).
If, after further inquiry, you like the idea of incorporating REITs in your portfolio, please reach
out to me to discuss further.
Good luck.

Jorgen Vik, CFP®
CERTIFIED FINANCIAL PLANNER™
Partner
SKV Group, LLC
All investing involves risk including the possible loss of principal. In addition to the risks discussed above, there are special risks
associated with an investment in real estate, including the possible illiquidity of the underlying properties, credit risk, interest
rate fluctuations and the impact of varied economic conditions. Other risks associated with investing in listed REITs include the
use of leverage, unexpected reductions in common dividends, increases in property taxes, and the impact to listed REITs from
new property development.
Wells Fargo Advisors Financial Network did not assist in the preparation of this report, and its accuracy and completeness are
not guaranteed. The opinions expressed in this report are those of the author(s) and are not necessarily those of Wells Fargo
Advisor Financial Network or its affiliates. The material has been prepared or is distributed solely for information purposes and is
not a solicitation or an offer to buy any security or instrument or to participate in any trading strategy.
SKV Group, LLC is not a legal or tax advisor. Be sure to consult your own tax advisor and investment professional before taking
any action that may involve tax consequences.
Asset allocation and diversification are investment methods used to help manage risk. They do not guarantee investment
returns or eliminate risk of loss including in a declining market.
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This information is hypothetical and is provided for informational purposes only. It is not intended to represent any specific
return, yield, or investment, nor is it indicative of future results.
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