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Summary

REIT Preferreds offer investors a combination of high current income, discounts to par, and 

exposure to established real estate companies.

Investors looking for income today face a difficult choice. Traditional fixed income offers 

relatively modest yields, while higher-yielding alternatives such as private credit often 

come with additional credit, leverage, and liquidity risks. REIT preferred securities offer 

another option: attractive current income from publicly traded securities issued by 

established real estate companies.

Why REIT Preferreds Are Attractive Today

• High current income

REIT preferreds can provide yields that are competitive with high-yield bonds and other alternative 

income strategies while offering liquidity and transparency.

For example, the weighted average yield on the universe of REIT preferreds is 8.2%, compared to 6.2% 

yield for BB-rated Corporate High Yield index tracked by BofA.* 

• Discount to par

The sharp increase in interest rates over the past several years pushed many REIT preferred securities well 

below their $25 liquidation preference. While this repricing weighed on historical returns, it has created a 

potentially compelling entry point for new investors.

Investors today can purchase selected REIT preferreds at substantial discounts to par, producing high 

current yields while retaining the potential for additional capital appreciation if interest rates decline, credit 

spreads tighten or securities are eventually redeemed at $25.

 

• Strong real estate fundamentals

REIT preferreds’ underlying issuers own portfolios of income producing real estate such as apartments, 

warehouses, shopping centers, offices, and healthcare facilities. Recent quarterly earnings reports have 

shown that underlying fundamentals of U.S. based real estate remain healthy.   

 

REIT Preferreds: An Overlooked High-Income Opportunity

*Source: Bloomberg, LDR Capital Management. As of 7/31/2026.
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An Alternative to Private Credit

The growth of private credit reflects investors’ willingness to sacrifice liquidity in exchange for higher 

income. However, that trade-off is not always necessary. 

Private investments can bring limited price transparency, added leverage, borrower credit risk and 

restrictions on investors’ ability to access their capital.

REIT preferreds, in contrast, are publicly traded. Investors can analyze the financial statements, asset 

values, leverage and cash flows of the underlying issuers and generally maintain substantially greater 

liquidity.

 

That transparency is particularly valuable during periods of market stress, when investors can distinguish 

between securities that are cheap because of deteriorating fundamentals and those that have simply been 

caught in a broader market repricing.

For investors seeking income, REIT preferreds may offer an interesting middle ground: higher current 

yields than traditional fixed income, the liquidity and transparency of public markets, and the potential for 

capital appreciation from today's discounts to par.
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DISCLAIMERS AND DISCLOSURES 

General 
This document has been prepared by LDR Capital Management, LLC ("LDR") for informational purposes only. This document should not be construed as providing any investment, 
legal, tax or other advice to you and must not be relied upon as such. Further, it does not constitute an offer to sell any securities, the solicitation of an offer to buy any securities 
or a recommendation or endorsement of any securities or other financial instruments. An investment in REIT preferred securities is suitable only for qualified investors that fully 
understand the risks of such investment and have no need for liquidity in such investment. You should consult your professional advisors on the suitability and legal, tax and 
economic consequences of an investment in such instruments. 

This document and any opinions contained herein are current only as of the date appearing on the first page unless otherwise noted, are subject to change without notice, and 
are based upon numerous factors, such as further analyses, economic, market, political and other conditions that may impact the U.S. REIT preferred market. LDR disclaims any 
obligation to update this document to reflect subsequent developments and expressly disclaims liability for errors or omissions herein to the extent permitted by law. Certain 
information contained herein has been obtained from sources prepared by other parties, which in some instances has not been updated through the date hereof. While such 
information is believed to be reliable for the purpose used herein, no representations or warranties, expressed or implied, are made regarding the accuracy, reliability or 
completeness of the information herein nor its appropriateness for any use which any recipient may choose to make of it. All statements made within this document are opinions 
of LDR and should not be construed as investment advice or recommendations. There is no assurance that such views are correct or will prove to be correct over time.   

This document contains certain forward-looking statements. Such statements are subject to several assumptions, risks and uncertainties which may cause actual results, 
performance or achievements to be materially different from future results, performance or achievements expressed or implied by these forward-looking statements or 
projections. You are cautioned not to invest based on these forward-looking statements. Any prospective investment, projection, forecast or return on investment illustrations 
herein is for illustrative purposes only, and actual investments and returns may vary materially from those illustrated or anticipated.  

There are several risks associated with investing in real estate of which investors must be aware, which may include, but are not limited to, fluctuations in the value of underlying 
properties, defaults by borrowers or tenants, market saturation, changes in general and local operating expenses, and other economic, political or regulatory occurrences 
affecting companies in the real estate industry. In addition to those in general, investing in REITs involves certain other risks related to their structure and focus, which can 
include, but are not limited to, dependency upon management skills, limited diversification, the risks of locating and managing financing for projects, heavy cash flow 
dependency, possible default by borrowers, the costs and potential losses of self-liquidation of one or more holdings, the risk of a possible lack of mortgage funds and associated 
interest rate risks, overbuilding, property vacancies, increases in property taxes and operating expenses, changes in zoning laws, losses due to environmental damages, changes 
in neighborhood values and appeal to purchasers, the possibility of failing to maintain exemptions from registration under the Investment Company Act of 1940 and, in many 
cases, relatively small market capitalization, which may result in less market liquidity and greater price volatility. REITs are also subject to the risk that the real estate market may 
experience an economic downturn generally, which may have a material effect on the real estate in which the REITs invest and their underlying portfolio securities. Investors 
should carefully consult all offering and legal documents to ensure suitability before investing.
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