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he thouwght of investing in cormmencial property may fill yeu

with dread - images of gleaming but deserted clty office
blocks, for example, may

But cammercial proporty often
Istest urban aschiteciurs
mundane and lucrative than that = think more previncial oty cen
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e precincts, those often ugly bin busthing 19808 arcades
The other common micon i that pecple tend 1o
te-let property, but the

tors such ot interest rales
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L Canstl ripple

a3 awhobo is daing that really affects commencial proparty, “That

makes i1 an ivvastrment that = much bees volafile than the 5

Ing or the stockmarket,” ssserts Philip Pearson, Moy
panelist and partnerat IFA fim PEE Inwest

‘Commercial property
funds are much less
volatile than house prices
or the stockmarket’

investing in commercial property - which typically includes
office blocks, thopping contras, Indu
factarios — can ba dor in tad wiays. iy
ol Ci
Buy rumehsis comimercial proparies of different types and in
different locations (o achieve & good spread of sasets, investing

a units and sometimes
su o wealthy enough,
d purchase ane. However, unbass you s rich enough to

directly in commercial property can b &n inhemmby risky bust-
niess — just [le imvesting in one of twio shares s

The second and mome praclical approach is to imeedl 0 a
property fund. They pool investors’ mondey and buy & vanety ol
commercial bulldings in different locations 1o rent out o
cosporations. The funds are either unit trus life bonds o
irvestmisnd trusts,

Greve Marrior, fund anshyst st [FA Bestinvesl, says investing in
property
a8 equity funds, because of expendes sich as stamp duly and

wnels generally cost mone thian other Fvestmants, such

begal foes. Roughly, he says typical Inltisl charges for a property
fund are about 7% companed to 5% for equity funds
bn ackdition 1o higher charges, commencial propany Funds are

d' a5 stockmarket funds. “While many

not seen as boing as ‘lig
funds hawe sarme shares in proparty developmant companas s
cash holdings to combat this, i large sums of money are to come

Commercial Property

out af the fund at erce, ther may be & hold up while property i
sold,” soys Peanen

Unlike buy-lo-let propanty, retishnd sne not focused on fisng
property valuss, bat rather CoOnsmient angd stable rental yiokds
Proporty funds, therefore, may not offer the same pee as equl
tigs, bast can provide n stesdy INCOMo siraam

“Commercial proparty sl stfway between bonds and

equities. In terms of ive

s, it is especially good for people
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Investing in commercial property for the
I | e

r-.r!'.-n-rr: ta long term can provide steady returns
with less risk than shares., : .

.- ft ktrcql:-.-; diversity in your porttafio, A fall in
blue chip stocks. for exampl

2" g, could be
coumterbalanced by the yields you recaive
from a commereial property fund

* Uniike buy-to-lat property, commercial
Property returns are not heavily influsriced by
Property prices. Rather, yield lovels ara governed
by the health of the FCONOTIY I

P A
F’Jgpeny funds can be more expensive than
BQUITY unit trusts and investment trusts

who are close to retirement or rotired who don't want all thair
money in bonds nor in egquites,” says Simon Popple, head of
management ot Strutt & Parker Real Estate
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And in eontrast to buy-te-bet, commaercial property usually
invalves @ tenant who i genarally on a long-term lease. That
torant may be & FTSE-100 company providing a nelativedy safe,
seady income stream. In comparisen, demastic b te-hat
tonancy contracts am often only six months long, managing the
tenant is down ta you, and you face the risk of having an
unoccupled progety. L

Sonia Speedy




