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Shariah-compliant investing has grown significantly in recent years, with increasing demand for Islamic finance 

products. Among the various asset classes available to Shariah-conscious investors, global listed real estate 

presents an attractive opportunity. This asset class provides investors with exposure to real estate markets 

worldwide while adhering to Shariah principles. 

In this article, we explore the reasons why Shariah investors should consider allocating to the global listed real 

estate asset class, as well as the benefits of publicly listed real estate over direct real estate investments. 

Before delving into the specifics of listed real estate, it's crucial to understand what constitutes a Shariah-

compliant investment. Shariah law prohibits investments in activities that are haram (forbidden), such as those 

involving interest (riba), excessive uncertainty (gharar), or gambling (maysir). Additionally, investments must not 

fund businesses in sectors like alcohol, tobacco, pork, conventional financial services, or entertainment that 

contravenes Islamic principles. 
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The appeal of real estate in Islamic finance 

Real estate is an asset class deeply embedded in Islamic finance due to its tangible nature and intrinsic value. 

Unlike conventional bonds, which involve interest (riba) and are prohibited under Islamic law, real estate 

generates returns through rent and capital appreciation, making it a natural fit for Shariah-compliant portfolios. 

While direct real estate investments are common among Shariah-conscious investors, listed real estate 

investments—such as REITs—remain relatively unexplored. This oversight may stem from concerns over 

Shariah compliance, leverage, and transparency. Nonetheless, with proper screening and selection, the global 

listed property sector offers compelling advantages. 

Shariah compliance considerations for listed real estate investments 

Shariah investors must ensure that their real estate investments adhere to Islamic finance principles. When 

evaluating listed real estate opportunities, key considerations include: 

1. Avoiding interest-based income (Riba): Shariah-compliant REITs must not derive significant 

revenue from interest-bearing instruments or conventional financing. Instead, they should primarily 

generate income from permissible leasing activities. 

2. Screening for permissible activities: The underlying properties must not engage in non-

compliant activities such as gambling, alcohol, tobacco, or conventional financial services. 

3. Debt and leverage limits: Islamic finance principles restrict excessive leverage. Shariah-

compliant real estate funds adhere to financial ratios that limit debt-to-equity levels.  

4. Purification of non-compliant income: In cases where a small portion of revenue is derived from 

non-compliant sources, a purification process is undertaken by donating such earnings to charity. 

Key benefits of global listed real estate for Shariah investors 

1. Liquidity and accessibility: One of the primary advantages of listed real estate over direct 

property investments is liquidity. Buying and selling physical real estate can be a lengthy and costly 

process, whereas publicly traded REITs and real estate equities provide investors with the 

flexibility to enter and exit positions with ease. This liquidity is particularly beneficial for investors 

looking to maintain a balanced portfolio without the long-term commitment required in direct real 

estate investments. 

2. Diversification across markets and sectors: Global listed real estate offers diversification 

benefits that are difficult to achieve with direct real estate investments. Through REITs and 

property companies, investors can gain exposure to different geographic regions, and property 

sectors often not easily accessible to a private investor (data centres, storage, healthcare, lab 

space, etc.). This diversification helps mitigate risks associated with economic downturns in a 

single country or sector. 

3. Income generation with Shariah compliance: A key feature of real estate investing is its ability 

to generate steady income streams through rental yields. Most Shariah-compliant REITs distribute 

rental income, making them compatible with Islamic finance principles.  
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4. Transparency and regulatory oversight: Publicly listed real estate companies and REITs are 

subject to stringent regulatory oversight, financial disclosures, and governance standards. This 

level of transparency provides investors with greater confidence in the integrity of their 

investments. 

5. Lower capital requirements and cost efficiency: Investing in direct real estate requires 

substantial capital for property acquisition, maintenance, and management. Listed real estate 

allows investors to gain exposure to the sector with lower capital outlays. Moreover, public real 

estate vehicles benefit from economies of scale, professional management, and reduced 

operational costs, making them a cost-effective alternative. 

6. Alignment with sustainable investing: Many Shariah-compliant REITs and real estate funds 

prioritise sustainable development, and corporate social responsibility. This alignment with 

environmental, social, and governance (ESG) considerations makes listed real estate particularly 

attractive to investors seeking both financial returns and positive societal impact. 

Comparing public listed real estate with direct real estate investment 

Feature Publicly listed real estate Direct real estate investment 

Liquidity High - traded daily on stock 

exchanges 

Low - requires time-consuming 

transactions 

Diversification Geographic and sectoral 

diversification 

Limited diversification potential 

Capital requirement Low - fractional ownership 

possible 

High - substantial capital needed for 

property purchases 

Management 

responsibility 

Professional management 

teams 

Requires active management 

Transparency & 

regulation 

High - subject to regulatory 

oversight 

Varies - subject to local real estate laws 

Transaction costs Lower - brokerage fees only Higher - legal, brokerage, and 

maintenance costs 

Flexibility Can adjust allocations easily Long-term commitment required 

Income stability REITs offer steady dividends Rental income may fluctuate due to 

vacancy risk 

 

Considerations for Shariah investors 

While listed real estate offers numerous advantages, Shariah investors should keep the following in mind: 

• Regular compliance checks: Even though listed entities are typically more transparent; Shariah 

compliance can change. Investors need to stay informed through Shariah advisory services or 

platforms that monitor compliance. 
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• Market volatility: While listed real estate offers liquidity, it's also subject to market volatility, which could 

affect investment value. Understanding the trade-off between liquidity and volatility is key. 

• Global economic factors: Being globally invested means being exposed to international economic 

policies, currency risks, and geopolitical tensions. A diversified approach can mitigate some of these 

risks. 

The investment universe 

Within the real estate sector, there are numerous sub-sectors, each with their own unique dynamics, drivers 

of growth, and risk profiles. A look at one of the most widely used benchmarks for global developed market 

Shariah compliant listed real estate, the FTSE EPRA Nareit IdealRatings Developed REITs Islamic Index 

illustrates the point of diversification and access to different property sectors. 

Top 10 Companies in the FTSE EPRA Nareit IdealRatings Developed REITs Islamic Index 

Company Sector Index 

Weight 

ProLogis Industrial 8.4% 

Digital Realty Trust Data Centres 8.2% 

Public Storage Storage 6.9% 

Welltower Health Care 6.7% 

AvalonBay Communities Apartments 6.2% 

Alexandria Real Estate Lab Space 5.7% 

Goodman Group Industrial 5.5% 

Equity Residential Apartments 4.6% 

Iron Mountain Inc Data Centres 4.1% 

Invitation Homes Single Family Housing 3.3% 
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Sector Exposure of FTSE EPRA Nareit IdealRatings Developed REITs Islamic Index 

 

Conclusion 

For Islamic investors, global listed real estate represents a compelling asset class that aligns with Shariah 

principles while offering benefits typical of public markets. The advantages of liquidity, diversification, 

governance, and accessibility over direct real estate make it an attractive option. However, like all investments, 

it requires due diligence, an understanding of Shariah compliance nuances, and a strategic approach to 

portfolio management.  

By embracing this asset class, Islamic investors can enhance their portfolios' performance while adhering to 

Shariah-compliant investing principles.  
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Glacier Research would like to thank Theodore Freysen for contributing to this 

week’s Funds on Friday. 
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