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ALTERNATIVE INVESTMENTS

REAL ESTATE

THE DIFFERENCE 
BETWEEN REIT 
AND WRONG

When investors look for options for their 
portfolios outside of stocks and bonds, real 
estate quickly comes to mind. It’s the world’s 
largest asset class by some measure – Savills 
puts the total value at US$228 trillion. 
To put that number in perspective, global  
GDP is just US$75 trillion, according to the 
World Bank. 

Real estate, especially in the world’s major 
urban centres, tends to be an investment 
that generates consistent returns with lower 
risk. Although market corrections occur 
from time to time (most notably during the 
2008 financial crisis), the value of property 
tends to only go in one direction over the 
long term: up. 

Of course, not everyone can afford to 
go out and buy property as an investment, 
especially in those places where it’s likely to 
appreciate most. There are other options, 

Outstanding securitized debt 
$100.2 trillion
Equities 
$70.1 trillion
Gold 
$6.5 trillion

Global real estate 
$228 trillion

HOW MUCH  
IS THE WORLD 

WORTH?
Residential real estate 
$168.5 trillion
Commercial real estate 
$32.3 trillion
Agricultural land  
and forestry 
$27.2 trillion

Source: Savills; figures in US$

however, such as real estate investment 
trusts. As real estate in general has exploded, 
Canadian REITs have thrived in recent 
years. Cities like Toronto and Vancouver 
have among the highest property values in 
the world, so much so that the provincial 
governments in Ontario and BC saw fit to 
introduce various market-cooling measures. 

While rising interest rates are a headwind 
for REITs, sentiment is still largely positive 
for the sector. 

Greg Romundt is the founder and CEO 
of Centurion Asset Management, a Toronto-
based firm that specializes in alternative 
investing in the real estate space. Its flagship 
fund, the Centurion Apartment Real Estate 

PERFORMANCE OF THE CENTURION APARTMENT REIT

GROWTH OF $10,000 INVESTED IN CENTURION APARTMENT REIT AT INCEPTION (AUGUST 2009)
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Calendar returns 2009 2010 2011 2012 2013 2014 2015 2016 2017

Centurion REIT TR 2.7% 8.5% 10.2% 20.0% 11.0% 9.2% 10.2% 9.8% 17.3%

Compound trailing returns 1-year 2-year 3-year 4-year 5-year Since inception

Centurion REIT TR 17.30% 13.49% 12.38% 11.58% 11.46% 11.81%

Source: Centurion Asset Management; REITs are not guaranteed, their values can change frequently and past performance is no guarantee of future results. Past performance may not be repeated.
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ADVANTAGE OF A PRIVATE VERSUS PUBLICLY TRADED REIT

GROWTH OF $10,000 INVESTED OVER A 10-YEAR PERIOD (AS OF FEBRUARY 20,2018)
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Calendar returns 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

S&P/TSX Composite 
Index TR

-33.0% 35.1% 17.6% -8.7% 7.2% 13.0% 10.6% -8.3% 21.1% 9.1%

S&P/TSC Capped  
REIT Index TR

-38.3% 55.3% 22.6% 21.7% 17.0% -5.5% 10.4% -4.6% 17.6% 9.8%

Source: Centurion Asset Management

Investment Trust, generated returns of 
17.3% in 2017 as market conditions worked 
in its favour. 

“It was a very strong year for us,”
Romundt says. “In all of our core markets, 
rents have been rising strongly because 
house prices have gone to a level that people 
can no longer afford them. So people we 
would normally lose to buying a condo or a 
starter home are being forced into rentals. 
There is also significant immigration into the 
country, particularly southwestern Ontario 
and Toronto.” 

 

Another thing working in REITs’ favour 
is the uncertainty surrounding stocks. 
Bull markets have to end eventually, and 
February’s slump should be a warning for 
investors, Romundt believes. 

“The only thing that surprised me was 
that it took so long,” he says. “The markets 
are exceptionally overvalued and have been 
for a very long time. Ultra-low interest rates 
have driven the markets to excessive highs. I 

don’t think I’m alone in thinking the market 
has been overvalued.” 

It’s exactly why the alternative space has 
grown so much since the financial crisis. 
Investors might have become accustomed to 
double-digit returns in equities, but history 
indicates that won’t last indefinitely. 

“One of the prime reasons that people 
come to alternatives is to diversify away from 
the primary holdings, which are generally 
stocks,” Romundt says. “Another reason is 
that a lot of alternative strategies have vola
tility at a lower core level than the stock 
market. Some strategies, like hedge funds 
or global macro, can be volatile, but things  
like real estate, corporate lending and mort
gage lending tend to have very low levels  
of volatility.” 

-

-

Aside from its flagship apartment REIT, 
Centurion also offers alternative solutions 
in mortgages, as well as corporate and 
private debt through its Centurion Real 
Estate Opportunities Trust and Centurion 

“In all of our 
core markets, 

rents have been rising 
strongly because 
house prices have 
gone to a level that 
people can no longer 
afford them. So people 
we would normally 
lose to buying a condo 
or a starter home 
are being forced 
into rentals”

 
 

Greg Romundt, Centurion Asset Management

Financial Trust offerings. Although he can 
foresee some tough times for stocks in the 
near future, Romundt is more confident 
when it comes to the property market. Mark 
Twain famously advised, “Buy land, they 
aren’t making it anymore,” and although he 
likely didn’t take into account interest rates 
or stringent lending criteria, it remains a 
valid point in 2018. 

“For all the talk of the new condos being 
built, all of those condos are full,” Romundt 
says. “The vacancy rates are exception
ally low, so rents have really accelerated. In 
Toronto last year, we were into double-digit 
growth. We are not building fast enough – 
we keep on tightening the mortgage rules, 
and prices are high. They just brought in 
the B-20 rules, which increases the interest 
rate that people have to qualify at, which will 
take 20% of would-be buyers out of the pool. 
All of that is feeding through to our rental 
growth rates.” 

-

Another factor to consider is that even if 
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REIT RETURNS VERSUS OTHER ALTERNATIVES

REIT return and volatility
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Source: Centurion Asset Management

the economy takes a nosedive, that doesn’t 
change people’s basic need for shelter. In 
fact, should a correction take place, funds 
like the Centurion Apartment REIT will 
likely prosper. 

“Commercial real estate, like apart
ment buildings, is different than houses 
and condos,” Romundt says. “The demand 
for rental apartments runs counter to the 
real estate market because when people 
are buying places, they aren’t renting. You 
start to see your margins and your revenues 
go up somewhat counter-cyclically to  
the economy.” 

-

While market-cooling efforts by provin
cial governments and the Bank of Canada 
have largely been in response to the over-
heated markets in Toronto and Vancouver, 
there is the rest of Canada to consider. As 
those two cities become unaffordable for 
many, the surrounding commuter belt 
expands. More people means increased 
demand for property, which, in the short 
term, will inevitably mean higher rents and 
better returns for real estate investors. 

-

“There has been a ripple,” Romundt says. 
“People can’t afford to buy an 800-square-
foot condo in Toronto, so they go to 
Mississauga, where they get a 700-square-
foot condo, or out to Hamilton, where it’s 
maybe 500 square feet. It’s the same thing 
with rents in Toronto, and it is happening 
everywhere. People might decide they can’t 
afford to live in Toronto anymore and move 
to Kitchener, but there’s not that many 
apartments in Kitchener, so it doesn’t take a 
lot for rents to be sucked up there too.” 

This isn’t necessarily a bad thing, in his 
opinion; rather, it is evidence of a robust 
market, and one he has every confidence in 
right now. 

“It’s not that we have a fundamental 
imbalance in supply and demand – if we did, 
we would have a market with empty build
ings, and it is all speculation,” Romundt says. 
“But the demand is there. Can the prices 
come down 10%? Absolutely, but I don’t 
think we are going to see a gigantic market 
wreck unless something dramatic happens 
with the economy.” 

-

“The demand for 
rental apartments 
runs counter to the 
real estate market 
because when people 
are buying places, 
they aren’t renting. 
You start to see 
your margins and 
your revenues go 
up somewhat 
counter-cyclically 
to the economy”

 

 

 

 

Greg Romundt, Centurion Asset Management
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PROTECT AND ENHANCE YOUR PORTFOLIO 
WITH CENTURION FINANCIAL TRUST 

With a minimum investment of $25,000, Centurion Financial Trust offers these 
key advantages to investors: 

~ Monthly distributions 
~ Capital preservation 
~ Growth potential 

~ Mitigated risks 
~ Diversification 
~ Easy investment options 

Visit CENTURION.ca 
or call 1-844-823-5389 
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*IMPORTANT INFORMATION: Actual results may differ and are not guaranteed. This advertisement is for information 
purposes only and is not, and under no circumstances, is to be construed as an invitation to make an investment in Centurion 
Financial Trust. For full disclaimer, please visit us online at www.centurion.ca or call 1-844-823-5389. 
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