
F
o r  i n v e s t o r s ,
real estate in-
vestment trusts,
or REITs, can be

a tough place to be.
Since 2003, they’ve

been hit hard on not a few
o c c a s i o n s ,  w i t h  t h e
iShares S&P/TSX Capped
REIT Index Fund (XRE-
TSX, $17.22) tumbling roughly 20
per cent in both 2004 and 2013.

Moreover, between 2007 and
2009, the index was cut in half.
And although REIT fans may have
found that a buy-and-hold ap-
proach worked well over the long
term, they still got a bumpy ride
along the way.

In fact, had I bought and held
on to REITs during that time, I
would have had a heart attack —
and, likely more than once!

But I’m not the type of guy
able to grin and bear it under such
circumstances. So, I never
thought of joining the buy-and-
hold crowd.

Despite the sector’s volatility,
an investor who believes in tech-
nical analysis shouldn’t ignore the
opportunities such choppiness
now presents.

Keep in mind that Canadian
REITs typically do best during the
spring and summer months.

But before going any further,
let’s revisit the iShares fund.

It’s now pulling back to a sig-
nificant level of past resistance,
that is, a new level of support on
its chart.

Should the fund successfully

test the $16.25–$16.50
zone, it could return to its
recent resistance point of
$17.50 a share, or go even
higher.

But before buying the
fund, investors should
wait for positive confirma-
tion by those momentum
oscillators, such as RSI and

Stochastics, that are now falling.
Here at ValueTrend, we don’t

own the iShares fund, or any sin-
gle real estate investment trust.

But we are thinking of buying
a REIT or two, or even taking a po-
sition in the fund itself, if the lat-
ter breaks out of its support level.

One real estate investment
trust we’re now eyeballing is
Toronto-based Allied Properties
REIT (AP.UN-TSX, $40.64).

An owner of class one office
property — mainly in Montreal

and Toronto — Allied also boasts
properties that are just coming on-
line, having recently completed
some redevelopment and intensi-
fication in the Ontario capital.

True, the company does own
properties in both Edmonton and
Calgary, two cities that are likely
to take a whack from the plunge
in petroleum prices.

But with less than 15 per cent
of its holdings there, Allied is
comparatively safe. Nonetheless,
if this is a concern for investors, it
shouldn’t be overlooked.

Still, Allied is a superior-run
organization — one that trades at
a premium to its net asset value.
Moreover, at roughly four per
cent, its yield is strong.

From a technical standpoint,
its shares are now consolidating
between $38 and $41. So, a break-
out north of $41 would likely sig-

nal a new upside.
Another real estate investment

trust we’re looking is Cominar
REIT (CUF.UN-TSX, $19.18),
which is based in Quebec City.

Not only is Cominar the biggest
owner of commercial property in
Quebec, it’s one of the biggest di-
versified REITs in Canada.

Cominar bulked up last year,
buying $1.6 billion worth of assets
from Ivanhoe Cambridge, the real
estate arm of the Caisse de depot
et placement du Quebec.

So, the REIT’s comparatively
high debt load may be a red flag to
some investors.

Debt level is high

Indeed, Cominar’s debt level
tops that of many other real estate
investment trusts. Moreover, a
big chunk of the company’s prop-
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erties are in Quebec. So its geo-
graphical diversification is slight.

Yet, unlike Allied, Cominar has
only minimal exposure to West-
ern Canada. Moreover, its divi-
dend, we believe, is safe.

In addition, Cominar is
helmed by Michel Dallaire, a gent
who’s not only very knowledge-
able, but who’s well respected as
a real estate entrepreneur.

Then, too, there’s a good
chance the REIT’s shares will ap-
preciate in value. In addition,
their yield, now over 7.5 per cent,
is obviously very strong.

For its part, Cominar has been
stuck in an 18-month trading
range — largely around $19.50 a
share. So, a breakout, from a tech-
nical perspective, would clearly
suggest significant upside.

Another real estate invest-
ment trust worth looking at?

Chartwell Retirement Resi-
dences (CSH.UN-TSX, $12.41).

Based in Mississauga, Ont.,
Chartwell is a premier operator of
retirement residences in Canada.

Having just inked a deal to sell
its U.S. assets, Chartwell will pay
off its U.S. mortgage debt, effec-
tively making the company a
purely Canadian owner/operator.

The sale should also make
Chartwell safer, given that it will
no longer face a big risk on foreign
exchange, or the risk of refinanc-
ing in U.S. dollars.

After paying down its debt, the
REIT is still expected to have $400
million, enabling it to concentrate
on its Canadian projects and even
hit the acquisitions trail.

Now yielding roughly 4.5 per
cent, Chartwell has been in an up-
trend since 2013.

And its recent pullback to that

trendline around $12 a share is an
excellent entry point for long-
term investors.

If stock markets do retreat over
the next few months, REITs may
be a good place to park cash, giv-
en that they’re more stable than
cyclical, or higher-growth sectors.

To ride out any storm, money
always seeks stocks with a low beta,
which is a measure of comparative
volatility to the market. Some in-
vestors call this a flight to safety.

Rates are influential

REITs themselves often pig-
gyback on interest rates. So, if
rates largely stay the same over
the next few months, this sector,
n o w  o v e r s o l d ,  m a y  s t a g e  a
comeback rally as investors seek
returns through income-orient-
e d  s e c u r i t i e s ,  r a t h e r  t h a n

through corporate equity.

Keith Richards, who’s based in
Barrie, Ont., is portfolio manager
of Value Trend/Wealth Manage-
ment. Keith will be speaking on
technical analysis at the Rich-
mond Hill Central Library, 1
Atkinson St., Richmond Hill, Ont.,
on Thur., April 16 at seven p.m.
The title of his talk is “Win by not
losing: using the power of techni-
cal analysis to profit in uncertain
markets.”  Admission is free. Keith
will also be appearing on BNN’s
Market Call, the network’s hour-
long call-in show, on Mon., April
20, at six p.m. EDT. Call toll-free
during the show at 855-326-6266
with your questions on technical
analysis. Or, e-mail your queries
to Keith ahead of time to market-
call@bnn.ca. Specify that your
questions are for Keith.
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