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Introduction 

Real estate remains a cornerstone of wealth-building and diversification 

for many investors, offering the potential for income, appreciation, and 

inflation protection. There are more ways than ever to gain exposure—

ranging from hands-on property ownership to hands-off funds and private 

investments that don’t trade.

Real Estate Investing 

The different methods of investing in real estate come with their own 

unique set of trade-offs.   

Type Liquidity Diversification Minimum Management 
Required 

Tax 
Considerations 

Key Benefits 

Direct 
Ownership 

Low Low High High Depreciation, 
capital gains, 
property taxes 

Full control, 
potential for 
higher returns, 
tax benefits 

REITS 
(Public) 

High High Low None Dividends taxed 
as ordinary 
income 

Liquidity, 
diversification, 
steady income 

Real Estate 
ETFS/Funds 

High Very High Low None Dividends/Capital 
Gains Distribution 

Diversification, 
liquidity 

Private 
funds 

Very Low Medium High None Pass-thru Depr, K-
1 forms 

Potential high 
returns 

 Key Takeaways on Each Method 

• Direct Ownership (Landlord): Full control and potential for hands-on 

wealth-building, but comes with illiquidity, high costs, and the 

headaches of property management and tenant issues⁷. 

• REITs & Real Estate ETFs: Offer instant access to diversified portfolios 

of properties, high liquidity, and reliable income. They’re easy to 

buy/sell like stocks, but you give up control and are exposed to stock 

market swings³⁵. 
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• Private Real Estate Funds: Often used by accredited investors 

seeking higher returns and diversification away from public markets. 

They can be lucrative but are illiquid, complex, and come with higher 

fees and risks⁴². 

 

Points to Remember 

• No one-size-fits-all: The best real estate investment method depends 

on your goals, risk tolerance, time horizon, and desire for 

involvement. 

• Liquidity vs. Control: Direct ownership and private funds offer more 

control but tie up your money, while REITs and ETFs are liquid but 

less personal. 

• Diversification: Funds and ETFs spread risk across many properties 

and sectors, while direct ownership concentrates risk in one or two 

assets. 

• Fees and Complexity: Private deals and some platforms can have high 

fees and legal complexity. Always read the fine print. 

• Tax Treatment: Varies widely. Direct ownership and some private 

funds offer depreciation and other tax benefits; REIT dividends are 

taxed as ordinary income. 
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Disclosures: 

Investment Insights.com is a publisher of financial education content 
and is not a registered investment advisor, broker-dealer, or financial 
planner. The information provided on this website is for general 
informational and educational purposes only and does not constitute 
investment advice, a recommendation, or a solicitation to buy or sell 
any security. 

Model portfolios, mutual fund reviews, and ETF analyses reflect the 
views of the author at the time of publication. They are not tailored to 
any individual's financial situation, investment objectives, or risk 
tolerance. This content is illustrative in nature and should not be relied 
upon as a basis for making investment decisions. 

Investing involves risk, including the potential loss of principal. Past 
performance is not indicative of future results. Investment returns will 
fluctuate, and investors may receive more or less than their original 
investment upon redemption. 

ETF shares are bought and sold at market price (not NAV) and may 
trade at a premium or discount. Brokerage commissions and trading 
costs may apply. Diversification does not guarantee a profit or prevent 
loss. 

Before investing, investors should carefully review the fund’s 
prospectus, which includes information about investment objectives, 
risks, charges, and expenses. Prospectuses are available from the 
fund provider’s website and should be read carefully before investing. 

All information is provided “as is” without warranty of any kind. 
Although sources are believed to be reliable, accuracy and 
completeness are not guaranteed. Investment Insights.com does not 
offer personalized advice or establish a fiduciary relationship. Always 
consult a licensed financial professional before making investment 
decisions. 

This content is intended for U.S. residents and may not comply with 
legal requirements of jurisdictions outside the United States. 

For questions about this site or to report concerns, please contact us 
directly. 

 


