
A Total Return Strategy Derived from Long-Term Contractual Cash Flows

As investors struggle to find attractive yield-generating opportunities
in a lower-for-longer interest rate environment, many are diversifying
into corporate real estate. But not all real estate is created equal.



The Net Lease Sector Thesis
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The Fundamental Income Net Lease REIT Strategy May Be AppropriateFor:

Total Return Strategies - The combination of current income with identifiable sources of growth may

make Net Lease REITs appropriate for investors seeking a Total ReturnStrategy.

 Diversified corporate tenants provide broad and diverse exposure to the U.Seconomy.

 Core Equity or Bond Alternative

Investors Seeking Income - With an income stream based on contractual lease obligations that must

be distributed to shareholders, Net Lease REITs may be appropriate for investors seeking income.

 Tenants pay most, if not all property expenses, making cash flows more predictable.

Real Estate Exposure – Net Lease REITs may be appropriate for investors seeking exposure to real estate.

 Net lease REITs are grouped by lease type, rather than concentrating on one propertytype
 Diversified property portfolios are comprised of all types of properties including by not limited to  

manufacturing facilities, distribution centers and grocery stores to restaurants, auto parts stores,  

child-care centers and gyms.
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Firm and Strategies
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• Fundamental Income was founded in Phoenix, Arizona to identify and create investment strategies rooted in 

solid, understandable fundamentals that are expected to generate sustainable income with predictable growth. 

• The firm’s principals have extensive experience in net lease real estate, capital markets and credit 

opportunities. 

• Inaugural strategy, the Fundamental Income Net Lease Real Estate Index (NETLXT) calculated by NASDAQ, to 

help define and track the rapidly expanding publicly-traded Net Lease Real Estate sector. The index launched 

and began live tracking December 21, 2018. 

The Fundamental Income Net Lease Real Estate strategy can be considered via:

1) Separately Managed Account (SMA) 

2) Exchange Traded Fund (ETF) launched by Exchange Traded Concepts  - NYSE: NETL



REIT Overview
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What are REITs?

REITs, or real estate investment trusts, are companies that own or finance income-producing real estate in a 

range of property sectors. Because most REITs operate as equity REITs when the market refers to REITs it is 

typically discussing equity REITs. Equity REITs are real estate companies that own or manage income producing 

properties – such as office buildings, shopping centers and apartment buildings – and lease the space to tenants. 

REITs are required to distribute a minimum of 90 percent of their income to shareholders in the form of dividends. 

Source: NAREIT

Investors typically approach REITs as a single 
asset class through REIT-focused mutual 
funds and ETFs which generally invest in a 
representative sampling of the entire REIT 
universe

Single Asset Class

Equity REITs are segmented by NAREIT into 
12 distinct property type sectors such as 
office, industrial, retail, residential, etc.

Property Types

REITs are a collection of businesses with a common tax qualification but fundamentally 
different return drivers and risk factors

Traditional Real Estate Property Types



CEM Benchmarking – Annual Net Returns
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Of 12 asset classes studied, publicly listed equity REITs had the second highest average annual net return over 

the 20-year period 1998-2017…10.9%. 

Source: CEM Benchmarking 2019 Study. Past Performance is not a guarantee of future results.



CEM Benchmarking – Correlations

6Source: NAREIT - NAREIT sponsored comprehensive look at realized investment returns across asset classes over a 20-year period (1998-2017)

Source: CEM Benchmarking 2019 Study
Past Performance is not a guarantee of future results. 

As highlighted in dark blue, REIT and unlisted real estate returns had relatively low correlations with bonds and 

listed equity returns. These relatively low correlations reflect the potential diversification benefits associated 

with the real estate asset class, whether REITs or unlisted real estate.
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Identifying a Unique Business Model
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Net Lease REITs focus on properties 
leased to individual companies

Single Tenants

Net Lease REITs generally lease 
properties on longer lease terms

Long-Term Leases

Tenant is responsible for most, if not 
all operating expenses, property taxes 
and insurance

Minimal Expenses

Total Equity REIT Market Cap

$1.1 Trillion

REIT Sectors - % of Total Equity Market Capitalization

Net Lease REITs as % of Total

8.6%

Note: NAREIT Sector Classifications; Net Lease REITs as defined by Fundamental Income; MSCI Holdings % as of Jan 31, 2020; Market Cap as of Feb 20, 2020



Net Lease Defined
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What are Net Lease REITs?

Net Lease REITs are real estate investment trusts which own portfolios of properties primarily leased to single 

tenants under long-term, net leases where the tenant is responsible for most, if not all operating expenses, 

property taxes, and insurance. The primary difference between the Net Lease real estate sector and other real 

estate sectors is that REITs in the Net Lease sector are defined and grouped by a business model centered 

around a lease type rather than a property type such as industrial, office, or retail.

Net Lease Sector Gross Assets

As defined by Fundamental Income NETLXT December 31, 2008 to December 31, 2019 CAGR – compound annual growth rate, LTM – last twelve months
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Market Overview – What is Net Lease?

Corporations still own the majority 
of their real estate presenting an 

acquisition pipeline for Net Lease =

>$3 Trillion Market

Convenience Stores Restaurants

Distribution Centers

Drug Stores

Movie TheatresHealth Clubs

Grocery Stores

Corporate Headquarters
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Net Lease REIT Sector Overview

$85B 
Market Capitalization

$148B 
Enterprise Value

23
Companies

$11.5B 
Annualized Revenue

40.7%
Debt/Enterprise Value

24,461
Properties

3.1%
Largest Weighted Tenant 

Concentration

14.8 years
WAvg. Remaining Lease Term

50
States

11.1x
Equity Cash Flow Multiple

7.8 years
WAvg. Debt Term Remaining

99.0%
Occupancy

10

~1.5%
Est. Annual Rent Growth

NOTE: It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments based on that index. Data from Capital IQ and  most 
recent constituent company filings including 10K’s, 10Q’s, earnings supplementals and investor presentations. Weights based on NETLXT proforma Index weightings as of 3/31/2020. Market data as 
of 3/31/2020 Sector data as defined by NETLXT, the  Fundamental Income Net Lease Real Estate Index.



NETLXT – Net Lease Index Methodology

~40% of Index
5 Companies

Leading the Strategy

~60% of Index 
18 Companies

Value > Growth
Small > Large

Top 5
8.00% Cap

Remaining Constituents
4.00% Cap

Non-
Diversified

IF
REIT > 50% to ONE Tenant
THEN
Capped at 12.50% Total
Capped at 3.50% per REIT

Concentration 
Constraint

Security Eligibility Criteria, Calculated by NASDAQ

 Must be classified as a Net Lease Real Estate security;

 Must be listed on NYSE, NASDAQ or NYSE Amex;

 Have a minimum worldwide market capitalization of $200 million;

 Have a minimum three-month average daily volume of 10,000 shares;

 Have a minimum free float of 20%

Passive, Rules-Based Index – Rebalances Quarterly

Fundamental Income defines Non-Diversified securities as securities of companies with more than half of its revenue being generated from one customer, tenant or obligor in the most recent quarter  
Launched 12/21/2018– Index Calculated by NASDAQ. Fundamental Income Real Estate Index, NETLXT as of 2/15/2020



Single Tenant v. Multi-Tenant Real Estate

Multi-TenantSingle Tenant (Net Lease)

Landlord
(REIT)

Tenant
(Operator)Lease

Rent $

Property 
Expenses

Repair & 
Maintenance

Capital 
Expenditures

Landlord
(REIT)

Tenant ARent $

Tenant B

Tenant C

Vacant Space 
%

Property 
Expenses

Repair & 
Maintenance

Capital 
Expenditures

Considerations

• Tenant Credit Quality

• How Important is the Property to the Tenant?

• Alternative Space Available

Considerations

• Operating Expenses

• Property Management 

• Rent Roll/Lease Maturities/Market Rent

• Alternative Space Available

• Local Supply/Demand Dynamics

12

Owning Properties Net Leased to Single Tenants Requires 
Minimal Management and Fewer Risks to Consider



Sector Margin Comparison
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Minimal Landlord Responsibilities Results in Higher Margins and More Consistent Cash Flow

Note: NAREIT Sector Classifications; Net Lease REITs as defined by Fundamental Income; Gross Margin and EBITDA Margin based on LTM results as of December 31, 2018 (Source: Capital IQ); Sector 
Margins represent averages of REITs in each Sector

REIT Sector – Gross Margin

REIT Sector – EBITDA Margin



Index – Constituents by Market Cap

NOTE: Data from Capital IQ and most recent constituent company filings including 10K’s, 10Q’s, earnings supplementals and investor presentations as of 3/31/2020. Weights based on
NETLXT Index weightings as of 3/31/2020. Market data as of 3/31/2020. Average Annual Return represents the period 12/31/2007 to 3/31/2020; for constituents not public on 12/31/2007,
the average annual return represents the period from date of IPO to 3/31/2020.
Past performance does not guarantee future results. Example provided for illustrative purposes only and does not represent the returns of any particular investment.

 The Fundamental Income Net Lease Real Estate Index (NETLXT) was built around a fundamental  

and repeatable business model that has performed for a longperiod.

 The constituents below are the 10 largest companies by market cap (of 23) that havehistorical  

track records which we believe demonstrate the consistency of thestrategy.

 Index Weighted Average Market Cap = $4.7billion

Mkt Cap 
Ranking Ticker Company Name

Index 
Weight

Year 
Public

Return 
Start Date End

Total 
Return

Enterprise 
Value Debt

Equity 
Market 

Cap

Avg 
Annual 
Return  

(Dec 2007 or 
IPO - Mar 

2020)

1 O Realty Income 7.9% 1994 12/31/07 3/31/20 243.5% 25,119$     8,056$        17,087$    10.6%
2 WPC W.P. Carey 8.4% 1998 12/31/07 3/31/20 274.6% 15,962$     6,146$        10,006$    11.4%
3 VICI VICI Properties 3.6% 2018 02/01/18 3/31/20 -10.1% 11,663$     4,883$        7,798$      -4.8%
5 GLPI Gaming & Leisure Properties 3.5% 2013 10/14/13 3/31/20 39.5% 11,856$     5,922$        5,960$      5.3%
6 NNN National Retail Properties 7.0% 1984 12/31/07 3/31/20 166.5% 8,883$       3,004$        5,535$      8.3%
4 VER VEREIT 6.1% 2011 09/07/11 3/31/20 -31.6% 11,218$     5,955$        5,268$      -4.3%
7 STOR STORE Capital 5.4% 2014 11/18/14 3/31/20 19.2% 7,940$       3,620$        4,419$      3.3%

10 STAG STAG Industrial 4.4% 2011 04/15/11 3/31/20 219.1% 5,154$       1,681$        3,349$      13.8%
16 SAFE Safehold 6.1% 2017 06/22/17 3/31/20 258.5% 4,586$       1,392$        3,215$      58.4%
11 MGP MGM Growth Properties 3.1% 2016 04/20/16 3/31/20 36.8% 11,959$     4,676$        3,109$      8.3%

Total - Top 10 55.4% 12 yrs 114,339$  45,335$      65,746$    
Weighted Average - Top 10 6,751$       2,600$        4,053$      



Net Lease REIT Return Framework

Dividend Yield
Existing Portfolio 

Rent Growth
External Growth Total Return+

Dividend Yield

Retained Cash Flow 
Reinvestment

Internal Growth

Portfolio Rent Growth External GrowthReinvested Cash

15
Note: Yield quoted from Index, NETLXT. Data from Capital IQ and constituent company filings as of 12/31/19. Market data based on Fundamental Income NETLXT Index holdings as of 3 /31/20
*In-place leverage is at the individual security / constituent level and refers to the effect of increased rent growth as a result of company leverage. The fund is unlevered and long only.

• Existing Portfolios aim  
to generate equity  
cash flow to pay  
consistent dividends

• Weighted Avg. Index
Dividend Yield = 7.3%
(as of 3/31/20)

• Existing REIT 
Portfolios generate 
weighted average 
equity cash yield of
9.0% at the 
company level

• Companies retain an  
average of  
approximately 20% of  
equity cash flow  
primarily to reinvest in  
new properties

• Existing Portfolios have  
leases which typically  
have contractual rent  
escalators of >1%

• In-place leverage at the
REIT level may result in
over 1.5% Rent Growth*

• Net Change in Rent Due  
to Lease Expirations or  
Credit Losses

• Net Lease REITs  
trading at equity yields  
less than the equity  
yields they are able to  
invest at can raise new  
equity capital that is  
accretive to existing  
shareholders

• Corporate real estate  
owned by operating  
companies >$3T which  
offers ample growth  
opportunities for Net  
Lease REITs



Investment Strategy

 First Net Lease Real Estate ETF

 Total Return = Sustainable Yield + Identifiable Growth

 Transparent & Tradeable

 Long Term Contractual Corporate Cash Flow

 Qualified Dividends, Quarterly distributions, NO K-1s

Ticker NETL

Exchange NYSE Arca

Index Calculator NASDAQ

Administrator US Bank

Lead Market Maker Jane Street

30-Day SEC Yield 6.46%   (as of 3/31/2020)

Distributions are based on dividends paid by underlying constituents and are not guaranteed by the fund. Gross Expense Ratio:0.60%. 



17
Note: Based on constituent disclosures in most recent company filings including 10Ks, 10Qs, supplementals and presentations. Weights based on NETLXT as of 3/31/2020. Ratings represent tenant
ultimate parent company ratings (Source: Capital IQ). Tenants and companies listed above are not affiliated with NETL and provide no investment in or endorsement of the strategy and are solely listed
as companies that are tenants of the publicly traded holdings of the companies in NETL. The corporations listed do not support or endorse the ETF, website, or the broker-dealer named.

Highly Diversified Portfolio 
- Representative Top 100 Tenants



18
Note: Industry disclosed in constituent company filings categorized according to Fundamental Income industry classification. Based on constituent disclosures in most recent company filings including
10Ks, 10Qs, supplementals and presentations. Weights based on NETLXT weights as of 3/31/2020.

Highly Diversified Portfolio
- Tenant Industries
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0.0% - 0.5%

0.6% - 2.0%

2.1% - 3.5%

3.6% - 5.0%

Greater than 5.0%

CA

OR

NV

WA

ID

AZ

UT

MT

WY

CO

ND

NM

SD

NE

KS

OK

TX

MN
WI

IA

AR

MI

MO

IL IN

KY

LA

MS

TN

GA
AL

FL

AK

HI

SC

NC

VAWV

OH

PA

NY

VT

NH

ME

MA

CT

NJ

DE
MD

RI

Highly Diversified Portfolio
- Geographic Diversity

Note: Industry disclosed in constituent company filings categorized according to Fundamental Income industry classification. Based on constituent disclosures in most recent company filings including
10Ks, 10Qs, supplementals and presentations. Weights based on NETLXT weights as of 3/31/2020.

Rank State % of Index
1 Texas 8.4%
2 New York 6.5%
3 Ohio 4.7%
4 Michigan 4.2%
5 Florida 4.1%
6 Illinois 4.1%
7 California 4.0%
8 Pennsylvania 3.5%
9 Nevada 3.4%

10 Georgia 2.8%
11 Indiana 2.5%
12 Hawaii 2.5%
13 Tennessee 2.4%
14 New Jersey 2.4%
15 North Carolina 2.0%
16 South Carolina 1.9%
17 Missouri 1.9%
18 Arizona 1.8%
19 Massachusetts 1.8%
20 Virginia 1.8%
21 Maryland 1.5%
22 Mississippi 1.4%
23 Louisiana 1.3%
24 Minnesota 1.2%
25 Colorado 1.2%
26 Wisconsin 1.2%
27 Alabama 0.8%
28 District of Columbia 0.7%
29 Kentucky 0.7%
30 Iowa 0.6%

Top 30 States 77.2%
Other & 20 U.S. States 17.9%
Total US 95.2%
International 4.8%
Total 100.0%



CEM Benchmarking –
Volatility & Risk Adjusted Returns

20Source: NAREIT - NAREIT sponsored comprehensive look at realized investment returns across asset classes over a 20-year period (1998-2017)

Source: CEM Benchmarking 2019 Study
Past Performance is not a guarantee of future results. 

Outside of fixed income, REITs had the highest Sharpe ratio measuring 0.44, reflecting their historically high 

returns and just above average volatility. 



21Source: NAREIT - NAREIT sponsored comprehensive look at realized investment returns across asset classes over a 20-year period (1998-2017)

Source: CEM Benchmarking 2019 Study
Past Performance is not a guarantee of future results. 

As the figure below indicates, REITs have comparable volatilities to and have provided better risk-adjusted 

returns than any other style of real estate. 

CEM Benchmarking –
Volatility & Risk Adjusted Returns



Co-Founders and Managing Partners
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Mr. Burbach brings a wealth of net lease investment experience and a proven record of executive success with
some of the biggest names in the Net Lease REIT space.
• Former Executive Vice President of Underwriting for STORE Capital Corporation (NYSE: STOR), 2012-2019

• Led underwriting of ≈ $12 billion in net lease investments, including $7.5 billion+ in closed transactions
• Investment Committee Member (2012-2019) and Chairman (2017-2019)
• Jointly led numerous aspects of STORE’s capital markets activities including corporate capital strategy,

corporate credit ratings
• Oversaw issuance of $725 million in investment-grade corporate unsecured notes and over $2 billion in

asset-backed notes (including A+ and AAA rated notes)
• Former Vice President of Investment Management, Vice President of Underwriting for Spirit Finance

Corporation (2006-2012)
• Led underwriting team and oversaw investments of $3.5 billion real estate portfolio
• Jointly led corporate capital strategy and planning.

• Education: B.S. in Finance, Santa Clara University; M.B.A., W.P. Carey School of Business at Arizona State
University; CFA® charterholder

Chris Burbach, CFA
Co-Founder, Fundamental Income 

Alexi Panagiotakopoulos
Co-Founder, Fundamental Income 
Mr. Panagiotakopoulos brings extensive origination, underwriting and structuring experience in credit-oriented
investments and recapitalizations.
• Former Managing Director of Strategic Initiatives for SMS Financial, a private distressed debt firm and FDIC joint

venture partner, 2013-2019
• Managed team responsible for acquisition, recovery and servicing of $940 million+ in commercial debt

across all asset classes.
• Jointly managed all aspects of new business development, acquisitions and dispositions, revenue

partnerships, capital placement opportunities, portfolio management and underwriting.
• Former credit and underwriting specialist for STORE Capital Corporation (NYSE: STOR), 2012-2013

• Personally underwrote and authored memoranda on over $550 million of net lease investments
• Sourced, recruited, hired, trained and jointly managed initial Credit and Underwriting staff

• Education: B.S. in Finance, Magna Cum Laude, W.P. Carey School of Business at Arizona State University



Disclosures
Carefully consider the Fund’s investment objectives, risk factors, charges and expenses before investing. This and additional information can be
found in the Fund’s prospectus, which may be obtained by visiting www.netleaseetf.com. Read the prospectus carefully beforeinvesting.

Investments involve risk. Principal loss is possible. The fund may trade at a premium or discount to NAV. Shares of any ETF are bought and sold  
at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions will reduce returns. The Index, and  
consequently the Fund, is expected to concentrate its investments in real estate companies. As a result, the value of the Fund’s shares may rise  
and fall more than the value of shares of a fund that invests in securities of companies in a broader range of industries. The Fund will be  
considered to be non-diversified which may increase the Fund’s volatility and cause the performance of a relatively smaller number of issuers to  
have a greater impact on the Fund’s performance.

Investments in real estate companies and REITs involve unique risks, including limited financial resources, they may trade less frequently and in  
limited volume, and they may be more volatile than other securities. In addition, securities in the real estate sector are subject to certain risks  
associated with direct ownership of real estate and the risk that the value of their underlying real estate may go down. Companies in the Net  
Lease Real Estate sector may be affected by unique factors related to leasing properties to single tenants including dependence on the financial  
performance of its’ tenants and lease terms related to rent escalations based on economic measurements. The fund may invest in foreign  
securities which involves political, economic and currency risks, differences in accounting methods and greater volatility. Investments in small  
and mid-sized companies have historically been subject to greater investment risk than large companystocks.

Fund holdings and allocations are subject to change and should not be considered recommendations to buy or sell any security.

Past performance does not guarantee future results.

Opinions expressed are subject to change at any time, are not guaranteed, and should not be considered investment advice.

Any tax or legal information provided is merely a summary of our understanding and interpretation of some of the current income tax regulations  
and it is not exhaustive. Investors must consult their tax advisor or legal counsel for advice and information concerning their particular situation.  
Neither the Funds nor any of its representatives may give legal or tax advice.

NETL is distributed by Quasar Distributors,LLC.



Disclosures

CEM Benchmarking Study reviews Standardized Aggerate Asset Class Net returns for U.S. Defined Benefit Pension Funds, detailed in chart below.

Correlation: the statistical measure of how two securities move in relation to each other.
Cash Flow: the net amount of cash and cash-equivalents being transferred into and out of a business.
EBITDA: earnings before interest, taxes, depreciation, and amortization, is a measure of a company's overall financial performance.
Enterprise Value: a measure of a company's total value, often used as a more comprehensive alternative to equity market capitalization.
Debt/Enterprise Value: a ratio of a company’s total debt as a function of total enterprise value
Equity Cash Flow Multiple: a ratio expressing an investment’s price relative to its expected annual yield at a static point in time.
Weighted Average Debt Term Remaining: the weighted average amount of time until a debt matures or comes due for payment.
Sharpe Ratio: the difference between the returns of an investment and the risk-free return, divided by the standard deviation of the investment.
Volatility: a statistical measure of the dispersion of returns for a given security or market index.
REITS: a real estate investment trust (REIT) is a company that owns, and in most cases operates, income-producing real estate
Internally Managed Direct: in an internal management structure, a company’s own officers and employees manage the portfolio of assets.
Valued Added / Opportunistic: investments that typically target properties that have in-place cash flow, but seek to increase that cash flow over
time by making improvements to or repositioning the property.
Fund of Funds: a pooled investment fund that invests in other types of funds.
Private Equity: an alternative investment class and consists of capital that is not listed on a public exchange.
US Small Cap: corporations that have market capitalizations between $300 million and $2 billion.
US Large Cap: corporations that have market capitalizations of $10 billion or greater.
Non-US Equities: stock of a corporation outside the United States.
Private Real Estate: non-listed investments in real estate or real estate related funds.
Real Assets: an investment asset class that covers physical assets such as real estate, energy and infrastructure.
Non-US Bonds: bond or fixed income securities outside of the United States, issued in the native currency.
US Broad Bonds: bond or fixed income securities in the United States, issued in domestic currency.
Hedge Funds: alternative investments using pooled funds that employ different strategies to earn active return, or alpha, for their investors.



Disclosures

NETLease Corporate Real Estate ETF – NETL Top 10 Holdings as of March 31, 2020

Description Ticker CUSIP Shares Market Value % of Net Assets

W. P. CAREY INC. WPC 92936U109 49,388        2,868,455.04$         8.37%

REALTY INCOME CP O 756109104 53,765        2,680,722.90$         7.82%

NATIONAL RETAIL PROP NNN 637417106 73,918        2,379,420.42$         6.94%

SAFEHOLD INC SAFE 78645L100 33,105        2,093,229.15$         6.11%

VEREIT, INC. CMN VER 92339V100 422,210      2,064,606.90$         6.02%

INNOVATIVE INDS PPTY IIPR 45781V101 24,350        1,848,895.50$         5.39%

LEXINGTON REALTY TRU LXP 529043101 185,955      1,846,533.15$         5.39%

STORE CAPITAL CP STOR 862121100 101,215      1,834,015.80$         5.35%

AGREE REALTY CP ADC 008492100 27,546        1,705,097.40$         4.97%

INDTL LOGI PT SH BEN ILPT 456237106 95,210        1,669,983.40$         4.87%



Contact Us to Learn more

www.fundamentalincome.com

602-441-3200


