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INTRODUCTION 

LIQUIDITY 
 

PUBLIC AND PRIVATE REAL ESTATE:  EXPLORING TRADE-OFFS 1 

CUMULATIVE TOTAL RETURN COMPARISON 1Q06-3Q11 

Equity REIT performance measured by the FTSE Equity REIT Total Return Index.  NFI-ODCE is 

the NCREIF Fund Index for Open-End Diversified Core Equity.  Cumulative total returns are 

presented before management fees. 
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RETURNS 

Since 1991, private real estate produced almost 

two times the return per unit of risk compared to 

public real estate. 

TOTAL RETURN, RISK, AND RISK-ADJUSTED PERFORMANCE 

 Annual Total Return Standard  Deviation Sharpe Ratio 

Private Real Estate 7.62% 5.19% 0.50 

REITs 10.42% 20.72% 0.26 

S&P 500 7.64% 16.56% 0.16 

Barclays  

Aggregate Bond Index 
6.71% 3.99% 0.42 

Analysis from 4Q1991 to 3Q2011.  Private real estate represented by the NCREIF Property Index (NPI).  REIT performance measured by the FTSE Equity REIT Total Return index.  

 

PUBLIC AND PRIVATE REAL ESTATE:  EXPLORING TRADE-OFFS 



 

ASB REAL ESTATE INVESTMENTS  JANUARY 2012 

PUBLIC AND PRIVATE REAL ESTATE:  EXPLORING TRADE-OFFS 3 

DIVERSIFICATION 

VALUATION 

Real estateõs diversification advantages are 

stronger with direct investment vehicles as  

compared to REITs. 

THE CORRELATION OF REITS WITH OTHER ASSET CLASSES:  

HOLDING PERIODS FROM 1-10 YEARS 

Source: Cass Business School 
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TRANSPARENCY 

VALUE 

Higher NAV premiums are significantly correlated 

to negative future REIT returns. 


