INVESTING INSIGHTS

THE CASE FOR GOING GLOBAL WITH REAL ESTATE INVESTING
The cliché about real estate is that it’s all about “location, location, location”. However, over the last
20 years or so, investors have seen their opportunities to invest in locations both more numerous
and further from home radically expand. Using a diversified portfolio of Real Estate Investment
Trusts (REITs), a single investor can potentially access thousands of properties across roughly
two dozen countries. While diversification is often touted as a potential benefit to any investment
strategy on its own merits, here we consider the question as to whether US investors are well
served by looking beyond domestic real estate in their portfolios.
Coming off nearly a decade of strong US stock and real
estate market returns and economic recovery, as well
as a significantly stronger US dollar over the last three
years, it is unsurprising that US REITs1 have outperformed
international REITs2 in absolute terms since 1990. However,
due to the fact that US and international REITs are not
perfectly correlated (less correlated historically than US3 and
international equities4, in fact), there has been a significant
diversification effect in owning a blended 50% US /50%
international mix of global REITs5 over that time period,
which results in a better risk-adjusted return compared to
a US-only real estate benchmark1 (see Exhibit 1).

Exhibit 1: US, International, and Global REIT Risk
and Return
Jan. 1, 1990–Dec. 31, 2016

US-only basket of REITs did experience higher average
returns, the higher volatility that strategy experienced resulted
in meaningfully worse returns than a more diversified
approach during the recent Global Financial Crisis (see
Exhibit 2). While downside variation is only one measure
of risk, it is a significant consideration for most investors.

Exhibit 2: US and Global REITs Worst 5-Year
Return Periods
Jan. 1, 1990–Dec. 31, 2016
Worst 5-Year
Return (annualized)

Return Period

US REITs1

-9.44%

Apr. 2004–Apr. 2009

Global REITs5

-7.24%

Apr. 2004–Apr. 2009

Source: Dow Jones, Standard & Poor’s, Gerstein Fisher Research

Annualized
Return (%)

Annualized
Standard (%)

Sharpe
Ratio

US REITs1

9.94%

19.49%

0.356

International REITs2

6.87%

15.43%

0.251

Global REITs5

8.73%

15.73%

0.364

Source: Dow Jones, Standard & Poor’s, Gerstein Fisher Research

To summarize what is shown in Exhibit 1, while the
global REIT portfolio (over this specific long-term period)
underperformed the US-only portfolio by roughly 1%
annualized, it also had almost 4% lower volatility, and
better overall risk-adjusted returns. Similarly, while the

It is also important to note that many (although not all) investors
already own significant US real estate exposure in the form of
homes, apartments, or other property. Diversification in their
liquid investment portfolios to include global REITs allows
for exposure to other economies, business and interest rate
environments, and currencies. In addition, global REITs (as
of this writing) have broadly lower market capitalizations,
“cheaper” valuations, and somewhat higher yields (see
Exhibit 3). These differences in key valuation characteristics
may also point to the possibility that the expected returns for
investors from the smaller-cap and lower-valuation global
REITs could be higher than those from US REITS alone.
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Exhibit 3: US and Global REIT Indexes Key
Characteristics Comparison
As of Feb. 28, 2017

Exhibit 4: Global REIT Risk and Return Comparison – Index
vs. Multi-Factor Approach
May 1, 2013–Mar. 31, 2017 (Since Fund Inception)

S&P US
REIT Index

S&P Global
REIT Index

Securities

157

416

Countries

1

24

P/E Ratio

29.64

20.34

P/B Ratio

2.39

1.73

$5.38 B

$3.29 B

3.90%

4.15%

Avg. Market Cap
Dividend Yield

Source: Standard & Poor’s, Gerstein Fisher Research

Using a quantitative, factor-based approach to managing
global REITs can offer additional benefits to investors. By
looking beyond a fully passive, size-weighted index approach
and incorporating strategic tilts towards profitability, price
momentum, and lower leverage, it is possible to manage
a portfolio that assumes targeted risks to potentially offer
better long-term returns (see exhibit 4). In fact, decades
of academic research on REITs has found evidence that
certain investment factors do have the ability to explain
the difference in average returns. For example, in 2003 a
team of professors (Chui, Titman and Wei) found evidence
of the tendency for REITs that have outperformed over the
past 12 months to outperform lower-performing securities.

Conclusion
By going global with their real estate investments, individuals
can access the expanded opportunity set associated with
a greater number of REIT securities to include in their

Annualized
Return (%)

Standard Sharpe
Deviation (%)
Ratio

FTSE EPRA/NAREIT
Developed Net Return Index

2.57%

12.59%

0.08

Gerstein Fisher Multi-Factor
Global Real Estate

4.67%

12.60%

0.25

Apr. 1, 2016–Mar. 31, 2017 (1-Year Trailing)
Annualized
Return (%)

Standard Sharpe
Deviation (%)
Ratio

FTSE EPRA/NAREIT
Developed Net Return Index

0.93%

10.78%

-0.05

Gerstein Fisher Multi-Factor
Global Real Estate

2.89%

9.96%

0.14

Performance data quoted represent past performance; past performance does not
guarantee future results. The investment return and principal value of an investment
will fluctuate so that an investor’s shares, when redeemed, may be worth more or less
than their original cost. Current performance of the fund may be lower or higher than
the performance quoted. Performance data current to the most recent month may be
obtained by calling 800-473-1155.
Total Annual Fund Operating Expense Ratio 1.01%
The Fund imposes a 1.00% redemption fee on shares redeemed within 60 days of
purchase. Performance data do not reflect the redemption fee. If they had, returns
would be reduced.
Sources: Morningstar, FTSE, Gerstein Fisher Research

portfolios, as well as the additional diversification benefits
associated with international investing. By managing global
REITs within a factor-based framework, we can seek to
maximize risk-adjusted returns in the asset class while
maintaining a diversified, disciplined portfolio.
To learn more about Gerstein Fisher’s Multi-Factor® Real
Estate Securities strategy, click here.

US REITs (unless otherwise specified) are measured using the Dow Jones US Select REIT Index. Index Definition: The Dow Jones U.S. Select REIT
Index intends to measure the performance of publicly traded REITs and REIT-like securities. The index is a subset of the Dow Jones U.S. Select Real
Estate Securities Index (RESI), which represents equity real estate investment trusts (REITs) and real estate operating companies (REOCs) traded
in the U.S. The indices are designed to serve as proxies for direct real estate investment, in part by excluding companies whose performance may be
driven by factors other than the value of real estate.
2
International REITs (unless otherwise specified) are measured using the S&P Global (ex. US) REIT Index. Index Definition: A member of the S&P
Global Property Index Series, the S&P Global REIT serves as a comprehensive benchmark of publicly traded equity REITs listed in both developed and
emerging markets.
3
US Equities (unless otherwise specified) are measured using the S&P 500 Index Index Definition: The S&P U.S. indices are designed to reflect the U.S. equity
markets and, through the markets, the U.S. economy. The S&P 500 focuses on the large-cap sector of the market; however, since it includes a significant portion
of the total value of the market, it also represents the market. Companies in the S&P 500 are considered leading companies in leading industries.
4
International Equities (unless otherwise specified) are measured using the MSCI EAFE Index. Index Definition: The MSCI EAFE Index (Europe,
Australasia, Far East) is a free float‐adjusted market capitalization index that is designed to measure the equity market performance of developed
markets, excluding the US & Canada. The MSCI EAFE Index consists of the following 21 developed market country indexes: Australia, Austria, Belgium,
Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain,
Sweden, Switzerland, and the United Kingdom.
5
Global REITs, unless otherwise specified, is a 50%/50% blended portfolio of the previously defined US and International REITs, rebalanced quarterly.
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This is a publication of People’s Securities, Inc. doing business as Gerstein Fisher.
Economic and market views and forecasts reflect Gerstein Fisher’s judgment as of the date of this presentation and are subject to change without
notice. Views and forecasts are estimated based on assumptions, and may change materially as economic and market conditions change. Gerstein
Fisher has no obligation to provide updates or changes to these views and forecasts. Certain information contained herein has been obtained from
third parties. While such information is believed to be reliable for the purpose used herein, Gerstein Fisher assumes no responsibility for the accuracy,
completeness or fairness of such information.
Past performance is not an assurance of future returns.
Gerstein Fisher is not soliciting any action based on this material. It is for general informational purposes only. It does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual investors.
This strategy and mutual fund investing involves risk. Principal loss is possible. Investments in foreign securities involve greater volatility
and political, economic, and currency risks, as well as differences in accounting methods. These risks are greater for emerging markets.
Small-, medium-, and microcapitalization companies tend to have limited liquidity and greater price volatility than large-capitalization
companies. Growth stocks typically are relatively more expensive than value stocks; however, value stocks have a lower expected growth
rate in earnings and sales. Options on securities may be subject to greater fluctuations in value than an investment in the underlying
securities. The investment in options is not suitable for all investors. The risks of investments in derivatives include imperfect correlation
between the value of these instruments and the underlying assets; risks of default by the other party to the derivative transactions; risks
that the transactions may result in losses that partially or completely offset gains in portfolio positions; and risks that the derivative
transactions may not be liquid. The Fund may engage in short sales of securities, which involve the risk that losses may exceed the original
amount invested. A REIT’s share price may decline because of adverse developments affecting the real estate industry, including changes
in interest rates. The returns from REITs may trail returns from the overall market. Additionally, there is always a risk that a REIT will fail to
qualify for favorable tax treatment. Unlike mutual funds, ETFs do not necessarily trade at the net asset values of their underlying securities,
which means an ETF could potentially trade above or below the value of the underlying portfolios. Additionally, because ETFs trade like
stocks on exchanges, they are subject to trading and commission costs, unlike open-end investment companies. High yield debt securities
(also known as “junk bonds”) that are rated below investment grade are subject to additional risk factors, such as increased possibility of
default, illiquidity of the security, and changes in value based on public perception of the issuer. Such securities are generally considered
speculative because they present a greater risk of loss, including default, than higher quality debt securities. Interest rates may go up,
resulting in a decrease in the value of the securities held by the Fund. Credit risk is the risk that an issuer will not make timely payments
of principal and interest.
Diversification does not assure a profit or protect against a loss in a declining market.

The Gerstein Fisher Multi-Factor® Real Estate Securities Fund’s investment objectives, risks, charges and expenses must be
considered carefully before investing. The statutory and summary prospectuses contain this and other important information
about the investment company and may be obtained by calling 1-800-473-1155, or visiting www.gersteinfisherfunds.com.
Read the prospectus carefully before investing.
Distributed by Quasar Distributors, LLC.
FTSE EPRA/NAREIT Developed Index: The index contains publicly quoted real estate companies that meet the EPRA rules in 21 countries throughout
Europe, North America & Asia
Price/Book: Compares a stock’s market value to its book value
Price/Earnings: Compares a stock’s market value to its earnings
Dividend Yield: Dividend expressed as a percentage of a current share price.
Sharpe Ratio: A measure that indicates the average return minus the risk-free return divided by the standard deviation of return on an investment.
Standard Deviation: A quantity calculated to indicate the extent of deviation for a group as a whole.
Correlation: A statistical measure of the degree to which the movements of two variables (stock/option/convertible prices or returns) are related.
The S&P U.S. REIT Index defines and measures the investable universe of publicly traded real estate investment trusts domiciled in the United States.
Market capitalization is calculated by multiplying the number of a security’s shares outstanding by its price per share. Mean market cap is calculated
by taking the geometric mean of the market capitalizations of the securities in an index.
The FTSE EPRA/NAREIT Developed Index is designed to track the performance of listed real estate companies and REITS worldwide. By making
the index constituents free-float adjusted, liquidity, size and revenue screened, the series is suitable for use as the basis for investment products, such
as derivatives and Exchange Traded Funds (ETFs).
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