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Why Real Estate? 

Real estate is tangible property consisting of land and improvements (buildings). Real estate can be divided into two 
categories: commercial and residential. Commercial real estate refers to the direct ownership of income-producing properties 
including industrial/warehouse, office, and retail buildings, as well as segments such as medical office and self-storage. 
Although technically residential, rental apartments (including student housing) are also often classified as commercial real 
estate. 

Real estate can be accessed in both the public and private markets. Private real estate investment is the direct purchase of 
real estate. Real Estate Investment Trusts (REITs) are public or private (listed or non-listed) vehicles that invest across a 
portfolio of properties. In the U.S., including public and private real estate debt and equity, the institutional real estate market 
is estimated to total $6.2 trillion.1 Focusing on U.S. real estate equity only (public and private), there is an estimated $1.8 
trillion held by investors.2 This figure would increase significantly if owner-occupied properties were included. 
 
Today, U.S. commercial real estate is a significant component of the overall investable universe and should be considered 
alongside stocks, bonds and cash. On average, institutions generally target an allocation to commercial real estate greater 
than 10%, while individuals tend to have a limited allocation to the asset class.3 According to modern portfolio theory, excluding 
real estate is tantamount to making an active bet against the asset class.  
 
Commercial real estate should be considered in a well-balance multi-asset portfolio for the following reasons:  

1) Risk-adjusted returns: Commercial real estate outperformed both stocks and bonds over the past 20 years while 
realizing lower volatility than stocks.4  

2) Reliable income: Commercial real estate may be accretive to portfolio income, generating outsized yields relative 
to both stocks and bonds. Over the past 20 years, commercial real estate has produced an annual yield of 4.3%5 
versus 1.9% and 3.9% for stocks and bonds, respectively.6  

3) Diversification: Commercial real estate has exhibited low or even negative correlations to major asset classes over 
the past 20 years.7 

4) Potential hedge against Inflation: As a hard asset whose value tends to increase with replacement cost over the 
long term, commercial real estate provides a potential hedge against inflation.8  

 
1 Pension Real Estate Association (PREA). As of September 2018. 
2 Pension Real Estate Association (PREA). As of September 2018. 
3 Pension Real Estate Association (PREA). As of July 2017. 
4 NCREIF Property Index (Commercial Real Estate); S&P 500 Total Return (Stocks); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (Bonds). As 
of December 2018. 
5 Private real estate dividend (cash flow) calculated as income less capital expenditure. 
6 NCREIF Property Index (Commercial Real Estate); S&P 500 Total Return (Stocks); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (Bonds). As 
of December 2018. 
7 NCREIF Property Index (Commercial Real Estate); S&P 500 Total Return (Stocks); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (Bonds). As 
of December 2018. 
8 U.S. Bureau of Labor Statistics (Inflation); NCREIF Property Index (Commercial Real Estate). As of December 2018. 
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1 / Risk-adjusted return profile  

Commercial real estate offers an attractive return profile. Since 1978, unleveraged private real estate equity measured by the 
National Council of Real Estate Investment Fiduciaries (NCREIF) Property Index has generated a total return of 9.2%, 
composed of a 4.8% dividend return9 and 4.4% appreciation return.10  

As a hard asset with appraisal-based valuations and relative illiquidity, real estate has historically reacted more gradually to 
changing economic conditions than public (listed) markets. Further, commercial real estate outperformed both stocks and 
bonds over the past 20 years while realizing lower volatility (risk) than stocks (exhibit 1). As a result, commercial real estate 
generally produced a more attractive risk-adjusted than stocks, bonds or cash over that time frame.11 

Over the next 10 years, DWS as part of its Long View anticipates that commercial real estate may outperform bonds and 
produce returns comparable to stocks.12 As an asset class with historically lower relative volatility, commercial real estate 
remains an attractive investment for strong risk-adjusted returns.  

EXHIBIT 1: U.S. ASSET CLASS RISK AND RETURNS (1999-2018)  

 
Sources: Federal Reserve 90-day Treasury Bill (Cash); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (U.S. Bonds); S&P 500 Total Return (U.S. 
Stocks); FTSE/NAREIT All Equity REITs Total Return Index (Listed REITs); NCREIF Property Index (Private Real Estate). As of December 2018. 

 
 

 
9 Note: Dividend return (cash flow) calculated as income return less capital expenditure. 
10 NCREIF Property Index (NPI). As of December 2018. 
11 Federal Reserve 90-day Treasury Bill (Cash); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (U.S. Bonds); S&P 500 Total Return (U.S. 
Stocks); FTSE/NAREIT All Equity REITs Total Return Index (Listed REITs); NCREIF Property Index (Private Real Estate). As of December 2018. 
12 DWS Multi-Asset Long View. Published January 2019. 
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2 / Potential for Reliable income 

Commercial real estate produces cash flows in the form of rental income. Due to the bond-like nature of lease obligations, 
commercial real estate generally generates reliable streams of income from long and stable tenant leases. Historically, income 
has been an essential component of the attractive long-term total returns produced by commercial real estate. Since 1999, 
48% of the total returns from unleveraged private real estate have come in the form of dividends (income return less capital 
expenditures).13,14 Further, over the past 20 years, the annual dividend return generated from unleveraged private real estate 
has been more than twice that of stocks and 40 basis points higher than bonds (exhibit 2).15 

Lease rollover, changes in occupancy and changes in market rents provide commercial real estate owners the opportunity to 
grow incomes. Real estate investments have the potential to deliver steady cash flow with dividends that are distributable to 
investors monthly, quarterly or annually. 

EXHIBIT 2: AVERAGE ANNUAL DIVIDEND AND APPRECIATION BY ASSET CLASS (1999-2018) 

 
Sources: Federal Reserve 90-day Treasury Bill (Cash); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (U.S. Bonds); S&P 500 Total Return (U.S. 
Stocks); FTSE/NAREIT All Equity REITs Total Return Index (Listed REITs); NCREIF Property Index (Private Real Estate). As of December 2018.  

 
 

 
13 National Council of Real Estate Investment Fiduciaries (“NCREIF”). As of December 2018. 
14 NCREIF (Private Real Estate). As of December 2018. Note: Private real estate dividend (cash flow) calculated as income less capital expenditure. 
15 NCREIF Property Index (Private Real Estate); S&P 500 Total Return (Stocks); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (Bonds). As of 
December 2018. 
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3 / Potential for Diversification 

Real estate, specifically private real estate, has historically demonstrated a low correlation to stocks and bonds (exhibit 3). 
Low correlations are due to several factors, including the influence of non-macroeconomic performance drivers (e.g., 
construction pipelines and mortgage markets) and the smoothing effect of extended leases on property cash flows. Periodic 
appraisal-based valuations lend further stability relative to transactions-based market pricing. Accordingly, the addition of real 
estate has the potential to lower a multi-asset portfolio’s volatility and enhance its risk-adjusted return.  

EXHIBIT 3: ASSET CLASS CORRELATIONS (1999-2018) 

 GDP INFLATION CASH U.S. BONDS U.S. STOCKS LISTED REITS PRIVATE REAL 
ESTATE 

GDP 1.00       

INFLATION 0.36 1.00      

CASH 0.54 0.36 1.00     

U.S. BONDS -0.26 0.04 -0.32 1.00    

U.S. STOCKS 0.58 0.02 0.47 -0.47 1.00   

LISTED REITS 0.44 0.18 0.35 0.15 0.54 1.00  

PRIVATE REAL 
ESTATE 0.67 0.53 0.66 -0.18 0.27 0.26 1.00 

Sources: U.S. Bureau of Economic Analysis (BEA): National Income and Product Accounts (GDP); Consumer Price Index (Inflation); Federal Reserve 90-day 
Treasury Bill (Cash); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (U.S. Bonds); S&P 500 Total Return (U.S. Stocks); FTSE/NAREIT All Equity 
REITs Total Return Index (Listed REITs); NCREIF Property Index (Private Real Estate). As of December 2018. May not be indicative of future results.  

 
 
 
 
 
 
 
 
 
 
 
 
 
Diversification neither assures a profit nor guarantees against loss. 
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4 / A potential hedge against inflation  
Over the long term, commercial real estate has historically provided a hedge against inflation in both income and pricing.  

Lease contracts may include inflationary rent escalators. Additionally, leases which are periodically reset or negotiated 
adjust rents to market fundamentals of supply and demand. Due to these factors, commercial real estate net operating 
income (NOI) growth has historically kept pace with inflation (exhibit 4).  

Second, commercial real estate prices have also historically tracked inflation (exhibit 4). On an annualized basis, real estate 
prices have outpaced inflation over the past 10-, 20-, and 30 years.16 Drivers which enable real estate prices to adjust to 
inflation include the cost of construction (in the form of labor and materials) and changes in land values. Overall, fluctuations 
in replacement cost result in the change of property values. 

EXHIBIT 4: COMMERCIAL REAL ESTATE PRICES AND INCOME GROWTH PACE INFLATION (1989 – 2018) 

 
Sources: U.S. Bureau of Labor Statistics (Inflation); NCREIF (Net Operating Income and Private Real Estate Prices).  As of December 2018. May not be indicative 
of future results.  

 
 
 
 
 
 
16 NCREIF Property Index (Price Change); U.S. Federal Reserve Board (Inflation). As of December 2018 
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Definitions 

The consumer price index (CPI) measures the price inflation as a percentage, year over year, of a basket of products and 
services that is based on the typical consumption of a private household.  
 
The gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a country's 
borders in a specific time period. Real Estate Risk Factors 
 
A hedge is an investment to reduce the risk of adverse price movements in an asset. 
 
Inflation is the rate at which the general level of prices for goods and services is rising and, subsequently, purchasing power 
is falling. 
 
Net operating income (NOI) equals all revenue from a property minus all reasonably necessary operating expenses. 
 
 
A Real Estate Investment Trust (REIT) is a company that owns, and in most cases, operates income-producing real estate. 
REITs sell like a stock on the major exchanges and invest in real estate directly, either through properties or mortgages. 
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Appendix 
 
 
 

ROLLING 12-MONTH TOTAL RETURNS 

 12/31/2018-
12/31/2017 

12/31/2017-
12/31/2016 

12/31/2016-
12/31/2015 

12/31/2015-
12/31/2014 

12/31/2014-
12/31/2013 

NCREIF Property Index 6.71% 6.98% 7.97% 13.33% 11.26% 

FTSE/NAREIT All Equity REITs 
Total Return Index -4.04% 8.67% 8.63% 2.83% 28.03% 

S&P 500 Total Return -4.38% 21.83% 11.96% 1.38% 13.69% 

Bloomberg/Barclays U.S. Aggregate 
Bond Total Return Index 0.01% 3.54% 2.65% 0.55% 5.97% 

90-Day Treasury Bill 1.98% 0.96% 0.31% 0.04% 0.02% 

 2/28/2019 -
2/28/2018 

2/28/2018 -
2/28/2017 

2/28/2017-
2/28/2016 

2/28/2016-
2/28/2015 

2/28/2015-
2/28/2014 

FTSE/NAREIT All Equity REITs 
Total Return Index 19.61% -6.13% 17.73% -3.97% 21.88% 

S&P 500 Total Return 4.68% 17.10% 23.97% -5.43% 15.51% 

Bloomberg/Barclays U.S. Aggregate 
Bond Total Return Index 3.17% 0.51% 1.56% 1.36% 5.05% 

90-Day Treasury Bill 2.12% 1.12% 0.35% 0.09% 0.02% 

Sources: Federal Reserve 90-day Treasury Bill (Cash); Bloomberg/Barclays U.S. Aggregate Bond Total Return Index (U.S. Bonds); S&P 500 Total Return 
(U.S. Stocks); FTSE/NAREIT All Equity REITs Total Return Index (Listed REITs); NCREIF Property Index (Private Real Estate). As of February 2019. 
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Real Estate Risk Factors 
 
 
Investments in Real Estate are subject to various risks, including but not limited to the following: 

 Adverse changes in economic conditions including changes in the financial conditions of tenants, buyer and 
sellers, changes in the availability of debt financing, changes in interest rates, real estate tax rates and other operating 
expenses; 

 Adverse changes in law and regulation including environmental laws and regulations, zoning laws and other 
governmental rules and fiscal policies; 

 Environmental claims arising in respect of real estate acquired with undisclosed or unknown environmental problems 
or as to which inadequate reserves have been established; 
 

 Changes in the relative popularity of property types and locations; 
 

 Risks and operating problems arising out of the presence of certain construction materials; and 
 Currency / exchange rate risks where the investments are denominated in a currency other than the investor’s home 

currency. 
 
An investment in real estate involves a high degree of risk, including possible loss of principal amount invested, and is 
suitable only for sophisticated investors who can bear such losses. The value of shares/ units and their derived income may 
fall or rise. 
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Important Information 
The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, 
Inc., which offers investment products, or DWS Investment Management Americas, Inc. and RREEF America L.L.C., 
which offer advisory services.  
 
DWS represents the asset management activities conducted by DWS Group GmbH & Co. KGaA or any of its subsidiaries. 
In the U.S., DWS relates to the asset management activities of RREEF America L.L.C.; in Germany: DWS Grundbesitz 
GmbH, DWS Real Estate GmbH, and DWS Alternatives GmbH ; in Australia: DWS Investments Australia Limited (ABN 52 
074 599 401) an Australian financial services incense holder; in Japan: Deutsche Securities Inc. (For DSI, financial advisory 
(not investment advisory) and distribution services only); in Hong Kong: Deutsche Bank Aktiengesellschaft, Hong Kong 
Branch (for direct real estate business), and DWS Investments Hong Kong Limited (for real estate securities business); in 
Singapore: DWS Investments Singapore Limited (Company Reg. No. 198701485N); in the United Kingdom: Deutsche 
Alternative Asset Management (UK) Limited, DWS Alternatives Global Limited and DWS Investments UK Limited; and in 
Denmark, Finland, Norway and Sweden: DWS Investments UK Limited and DWS Alternatives Global Limited; in addition to 
other regional entities in the Deutsche Bank Group. Key DWS research personnel are voting members of various 
investment committees. Members of the investment committees vote with respect to underlying investments and/or 
transactions and certain other matters subjected to a vote of such investment committee. The views expressed in this 
document have been approved by the responsible portfolio management team and Real Estate investment committee and 
may not necessarily be the views of any other division within DWS. 
 
This material was prepared without regard to the specific objectives, financial situation or needs of any particular person 
who may receive it. It is intended for informational purposes only. It does not constitute investment advice, a 
recommendation, an offer, solicitation, the basis for any contract to purchase or sell any security or other instrument, or for 
DWS or its affiliates to enter into or arrange any type of transaction as a consequence of any information contained herein. 
Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability or completeness of information which 
is contained in this document. Except insofar as liability under any statute cannot be excluded, no member of the DWS, the 
Issuer or any office, employee or associate of them accepts any liability (whether arising in contract, in tort or negligence or 
otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, indirect, 
consequential or otherwise suffered by the recipient of this document or any other person. 
 
The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. 
This document is only for professional investors. This document was prepared without regard to the specific objectives, 
financial situation or needs of any particular person who may receive it. No further distribution is allowed without prior written 
consent of the Issuer.  
 
Investments are subject to risk, including market fluctuations, regulatory change, possible delays in repayment and loss of 
income and principal invested.  
 
The value of investments can fall as well as rise and you might not get back the amount originally invested at any point in 
time. 
 
Investment in real estate may be or become nonperforming after acquisition for a wide variety of reasons. Non-performing 
real estate investment may require substantial workout negotiations and/ or restructuring. Environmental liabilities may pose 
a risk such that the owner or operator of real property may become liable for the costs of removal or remediation of certain 
hazardous substances released on, about, under, or in its property. Additionally, to the extent real estate investments are 
made in foreign countries, such countries may prove to be politically or economically unstable. Finally, exposure to 
fluctuations in currency exchange rates may affect the value of a real estate investment. 
 
 
Any forecasts provided herein are based upon DWS’s opinion of the market at this date and are subject to change 
dependent on the market. Past performance or any prediction, projection or forecast on the economy or markets is not 
indicative of future performance. This marketing communication is intended for professional clients only. 
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In EMEA Important Information 
 
DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. 
Clients will be provided DWS products or services by one or more legal entities that will be identified to clients pursuant to 
the contracts, agreements, offering materials or other documentation relevant to such products or services. 
 
The information contained in this document does not constitute investment advice. 
 
All statements of opinion reflect the current assessment of [Legal Entity] and are subject to change without notice. 
 
Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and 
hypothetical performance analysis, therefore actual results may vary, perhaps materially, from the results contained here. 
 
Past performance, [actual or simulated], is not a reliable indication of future performance. 
 
The information contained in this document does not constitute a financial analysis but qualifies as marketing 
communication. This marketing communication is neither subject to all legal provisions ensuring the impartiality of financial 
analysis nor to any prohibition on trading prior to the publication of financial analyses. 
 
This document and the information contained herein may only be distributed and published in jurisdictions in which such 
distribution and publication is permissible in accordance with applicable law in those jurisdictions. 
 
In APAC:DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or 
services under the DWS brand are specified in the respective contracts, sales materials and other product information 
documents.  DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS 
Group”) are communicating this document in good faith and on the following basis.  
 
This document has been prepared without consideration of the investment needs, objectives or financial circumstances of 
any investor. Before making an investment decision, investors need to consider, with or without the assistance of an 
investment adviser, whether the investments and strategies described or provided by DWS Group, are appropriate, in light 
of their particular investment needs, objectives and financial circumstances. Furthermore, this document is for 
information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a 
transaction and should not be treated as giving investment advice. 
 
DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in 
considering investments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, 
unless specified. 
 
Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and 
loss of income and principal invested. The value of investments can fall as well as rise and you might not get back the 
amount originally invested at any point in time. Furthermore, substantial fluctuations of the value of the investment are 
possible even over short periods of time. The terms of any investment will be exclusively subject to the detailed provisions, 
including risk considerations, contained in the offering.documents. When making an investment decision, you should rely on 
the final documentation relating to the transaction and not the summary contained herein. Past performance is no guarantee 
of current or future performance. Nothing contained herein shall constitute any representation or warranty as to future 
performance. 
 
Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its 
accuracy, completeness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and 
estimates may be changed without notice and involve a number of assumptions which may not prove valid. All third party 
data (such as MSCI, S&P, Dow Jones, FTSE, Bank of America Merrill Lynch, Factset & Bloomberg) are copyrighted by and 
proprietary to the provider. DWS Group or persons associated with it may (i) maintain a long or short position in securities 
referred to herein, or in related futures or options, and (ii) purchase or sell, make a market in, or engage in any other 
transaction involving such securities, and earn brokerage or other compensation. 
 
The document was not produced, reviewed or edited by any research department within DWS Group and is not investment 
research. Therefore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein 
may differ from the opinions expressed by other DWS Group departments including research departments. This document 
may contain forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, 
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projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute 
the author’s judgment as of the date of this material. Forward looking statements involve significant elements of subjective 
judgments and analyses and changes thereto and/or consideration of different or additional factors could have a material 
impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results contained herein. No 
representation or warranty is made by DWS Group as to the reasonableness or completeness of such forward looking 
statements or to any other financial information contained herein. 
 
This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and 
distribution of this document may be restricted by law or regulation in certain countries, including the United States. 
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of 
or located in any locality, state, country or other jurisdiction, including the United States, where such distribution, publication, 
availability or use would be contrary to law or regulation or which would subject DWS Group to any registration or licensing 
requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession this document 
may come are required to inform themselves of, and to observe, such restrictions. 
 
Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance 
Corporation (”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group. 
 
In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not 
been reviewed by the Securities and Futures Commission. 
© 2019 DWS Investments Hong Kong Limited 
 
 
In Australia: Issued by DWS Investments Australia Limited (ABN 52 074 599 401), holder of an Australian Financial 
Services License (AFSL 499 640). This information is only available to persons who are professional, sophisticated, or 
wholesale investors as defined under section 761 G of the Corporations Act 2001 (Cth). The information provided is not to 
be construed as investment, legal or tax advice and any recipient should take their own investment, legal and tax advice 
before investing. DWS Investments Australia Limited is an asset management subsidiary of DWS Group GmbH & CO. 
KGaA (“DWS Group”). The capital value of and performance of an investment is not in any way guaranteed by DWS Group, 
DWS Investments Australia Limited or any other member of the DWS Group. Any forecasts provided herein are based upon 
our opinion of the market as at this date and are subject to change, dependent on future changes in the market. Any 
prediction, projection or forecast on the economy, stock market, bond market or the economic trends of the markets is not 
necessarily indicative of the future or likely performance. Investments are subject to investment risk, including possible 
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