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toric outperformance of REITs compared to the S&P 500. Additionally, real estate’s 
typically low correlation with stocks and bonds may help smooth out bumps in the 
market. Yet misperceptions about REITs and fears over volatility have left many in-
vestors underallocated in real estate.

As the DC industry continues to evolve, plan sponsors are beginning to recognize 
the need to give participants access to more diversified investment choices that in-
crease their ability to achieve their retirement income goals. This task has taken on 
greater urgency in recent years as many participants find themselves behind in their 
retirement savings and facing the prospect of substandard market returns, low bond 
yields and higher volatility. 

We believe REITs are well suited as a diversifier in DC plans for several reasons. 
First, they have a long track record compared to most alternatives, with data going 
back many decades providing extensive evidence of the historical long-term bene-
fits to investors. 

Since the beginning of the modern REIT era in 1991, U.S. REITs have returned 
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Newsletter Sponsors

W. P. Carey  (NYSE: WPC) Announces Second 
Quarter 2018 Financial Results

UMH Properties  (NYSE: UMH) Releases Sec-
ond Quarter 2018 Earning Call Transcripts

Safety, Income & Growth, Inc.  (NYSE: SAFE) 
Declares Third Quarter 2018 Common Stock 
Dividend

National Retail Properties  (NYSE: NNN) An-
nounces Second Quarter Operating Results

Monmouth Real Estate Investment Corpo -
ration  (NYSE: MNR) Reports Results for The 
Third Quarter 2018 (PDF)

Macerich  (NYSE: MAC) Announces Quarterly 
Results

LTC Properties  (NYSE: LTC) Reports 2018 
Second Quarter Results and Discusses Recent 
Transactions
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OFC) Reports Second Quarter 2018 Results 
(PDF)

Brixmor Property Group  (NYSE: BRX) Re-
ports Second Quarter 2018 Results
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11.5% per year, compared with 10.4% for the S&P 500 and 5.7% for U.S. bonds 
(Exhibit 2). Compounded over the years, REITs provide a 30% performance advan-
tage over the broad stock market. The story is similar for global indexes, with REITs 
and other real estate securities outperforming stocks and bonds over the same time 
period. Whether focused on the U.S. or global markets, real estate has consistently 
been among the better performing asset classes, demonstrating the potential of real 
estate to enhance long-term returns.

Some investors may feel the benefit of REITs’ strong return potential is offset by 
increased volatility—but this ignores several key points. REITs typically account for 
a relatively small portion of an overall portfolio, with allocations typically ranging 
from 5–10%. REITs tend to perform differently than other stocks, so they can help 
reduce overall portfolio volatility. Real estate is also a long-term allocation, which 
should keep short-term volatility in perspective. As shown in Exhibit 3, using data 
since 2000, shifting 10% of a stock and bond portfolio to REITs has historically led to 
higher total returns, similar volatility and better risk-adjusted performance.

REITs have also historically offered much needed diversification potential to DC 
plans, helping enhance portfolio efficiency over full cycles. Further, as an investment 
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