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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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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.

Exhibit 2: Growth of $100 and Annualized Returns Since 1991 = RealEstate == Stocks == Bonds
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At September 30, 2018. Source: Morningstar, Cohen & Steers.

Data quoted represents past performance, which is no guarantee of future results. An investor cannot invest directly in an index and index performance does not reflect the
deduction of fees, expenses or taxes. The information presented above does not reflect the performance of any fund or account managed or serviced by Cohen & Steers, and there is
no guarantee that investors will experience the type of performance reflected above. U.S. stocks, real estate and bonds represented by the S&P 500 Index, the FTSE/Nareit Equity REIT
Index and the Barclays Capital U.S. Aggregate Bond Index, respectively. Global stocks, real estate and bonds represented by the MSCI World Index, the FTSE/EPRA Nareit Developed
Real Estate Index and the Barclays Capital Global Agaregate Bond Index, respectively. See end notes for index definitions and additional disclosures.

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.

Exhibit 3: Historical Risk/Return Impact of a REIT Allocation 60% Stocks, 40% Bonds, W 50% Stocks, 40% Bonds,
2000-Q3 2018 0% REITs 10% REITs
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At September 30, 2018. Source: Morningstar, Cohen & Steers.

Data quoted represents past performance, which is no guarantee of future results. An investor cannot invest directly in an index and index performance does not reflect the
deduction of fees, expenses or taxes. The information presented above does not reflect the performance of any fund or account managed or serviced by Cohen & Steers, and there is
no guarantee that investors will experience the type of performance reflected above. U.S. 60/40/0 and 50/40/10 portfolios based on the S&P 500 Index, garclays Capital U.S. Aggregate
Bond Index and FTSE Nareit Equity REIT Index, respectively. Global portfolios based on the MSCI World Index, Barclays Capital Global Aggregate Bond Index and FTSE EPRA/Nareit
Developed Real Estate Index, respectively. Analysis in this exhibit based on monthly returns with annual rebalancing. Standard deviation is a statistical measure of volatility. Sharpe
Ratio is an indication of risk-adjusted performance, represented here by dividing the annualized total return by the standard deviation. See end notes for index definitions and additional
disclosures.

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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