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Exhibit 10: Listed Property Markets Earnings Breakdown

Source: Cohen & Steers. At December 31, 2009

Exhibit 11: Listed Property Markets Debt/Gross Asset Values

Source: Cohen & Steers. At December 31, 2009

5  Conclusion
After comparing listed and direct property historical returns, we found that: 

Listed property companies tend to lead the returns of direct real estate by �t��
approximately six months. 
While the listed performance is directionally accurate, the returns tend to �t��
overstate the eventual reported direct market moves. 
The propensity of listed markets to lead the direct markets may be related to �t��
the inefficient transfer of information in direct markets. 
The stronger the factors that delay information transfer in direct markets, the �t��
longer the gap between the markets’ return series. 

We believe that understanding the relationship between the two markets has 
useful implications for investors. By using listed property returns as a leading 
indicator of direct real estate performance, investors can meaningfully improve 
their asset allocation decisions.

6  Appendix explanation of return data 

U.S. direct real estate return series
The analysis on the U.S. listed property is provided by the MIT Center for Real 
Estate (“MIT/CRE”). MIT/CRE has several real estate research functions includ-
ing the Commercial Real Estate Data Laboratory (“CREDL”). The purpose of the 
CREDL project is to gather data and measure the performance of commercial real 
estate, and to develop practical methodologies and tools to evaluate that perfor-
mance. The index measures market movements and returns based on transac-
tion prices of properties sold from the NCREIF Index database. We believe the 
MIT/CRE CREDL return series is the most accurate index of the U.S. direct mar-
ket. Further information on the index can be found at http://web.mit.edu/cre/
research/credl/tbi.html.

While many people use NCREIF, there are issues with the data. The NCREIF Index 
is an appraisal-based index, which means the returns are based on appraisal 
estimates rather than actual prices of actual transactions. The appraisals are 
provided by private real estate fund managers that report unverified returns on 
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a quarterly basis. The returns are based on each manager’s determination of the 
change in appraised value plus net cash flow, and not on the returns of a direct 
real estate fund. Managers conduct their own appraisals and gains and often 
smooth out losses in value over time. 

U.K. direct real estate return series
The IPD U.K. Monthly Index measures returns to direct investment in commer-
cial property. It is compiled from valuation and management records for indi-
vidual buildings in complete portfolios, collected directly from investors by IPD. 
All valuations used in the Monthly Index are conducted by qualified valuers, 

independent of the property owners or managers. Further information on the 
index can be found at www.ipd.com.

Australia direct real estate return series
The Property Council’s Investment Performance Index has been established for 
more than 20 years and is Australia’s leading and most credible direct property 
index.

Hong Kong and Japan direct real estate series
Provided by Jones Lang LaSalle.

Full Peak/Trough Time Period Analysis

US market

UK Market
1990/ 
1991 Trough

1991/ 
1992 Peak

1992/ 
1993 Trough

1993/ 
1994 Peak

1995 Trough 1998 Peak 1999 Trough 1999/ 
2000 Peak

2002 Trough 2004/ 
2005 Peak

2005 Trough 2006 Peak 2009 Trough

Listed Market Sep-90 Sep-91 Aug-92 Aug-93 Jan-95 Jan-98 Jan-99 Aug-99 Jan-00 Mar-04 Dec-05 Mar-06 Mar-09

Direct Market Apr-91 Jul-92 Jan-93 May-94 Dec-95 Jul-98 May-99 Mar-00 Jan-00 Feb-05 Jul-05 Jul-06 May-09

Lag Time (months) 7 10 5 9 11 6 4 7 0 11 -5 4 2

US Market
2001/ 2002 
Trough

2002/
2003 Peak

2003 Trough 2004 Peak 2005 Trough 2005/
2006 Peak

2005/
2006 Trough

2006 Peak 2006/
2007 Trough

2006/
2007 Peak

2009 Trough

Listed Market Q3 2001 Q1 2002 Q103 Q1 2004 Q1 2005 Q2 2005 Q4 2005 Q1 2006 Q2 2006 Q4 2006 Q1 2009

Direct Market Q2 2002 Q2 2003 Q403 Q3 2004 Q1 2005 Q1 2006 Q3 2006 Q4 2006 Q1 20007 Q2 2007 Q2 2009

Lag Time (months) 9 15 9 6 0 9 9 9 9 6 3

Full peak/trough magnitude analysis

UK Market
1990/
1991 Trough

1991/
1992 Peak

1992/
1993 Trough

1993/
1994 Peak

1995 Trough 1998 Peak 1999 Trough 1999/
2000 Peak

2000 Trough 2004/
2005 Peak

2005 Trough 2006 Peak 2009 Trough

Listed Market 12-Month Return -32.61% 17.66% -45.16% 104.60% -27.33% 35.33% -32.35% 10.91% -9.47% 55.10% 17.34% 45.77% -63.00%

Direct Market 12-Month Return -13.96% -5.69% -8.49% 16.00% -4.68% 7.99% 2.94% 7.32% -0.61% 11.79% 10.44% 15.39% -31.50%

Overstatement of Listed Returns 18.65% 23.35% 36.67% 88.60% 22.65% 27.34% 35.29% 3.59% 8.86% 43.31% -6.90% 30.38% 31.50%

US Market
1987/
1988 Trough

1988 Peak 1990/
1991 Trough

1991/
1992 Peak

1992 Trough 1993 Peak 1994 Trough 1997/
1998 Peak

1999/
2000 Trough

2000/
2001 Peak

2009 Trough

Listed Market 12-Month Return -10.32% 4.77% -30.45% 25.46% 2.99% 29.04% -10.14% 31.89% -26.12% 16.52% -60.70%

Direct Market 12-Month Return -8.31% 0.72% -11.21% -2.07% -9.99% 8.92% -0.02% 17.81% -2.00% 6.57% -32.10%

Overstatement of Listed Return 2.01% 4.05% 19.24% 27.53% -12.98% 20.12% 10.12% 14.08% 28.12% 9.95% 28.60%
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Explanation of growth of USD 100
The growth of USD 100 graphs show what a USD 100 investment would have 
returned after 20 years using different investment options. 

The returns for an investment in listed property uses the returns of that market’s 
listed property index (the U.S. listed index is FTSE NAREIT Equity REIT Index); 
the returns for an investment in direct property uses the returns of the market’s 
direct property Index (the U.S. direct index is the MIT/NCREIF data series). The 
50/50 option is calculated using a weighted average return of 50% in the direct 
index and 50% in the listed index. 

The arbitrage approach uses the return series that is created by using a mixture 
of the direct and listed returns, depending on the peaks and troughs of the listed 
index. For example, if the listed market returns reach a trough, the methodology 
would suggest selling direct real estate, as the direct market will likely follow, 
and buy listed real estate. At this time the return series in the arbitrage approach 
would switch from the direct returns to the listed returns.

Legal Notes
These materials are provided for informational purposes only and reflect the 
views of Cohen & Steers, Inc. and sources believed by us to be reliable as of the 
date hereof. No representation or warranty is made concerning the accuracy of 
any data compiled herein, and there can be no guarantee that any forecast or 
opinion in these materials will be realized. This is not investment advice and 
may not be construed as sales or marketing material for any financial product 
or service sponsored or provided by Cohen & Steers, Inc. or any of its affiliates 
or agents. m
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