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Abstract

This article examines claims about the diversification benefits of real estate. In

particular, does real estate investment in a mixed asset portfolio provide protection

when other asset classes are performing badly? Conventional portfolio strategy models

utilising covariance statistics may result in a misallocation of capital if correlation

structures between assets differ across the distribution of returns. Models of

asymmetric dependence using the copula function, drawn from the recent finance

literature are used to examine the relationships between real estate and equity at

different points in their joint return distributions. For both UK and Global markets, real

estate securities and common equities are shown to exhibit strong tail dependence –

particularly in the negative tail. This suggests that real estate securities offer, at best,

limited diversification protection when it is needed most – when other asset markets

are falling. This has implications for allocation strategies in mixed asset portfolios.



 

We Care About Your Privacy

We and our 855 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting "I Accept" enables tracking technologies to

support the purposes shown under "we and our partners

process data to provide," whereas selecting "Reject All" or

withdrawing your consent will disable them. If trackers are

disabled, some content and ads you see may not be as

relevant to you. You can resurface this menu to change your

choices or withdraw consent at any time by clicking the

["privacy preferences"] link on the bottom of the webpage

[or the floating icon on the bottom-left of the webpage, if

applicable]. Your choices will have effect within our Website.

For more details, refer to our Privacy Policy. Here

We and our partners process data to provide:

U i l ti d t A ti l d i

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/rjpr20
https://www.tandfonline.com/loi/rjpr20
https://www.tandfonline.com/toc/rjpr20/22/4
https://www.tandfonline.com/toc/rjpr20/22/4
https://www.tandfonline.com/toc/rjpr20/22/4
https://www.tandfonline.com/journals/rjpr20
https://www.tandfonline.com/author/Knight%2C+John
https://www.tandfonline.com/author/Lizieri%2C+Colin
https://www.tandfonline.com/author/Satchell%2C+Stephen
https://doi.org/10.1080/09599910600558520
https://www.tandfonline.com/action/clickThrough?id=5937&url=%2Fr%2Fsubjectsample-geography&loc=%2Fdoi%2Fabs%2F10.1080%2F09599910600558520&pubId=43175121&placeholderId=1074&productId=1811
https://www.tandfonline.com/doi/full/10.1080/09599910600558520?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/09599910600558520?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/09599910600558520?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/09599910600558520?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/09599910600558520?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/09599910600558520?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/09599910600558520
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


1. Paper originally presented to the European Real Estate Society Annual Conference,

Dublin, June 2005.
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Notes

1. Paper originally presented to the European Real Estate Society Annual Conference,

Dublin, June 2005.

2. Or, for professional investors, by investing in securitized or unitized property vehicles

in the private market.

3. However, Lu and Mei (1999) observe that international real estate stocks show a

higher correlation with US stocks when US markets are performing badly, implying

diversification gains are least when investors need them most.

4. Other de‐smoothing models produced very similar results.

5. GPR is preferred to EPRA for the time‐series and the availability of pure closed‐end

data series.
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