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REITs outperformed other equity benchmarks 
in past decade 

FEBRUARY 2010 Discover Value.

Real estate investment trusts (REITs) served investors
well over the past decade, outperforming other equity
indices during that time. 

The 10.47 percent return for the Wilshire Real Estate
Securities Index (WRESI) between Dec. 31, 1999 and
Dec. 31, 2009 far outpaced both the Standard &
Poor’s 500 Index (-0.95 percent) and the Dow Jones
Industrial Average (1.98 percent), the two most
widely followed stock indices. The Russell 2000
Index (small company stocks) returned 3.51 percent
and the MSCI EAFE Index (international) returned
1.58 percent. 

REITs were overlooked at the end of the 1990s when
high-flying technology stocks led the way. Early in
the 2000s, however, the tech bubble burst. That led
to a major correction in the broader stock market
and allowed for years of outperformance by REITs.
REITs went through a correction of their own in
2007 and 2008, but the WRESI came back strong in
2009, returning 29.20 percent. 

Investors recognize REITs’ advantages

REITs have historically shown a low correlation to
the broader stock market; they do not necessarily
move up or down with the rest of the market. That

was particularly evident in 2001-2002. During that
difficult bear market, the WRESI returned 
10.46 percent in 2001 and 2.66 percent in 2002. 
As a result, many investors have come to recognize 
the value of real estate as a diversification tool. 

In addition, publicly traded REITs have become the
preferred way for many investors to own commercial
real estate. The public REIT structure as we know it
was re-born in the early 1990s with changes in tax
law, then matured through the next two decades.
REITs now boast professional management teams,
liquidity and access to capital, all of which will make
it difficult for private real estate investments to
compete with REITs going forward. 

Though better positioned as a group than private real
estate, not all REITs will continue to thrive. Investors
will need to look at REITs one-by-one. At Advantus,
our investment professionals have worked in the real
estate industry as well as the capital markets. Such a
“dual perspective” and a bottom-up, fundamental
research process focusing on individual companies
can help identify REITs that are positioned to
perform well in this environment.
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Growth of $1,000
Dec. 31, 1999 through Dec. 31, 2009

Joseph Betlej, CFA
Vice President & Portfolio Manager 
Real Estate Securities
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The Wilshire Real Estate index is market capitalization-weighted based on equity securities whose primary business is equity
ownership of commercial real estate investment trusts. The S&P 500 Dividend-Adjusted Index is market-value weighted based on 500
common stocks traded on the NYSE, AMEX and Nasdaq. The weightings make each company’s influence on the performance of this
index directly proportional to that company’s market value. The Dow Jones Industrial Average is a price-weighted average of 30
actively traded blue chip stocks, primarily industrials, chosen by the editors of the Wall Street Journal. The Dow is computed using a
price-weighted indexing system, rather than the more common market cap-weighted indexing system. The Russell 2000 Index
includes approximately 2,000 of the smallest securities based on a combination of their market cap and current index membership. It
measures the performance of the small-cap segment of the U.S. equity universe. The Morgan Stanley Capital International Index
(MSCI EAFE Index) is designed to measure the performance of the developed stock markets in Europe, Australia and the Far East.

This document is directed at institutional investors and consultants only. It must not be distributed to or relied on by retail investors.
This document may not be reproduced or circulated without prior written permission from Advantus. No statements or
representations made in this presentation are legally binding on Advantus. Unless otherwise stated, all views, projections and opinions
are those of the authors as of the date of this document and are subject to change without notice. Statements concerning financial
market trends are based on current market conditions, which fluctuate. The value of investments and the income from them can go
down as well as up and an investor may not get back the amount invested. Past performance is not a guide to what might happen in
the future. This is not intended as a recommendation, offer or solicitation for the purchase or sale of any financial instrument.

Powerful Insights. Exceptional Relationships.
At Advantus Capital Management, our bottom-up, fundamental approach gives our experienced team a unique
perspective and uncovers information that others may miss. We strive to build long-term, mutually beneficial
relationships with our partners, and we are pleased to share our market expertise and insights with you.


