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Coverage 
 
Pensions & Investment 
 

Real estate continues strong performance despite lower expectations — report 
 

3rd December, 2015 | By Arleen Jacobius 
 
Institutional investors’ average target return for real estate is 8.2%, compared to average actual returns of 
11.8% in 2014, 11.4% in 2013 and 9.6% in 2012, said a report released Wednesday on real estate investment 
by global asset owners from Cornell University’s Baker Program in Real Estate and Hodes Weill & Associates, a 
real estate advisory firm. 
 
Endowments and foundations have the highest average target return for real estate at 8.9%, followed by 
private pension plans with an 8.2% target return and public pension funds with an average target return of 
7.9%, according to the report, the third annual Institutional Real Estate Allocations Monitor. 
 
However, in 2014, sovereign wealth funds — which have a target return of 7.4% — had the highest actual real 
estate return at 14.1%, followed by endowments and foundations at 12.9% and private pension funds at 12.8%. 
 
This was the first year the executives at Cornell University’s Baker Program and Hodes Weill asked for return 
information, said Douglas M. Weill, managing partner based in the New York office of Hodes Weill & Associates, 
in an interview. 
 
“I was surprised to see that returns have gone up each year,” Mr. Weill said. 
 
While in the U.S. the view is that real estate returns were moderating, on a global basis, real estate returns 
have continued momentum, with the pace of returns picking up, he said. 
 
Sovereign wealth funds had the highest three-year average annualized return of 13.3%, compared to the three-
year average for all institutions of 10.9%. Endowments and foundations earned the next highest three-year 
average return of 12.4%, followed by private pension funds with 11% and public pension plans with 10.9%. 
 
However, Mr. Weill expects that institutions are likely to bring down their expected returns for real estate next 
year. However, expectations will most likely vary depending on the region with European institutions expecting 
stronger returns than U.S. institutions, Mr. Weill added. 
 
Even with lower expectations, the global average target allocation is expected to rise in 2016 to 9.85%, the 
report shows. By comparison, the average target allocation to real estate is 9.56% this year, up from 9.3% in 
2014 and 8.9% in 2013. Overall, 30% of survey participants increased their target allocations this year, while 
13% decreased their targets. 
 
The survey was conducted from May through October with 242 institutional investors responding. 
  



  
 
 

Property Funds World 
 

Institutional property portfolios averaging 10.9 per cent annual return 
 

3rd December, 2015 
 
Institutional real estate portfolios have generated an average investment annual return of 10.9 per cent over 
the past three years, with annual returns increasing substantially year-over-year since 2012. 
 
That’s according to the third annual Institutional Real Estate Allocations Monitor (the 2015 Allocations 
Monitor) by Cornell University's Baker Program in Real Estate and Hodes Weill & Associates. 
  
The 2015 Allocations Monitor focuses on the role of real estate in institutional portfolios, and the impact of 
institutional allocation trends on the investment management industry. Founded in 2013, it is a comprehensive 
annual assessment of institutions' allocations to, and objectives in, real estate investments that analyses trends 
in institutional portfolios and allocations by region, type and size of institution.  
  
According to the 2015 Allocations Monitor, target allocations continue to increase, albeit at a moderating pace, 
while Investors remain significantly under-invested in real estate. Institutions are increasingly concerned about 
asset pricing, rising interest rates and geopolitical risks. While appetite for core remains robust, investors are 
increasingly emphasising value-add strategies. 
  
Institutions in APAC meanwhile, are focused on cross-border investments, while institutions in the Americas 
and EMEA continue to prioritise their home markets. Institutions everywhere remain cautious about allocating 
capital to emerging markets, given global market and currency volatility, an overall flight to safety and 
commodity price fluctuations, while ESG plays a more prominent role in the investment process for institutions 
in EMEA relative to institutions in APAC and the Americas. 
  



  
 
 

Benefits and Pensions Monitor Online 
 

Institutions Look To Increase Allocations 
 

3rd December, 2015 
 
Institutions are looking to increase their target allocations to real estate in 2016, although they are being 
cautious about interest rate increases. The ‘2015 Institutional Real Estate Allocations Monitor,’ by Cornell 
University’s Baker Program in Real Estate and Hodes Weill & Associates, found that target allocations 
continued to increase, albeit at a slowing pace. The average target allocation to real estate is 9.56 per cent, up 
26 basis points from 2014, and up 66 bps from 2013. Next year, institutions are intending to increase their 
target allocations by an additional 29 bps to 9.85 per cent. However, institutions were “increasingly cautious,” 
with fears of asset pricing and the potential for interest rate rises. 

 
   



  
 
 

PREA Industry News 
 

Inclusion of IPE Real Estate article in news blast 
 

2nd December, 2015 
 

 
  



  
 
 

Bloomberg Brief 
 

TA Realty Alums Gear Up to Raise First Property Fund 
 

2nd December, 2015 | By Ainslie Chandler 
 

 
 



  
 
 

Bloomberg Brief 
 

Investors Want More Property and Closed-End Funds; Some Accept Risk for Returns 
 

2nd December, 2015 | By John E. Morris and Ainslie Chandler 
 

 
  



  
 
 

PERE 
 

Hodes Weill: RE target returns likely to decline 
 

2nd December, 2015 | By Evelyn Lee 
 
With real estate valuations at a high point in the cycle, hitting targets may become more challenging over the 
next five years, said the New York-based advisory firm’s annual investor allocations report.  
 
The average target return currently stands at 8.2 percent globally, but that figure is expected to be reduced 
over the coming years, according to the 2015 Institutional Real Estate Allocations Monitor from New York-
based advisory firm Hodes Weill & Associates and Cornell University’s Baker Program in Real Estate. 
 
“It may be expected that target returns will decrease over the coming years as institutions reassess their long-
term return expectations for their investments, including real estate,” the report’s authors, Cornell’s Dustin 
Jones and Hodes Weill’s Douglas Weill and David Hodes, wrote. The California Public Employees Retirement 
System, for example, currently is considering a reduction in its overall target return on investments from 7.5 
percent to 6.5 percent over the next 20 years, which would in turn affect its target returns in real estate, the 
writers noted. 
 
“Institutions have significantly outperformed target returns in the last cycle, but maybe in the next 4 to 5 years, 
it’s going to become more challenging, given how far real estate has come from valuation standpoint,” Weill 
said in an interview with PERE. 
 
The institutions with the highest target returns were endowments and foundations, with current target returns 
averaging 8.9 percent, while the investors targeting the lowest returns were sovereign wealth funds (SWFs), 
at 7.4 percent, according to the report. Interestingly, SWFs actually achieved the highest three-year average 
return at 13.3 percent, or 590 basis points over their current target return. 
 
According to Weill, the high returns were partly the result of when the capital was deployed, since annual 
returns have increased significantly over the past three years. Another factor was the fact that sovereign 
wealth funds typically have invested in hard-to-access markets like New York, Paris and San Francisco. “You 
need scale in those markets and that’s where yields have compressed the most,” he said. 
 
Geographically, institutions in the Americas had the highest target returns at an average of 8.6 percent, 
compared with institutions in Europe, the Middle East and Africa, at 7.1 percent. “This may be attributed to 
institutions in the Americas investing higher up the risk curve and institutions in EMEA investing in real estate 
as an alternative to fixed income and preferring lower levels of leverage,” the report said. 
 
One consequence of the expected moderation in real estate returns is that some institutions have been shifting 
away from real estate and into alternative asset classes, with a noticeable increase in allocations to energy. In 
fact, energy was an alternative strategy to real estate for 30 percent of institutions with less than $50 billion 
in assets under management (AUM) and 36 percent of institutions with more than $50 billion of AUM. 
 
Institutions have found energy to be an attractive alternative because of the repricing of assets and 
expectations of distress in the asset class over the past year, according to Hodes. “For people chasing yield, 
they’ve backed off of real estate and pivoted to energy,” he said. “They’re saying, ‘there’s nothing wrong with 
real estate, the returns will be okay, but we’re targeting 20 percent returns, and we’re not convinced real 
estate is the best place to do that right now.’” 
 



  
 
 
The Institutional Real Estate Allocations Monitor, which will be widely released later Wednesday, was based 
on survey responses from 242 institutional investors in 30 countries. In addition to historical and target returns, 
the research also covers target and current allocations to real estate, investor sentiment, risk preferences, 
investment product trends, investment strategy preferences, as well as environment, social and governance 
policies.  
  



  
 
 

REIT Zone 
 

2015 Survey Says 
 

2nd December, 2015 
 
Cornell University’s Baker Program in Real Estate and Hodes Weill & Associates have released the findings of 
their third annual Institutional Real Estate Allocations Monitor.  
 
“The 2015 Allocations Monitor focuses on the role of real estate in institutional portfolios, and the impact of 
institutional allocation trends on the investment management industry,” today’s report notes. “This year’s 
report includes research collected on a blind basis from 242 institutional investors in 30 countries. The 2015 
Participants hold total assets under management exceeding US$11.2 trillion and have portfolio investments in 
real estate totaling approximately US$950 billion.” The survey included “... 34 questions concerning current 
and future investments in real estate, portfolio allocations to the asset class, investor conviction, investment 
management trends and the role of various investment strategies and vehicles within the context of the real 
estate allocation (e.g., direct investments, private funds, real estate securities, real estate debt and real assets). 
In 2015, the survey was expanded to include questions regarding historical and target returns as well as 
environmental, social and governance policies.” 
 
The survey highlighted a number of key findings: 
 
1. Target Allocations continue to increase, albeit at a moderating pace. The average target allocation to real 
estate now stands at 9.56%, up 26 bps from 2014, and up 66 bps from 2013. Institutions have indicated an 
intention to increase target allocations by an additional 29 bps to 9.85% in 2016. 
 
2. Investors remain significantly under-invested in real estate. On average, institutional portfolios are 8.5% 
invested in real estate, or approximately 110 bps below target allocations. Despite the robust level of 
investment activity in the market and favorable investment performance, the Current Allocation Margin has 
increased over the past 12 months, from an average of -80 bps in 2014 to -110 bps in 2015. 
 
3. Institutional real estate portfolios have generated an average annual investment return of 10.9% over the 
past three years, with annual returns increasing substantially year-over-year since 2012. This compares 
favorably to the average current target return of 8.2%, as well as various property return indices over the same 
time period. 
 
4. Institutions are increasingly concerned about asset pricing, rising interest rates and geopolitical risks. 
Between 2013 and 2014, investor sentiment declined meaningfully as the Conviction Index declined from 6.4 
to 5.7. In 2015, the Conviction Index continued on a downward trend to 5.6, although institutions in EMEA and 
APAC have exhibited an improvement in sentiment over the past 12 months. 
 
5. While appetite for core investments remains robust, investors are increasingly emphasizing value-add 
strategies. Institutions in the Americas are most focused on value-add strategies, while institutions in Asia 
Pacific and EMEA are emphasizing core strategies. This increased appetite for higher yielding strategies is 
resulting in an acceleration in capital raising volumes for private funds.  



  
 
 

PropertyWeek 
 

Institutional allocations to real estate continue to climb 
 

2nd December, 2015 | By Guy Montague-Jones 
 
Institutional investors around the world are increasing their target allocations to real estate, resulting in a 
widening of the gap between actual allocations and targets, a new survey of 242 investors with real estate 
assets of $950bn (£632.32bn) has found. 

 
The average target allocation to real estate now stands at 9.56%, up 26 basis points (bps) from 2014, according 
to the 2015 Allocations Monitor, which is produced by Cornell University and Hodes Weill & Associates. 
 
However, institutional portfolios are currently 8.5% invested in real estate, meaning that investors are, on 
average, 110 bps below target. The gap is highest among investors based in the Asia Pacific who are 220 bps 
under allocated to real estate relative to their targets. 
 
“It is natural that Asian-based institutions are more under-invested because even though they have been quite 
active recently many, such as Chinese insurers, are at the early stages of building up global real estate 
portfolios,” said Hodes Weill & Associates partner Will Rowson. 
 
Institutions have seen strong returns from real estate, with their portfolios delivering average annual returns 
of 10.9% over the past three years. 
 
However, investor confidence is starting to slip, particularly in the Americas where the prevailing view is that 
real estate is looking fully priced. 
 
Among larger institutions, appetite for opportunistic investment strategies has fallen in favour of core 
strategies. European investors remain much more favourable to core than their US counterparts. 
 
In terms of geographic focus, investor interest in the UK and continental Europe has increased compared with 
last year, while Asia has become a lower priority. 
  



  
 
 

IPE Real Estate 
 

Institutions to increase target real estate allocations for 2016 
 

2nd December, 2015 | By Russell Handy 
 
Institutions are looking to increase their target allocations to real estate in 2016, with some caution over 
interest rate rises. 
 
Findings from the 2015 Institutional Real Estate Allocations Monitor, conducted by Cornell University’s Baker 
Program in Real Estate and Hodes Weill & Associates, were presented today. 
 
The report, which surveyed 3,000 institutions, found that target allocations continued to increase, albeit at a 
slowing pace. 
 
The average target allocation to real estate is 9.56%, up 26 basis points from 2014, and up 66bps from 2013. 
 
Next year, institutions are intending to increase their target allocations by an additional 29bps to 9.85%. 
 
The report found that institutions were “increasingly cautious”, with fears of asset pricing and the potential 
for interest rate rises.  
 
The company said investor sentiment declined from 6.4 to 5.7 between 2013 and 2014. 
 
This year, investor sentiment has continued on a downward trend to 5.6. 
 
Results of the survey indicate that public pension funds and sovereign wealth funds have increased their 
allocations to the sector. 
 
Speaking on a webinar, Doug Weill, co-founder and managing partner at Hodes Weill & Associates, said 
investors remained “significantly underinvested in real estate”. 
 
Institutional portfolios are 8.5% invested in the asset class, or approximately 110bps under-invested relative 
to target allocations. 
 
Weill said that, despite the robust level of investment activity in the market and favourable investment 
performance, the amount by which institutions are under-allocated has increased over the past 24 months, 
from an average of 90bps in each of 2013 and 2014. 
 
Investors are increasingly emphasising value-add, with institutions in the Americas the most focused on those 
strategies. 
 
Institutions in Asia Pacific and the EMEA are emphasising core strategies. 
 
Weill said institutions were generally decreasing their number of managers and “prioritising existing 
relationships”. 
 
Institutions in APAC are focused on cross-border investments, while institutions in the Americas and EMEA 
continue to prioritise home markets. 
 



  
 
 
Outbound capital flows from APAC are expected to increase over the coming years as institutions remain 
focused on US and European gateway markets. 
 
“European institutions are the most bullish of institutions in the world today,” Weill said. 
 
Institutional real estate portfolio allocations generated an average annual return of 10.9% over the past three 
years, with annual returns increasing since 2012. 
 
The figure compares favourably with the current 8.2% average target return. 
 
Weill said institutions were still cautious about allocating capital to emerging markets due to global market 
volatility, an overall flight to quality, currency depreciation and commodity price fluctuations. 
 
Around 20% of institutions globally are actively allocating capital to emerging market strategies in 2015, while 
30% of larger institutions are focusing on emerging market real estate, compared with 18% of smaller 
institutions. 
 
Weill said the company was “surprised to see that smaller institutions have reduced their allocation so much”. 
 
He added: “Endowments and foundations are perhaps finding less value in the market today.” 
 
EMEA institutions are the biggest uptakers of ESG compared with institutions in APAC and the Americas, 
according to partner Will Rowson. 
 
He said approximately 60% of institutions in the EMEA had a formal ESG policy, significantly higher than the 
38% reported for APAC and 24% for the Americas. 


