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Global Real Estate:
Is There Still Opportunity Ahead?
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This presentation is for information purposes only and should not be used or construed as an offer 
to sell, a solicitation of an offer to buy, or a recommendation for any security. Janus Capital Group 
Inc. does not guarantee that the information supplied is accurate, complete, or timely, or make any 
warranties with regards to the results obtained from its use. It is not our intention to indicate or imply 
in any manner that current or past results are indicative of future profitability or expectations. As 
with all investments, there are inherent risks that individuals would need to address.

The opinions expressed herein should not be construed as investment advice.
C-0208-234 1-30-09
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Snapshot of the Asset Class
FTSE EPRA/NAREIT Global Real Estate Index has outperformed over the last 
five years

Inflows into the asset class have grown recently. In 2006:
- Total U.S. real estate assets under management rose to $364.9 billion

- Total non-U.S. real estate assets under management rose to $193 billion

Transactions were driven by a “wall of money,” up 40% from 2004, largely the 
result of funds flowing from private and public markets

Source: FactSet, December 31, 2007
The hypothetical example does not represent the returns of any particular investment. Past performance is no guarantee 
of future results. Taxes, fees and inflation are not accounted for.

Growth of $10,000 Across Global Asset Classes
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Snapshot of the Asset Class
Current global structural drivers suggest there are still attractive opportunities:
- Globalization

- Growth in emerging markets

- Forecasted growth in the publicly listed market is significant (see below)

However, there are challenges to overcome, including:
- Sizeable cap rate compression resulting from influx of capital

- Credit market conditions could push cost of debt higher

- Increased focus on property fundamentals

Source: UBS Estimates, February 14, 2006

U.S. & Canada Cont. Europe Japan HK/China U.K. Australia/NZ

Forecasted Growth in Global Listed Real Estate Universe
December 2005 – December 2011
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Investing in Global Real Estate
Diversification: Real estate securities have a low correlation to many other 
major asset classes

Risk/reward profile: Compelling annualized returns for the amount of risk

Cash flow stability: Attributable to the long duration of many tenant leases

CorrelationAlternative Investments

0.51Hedge Funds6

0.23Commodities7

FTSE EPRA/NAREIT Global Real Estate Index correlations

0.30U.S. Core Bonds5

0.44U.S. High Yield4

0.54U.S. Equity3

0.55Global Equity2

0.56Developed Market Equity1

CorrelationMajor Asset Class

Source: Major Asset Classes – FactSet, correlations from October 2002 - September 2007
1MSCI EAFE Index – Gross Return 2MSCI AC World Index – Gross Return 3Russell 3000® Index – Total Return 4Lehman 
U.S. Corporate High-Yield Index 5Lehman U.S. Aggregate Bond Index 6Credit Suisse/Tremont Hedge Fund Index 7Reuters 
CRB Commodities Index
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Investing in Global Real Estate
Global real estate investment landscape has been impacted by the transition 
from direct physical property ownership to indirect investment via REITs
- Increased access to commercial real estate investments

- Additional income potential 

In addition to REITs, there are opportunities that present the characteristics of 
real estate investing

Global Real Estate Subsector Breakdown

Tesco, an international grocery chain and diversified 
retailer that owns large parcels of land in the U.K.

Companies whose core business may not be real 
estate-related but whose assets may be viewed from 
a real estate perspective

Plum Creek, a timber company that is the second -
largest U.S. landowner after the federal government

Alternative real estate such as timberland and ports

Starwood, global operator of hotels and fractional 
ownerships with a good balance of owned vs. 
managed properties

Hotels/fractional ownerships

SL Green, a REIT focused on New York City-based 
commercial office properties

Firms dependent on real estate holdings for revenue 
and profit

Jones Lang LaSalle, which provides integrated real 
estate and investor services to clients worldwide 

Real estate brokerage/service/management firms

Sun Hung Kai, the largest Hong Kong-based property 
developer

Real estate operating companies and developers

Company Example*Subsector

Source: Janus Research
* The above mentioned companies are only examples within the listed subsectors and are not intended to be 
investment recommendations.
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Investing in Global Real Estate
Three key metrics within a bottom-up, company-by-company valuation 
approach:
- Net Asset Value (NAV): The current market value of real estate and other assets, less 

debt and other liabilities

- Capitalization Rate: A measure of investment yield on acquisitions and dispositions 
calculated by dividing the annual property-level net operating income (NOI) by the 
market-determined value of the property

- Replacement Cost: The cost of developing the same asset in today’s market

Two other considerations in real estate valuation:
- Development/redevelopment expertise to penetrate high-growth areas

- Market barriers to entry, blue chip assets
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Area of Opportunity: Asia
One approach to tapping Asian real estate growth is through established high-
barrier markets such as:
- Hong Kong, which has a government-controlled structure for privatizing real estate

- Japan, where over a decade of asset price deflation has recently started to reverse

A second approach is through emerging growth markets such as China
- Secular tailwind of urbanization

- Development acumen to capitalize on first-mover advantage in second-tier cities

Source: Janus Research, September, 2007

Correlation Estimate for China’s Urbanization Rate
and Urban Square Mile Increase 
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Area of Opportunity: Europe
Specialist or “sharpshooter” REITs
can still offer entrée into this market
- Cap rate compression in Western 

Europe has largely run its course

Within Eastern Europe, structural 
market drivers remain robust, 
illustrated by three well-known 
cities:
- Bucharest: Positive indicators 

include significant projected income 
growth and increased foreign direct 
investment

- Prague: Will likely continue to 
benefit from the strong current 
economic backdrop of the Czech 
Republic as a whole

- Warsaw: With GDP growth of 7.4% 
in 1Q07 and a 10-year backlog of 
housing demand, there may be 
sustained opportunity for value 
creation

Source: EIU Country Report, Country Forecast June 2007, INS

Foreign Direct Investment in Romania

*Forecast/Estimate
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U.S. remains an important component of the investment landscape
- U.S. represents a large, mature real estate market with experienced management 

teams and established operators

- Substantial demand for new real estate development is expected, supported by 
population growth of 2.5 million annually over the next 40 years

- “Sharpshooter” REITs and companies where embedded real estate assets support 
valuations

Promising theme in South America
- A key structural growth driver in Brazil has 

been high demand for its major commodities

- Mortgages are being offered for the first
time in a generation

Area of Opportunity: North and South America

Source: FTSE, December 31, 2007

FTSE EPRA/NAREIT Global Real Estate Index
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Conclusion
Continued outperformance of the asset class could face challenges, including:
- Potential for credit conditions to negatively impact financing costs

- Greater market emphasis on the underlying quality of property assets

- Increasing number of pension and insurance investors impacting valuations

- Continued volatility

Numerous compelling reasons for an allocation to the sector remain:
- Structural drivers, including globalization, growth in emerging markets and forecasted 

growth in the publicly listed market

- Continued commitment to disciplined, bottom-up research yields opportunities
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Q&A

The Case for Global Real Estate

The securities discussed may not be representative of current or future investments. No assumption should be made that the securities identified were profitable or will 
continue to be profitable. This material is provided for illustrative purposes only and should not be construed as an offer to sell, or the solicitation of offers to buy or 
recommend for any security.
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