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WILSHIRE RESEARCH OFFERS TARGET DATE FUND 
MANAGERS A BETTER WAY TO BUILD 401(k) AND OTHER 

RETIREMENT PORTFOLIOS 
 

REITs Found to Boost Returns and Reduce Risk for Every Generation 
Saving for Retirement   

 
Washington, D.C., April 2—NAREIT,  the National Association of Real Estate 
Investment Trusts®, announced new research by Wilshire® that shows how investors 
and investment managers can strengthen retirement portfolios and, in particular, target 
date funds (TDFs). TDFs are popular investment products designed to simplify 401(k) or 
IRA portfolio planning for millions of Americans now responsible for their own 
retirement planning. Over the next decade, the vast majority of retirement assets are 
expected to be invested in TDFs and other asset allocation products. 
 
Wilshire found that a TDF portfolio including U.S. REITs would have produced an 
ending portfolio value nearly 10 percent higher than a portfolio without REITs over the 
35-year period from 1976 through 2010, while also reducing risk. A $10,000 initial 
portfolio using REITs would have generated $322,279 in retirement savings over 35 
years, or $28,634 more than a portfolio without REITs. The improvement is due to 
REITs’ high and stable dividends, long-term capital appreciation, inflation protection, 
and low to moderate correlation with other assets invested in a well-diversified portfolio.  
 
Ensuring the best possible TDF performance is critical to the financial future of every 
generation now saving for retirement. Depending on the number of years to retirement, 
optimally allocated TDFs should include REIT allocations of nearly nine to nearly 18 
percent, according to Wilshire’s research. While a number of leading TDF providers, 
including BlackRock, PIMCO, UBS and Alliance Bernstein, have included REIT 
allocations in their funds, many of the largest TDF providers are giving up performance 
because they are under-allocated to REITs. 
 
“It’s time for target date funds to take a closer look at REITs,” said Cleo C. Chang, 
Managing Director and Head of Investment Research for Wilshire Funds Management, 
who conducted the research.  “They’re a triple play asset class, providing income, capital 
appreciation and inflation protection.”  
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About the Wilshire Research and Target Date Funds 
 
One of the unique attributes of TDFs is the periodic adjustment of asset allocations over 
time, driven by the glide path, to reflect the decreasing risk tolerance of investors as they 
approach and then enter their retirement years. To evaluate the appropriate role of REITs 
and listed real estate securities in the glide path asset allocations of TDFs, Wilshire 
constructed two sets of portfolios utilizing both Mean Variance Optimization (MVO) and 
a methodology called Surplus Optimization (SO) for different investment horizons. 
According to Wilshire, SO offers a better way to allocate assets for investors near or 
already in retirement, with shorter investment horizons, greater clarity of living expenses 
and life expectancy, and a lower tolerance for risk.  
 
Using both methodologies, Wilshire found that retirement portfolios constructed with 
REITs substantially outperform those without REITs while reducing the level of risk. The 
35-year historical record (1976-2010) of investment performance reveals that optimal 
allocations to REITs using Surplus Optimization range from nine percent for investment 
horizons of five to 10 years to as much as 18 percent for investment horizons of up to 40 
years. 
 
Over the 35-year investment period, the TDF portfolio including U.S. REITs using SO 
would have resulted in a portfolio value at the end of 2010 that was 9.75% higher than 
that of the MVO portfolio without U.S. REITs and 5.95% higher than that of the MVO 
portfolio including U.S. REITs.  
 
“A well-designed glide path is essential to accommodate the changing levels of risk 
investors can tolerate throughout their careers and into retirement,” said Steven A. 
Wechsler, president and CEO of NAREIT. “The Wilshire analysis demonstrates that an 
allocation to U.S. or global listed REITs and real estate securities increases the expected 
long-term investment performance and diversification benefits of a retirement savings 
and investment portfolio, including those of target date funds.” 
 
The full Wilshire research report on target date funds is available free of charge at 
www.REIT.com/TargetDate.  
 
 
NAREIT is the worldwide representative voice for REITs and listed real estate companies with an interest in U.S. real estate and 
capital markets.  Members are REITs and other businesses that own, operate and manage income-producing real estate, as well as 
those firms and individuals who advise, study and service those businesses.  NAREIT is the exclusive registered trademark of the 
National Association of Real Estate Investment Trusts, Inc.®, 1875 I St., NW, Suite 600, Washington, DC 20006-5413.  Follow us on 
REIT.com. 
 
Copyright© 2012 by the National Association of Real Estate Investment Trusts, Inc.®  All rights reserved. 

 
This information is solely educational in nature and is not intended by NAREIT to serve as the primary basis for any investment 
decision.  NAREIT is not acting as an investment adviser, investment fiduciary, broker, dealer or other market participant, and no 
offer or solicitation to buy or sell any security or real estate investment is being made.  Investments and solicitations for investment 
must be made directly through an agent, employee or representative of a particular investment or fund and cannot be made 
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through NAREIT.  NAREIT does not allow any agent, employee or representative to personally solicit any investment or accept any 
monies to be invested in a particular security or real estate investment. 

All REIT data are derived from, and apply only to, publicly traded securities.  While such data are believed to be reliable when 
prepared or provided, such data are subject to change or restatement.  NAREIT does not warrant or guarantee such data for 
accuracy or completeness, and shall not be liable under any legal theory for such data or any errors or omissions therein.  See 
http://reit.com/TermsofUse.aspx for important information regarding this data, the underlying assumptions and the limitations of 
NAREIT’s liability therefor, all of which are incorporated by reference herein. 

Performance results are provided only as a barometer or measure of past performance, and future values will fluctuate from those 
used in the underlying data.  Any investment returns or performance data (past, hypothetical or otherwise) shown herein or in such 
data are not necessarily indicative of future returns or performance. 

Before an investment is made in any security, fund or investment, investors are strongly advised to request a copy of the prospectus 
or other disclosure or investment documentation and read it carefully.  Such prospectus or other information contains important 
information about a security’s, fund’s or other investment’s objectives and strategies, risks and expenses.  Investors should read all 
such information carefully before making an investment decision or investing any funds.  Investors should consult with their 
investment fiduciary or other market professional before making any investment in any security, fund or other investment. 
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