
The Potential Benefits of Private  
Real Estate 
Institutional investors have long appreciated the benefits  
of allocating to private real estate, especially during periods  
of public market volatility and high inflation. Now, this asset  
class — historically only accessible to institutions and high- 
net-worth individuals — is available for inclusion in individual  
investor portfolios.

This paper explains five potential benefits of private real estate  
and why we believe the asset class should be a part of any  
well-diversified investment portfolio.

10%+
The largest institutional investors allocate more than  
10% of their portfolios to real estate1
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Five Ways Private  
Real Estate Can Help 
Improve Your Portfolio



Figure 1: Private U.S. Real Estate Has Historically Improved Risk-Adjusted Returns   
Trailing Return and Risk (2003-2023)

Traditional 60/40 Portfolio Adding 10% Private U.S. Real Estate
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Past performance does not guarantee future results. Total return and risk measured by standard deviation of quarterly 
returns for 20 years ending December 31, 2023 for the hypothetical portfolio shown. Private U.S. Real Estate represented 
by NCREIF Fund Index – Open End Diversified Core Equity (NFI-ODCE), U.S. Equities by S&P 500 Index, International 
Equities by MSCI EAFE Index, and U.S. Fixed Income by Bloomberg Barclays U.S. Aggregate Index. An investor cannot 
invest in an index. Indices do not reflect the impact of transaction costs, management and other investment-entity  
fees and expenses or the costs associated with raising capital or being a public company, which lower returns. 

Source: Bloomberg, National Council of Real Estate Investment Fiduciaries, as of December 31, 2023.
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Historically, Private Real Estate Has Improved  
Risk-Adjusted Returns
Private U.S. real estate has historically increased returns and lowered risk when added to a traditional 
portfolio, split 60% to equities and 40% to bonds. For example, adding a 10% allocation to private U.S.  
real estate would have boosted annualized returns over the past 20 years to 7.0% from 6.8% and lowered  
the standard deviation of returns to 9.1% from 10% (Figure 1).
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Figure 2: Private U.S. Real Estate: Strong Returns Over Past 20 Years
Annualized Total Return (2003-2023)

Appreciation Income

Has Historically Generated Income 
Over the past 20 years, private real estate has delivered attractive annualized total returns with a significant 
portion of its total return derived from income (Figure 2). As an asset class, it seeks to offer the potential 
for similar total returns to equities coupled with attractive income when compared with bonds.

U.S. 
Equities

International 
Equities

U.S. Fixed 
Income

Private U.S.  
Real Estate

0%

3%

6%

9%

12%

Past performance does not guarantee future results. Private U.S. Real Estate represented by NCREIF Fund Index – Open 
End Diversified Core Equity (NFI-ODCE), U.S. Equities by S&P 500 Index, International Equities by MSCI EAFE Index, and 
U.S. Fixed Income by Bloomberg Barclays U.S. Aggregate Index. Indexes are unmanaged and cannot be purchased directly 
by investors. Index performance shown for illustrative purposes only and does not predict or depict the performance  
of any investment. 

Source: Bloomberg, National Council of Real Estate Investment Fiduciaries, as of December 31, 2023.
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Diversification
Private real estate can add diversification benefits to a portfolio; over the past 20 years, the asset class  
has exhibited low correlations with U.S. and international stocks, U.S. bonds, and even with public U.S.  
real estate (Figure 3).

Diversification does not ensure a profit or protect against loss in a declining market. Past performance does not 
guarantee future results. Private U.S. Real Estate represented by NCREIF Fund Index – Open End Diversified Core Equity 
(NFI-ODCE), U.S. Equities by S&P 500 Index, International Equities by MSCI EAFE Index, Public U.S. Real Estate by S&P 
United States REIT Index, and U.S. Fixed Income by Bloomberg Barclays U.S. Aggregate Index. Indexes are unmanaged  
and cannot be purchased directly by investors. Index performance shown for illustrative purposes only and does not 
predict or depict the performance of any investment.

Source: Bloomberg, National Council of Real Estate Investment Fiduciaries, as of December 31, 2023.

Figure 3: Public U.S. Real Estate Has Historically Exhibited Low Correlation  
to Other Asset Classes 
Annualized Asset Class Correlations (2003-2023)
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U.S. Equities 1.00 0.89 0.76 0.07 0.04

International Equities 1.00 0.69 0.11 (0.01)

Public U.S. Real Estate 1.00 0.23 0.14

U.S. Fixed Income 1.00 (0.26)

Private U.S. Real Estate 1.00

Correlation Explained

Correlation measures how two investments move in relation to each other.  
A correlation coefficient of 1 indicates a perfect positive correlation, meaning  
that they move in the same direction by the same amount. A coefficient  
of -1 indicates a perfect negative correlation, meaning that they have  
historically moved in the opposite direction.

A key benefit of a portfolio with low correlation among its various assets  
is reducing the volatility of overall returns.
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Inflation Hedge
We believe private real estate can help insulate an investment 
portfolio from the negative effects of inflation.

Rents often rise with inflationary expectations, sometimes 
even in excess of inflation. In addition, the value of real estate 
assets tends to increase as replacement costs rise. As a result, 
real estate has historically outperformed U.S. equities and 
bonds during periods of above-average inflation (Figure 4).

Figure 4: Private Real Estate Has Generated Strong 
Returns Amid High Inflation
Average Quarterly Returns When U.S. Consumer Inflation 
Was Above Average

Past performance does not guarantee future results. Higher-than- 
average inflation is measured as when the year-over-year U.S. 
Consumer Price Index exceeded 4%. During those periods, we 
examined the average returns of Private U.S. Real Estate represented 
by the NCREIF Fund Index – Open End Diversified Core Equity 
(NFI-ODCE); U.S. Equities by the S&P 500 Index; and U.S. Fixed 
Income by the Bloomberg U.S. Aggregate Bond Index. Indexes are 
unmanaged and cannot be purchased directly by investors. Index 
performance shown for illustrative purposes only and does not 
predict or depict the performance of any investment. 

Source: Bloomberg, National Council of Real Estate Investment 
Fiduciaries, as of December 31, 2023. 
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Potential Tax Advantages
Direct real estate ownership can help reduce an investor’s 
effective tax rate and can increase after-tax yields—particularly  
in scenarios where return of capital is high (Figure 5).

Figure 5: Real Estate Can Offer Attractive  
After-Tax Yield2

Historical analysis does not guarantee future results. For illustrative 
purposes only and assumes $100,000 investment with 5% ($5,000) 
annualized distribution taxed at highest federal tax bracket. The 
example does not include state taxes. An investor could be subject  
to state income tax in their state of residence, which would lower  
the after-tax yield received by the investor. The illustration is provided 
for informational purposes only and does not predict tax effects  
or depict the performance of any investment. 

Source: Bloomberg, National Council of Real Estate Investment 
Fiduciaries, as of December 31, 2023.
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Real Estate Tax Terminology Explained

• ��For tax purposes, non-traded real estate investment trusts (REITs) distributions are taxed at different rates depending 
on whether they are characterized as ordinary income, capital gains or return-of-capital.

• ��Distributions are paid out of available cash flow, which reflects non-cash items, such as depreciation, instead  
of net income. 

• �Return-of-capital distributions are tax-deferred and reduce the shareholder’s cost basis. 

• �An investment sold for a gain after more than one year would be taxed as a long-term capital gain. 

The tax information herein is provided for informational purposes only and does not constitute tax advice. Because each investor’s  
tax position is different, investors should consult with their own tax advisor.
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Endnotes

1 �Source: 2020 Institutional Real Estate Allocations Monitor; Ithaca, NY: Cornell University’s Baker 
Program in Real Estate, and Hodes Weill & Associates, LP, October 2020. The report includes 
research collected on a blind basis from 212 institutional investors in 24 countries. Data as of 2020. 

2	After-tax yield does not take into account other taxes that may be owed on an investment in a REIT 
when the investor redeems his or her shares.

©2024 Oaktree Capital Management, L.P.; ©2024 Brookfield Oaktree Wealth Solutions LLC;  
and ©2024 Brookfield Public Securities Group LLC.

Brookfield Asset Management Inc. completed a 62% acquisition of Oaktree Capital Group, LLC 
(“Oaktree”) on September 30, 2019. Brookfield Oaktree Wealth Solutions LLC and Brookfield Public 
Securities Group LLC (“PSG”) are subsidiaries of Brookfield Asset Management Inc. (“Brookfield”). 
Brookfield Oaktree Wealth Solutions LLC is registered as a broker-dealer with the U.S. Securities 
and Exchange Commission (SEC) and is a member of the Financial Industry Regulatory Authority, 
Inc. (FINRA) and the Securities Investor Protection Corporation (SIPC). This commentary and the 
information contained herein are for educational and informational purposes only and do not 
constitute, and should not be construed as, an offer to sell, or a solicitation of an offer to buy,  
any securities or related financial instruments. This commentary discusses broad market, industry 
or sector trends, or other general economic or market conditions, and it is being provided on  
a confidential basis. It is not intended to provide an overview of the terms applicable to any 
products sponsored by Brookfield Asset Management Inc. and its affiliates (together, “Brookfield”).

Except where otherwise noted, this commentary contains information and views as of April 2022, 
and such information and views are subject to change without notice. Some of the information 
provided herein has been prepared based on Brookfield’s internal research, and certain  
information is based on various assumptions made by Brookfield, any of which may prove  
to be incorrect. Brookfield may not have verified (and disclaims any obligation to verify) the 
accuracy or completeness of any information included herein, including information that has 
been provided by third parties, and you cannot rely on Brookfield as having verified any of the 
information. The information provided herein reflects Brookfield’s perspectives and beliefs  
as of the date of this commentary.

Forward-Looking Statements

Information herein contains, includes or is based upon forward-looking statements within the 
meaning of the federal securities laws, specifically Section 21E of the Securities Exchange Act 
of 1934, as amended, and Canadian securities laws. Forward-looking statements include all 
statements, other than statements of historical fact, that address future activities, events or 
developments, including, without limitation, business or investment strategy or measures to 
implement strategy, competitive strengths, goals, expansion and growth of our business, plans, 
prospects and references to our future success. You can identify these statements by the fact that 
they do not relate strictly to historical or current facts. Words such as “anticipate,” “estimate,” 
“expect,” “project,” “intend,” “plan,” “believe” and other similar words are intended to identify  
these forward-looking statements. Forward-looking statements can be affected by inaccurate 
assumptions or by known or unknown risks and uncertainties. Many such factors will be important 
in determining our actual future results or outcomes. Consequently, no forward-looking statement 
can be guaranteed. Our actual results or outcomes may vary materially. Given these uncertainties,  
you should not place undue reliance on these forward-looking statements. 

A Word About Risk

Real Estate investing is subject to some degree of risk. The value of an investment will fluctuate over 
time, and an investor may gain or lose money, or the entire investment. Past performance  
is no guarantee of future results.
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Investment Products: Not FDIC Insured | May Lose Value | Not Bank Guaranteed
© 2024 Brookfield Corporation. 

Index Provider Disclosures

The quoted indexes within this publication are unmanaged and cannot be purchased directly  
by investors. Index performance is shown for illustrative purposes only and does not predict  
or depict the performance of any investment. There may be material factors relevant to any  
such comparison, such as differences in volatility and regulatory and legal restrictions between  
the indexes shown and any investment in a Brookfield strategy, composite or fund. Brookfield 
obtained all index data from third-party index sponsors and believes the data to be accurate; 
however, Brookfield makes no representation regarding its accuracy. Indexes are unmanaged  
and cannot be purchased directly by investors. Brookfield does not own or participate in the 
construction or day-to-day management of the indexes referenced in this document. The index 
information provided is for your information only and does not imply or predict that a Brookfield 
product will achieve similar results. This information is subject to change without notice. The 
indexes referenced in this document do not reflect any fees, expenses, sales charges or taxes. 
It is not possible to invest directly in an index. The index sponsors permit use of their indexes 
and related data on an “as is” basis, make no warranties regarding same, do not guarantee the 
suitability, quality, accuracy, timeliness and/or completeness of their index or any data included 
in, related to or derived therefrom, and assume no liability in connection with the use of the 
foregoing. The index sponsors have no liability for any direct, indirect, special, incidental, punitive, 
consequential or other damages (including loss of profits). The index sponsors do not sponsor, 
endorse or recommend Brookfield or any of its products or services. Unless otherwise noted,  
all indexes are total-return indexes.

Index Definitions

Bloomberg Barclays U.S. Aggregate Index is a broad-base, market-capitalization-weighted bond 
market index representing intermediate-term investment-grade bonds traded in the United States. 

Consumer Price Index (CPI) is a measure of the average change in prices over time in a fixed market 
basket of goods and services.

MSCI EAFE Index is a stock market index that is designed to measure the equity market 
performance of developed markets (Europe, Australasia and Far East) outside of the U.S.  
and Canada.

NCREIF Fund Index – Open End Diversified Core Equity (NFI-ODCE) is a capitalization-weighted, 
gross-of-fees, time-weighted return index that measures performance of the largest open-end 
commingled funds pursuing a core real estate investment strategy. 

S&P 500 Index is an equity index of 500 widely held large-capitalization U.S. companies.

S&P United States REIT Index defines and measures the investable universe of publicly traded  
real estate investment trusts domiciled in the United States.
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