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Section 1:
Global Real Estate Market
Real estate used to be just buildings. It is now a financial
asset and, over the past decade, real estate has become a
significant global financial asset. Since the mid-1990s,
there has been significant growth in the aggregate size
and number of global property funds.1 And, while the
REIT market has experienced steady growth as the 
leading markets have passed the necessary legislation,
the more dramatic growth has been in the universe of 
unlisted real estate vehicles.2

Yet, unlike private markets, which have a 
well-established regulatory and reporting
framework with high levels of transparency,

unlisted real estate vehicles have largely 
existed “in fragmented and divergent 

regulatory regimes with limited 
regulatory reporting requirements 
and significantly lower levels of 
transaction transparency.”3

The growth and increasing 
globalization of the market, 

combined with a maturation of the 
industry and a growing range of 

investment options, has resulted in growing pressure 
to establish effective global performance standards. 
Meaningful benchmarks for assessing the performance 
of non-listed real estate investments and increasing
transparency and accountability in the industry are a
growing requirement. 

One way to achieve this is through investment 
performance measurement and benchmarking. 
Investment performance measurement and benchmarking
across real estate markets allows investors and fund
managers to compare property returns with other major
asset classes, identify trends in key market sectors and
evaluate property performance across countries.4

Having a means of comparing performance on a 
risk-adjusted basis facilitates making cross-national 
investment decisions that are based on reliable, 
consistent information. Ultimately, this can result in 
access to more reliable information, more sound 
investment and better risk management.

This InfoBurst identifies several examples of existing 
indices for non-listed real estate, and analyses the 
positive and negative aspects of using these indices as
benchmarks. Potential changes stemming from new 
regulations – particularly regulations revised as a result
of the recession’s impact on the industry – are discussed.
Finally, suggestions for how the industry can make 
improvements to establishing and using global 
investment performance standards are offered. 

Section 2:
Benchmark types and 
current indices 

Benchmark types
• The market benchmark

There are two distinct benchmark types. First, we
might attribute fund returns by reference to returns 
delivered by the direct property market, as measured
by NCREIF, IPD and others. Whether funds have been
working with absolute or relative return benchmarks,
the main driver of returns will usually be the market.
The relationship of delivered returns to the relevant
market, adjusting for leverage, fees and anything that
would cause the fund to be riskier than the risk of the
market, reveals the level of alpha (out-performance or
under-performance) relative to the returns that should
have been delivered for an average fund with the 
observed level of market exposure, leverage and fees.
It will also report the delivered beta (sensitivity to the
market, or market risk) resulting from both leverage
and property selection. The basic return measures
used in this analysis are the annual total return in each
year of the fund life, and the time-weighted return,
which averages these returns over the fund life.

• The peer group benchmark
Second, we might relate fund returns to peer groups of
similar funds, defined by geography (Europe ex-UK
funds, for example), sector (office funds), style 
(value-added/opportunity), vintage (inception date) 
or combinations of these. The basic return measures
used in this analysis are IRR and equity multiple 
values (projected to fund termination where the fund 
is still live), but given the limitations of the IRR and
multiple as useful measures for investors we can add
annual total returns and time-weighted returns relative
to the peer group as additional measures. In both
cases these measures should be seen as “stylised
facts” (a simplified presentation or broad 
generalisation of a more complex empirical finding).  

An index aggregates market information to provide 
investors with a more accurate representation of the 
underlying asset performance. Indices – particularly 
quarterly indices –give investors and fund managers a
means to measure and evaluate the performance of their
non-listed property fund portfolios. Indices can also be
used to gauge trends in main real estate indicators 
(values and market rent, capitalization rates, vacancy, 
operating costs, etc.) for various property types and
across various geographic areas.5 Global property 
indices look at standing investments for a specific 
period, while a benchmark looks at the whole portfolio,
including all active managed properties (including 
transactions and developments). 
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1 ULI-Europe, “Have property funds 
performed?” February 2011
2 Baum, Andrew, Real Estate Funds,
Chapter 19, p. 4.
3 http://www.ipe.com/magazine/bench-
marking-in-private_16939.php?catego-
ryid=517
4 Member Interview, June 2011
5 Urban Real Estate Blog: http://ur-
banusrealestate.blogspot.com/2007/12/r
eal-estate-performance-measures.html
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Performance measures illustrate how a portfolio has 
performed compared to the market weighted average, 
the selected benchmark or the identified peers – did the 
portfolio achieve a better or worse rate of return? 
Performance measures also demonstrate whether a 
portfolio has met investment objectives. With 
benchmarks, investors can answer the question “by 
how much did the portfolio out-, or under-, perform the
target return or benchmark?”6 Thus, performance 
measurements can indicate whether a particular 
investment strategy, manager or fund has been 
successful.7

The rise in interest in performance measurement did not
just begin as a result of the recent recession. Indeed,
property investors began using performance 
measurement and benchmarking services as a standard
portfolio management tool after the 1990s correction.8

Since the 1990s, though, the need for benchmarking has
grown globally, as “a change in the investment strategy 
of pension funds and other professional investors has
generated an increased investor appetite for global real
estate investment.”9

There are many benchmarks and these typically are 
tailored to individual investors. Yet, benchmarks have
typically been based on domestic indices. As real estate
has become a more global investment strategy, the 
demand for global, or multinational, benchmarks and 
performance standards has increased.10 “We are seeing 
a lot of increasing demand from global investors,” said
one interviewee. “They tended to use domestic U.S.
benchmarks. When they invested overseas, though, 
they still used domestic benchmarks. Now they are 
needing multinational benchmarks.”

Building a global benchmark is much easier said than
done, though. Domestic benchmarks are much more 
developed than cross-national benchmarks.11 This is
partly because not all countries provide the same quality
of data. And, the frequency with which data is compiled
varies, from daily to annually. And, not all benchmarks
are created equally. For example, in the United States,
benchmarks are more likely to be a number, with 
compensation linked to that. In fact, some question
whether a truly global benchmark is possible or worth
pursuing.

Section 3:
Global Investment Performance
Standards
The issue of global investment performance standards is
constantly evolving. This complex, weighty issue has
grown in importance for the real estate investment 
industry as investing has become more cross-national
and the demand for disclosure, accountability and 
transparency has grown. Indeed, this is an issue of great
concern to ULI members.

GIPS (Global Investment Performance Standards) are 
a rigorous set of voluntary investment performance
measurement standards that assure potential clients that
investment firms and fund managers are calculating and
presenting investment performance results consistently
and with full disclosure. The standards were established
in the 1980s, after misuse of investment performance 
information caused the U.S. Securities and Exchange
Commission to move toward regulatory action. The 
Chartered Financial Analyst Institute instead took the 
initiative to attempt to standardize how investment 
managers report investment performance to clients.  
Over the years, the standards have been revised – the
most recent revision occurred in 2010 and included
guidance specifically for real estate investments. Today,
GIPS standards are promoted by organisations in more
than 32 countries.

GIPS standards provide an ethical, self-regulated way 
to communicate investment performance figures to
prospective clients. They are designed to provide 
investors with adequate performance information to 
ensure that stable investment decisions are made. The
standards provide firms with an enhanced ability to 
compete globally and give investors the ability to make
comparisons across markets. The standards cover topics
such as input data, calculation, methodologies, 
composite construction, performance presentation and
disclosure in both traditional and alternative asset
classes, including real estate.12

Because of the increasing globalisation of the investment
markets, traditional investment firms and fund managers
voluntarily comply with GIPS to provide investors with
confidence, as well as to compete with other global 
firms more easily, using a level playing field of 
performance data.

Yet, not many real estate managers comply with GIPS.
Exploring why real estate investment managers have not
picked up GIPS is an area of interest for the industry, and
for ULI members. For example, does the industry need to
move more toward GIPS, or vice versa? Does GIPS 
provide investors with the assurance they are looking 
for about performance?

6 Baum, Andrew and David Hartzell,
Global Property Investment: Strategies,
Structures, Decisions, John Wiley &
Sons, 2011
7 Baum, Andrew and David Hartzell,
Global Property Investment: Strategies,
Structures, Decisions, John Wiley &
Sons, 2011
8 Baum, Andrew and David Hartzell,
Global Property Investment: Strategies,
Structures, Decisions, John Wiley &
Sons, 2011
9 Baum, A (2008, forthcoming) The
Emergence of Real Estate Funds, in 
Peterson, A (ed.) Real Estate Finance:
Law, Regulation and Practice, London,
LexisNexis
http://propertyfundsresearch.com/pdfs/0
80526%20REF%20ch%2012%20Baum.
pdf
10 Member Interview, May 2011
11 Member Interview, May 2011
12 http://www.gipsstandards.org/
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According to fund managers and investors, the industry
can focus on a number of things in the short term to help
with developing global performance standards. Moving
toward standardization would allow comparison of 
performance to be made more easily and on an equal
basis. Coverage also needs improvement, particularly in
Asia. A consistent, standard publishing frequency is vital,
too. Currently, indices publish at a variety of frequencies,
from daily to annually. A quarterly frequency seems to
satisfy most fund managers. And, fund managers say, the
use of similar accounting standards is essential.

External valuation is also an area of concern. Currently,
not all properties are valued externally each year, which
greatly skews an index’s results and does not provide a
completely objective picture. External appraisals are 
particularly more difficult for closed-end funds and for
the more opportunistic style of investing typically used 
in the United States. Going forward, however, fund 
managers expect investor demands to cause most new
funds to annually value their properties externally.

One company asks its fund managers to participate in
INREV, which helps standardize performance and 
accounting measurements. Many larger organisations 
already do this, while some smaller niche firms may not
have had the incentives to do their business in this way.
With the increasing demand for consistency, accuracy
and replicability, though, this will likely change.
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Section 4:
Institutional investors’ 
perspective on current 
performance measurement 
Fund managers cite an increasing need for a more 
consistent, more accurate and more replicable method for
measuring performance in the industry. Yet, they say the
goal of a truly global benchmark for non-listed, indirect
real estate is not available – and may not be possible.

“It’s very unlikely that there can ever be adoption of one
benchmark,” said one fund manager. Adds one investor:
“There isn’t a benchmark available. In fact, we don’t even
use the word benchmark because we will never replicate
an index. ‘Benchmark’ implies too much information than
what is actually available for indirect, unlisted property. 
It is just not possible to have a benchmark for 
performance evaluation.”

Instead, indices are available that are helpful for 
performance evaluation and for making meaningful 
comparative assessments of funds. For example, one 
investor said he looked at the fund indices available and
opted to use INREV’s Core Fund Index, which, while it is
only an index, matches the risk-return profile of the 
manager’s portfolio. “What we are doing works fine. 
I don’t think a benchmark will ever happen because it 
implies so much more,” said a fund manager.

Another fund manager uses a listed real estate index, with
its long-term historical series as a proxy for returns in
real estate. Admitting that this is far from ideal, the fund
manager said an absolute-return benchmark is used
based on the requirements that are needed for liabilities.

INREV’s Performance Measurement and Benchmarking
Committee, for one, has the objective of defining 
standards of performance measurement for non-listed
real estate vehicles and creating suitable indices to
benchmark performance.13 The committee is also looking
at new style definitions and implications. Providing 
consistent definitions of how real estate performance is
measured internationally is a much-needed step, the
managers and investors say.

One thing necessary to having a serious index is freezing
of an index. Indeed, one fund manager said it is critical
that any benchmark or index should be closed and not 
allow new participants. INREV recently took this step
when it froze its Annual Index, eliminating the historic
difficulty of indices being subject to change and locking
down figures between 2001-2010. As a result, INREV’s
Annual Index provides the industry with its first basis for
a consistent, standard index and helps provide a clearer
and more accurate picture of the market.14

13 http://www.inrev.org/index.php?op-
tion=com_content&task=view&id=25&Ite
mid=25
14 Member Interview, June 2011; and
http://inrev.org/index.php?option=com_c
ontent&task=view&id=1488&Itemid=68

InfoBurst Global_Layout 1  28/09/2011  11:46  Page 6



05

Section 5:
Conclusions
In addition to the recommendations from institutional 
investors and fund managers discussed above, another
avenue for improving performance measurement and
benchmarking is education.15 Helping clients and 
investors understand benchmarks will then help the 
industry better promote transparency and accountability.
As the proliferation of benchmarks and the number of 
indices increase, there is also concern that this could
cause confusion about what real estate investment is 
over the next few years.

The demand for global benchmarking will only intensify
in the future. For example, a big shift toward more retail
investment is already taking place in the real estate 
investment industry, and this will likely necessitate a
need for almost daily benchmarking. On the other hand,
sovereign fund investors have a long-term view, and
hence a need for benchmarking.

The need for more global regulation and a consistent
global standard will grow. Indeed, the view is “if it’s not
measured, it’s not managed.” Thus, the discussion about
what constitutes a ‘proper benchmark’ will continue
among investors, managers and others in the industry, as
well as within organisations such as ULI, INREV and IPD.
A changing regulatory landscape also will influence the

relationship between investors and fund managers. 
This could lead to an increase in the frequency of fund 
reporting, which could put pressure on fund managers 
to adopt a uniform approach in fund accounting and 
reporting to ensure that their clients meet the regulatory
requirements.16

There is a danger that peer group benchmarks and 
absolute return targets, used without reference to the 
underlying property market, will create a separated asset
class of property funds which is separated from the direct
property market.  To lose this point of reference would
make it more difficult for investors to judge appropriate
fees and leverage, and probably harder for managers to
raise capital in a difficult market.

Discussion about measuring performance and 
benchmarking will continue to evolve, among ULI 
members and throughout the industry, particularly as 
the unlisted real estate market continues to grow globally.
The industry can focus on both short- and long-term goals
to address the issues of transparency, accountability and
risk management. Continuing to work toward such goals
will, ultimately, allow performance to be measured correctly,
leading to better risk management, sounder investment 
decisions and increased investing in the industry.

ULI Europe Policy & Practice sub-committee on 
global investment performance standards
Chaired by: Ivo deWit, Global Portfolio Manager – CB Richard Ellis Investors
Andrew Baum, Ph.D., Academic Fellow, ULI Europe, Professor of Land Management – University of Reading;
Piet Eichholtz, Ph.D., Professor of Finance and Real Estate, and Chair of the Finance Department – 
Maastricht University; 
Jeffrey D. Fisher, Ph.D., CRE, Director – Center for Real Estate Studies; Professor of Real Estate at the 
Indiana University Kelley School of Business;
John Forbes, Partner – Real Estate Funds, PwC;
Peter Hobbs, Ph.D., Senior Director – Group Business Development, IPD;
Patrick Kanters, Managing Director Global Real Estate – APG Asset Management;
Anne Kavanagh, Global Head of Property Services Group – AXA Real Estate Investment Managers;
Greg Mackinnon, Ph.D., CFA – Director of Research, Pension Real Estate Association;
Davide Manstretta, Head of Performance Analysis – IPD; 
Damian Regan, Private Equity Performance Assurance Leader – PwC; 
Mary Tam, Group Business Coordination Manager – IPD;
Maarten van der Spek, Senior Strategist – PGGM Investments

15 Member Interview, May 2011
16 ULI-Europe, “Have property funds 
performed?” February 2011

ULI Europe’s research is directed by the European Policy and Practice committee, chaired by 
Anne Kavanagh, AXA REIM and Rosemary Feenan, Jones Lang LaSalle and led by Alexandra Notay at ULI.

This InfoBurst was written and research by Louise Evans, Research Assistant, ULI Europe and Meredith Whitten, 
Research Intern, ULI Europe and edited by Alexandra Notay, Vice President, Strategic Programmes, ULI.
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29 Gloucester Place Tel: +44 (0)20 7487 9570
London Fax: +44 (0)20 7486 8652
W1U 8HX Email: ulieurope@uli.org
United Kingdom Web: www.uli-europe.org

About the Urban Land Institute
ULI – the Urban Land Institute – is a non-profit research and education organisation supported by its members. 
Founded in Chicago in 1936, the institute now has over 30,000 members in 95 countries worldwide, representing
the entire spectrum of land use and real estate development disciplines and working in private enterprise and
public service. In Europe, we have over 2,000 members supported by a regional office in London and a small
team in Frankfurt. 

www.uli.org
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Some of the current indices, on which benchmarks can be based, include the following.

• IPD (Property Indices) – IPD publish property-level indices across 23 countries worldwide, as well as the Global Index covering 23 
markets. The purpose of the Global Index is to promote market transparency to property investment markets around the world by comparing
property returns with other assets on an equal footing. All IPD national market indices are based on IPD’s compilation and analysis of detailed
financial data provided by property investors and fund managers in each market regarding their portfolios. IPD has data from more than 1,076
funds and 52,411 assets, worth more than $1.3 trillion (Dec 2010). 

• IPD PPFI (Pooled Property Fund Indices) – IPD also produce value-weighted fund-level index, based on the most recent quarter-end 
Net Asset Value (NAV) of the constituent pooled property funds. It provides an independent view of current market performance and the 
performance of the funds active within it. The indices are published in the UK, Italy, Australia, German Open-Ended Funds, Pan-European 
Funds and a combined European Fund Performance Indicator with pilot studies in other markets. The European PPFI covers over 298 funds 
with a NAV of €157.7bn and performance history going back to 2000 (June 2010).  The IPD Pooled Property Fund Indices are widely used as
benchmarks by investors and fund managers active in the property funds market.

• NPI (NCREIF Property Index) – Published quarterly by NCREIF, NPI is an unleveraged property-level appraisal-based index primarily used
in the United States. Established in 1982, NPI was “the first serious attempt to build an index that could serve to represent the performance of
U.S. commercial real estate as an asset class.”17 As of the second quarter of 2009, NPI included 6,123 properties with an appraised value of 
more than $250 billion. The return data for the NPI can be analysed by sector and region, as well as subsectors and sub-regions.18

• NFI ODCE (NCREIF Fund Index Open-End Diversified Core Equity) – Launched in 2005, NFI-ODCE, published quarterly by NCREIF, 
is an index of investment returns for leveraged funds reported on both a historical and current basis. The aggregate results of 26 open-end 
commingled funds pursuing a core investment strategy, some of which have performance histories dating back to the 1970s, the ODCE is 
capitalization-weighted and is reported gross of fees. As of the second quarter of 2009, ODCE’s net assets were about $54 billion. 

• Preqin – Preqin provides a fund database with information input from pension fund managers. Preqin calculates benchmarks using 
performance returns for more than 800 funds from its online database. These comparative tools include median, weighted and average 
benchmarks by fund strategy and region focus. The coverage of Preqin’s data represents returns for more than 60 percent of all capital raised,
with coverage for funds above $500 million rising to 75 percent. 

• Property Funds Research (PFR) – PFR is an independent research and information business which  aims to be a leading provider of 
high quality data and research describing the major sources of capital, investment vehicles, managers and advisors which together largely 
define the UK, European and global institutional property markets. PFR holds using performance returns on global property funds as part of 
its database of over 2,500 property funds. It offers managers customised performance reports relative to both the underlying property markets
and to peer groups.

• INREV (Investors in Non-Listed Real Estate Vehicles) – Launched in 2003, INREV seeks to increase the accessibility of non-listed 
real estate funds by promoting transparency, professionalism and standards of best practice. INREV has more than 340 members, which 
include some of Europe’s leading institutional investors that have approximately €140 billion of real estate assets under management. INREV
provides guidance to fund managers and institutional investors on how to present information on non-listed real estate funds consistently and
transparently by providing an integrated set of principles, best practice requirements and additional guidance for governance and information
provision in relation to non-listed real estate vehicles.19

ULI Europe InfoBurst has been printed on
FSC Accredited paper and printed with 
vegetable based inks.

17 MacKinnon, G. (January 2010) 
“A Primer on Commercial Real 
Estate Indices” 
18 http://www.ncreif.org/data.aspx;
MacKinnon, G. (January 2010) “A Primer
on Commercial Real Estate Indices” 
19 http://www.inrev.org/
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