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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. 

 

LINK to SURVEY: http://goo.gl/EOjA9U.  
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