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The benefits of U.S. real estate in
institutional portfolios

With a recovery under way, the case for investment
in direct U.S. real estate in 2026 has strengthened,
underpinned by a long history of stable risk-adjusted
returns, durable income streams and diversification
benefits that can enhance portfolio resilience through
market cycles.

Over the past 25 years, U.S. real estate
has offered both a strong total return and
lower volatility than many other asset
classes

U.S. direct real estate has delivered a strong average
annual return of 7.5 percent since 2000, making it
one of the better-performing asset classes. While
equities lead in overall performance, allocating to U.S.
real estate can reduce portfolio volatility and smooth
returns. U.S. real estate has historically offered a lower-
risk profile with a standard deviation under 12 percent
versus roughly 17 percent for listed REITs and equities.

Figure 1. U.S. real estate has a history of relatively stable
risk-adjusted returns

Asset Class Risk v. Return
25 Years, 2000-2025

15%
£

0 =
E ¢
5 X NAREIT
@ @
4 S R I
§10% il U.S. Real ?535 ;333
= Estate
=
£ @

i ‘ Higher Risk

10% L e

Standard Deviation

Source: NCREIF, NFI-ODCE data via NCREIF.org from Q4 2000 to Q3
2025

Another hallmark of U.S. real estate is its history of
long, positive return cycles. Over the past 45 years,
only five calendar years posted negative returns, and
downturns have typically been short-lived. Recoveries
following these corrections have lasted 13 to 15 years
on average, delivering annual returns of roughly 11
percent during these periods.

U.S. real estate has historically served as a
steady source of income

Real estate’s resilience is rooted in the reliability of its
income. Approximately two-thirds of U.S. real estate
returns from the past 25 years were generated by
income derived from rental payments on leases. As a
result, real estate has traditionally outperformed other
asset classes with respect to income return.

Figure 2. U.S. real estate has traditionally offered a
higher level of income generation
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Furthermore, over the long term, U.S. real estate's
net operating income has consistently outpaced the
rate of inflation, underscoring real estate's role as an
inflation hedge from an income perspective.

The U.S. is the largest and most liquid
global real estate market

With an estimated market capitalization of roughly
$4.9 trillion, the U.S. real estate market is the top
destination for institutional capital on a global basis.
By comparison, the second and third largest markets,
China and the United Kingdom, are both valued
below $1 trillion.

The U.S. market is also relatively liquid, as measured
by the velocity and volume of transactions. U.S.
transaction volumes, supported by a well-developed
and efficient debt market, are expected to reach over
$400 billion in 2025 — a 12 percent year-over-year
increase.

1. MSCI, Real Capital Analytics, Q3 2025
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Figure 3. The U.S. is nearly 40% of the $12.5 trillion
global real estate market
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The exceptional breadth and diversity of
investments is another constructive feature of the
U.S. real estate market. Its scale spans tech-driven
hubs in the Northeast and Northern California, high-
growth metros fueled by migration and lower costs
in the Southeast and Southwest, and established
centers like New York (finance) and Washington,
D.C. (global political power). This geographic and
economic variety supports a wide range of traditional
and alternative real estate sectors.

ortfolio

U.S. real estate can provide
market

diversification for enhance
resilience

Diversification is an additional benefit of including
direct U.S. real estate in multi-asset portfolios. In
addition to stable risk-adjusted returns and steady
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income, direct real estate's relatively infrequent
trading dampens volatility. Historically, correlations
with listed REITS (0.40 correlation with NAREIT) and
stocks (0.04 correlation with S&P 500 and 0.05 with
Russell 3000) have been low, making direct real estate
less likely to decline in tandem with equities and
helping reduce downside risk.

Figure 4. Low correlations between U.S. real estate and
equities can provide portfolio diversification

Correlation Matrix (2000-2025}
U.S. Real S&P Russell
Estate NAREIT 500 3000
U.S. Real Estate 1.00 0.40 0.04 0.05
NAREIT 0.40 1.00 0.50 0.51
S&P 500 0.04 0.50 1.00 1.00
Russell 3000 0.05 0.51 1.00 1.00

Source: NCREIF, NFI ODCE, All data via NCREIF.org from Q3 2000 to Q3
2025

Conclusion

While direct U.S. real estate may carry risk from
potential delays or limits on redemptions or valuation
lags from infrequent appraisals, its durable income
streams and low correlation with other asset classes
help moderate volatility throughout business cycles
and smooth a portfolio’s return profile. Even amid
near-term macroeconomic uncertainty, U.S. real
estate is well positioned to continue to provide long-
term, stable and risk-adjusted returns for institutional
investors.

COMPANY OVERVIEW

Founded in 1982, TA Realty is an experienced and established
real estate investment management firm. The firm is
headquartered in Boston, Massachusetts, with additional offices in
Newport Beach, California; Dallas, Texas; San Francisco, California
and Ashburn, Virginia. Since its inception, through September
30, 2025, TA Realty has acquired, invested, and/or managed
anroximater $45billion of real estate assets with core, core
plus and value-add strategies and customized separate/advisory
accounts. TA Realty's investment philosophy focuses on creatinﬁ
diversified real estate portfolios that aim to generate strong cas
flow, receive intensive asset management, and achieve long-term
value creation. For over four decades, TA Realty has maintained this
philosophy throughout multiple real estate and economic cycles, a
strength recognized by pension funds, endowments, foundations,
and high-net-worth individuals.

For more information, please visit www.tarealty.com.
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