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Cross-border real estate investors have become an integral 
part of the investment landscape. Not only are the vast 
majority of institutional investors actively looking to deploy 
capital outside of their home region1 , but at US$390bn 
in 2019, cross-border real estate investment accounted 
for roughly a quarter of the global total. Since the start of 
the coronavirus pandemic, limits to international travel 
have disrupted this trend. Yet, we believe that this trend 
will resume once the world economy emerges into a more 
normal post-pandemic environment. In part, this is due to 
increasing institutional allocations to real estate, a general 
underweight in many portfolios as well as an improved 
understanding of the benefits of investing globally. Here we 
set out the case for, and risks associated with, investing in 
real estate internationally.
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The key benefits of investing in global real estate markets 
are three-fold:

• Increased opportunity set. A global real estate allocation 
improves an investors opportunity set in two important 
ways:

o First, by including international markets, investors 
implicitly reduce the risk of home-market bias in 
their holdings. Domestic opportunities can appear 
to have less risk due to investors’ familiarity with 
location-specific risks as well as avoidance of other 
factors such as currency exchange risks. Yet economic 
growth is an uneven global phenomenon that often 
drives strong real estate returns and local supply 
and demand dynamics can accentuate the range 
of returns available to investors, even taking into 
account currency fluctuations. 

o Second, the development and institutionalisation of 
real estate sectors (e.g., multifamily residential, senior 
housing, etc.) is evolving at different paces globally, 
allowing investors to access opportunities that may 
not be available in their home market but that may 
have risk and return characteristics more compatible 
with the investor’s objectives.

• Diversification and lower portfolio-level volatility. 
Countries tend to face different cyclical and structural 
macroeconomic drivers and their real estate markets 
are on their own evolutionary and cyclical path, local real 
estate investment returns are typically asynchronous 
(show low correlations) with each other. Through prudent 
portfolio construction, sophisticated investors can benefit 
from lower portfolio-level return volatility by investing 
internationally and as such reduce overall risk in their real 
estate portfolio. 

• Enhanced return opportunity.  It stands to reason that 
the highest investment returns are not necessarily in one’s 
home market on a consistent basis. Investment returns 
are a factor of occupancy demand, marginal supply 
of space and the cost of capital. Savvy return-seeking 
investors with adequate research can take advantage 
evolving investment dynamics to position their portfolios, 
altering their country and sector allocation over time, to 
enhance their portfolio’s return profile.

Pursuing a global investment strategy requires an 
execution capability designed to take advantage of local 
expertise in order to discover pockets of strong risk-
adjusted returns. 

1. Hodes Weill/Cornell University (2020)
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How global is real estate investment?

Cross-border investment in the listed securities, stocks 
and bonds, is nothing new. Real estate, however, has 
typically lagged behind those asset classes in terms of 
the percentage of the asset class that is available through 
listed securities, as well as the overall transparency and 
governance of the sector. However, cross-border real 
estate investment has been growing as the industry 
continues to institutionalise, and as investors build their 
own international investing expertise. In aggregate, cross-
border investment in real estate reached nearly US$320bn 
in the first three quarters of 2020, of which US$169bn 
was destined exclusively to commercial real estate (CRE)2. 
That, in turn, makes up a close to a quarter of global CRE 
investment activity3,  up notably since the aftermath of the 
global financial crisis (GFC). 

We expect that the trend to more global real estate 
investing to continue. The recent rise in cross-border 
investment activity, in part, reflects that institutional 
investors have allocated a greater share of their portfolios 
to real estate, resulting in the need for increased 
diversification and search for opportunity. The annual 
Hodes Weill/Cornell University Institutional Real Estate 
Allocations Monitor reports that institutional investors 
are expected to increase their allocation to real estate 
to 10.9% of total assets in 2020, from 8.9% in 2013. 
Moreover, most institutional investors surveyed are 
currently underinvested in real estate assets relative to 
their reported target allocations, suggesting that there is 
currently pent-up demand for real estate. The pandemic 
has reduced investors’ desire to invest internationally. 
However a significant majority of investors continues 
to look to invest in assets located outside of their home 
country. The same survey showed that the majority of 
institutional respondents currently are currently investing 
overseas4. As investors increase their actual allocations to 
real estate closer to their targets, international real estate 
investment also stands to benefit.

Benefits of investing in Global Real Estate
1. Increased opportunity set

An important benefit of pursuing a real estate strategy 
that includes assets outside an investor’s home market is 
that it overcomes a natural home country bias that most 
investors face by increasing the number and range of 
investments available to them in the near term, and even 
further as international markets mature and new real 
estate niche markets develop.  

While investors are typically more familiar with the 
functioning of local real estate markets as compared to 
foreign ones, this familiarity does not necessarily imply 
reduced investment risk, and is more likely the result 
of home country bias. But, by not recognizing this bias, 
investors may end up with unbalanced portfolios and 
unwittingly create a weakness in their portfolios if their 
home country suffers serious economic decline; or 
investors could simply miss out on opportunities offered 
by foreign investments. 

Going global clearly increases an investor’s opportunity 
set. We estimate that the aggregate size of the world’s 
universe of income producing real estate stood at US$57.6 
trillion in 2020. The narrower institutional universe is 
estimated to be somewhat smaller, at US$10.2 trillion, 
and the listed sector amounts to US$4.6 trillion. However, 
even the world’s largest real estate markets only account 
for a comparatively small share of the world’s real 
estate investible universe. For instance, by incorporating 
international investments, a US institutional investor 
would stand to increase the size of their opportunity set 
by a factor of 2.5x, whilst a Spanish one could see an 
increase of 111 times. (Table 1 overleaf) 

Furthermore, the size of individual countries’ investible 
universe is not fixed over time and this could provide 
additional attractive opportunities. For example, there 
has been significant growth in the size of Asia Pacific’s 
investible universe. Relative to the global universe, Asia 
Pacific’s share has risen from 22% in 2008 to 33% in 20205. 
Under a conservative projection — assuming that a given 
country’s investible universe changes in line with local 
GDP growth — Asian nations like India and China could 
see the size of their real estate stock rise by 99% and 59% 
cumulatively by 2030. Yet, rapidly developing nations 
like China or India are likely to see an even faster rate of 
growth in their investible universe than the rate of growth 

2. RCA (2020)
3. RCA, LaSalle (2020) 
4. 60% of investors based in the Americas, 66% of investors based in the EMEA region, and 80% of Asia Pacific investors were reported to engage in cross-border investment activity. Hodes 

Weill/Cornell University (2020)
5. LaSalle, Oxford Economics (2020)
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of the broader economy would suggest, as they are still 
undergoing a significant period of urbanisation along 
with the maturing of capital markets that should divert 
high levels of savings towards real estate investment and 
other productive uses. By contrast, mature real estate 
markets like the UK and US are likely to see more modest 
rates of economic growth, in the order of 27% and 23% 
respectively on a cumulative basis. 

Admittedly, the size real estate stock in developing 
markets is only one part of the puzzle. Institutional 
investors may well be concerned about the transparency 
and stability of developing countries’ market mechanisms, 
political environments and legal institutions. Investors 
must carefully assess their appetite for taking on such 
risks and develop a cohesive framework to monitor and 
underwrite these risks and ensure they are adequately 
compensated for taking them.

It follows that changes to the structural characteristics 
of real estate markets can also increase an investor’s 
opportunity set. Improvements in transparency and 

governance have become a key driver of the shift towards 
increased cross-border investment in the real estate 
space. Through improved visibility of asset performance 
and market fundamentals as well as better guidelines 
around governance, a greater number of nations 
now meet investors’ requirements. This trend is also 
highlighted by the fact that a rising share of institutional 
real estate investors have formal Environmental Social and 
Governance (ESG) policies in place6. 

By investing on a global scale, it is possible to gain 
exposure to markets that are maturing rapidly, as 
exemplified by improvements in market transparency. 
According to JLL’s latest Global Real Estate Transparency 
Index (GRETI), countries like India, China and Japan have 
seen important improvements in transparency over 
the last 15 years. LaSalle’s research shows that there is 
a positive link between transparency scores and cross-
border real estate investment, suggesting that investors 
are likely to adapt their target allocations in response to 
structural changes in market conditions and practices. 

Country Institutional Invested Real 
Estate Universe (US$ Billions)

Potential expansion of 
opportunity set by going global

United States 2,937 2.5x

Japan 1,266 7.1x

China 964 9.6x

United Kingdom 547 17.7x

Germany 520 18.7x

France 400 24.5x

Canada 303 32.7x

Australia 285 34.8x

Hong Kong 273 36.4x

Switzerland 237 42.0x

Sweden 204 49.1x

Singapore 199 50.3x

Netherlands 160 62.7x

Brazil 137 73.4x

South Korea 134 75.2x

Mexico 103 98.5x

Italy 101 100.2x

Spain 91 111.0x

Table 1: Real Estate Investible Universe (2020)

Source: LaSalle (2020)

6. Hodes Weill/Cornell University (2020)
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Investors also stand to increase their opportunity set 
due to the availability of niche sectors in overseas 
markets that may not exist in an investor’s home market. 
The globalization of, for instance, the industrial and 
multifamily real estate asset classes are good examples 
where investors with a global remit could have benefit 
from accessing these trends in markets where these types 
of strategies were pioneered. Having a global view and 
identifying successful investment themes and trends in 
foreign markets enables those cross-border investors to 
be early supporters of these themes and trends. 

As the global real estate markets have evolved, they 
have tended to become more transparent through the 
creation of global, regional and national benchmarks, 
as well as with the proliferation of listed real estate 
vehicles. The creation of listed and unlisted vehicles is 
beneficial for investors as they can gain information about 
the performance and pricing of real estate assets. The 
creation of market indices can also be self-reinforcing 
as it motivates firms to get included, leading to a more 
complete view of the performance of the investor universe 
driving greater transparency. Meanwhile, the existence 
of indices can give investors comfort as they are able to 
measure the performance of the assets that they hold I 
relation to an objective point of comparison. 

2. Improved Diversification

The second main reason to pursue global real estate 
strategies is that they allow investors to take advantage 
of the localised nature of real estate markets to create 
portfolios with lower overall return volatility than single-
country portfolios. Indeed, real estate is more likely to 
help investors diversify their portfolios geographically than 
other asset classes. For instance, even if domiciled in a 
single country, large-cap equities tend to be global firms 
that generate earnings from many other countries around 
the world. A US investor that holds a significant exposure 
to US equities will implicitly be exposed to markets much 
further afield than the US alone. By contrast, the rents 
generated by real estate are more closely tied to localized 
demand and supply factors, and as such are more likely to 
help diversify an investors’ overall geographical exposure. 
One upshot of an investor failing to invest in real estate 
globally is that they will implicitly have a significantly 
underweight position to all other regions and cities, and 
significantly less diversified portfolios. 

In essence, portfolio diversification allows investors 
to attain higher returns for each unit of risk they take 
on. For investors to attain the benefits of a diversified 
international real estate portfolio, the returns of the 
countries in the portfolio should display low correlations. 
MSCI data provides evidence for the idea that commercial 
real estate total returns have been imperfectly correlated 
across countries. (Chart 1)

Chart 1: Correlation Coefficients of Global All Property Total Returns (2005-2019)

Annual total return correlations based on MSCI Global Index at constant exchange rates
Source: MSCI (2019), LaSalle (2020)
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3. Enhanced Return Profile

Expanding the investment horizon to include markets 
outside an investor’s home nation can also increase the 
expected return of a portfolio. Indeed, investors can 
choose markets based on the underlying strength of their 
real estate markets and their return outlooks, adding 
cross-border cyclical plays to their strategic arsenal. 
Conversely, by only purchasing assets in their domestic 
markets, investors would forego exposure to faster-
growing regions. 

Since macroeconomic conditions can vary greatly from 
country to country and given the close correlation 
between economic growth and rental growth, active 
investors can choose to skew their portfolio allocations 
towards markets with stronger rental trajectories than 
their home market. Chart 2 illustrates the wide range of 
rental growth expectations across countries and sectors.

As noted previously, the link between macroeconomic 
conditions and real estate returns is not linear or uniform, 
hence focusing on the diversity of return outcomes 
available to global investors is key. The dispersion of 

total returns between countries has tended to be vast, as 
shown in Chart 3. For instance, in 2017 Spain recorded 
the strongest annual total return of the 24 countries in 
the MSCI Global Annual Property Index at 14.8%, whilst 
the lowest return was seen in Italy, at 4.8%. The size of 
the dispersion of returns across the 24 countries has also 
varied over time. In times of high market stress, like in 
2009, the standard deviation of returns stood at 9.5%. 
By contrast, in more stable times like in 2017, a standard 
deviation of 2.7% was recorded.

Chart 2: Range of Rental Growth Forecasts in Major Global Markets 
(% p.a., Q2 2020)

Source: LaSalle (Q2 2020)
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Chart 3: Range of Global All Property CRE Total Returns (% p.a.)

These observations imply that active investors can 
strategically adjust country tilts to secure outperformance. 
For example, in the period between 2005 and 2019, global 
real estate returns averaged 7.1% p.a. Yet, assuming an 
investor is able to alter its country tilts proactively they 
could have expected to see an average annual total 
return of 20.0% if they were able to pick the strongest 
performing market each year. Conversely, by picking the 
worst performing nation each year, an investor would 
have stood to see a total return of -3.6%p.a. As highlighted 
by the dotted grey lines in Chart 3, taking into account city 
and sector level returns available within countries, opens 
up even greater possibilities for investors.

Can the pitfalls of global investment be 
overcome?

While the benefits of cross-border investment carry 
important weight, such strategies are not without their 
pitfalls. The principal sources of risk facing investors 
going global include problems around performance 
benchmarking, the large capital requirement to achieve 
diversification, the need for local market knowledge, tax 
considerations, risks around governance of partners/
managers, and currency-related risks.

Benchmarking for performance measurement is amongst 
the main difficulties facing investors in global real estate. 
Indeed, to assess the relative performance of investments 
it is crucial to have an objective point of comparison. 
Fortunately, the emergence of global direct real estate 
indices means that performance benchmark has become 
less problematic. However, the coverage by most data 
providers is either incomplete or imperfect, as the data 
they publish is bound to represent only a subset of the 
investible universe.  We expect global benchmarks to 
improve over time but note that global mandates often 
pursue and absolute return objective, clearly a result of 
lack of confidence in global real estate benchmarks.

The cost of building a sufficiently diversified portfolio 
can also prove to be a challenge for all but the largest 
investors. LaSalle estimates that roughly 30 individual 
properties are necessary to diversify away asset-specific7 
risk.  A conservative estimate assuming average lot sizes 
of US$34m8, would imply that an investor with less than 
US$1 billion of real estate assets would be unable to fully 
diversify property-level risks. Further, such an investor 
would need to develop the capability to source, execute 
and manage these investments, which would be costly and 

7. LaSalle “Number of Assets in a Portfolio” (2017)
8. Based on average global transaction size since 2008. RCA (2019)

Source: MSCI (2020)
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inefficient across a global strategy. Therefore, in practice, 
it is very difficult for a typical investor to construct on 
their own a well-diversified global portfolio of individual 
properties as the vast majority of institutional investors 
tend to have assets under management significantly 
below the US$1bn threshold detailed above9. 

However, gaining exposure to real estate indirectly, 
via funds or other pooled structures may improve the 
efficiency in reaching the number of positions required 
by an investor to benefit from diversification. This stems 
from the fact that each investment vehicle chosen by 
an indirect investor will contain multiple properties, and 
some may already be designed to provide investors well-
balanced exposures. That said, leverage provides another 
complicating factor. As most funds will employ some 
positive amount of leverage, the volatility of fund returns 
is likely to be higher than an unlevered benchmark and 
close attention should be paid to a portfolio’s leverage. 
As such, an intimate understanding of the component 
indirect vehicles within a global real estate portfolio, and 
the market forces acting on them is vital.

It is also important to recognise the risk posed by going 
global at a late stage of the cycle. While country specific 

risks can be mitigated by constructing a portfolio made up 
of international real estate, there is still a latent risk that all 
markets will suffer a period of weakness at the same time. 
This is what we observed during the 2008/09 crisis, and 
to some extent at the onset of the COVID-19 pandemic. 
In the latter of these cases, divergent government 
approaches and institutional arrangements have meant 
that the severity of the downturn and the speed of 
recovery is expected to be uneven across countries and 
sectors, reducing the synchronicity of the shock. To avoid 
the global market risks that cannot be diversified away, 
investors should maintain a disciplined approach focusing 
on high quality assets in the locations that provide the 
best trade off between risk and return.

Choosing the right country/sector allocations can also 
be problematic for investors that lack a local knowledge 
of a market. Without a deep understanding of structural 
and cyclical trends, market conventions, locational 
specificities, or a network on the ground to source 
attractive investment opportunities, many of the benefits 
of global investment would be hard to attain. The use of 
a specialised investment manager, with a strong track 
record in international investment markets can help 
overcome some of these problems. 

Chart 4: Range of Global CRE Total Returns incuding City/Sectors (% p.a.)

9. Hodes Weill/Cornell University (2020)

Source: MSCI (2020)



Why Global Real Estate?  9

Other sources of risk around international real estate 
investment include variations in international tax 
regimes. Indeed, not all jurisdictions offer advantageous 
tax structures, and this could cause an uneven drag 
on returns depending on the jurisdiction in question. 
Admittedly, these risks can equally be treated as 
opportunities for investors in different domiciles.

Similarly, the choice of managers/sponsors to partner 
raises important questions for investors. For instance, 
management fees may be significantly higher (or lower) 
depending on the strategy style, and/or location of the 
vehicle. Investors should focus on finding reliable and 
trustworthy local partners. Meanwhile, the choice of 
investment partners and third-party managers can pose 
important governance-related risks. To navigate through 
these risk factors, investors should ensure that they have 
a globally integrated strategy and clear decision-making 
procedures. 

Finally, not only do real estate investors take on asset-
specific risks, but the income streams they generate 
are subject to swing in line with currency movements 
which are notoriously difficult to predict. As a result, 
political and other non-real estate events could become 
of concern for global portfolio management. Managing 
currency exposures, as well as the cost of hedging these 
positions should be of paramount importance to investors 

and managers alike when determining the relative 
attractiveness of an investment. Overcoming these types 
of problems requires both accurate long-term views on 
the relative macroeconomic risks facing different nations, 
as well as a rigorous stress-testing the sensitivity of the 
assumptions used in the underwriting process to currency 
fluctuations.

Conclusions

In short, the case to make for global real estate investment 
is strong. Expanding the opportunity set helps investors 
access a larger pool of asset-types, as well as exposure 
to sectors that may enjoy a stronger outlook than their 
home-market. With a well-constructed portfolio, investors 
can diversify away asset- or location-specific risks 
producing portfolios with lower levels of return volatility. 
In addition, managers can leverage their expertise 
and local market knowledge to identify the locations 
and asset classes with the strongest return prospects, 
and adjust their sector and location tilts accordingly to 
maximise portfolio-level returns for a given level of risk. 
Nevertheless, prudent management of risks is paramount 
to the successful execution of global real estate strategies 
and investors are well advised to take the risks of global 
investment seriously and seek advice of those expert 
in cross-border portfolio construction and investment 
management. 
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Important Notice and Disclaimer

This publication does not constitute an offer to sell, or the solicitation of an offer to buy, any securities or any interests in any investment products advised by, or 
the advisory services of, LaSalle Investment Management (together with its global investment advisory affiliates, “LaSalle”). This publication has been prepared 
without regard to the specific investment objectives, financial situation or particular needs of recipients and under no circumstances is this publication on its 
own intended to be, or serve as, investment advice. The discussions set forth in this publication are intended for informational purposes only, do not constitute 
investment advice and are subject to correction, completion and amendment without notice. Further, nothing herein constitutes legal or tax advice. Prior to making 
any investment, an investor should consult with its own investment, accounting, legal and tax advisers to independently evaluate the risks, consequences and 
suitability of that investment. LaSalle has taken reasonable care to ensure that the information contained in this publication is accurate and has been obtained 
from reliable sources. Any opinions, forecasts, projections or other statements that are made in this publication are forward-looking statements. Although LaSalle 
believes that the expectations reflected in such forward-looking statements are reasonable, they do involve a number of assumptions, risks and uncertainties. 
Accordingly, LaSalle does not make any express or implied representation or warranty, and no responsibility is accepted with respect to the adequacy, accuracy, 
completeness or reasonableness of the facts, opinions, estimates, forecasts, or other information set out in this publication or any further information, written or 
oral notice, or other document at any time supplied in connection with this publication. LaSalle does not undertake and is under no obligation to update or keep 
current the information or content contained in this publication for future events. LaSalle does not accept any liability in negligence or otherwise for any loss or 
damage suffered by any party resulting from reliance on this publication and nothing contained herein shall be relied upon as a promise or guarantee regarding 
any future events or performance. By accepting receipt of this publication, the recipient agrees not to distribute, offer or sell this publication or copies of it and 
agrees not to make use of the publication other than for its own general information purposes.

Copyright © LaSalle Investment Management 2021. All rights reserved. No part of this document may be reproduced by any means, whether graphically, 
electronically, mechanically or otherwise howsoever, including without limitation photocopying and recording on magnetic tape, or included in any information store 
and/or retrieval system without prior written permission of LaSalle Investment Management.

This document and the information set out herein is summary in nature and does not constitute an offer to sell, or the solicitation of an offer to acquire any interests 
in or for the services of LaSalle or its affiliates (though, if this document is deemed by any law to constitute such an offer, then it is not being made available in any 
jurisdiction where it would be unlawful to make such an offer).  

This document has been prepared without regard to the specific investment objectives, financial situation or particular needs of recipients. This document is not 
to be construed as investment, legal or tax advice and does not consider the particular circumstances of any individual recipient and nor is LaSalle acting as a 
fiduciary of any recipient of this document. By accepting receipt of this document, the recipient agrees not to distribute, offer or sell this document or copies of it 
and agrees not to make use of the document other than for its own general information purposes. 

The views expressed in this document represent the opinions of the persons responsible for it as at its date, and should not be construed as guarantees of 
performance with respect to any investment. LaSalle has taken reasonable care to ensure that the information contained in this document has been obtained 
from reliable sources but no representation or warranty, express or implied, is provided in relation to the accuracy, completeness or reliability of such information. 
LaSalle does not undertake and is under no obligation to update or keep current the information or content contained in this document for future events. LaSalle 
does not accept any liability in negligence or otherwise for any loss or damage suffered by any party resulting from reliance on this document. 

Copyright © LaSalle Investment Management 2021. All rights reserved. No part of this document may be reproduced by any means, whether graphically, 
electronically, mechanically or otherwise howsoever, including without limitation photocopying and recording on magnetic tape, or included in any information store 
and/or retrieval system without prior written permission of LaSalle Investment Management. LaSalle Investment Management is authorised and regulated by the 
Financial Conduct Authority in the UK.
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