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Over the last five 

years there has been 

an increase in interest 

in combining listed 

securities and unlisted 

funds together in a real 

estate allocation – the  

‘blended’ approach.

 

A previous paper (Moss and Far-

relly 2014) showed the benefits of 

the blended approach as it applied 

to UK Defined Contribution Pen-

sion Schemes. The catalyst for a 

follow-up paper has been the recent 

attention focused on German pen-

sion fund allocations, which have 

a relatively low (real estate) equity 

content, and a high bond content.

As an example, the Mercer EU 

Asset Allocation Survey 2014 found 

that the average German Pension 

Fund allocation was as follows:  

 • Bonds 65%

 • Alternatives 11%

 • Property 9%

 • Domestic equities 7%

 • Non-Domestic equities 7%

 • Cash 1%. 

The purpose of the paper is to 

determine whether the performance 

of the property allocation (9%) could 

be improved by adding a listed 

(global) element to the portfolio. We 

used the MSCI Spezialfonds Index 

as a proxy for domestic German 

institutional real estate allocations, 

and the EPRA Global Developed 

Index as a proxy for a global listed 

real estate allocation. 

Key questions
In this paper we set out to answer 

the following four questions:

1. What are the performance 
implications of blending: What 

is the ‘raw’ and risk-adjusted per-

formance impact of adding listed 

real estate (using a buy and hold 

strategy) to an unlisted portfolio 

of German Spezialfonds?

2. Can performance be enhanced 
by using rules-based trading 
strategies: Can this performance 

be enhanced by utilising rules-

based trading strategy such as 

‘trend following’, rather than just 

a simple buy-and-hold strategy? 

3. What is the impact on a mixed 
asset portfolio – How does this 

blended real estate allocation per-

form within a multi-asset pension 

fund portfolio?

4. Are there additional benefits 

available from combining listed 

with unlisted?

Differences from previous studies:

 - Firstly, our dataset comprises 

German unlisted and global listed 
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real estate allocations, whereas 

previous studies have looked 

at the performance impact of 

combining listed and unlisted 

indices of the same country or the 

UK and global listed allocations.

 - Secondly, our study is seeking 

to provide greater understand-

ing of the resultant impact of 

incorporating a real estate asset 

exposure for a specific invest-

ment requirement, namely the 

German pension fund market.

 - Finally, we examine a different 

execution strategy (Trend  

Following) that can be utilised 

for the listed element to 

enhance the risk adjusted 

returns relative to simple 

buy-and-hold listed strategy.  

Jan 05 - Mar 15 Inclusive MSCI  
Spezialfonds

EPRA Developed 
Index

70% SFonds/  
30% EPRA

Annualised Return (%) 2.88 9.64 5.42

Annualised Volatility (%) 1.03 21.90 6.53

Sharpe Ratio 1.05 0.36 0.55

Max Drawdown (%) 0.09 64.23 19.41

Jan 05 - Mar 15 Inclusive MSCI Spezialfonds EPRA with Trend Foll. 70% Spezialfonds/  
30% EPRA Trend Foll.

Annualised Return (%) 2.88 16.37 6.94

Annualised Volatility (%) 1.03 11.62 3.45

Sharpe Ratio 1.05 1.25 1.49

Max Drawdown (%) 0.09 9.20 1.83

The key points are: 
 - By blending a 30% global listed 

portfolio with a 70% allocation to 

Spezialfonds, returns increase from 

2.88% p.a. to 5.42% pa. 

 - Volatility increases, but only to 

6.53%. 

 - The most noticeable impact is 

on maximum drawdown which 

increases to 19.4%.    

 - There is therefore a significant 

improvement in performance, but 

we need to explore strategies that 

could enhance risk-adjusted as 

well as raw returns. 

2) Can performance be enhanced by using rules-based trading strategies: 
By using a simple trend following strategy for the listed element (based on a ten month moving average) we are able 

to improve performance significantly as follows:

The key points are:
 - Raw returns are improved from 

the simple 70/30 blended portfolio, 

by over 150 Bps p.a from 5.42% to 

6.94% p.a. 

 - The raw returns have increased by 

406 Bps p.a. from 2.88% to 6.94% 

p.a. by adding this rules-based 

listed element to a Spezialfonds 

portfolio.

 - Significantly, there is only a mar-

ginal increase in volatility from 

1.03% to 3.45%

 - The Sharpe Ratio has increased 

from 1.05 to 1.49.

 - The Maximum Drawdown ratio is 

now only 1.83% compared to 19.4% 

using a buy and hold strategy. >

RESULTS AND CONCLUSIONS 
1) Performance implications of blending: 
We show below the impact of adding a constant 30% global listed element to a Spezialfonds allocation. 

NB. Quarterly Data in EUR.

NB. Quarterly Data in EUR.
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3) What is the impact on a mixed-asset portfolio –  
How does this blended real estate allocation affect the performance of a multi-asset pension fund portfolio?

 100% Spzl 70/30 50/50 70/30 TF 50/50 TF

Annualised return (%) 7.66 7.9 8.06 8.03 8.28

Annualised Volatility (%) 6.43 6.61 6.76 6.55 6.64

Sharpe Ratio 0.91 0.92 0.93 0.95 0.98

Max Drawdown (%) 8.96 9.58 9.99 8.97 8.98

We have taken a standard German 

pension-fund allocation of 65% 

Bonds, 7% Domestic equities, 7% 

non-domestic equities, 9% real 

estate, and 11% alternatives as our 

benchmark mult-asset portfolio. 

We have then altered the composi-

tion of the real state weighting. The 

weightings are: a 100% allocation to 

Spezialfonds, a 70/30 unlisted/listed 

blended portfolio, a 50/50 blended 

portfolio, and finally the same 

balance but with Trend Following 

applied. 

The results show clearly how 

increasing the listed element of the 

real estate allocation, particularly 

applying Trend Following, can ben-

efit overall portfolio performance 

with an improvement in both the 

raw return (from 7.66% to 8.28%) 

and the Sharpe Ratio (from 0.91 to 

0.98) of the multi-asset portfolio.

4) Are there additional benefits available from  
combining listed with unlisted?

We believe that there are a number 

of other potential benefits in ad-

dition to those quantified above. 

These include, but are not limited to:

 - Liquidity

 - Achieving diversification via stra-

tegic real estate sector allocations 

using the listed sector

 - Yield enhancement

We conclude that this paper has 

provided firm evidence of the im-

provement to raw and risk-adjusted 

returns of combining a global listed 

real estate allocation to a German 

Spezialfonds real estate allocation, 

and how this strategy can benefit a 

German pension fund portfolio.  
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