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SHIFTING TO OFFENSE 

Encouraged by improving property 
fundamentals, financing conditions 
and balance sheet strength, Real 
Estate Investment Trusts (REITs) 
have begun to aggressively pursue 
property acquisitions, and to a 
lesser extent, new development 
opportunities.  Contrary to 
expectations, real estate investors 
have yet to see the “wave of distressed 
opportunities” emerge.  For high 
quality, well located real estate in 
particular, it is now common to see 
20-30 bidders in heated auctions 
and surprisingly high sale prices. 
Commercial real estate values are 
now 20% off their May 2009 lows 
according to Green Street Advisors 
Commercial Property Price Index. 
Rising valuations have been a function 
of the stronger than expected 
rebound in fundamentals, declining 
return requirements by investors, and 
the lack of real estate product for sale.  

PROPERTY FUNDAMENTALS REBOUNDING EARLIER AND STRONGER 

Property leasing fundamentals remain challenging with elevated vacancy 
levels, rent well off peak levels, and weak negotiating power for landlords 
overall. However, relative to expectations at the start of the year, fundamentals 
are recovering much sooner and stronger than expected, resulting in a slew 
of upward earnings guidance revisions by REIT management teams and Wall 
Street analysts.  This is most visible in property sectors with short term leases 
such as apartments, hotels, and self storage.  In all three cases, occupancy 
levels have been increasing throughout the year and landlords are beginning 
to push through rent or rate increases.  The recovery for these property types 
has occurred about two quarters earlier than anticipated.  Longer term lease 
sectors such as office and shopping malls will not see the immediate impact of 
improving fundamentals.  However, they are likewise seeing rent and occupancy 
levels stabilize and leasing volumes improve.

The Case for REITs

As of June 30, 2010, REITs, as represented by the FTSE NAREIT Equity REIT Index, 
have delivered an approximate 5.56% total return compared to the S&P 500 
Index’s (6.65%) total return,* reflecting the better than expected real estate 
fundamentals and valuations.  

We continue to believe public real estate offers several benefits for an individual 
investor’s portfolio that are particularly relevant in the current low yield 
environment. These benefits include:

• �REITS provide an attractive current income with potential for future dividend 
growth as underlying property cash flows recover. 

• �There is price appreciation potential in the underlying real estate portfolios. 
This is particularly relevant given that we are near a cyclical low in terms of 
underlying property cash flow and real estate valuation levels.

• �Real estate provides inflation hedging characteristics as underlying rents, 
property cash flows, and replacement costs have adjusted with inflation over 
the long term.

*Source: Bloomberg

INDEX DEFINITIONS  (The indexes are unmanaged and it is not possible to invest directly in the indexes.) FTSE NAREIT Equity REIT Index is a free float adjusted index of REITs that 
own, manage and lease investment-grade commercial real estate. Specifically, a company is classified as an Equity REIT if 75% or more of its gross invested book assets is invested in 
real property. S&P 500 Index is a capitalization-weighted index of 500 stocks. The index is designed to measure performance of the broad domestic economy through changes in the 
aggregate market value of 500 stocks representing all major industries. Green Street Commercial Property Price Index (“CPPI”) is a time series of unleveraged U.S. commercial 
property values. CPPI captures the prices at which commercial real estate transactions are currently being negotiated and contracted.
There is no guarantee that the trends and projections noted throughout this piece will continue or come to fruition, and they are subject to change. Past performance is no 
guarantee of future results. Please see the next page for risks and other considerations.



FOR INFORMATION ON INVESTMENT PRODUCTS OFFERING REIT MARKET EXPOSURE,  
PLEASE CONTACT YOUR FINANCIAL PROFESSIONAL OR VISIT www.GUGGENHEIMFUNDS.com.

Guggenheim Real Estate LLC Guggenheim Real Estate (“GRE”) is a real estate investment management company registered as an investment adviser pursuant to the 
Investment Advisers Act. Guggenheim Real Estate is indirectly owned by Guggenheim Partners, LLC and Guggenheim Real Estate Partners L.P., an entity owned by certain 
employees of GRE.

Guggenheim Partners, LLC offers financial services expertise within its asset management, investment advisory, capital markets, institutional finance and merchant banking 
business lines. Clients consist of an elite mix of individuals, family offices, endowments, foundations, insurance companies, pension plans and other institutions that 
together have entrusted the firm with supervision of more than $100 billion in assets. A global diversified financial services firm, Guggenheim Partners, LLC office locations 
include New York, Chicago, Los Angeles, Miami, Boston, Philadelphia, St. Louis, Houston, London, Dublin, Geneva, Hong Kong, Singapore, Mumbai and Dubai.

The real estate market and economic commentary represents the opinion and views of Guggenheim Real Estate LLC based on current market conditions as of  
July 22, 2010 and is subject to change without notice.  Accordingly, no representation or warranty is made to the sufficiency, relevance, importance, 
appropriateness, completeness, or comprehensiveness of the market data, information or summaries contained herein for any specific purpose.  The views 
expressed in this presentation are the views of Guggenheim Real Estate LLC and are subject to change based on market and other conditions. The opinions 
expressed may differ from those of other entities affiliated with Guggenheim Real Estate LLC and Guggenheim Partners, LLC that use different investment 
philosophies. All material has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to 
the current accuracy of, nor liability for, decisions based on such information.

Guggenheim Funds Distributors, Inc. offers strategic investment solutions for financial advisors and their valued clients. As an innovator 
in exchange-traded funds (ETFs), unit investment trusts (UITs) and closed-end funds (CEFs), Guggenheim Funds often leads its peers 
with creative investment strategy solutions. In total, Guggenheim Funds entities provide supervision, management, or servicing on 
approximately $15.3 billion in assets as of June 30, 2010. Guggenheim Funds is a wholly-owned subsidiary of Guggenheim Partners, LLC, 
a global, diversified financial services firm with more than $100 billion in assets under supervision. Guggenheim Partners, through its 
affiliates, provides investment management, investment advisory, insurance, investment banking, and capital markets services. The firm is 
headquartered in Chicago and New York with a global network of offices throughout the United States, Europe, and Asia.
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Risk Considerations  Past performance does not guarantee future results. 
These illustrations are not representative of any Guggenheim Funds product. There 
are risks associated with investing, including the entire loss of principal you invest. 
In general, equity securities will fall due to general market and economic conditions, 
perceptions regarding the industries, or factors relating to specific companies. Focusing 
on an industry/sector may present more risks than investing in securities that are more 
broadly diversified over numerous industries and sectors of the economy. Investments 
in REITs entail risks. REITs may concentrate their investments in specific geographic 
areas or in specific property types, such as hotels, shopping malls, residential complexes 
and office buildings. The value of the REIT and the ability of the REIT to distribute income 
may be adversely affected by several factors, including: rising interest rates; changes in 
the national, state and local economic climate and real estate conditions; perceptions of 
prospective tenants about the safety, convenience and attractiveness of the properties; 

the ability of the owner to provide adequate management, maintenance and insurance; 
the cost of complying with the Americans with Disabilities Act; increased competition 
from new properties; the impact of present or future environmental legislation and 
compliance with environmental laws; changes in real estate taxes and other operating 
expenses; adverse changes in governmental rules and fiscal policies; adverse changes in 
zoning laws; declines in the value of real estate; the downturn in the subprime mortgage 
lending market in the United States; and other factors beyond the control of the issuer 
of the REIT.

This information does not represent an offer to buy or sell securities of any 
Guggenheim Funds product. Consider the investment objectives, risks, charges 
and ongoing expenses of any investment product carefully before investing. 
Guggenheim Funds Distributors, Inc. 2455 Corporate West Drive, Lisle, IL 60532, 
800-345-7999.
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