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• Asset Allocation is the most significant 
driver of returns

• Efficient risk management tool

Why is asset allocation important in 
portfolio construction?



a group of financial instruments that 
have similar financial characteristics 
and behave similarly in the 
marketplace

What is an Asset Class?



Characteristics of an Asset Class?

Asset classes should be mutually exclusive

Asset classes should be diversified

Assets within an asset class should be relatively homogeneous



Different Asset Classes

Bonds

Equities

Property

Private Assets

Hedge Funds???



Do asset classes really diversify portfolio risks?

Equity Market
Risk

Shortfall 
Risk

Idiosyncratic
Risk

Liquidity
Risk



Real Estate as an Asset 
Class



Why Real Estate is so Important?

• The largest asset class in the world (>USD 280 trillion)

• More than all worldwide stocks and securitised debt combined

• Largest store of wealth at three and a half times the total global GDP

Source: Blockinvest, 2022



Gaining exposure to Real Estate

Direct Holdings
Collective schemes 
Invested in Direct 

Property

Companies engaged 
in Real Estate 

Activities
Real Estate 

Investment Trusts 

Pros Greater control

Potential for higher returns

Cons High capital requirements

Concentrated Risks

Pros Diversification

Professional management

Cons Limited control

Liquidity constraints

Pros Professional expertise

Diversification

Cons Market and operational 
risks

Reliance on management

Pros Diversification

Regular income potential

Cons Lack of control

Market and interest rate 
risks



REITs vs Equities

Performance data shown represents past performance. Past performance is no guarantee of future results and current performance may be higher or lower than the performance shown. The investment return and 
principal value of an investment will fluctuate so that an investor's shares, when redeemed, may be worth more or less than their original cost. Average annual total returns include reinvestment of dividends and 
capital gains. To obtain performance data current to the most recent month-end access our website at us.dimensional.com. See Standardized Performance Data and Disclosures. Performance for periods greater 
than one year are annualized unless specified otherwise. Selection of funds, indices and time periods presented chosen by advisor. Indices are not available for direct investment and performance does not reflect 
expenses of an actual portfolio. This report and the information contained herein are subject to the terms of the End User License Agreement for Returns Program.
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REITs vs Equities

Performance data shown represents past performance. Past performance is no guarantee of future results and current performance may be higher or lower than the performance shown. The investment return and 
principal value of an investment will fluctuate so that an investor's shares, when redeemed, may be worth more or less than their original cost. Average annual total returns include reinvestment of dividends and 
capital gains. To obtain performance data current to the most recent month-end access our website at us.dimensional.com. See Standardized Performance Data and Disclosures. Performance for periods greater 
than one year are annualized unless specified otherwise. Selection of funds, indices and time periods presented chosen by advisor. Indices are not available for direct investment and performance does not reflect 
expenses of an actual portfolio. This report and the information contained herein are subject to the terms of the End User License Agreement for Returns Program.



REITs vs Equities
Fama/French five-factor regressions of monthly US REITs index returns on factor returns

Independent
variable

Dow Jones U.S. Select
REIT Index

S&P United States
REIT Index

Intercept (alpha) -0.11 -0.09

t-stat -0.53 -0.43

RM − RF (Market Premium) 0.77 0.79

SMB (Size) 0.43 0.39

HML  (Value) 0.44 0.39

RMW (Profitability) 0.27 0.29

CMA (Investment) 0.01 0.04

R² (adj.) 47.9% 48.5%

Source: Dimensional Fund Advisors (2023)



Style Exposure
REITs vs Equities

Source: Timeline (2023)



REITs vs Equities
Sector Correlations

Global Equities Materials Industrials
Real Estate 
Investment 

Trusts 
Utilities 

Consumer 
Services 

Energy Financials Health Care 
IT and 

Communication 
Services 

Global Equities 1 0.81 0.95 0.73 0.59 0.73 0.64 0.83 0.72 0.89

Materials 0.81 1 0.8 0.51 0.42 0.49 0.65 0.71 0.49 0.65

Industrials 0.95 0.8 1 0.65 0.51 0.69 0.63 0.83 0.65 0.83

Real Estate Investment Trusts 0.73 0.51 0.65 1 0.78 0.52 0.37 0.54 0.63 0.59

Utilities 0.59 0.42 0.51 0.78 1 0.35 0.3 0.37 0.54 0.44

Consumer Services 0.73 0.49 0.69 0.52 0.35 1 0.28 0.49 0.54 0.73

Energy 0.64 0.65 0.63 0.37 0.3 0.28 1 0.72 0.29 0.4

Financials 0.83 0.71 0.83 0.54 0.37 0.49 0.72 1 0.44 0.6

Health Care 0.72 0.49 0.65 0.63 0.54 0.54 0.29 0.44 1 0.6

IT and Communication Services 0.89 0.65 0.83 0.59 0.44 0.73 0.4 0.6 0.6 1

Source: FE Fundinfo. (2022)
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Timeline Planning is a product of Timelineapp Tech Limited. Registered in England. RC: 11405676. Timeline Portfolios (formerly 
Betafolio Ltd) is part of Timeline Holdings Limited (Company number 13266210) incorporated under the laws of England and Wales, 
and operates under the wholly owned regulated subsidiary Timeline Portfolios (Company number 11557205), which is authorised and 
regulated by the Financial Conduct Authority (firm reference number 840807).

This document has been created for information purposes only and has been compiled from sources believed to be reliable. None of
Timeline, its directors, officers or employees accepts liability for any loss arising from the use hereof or reliance hereon or for any act 
or omission by any such person, or makes any representations as to its accuracy and completeness. This document does not 
constitute an offer or solicitation to invest, it is not advice or a personal recommendation nor does it take into account the particular 
investment objectives, financial situation or needs of individual clients and it is recommended that you seek advice concerning 
suitability from your investment adviser.

Investors are warned that past performance is not necessarily a guide to future performance, income is not guaranteed, share prices 
may go up or down and you may not get back the original capital invested. The value of your investment may also rise or fall due to 
changes in tax rates and rates of exchange if different to the currency in which you measure your wealth.

TIMELINE
50 Liverpool Street, 

London, EC2M 7PY 

0203 427 5467


