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Real Estate Investment Trusts and Stock Price Reversals
Stephen J. Larson. Journal of Real Estate Finance and Economics. Boston: Feb
2005. Vol. 30, Iss. 1; p. 81

A trigger value of -5% is used to identify a sample of real estate trusts (REITS) that

experience substantial one-day price declines. Abnormal returns are then calculated
for the subsequent two-day period. The results of this study suggest stock price
reversals are associated with extreme stock price declines for REITS. Hence, it
appears the market overreacts at the time unfavorable information about REITS is
disseminated. The degree of reversal across the sample is assessed according to
variables such as the initial price decline (day 0), pre-event leakage (day -1), size
(capitalization), the type of real estate investment trust, and relative trading volume.

The transmission of shocks across real estate investment trust (REIT) markets
James E Payne, Hassan Mohammadi. Applied Financial Economics. London:
Nov 15, 2004. Vol. 14, Iss. 17; p. 1211

This paper examines the transmission of shocks across equity, mortgage, and hybrid
real estate investment trusts (REITs). Though the augmented Dickey-Fuller,
Phillips-Perron, and Kwiatkowski-Phillips-Schmidt-Shin unit root tests reveal that the
respective REITs are integrated of order one, Johansen-Juselius cointegration tests




suggest that the three REIT markets are not cointegrated. The absence of cointegration
supports the proposition of financial market efficiency proposed by Granger and by
Richards. Granger-causality tests and Wald tests of long-run relations are presented to
examine the short-run dynamics of the respective REIT markets; moreover, the
generalized impulse response analysis reveals that shocks across the REIT markets
are disseminated quickly.

Do Management Changes Matter? An Empirical Investigation of REIT
Performance

G Stacy Sirmans, H Swint Friday, Russell M Price. The Journal of Real Estate
Research. Sacramento: Apr-Jun 2006.Vol.28, Iss. 2; pg. 131, 18 pgs

Management's effects on REIT performance cannot be directly observed. Stock
returns provide a source for this information. This study analyzed 420 management
changes affecting 158 REITs from 1984 to 2002. The purpose was to determine if
negative performance, measured by abnormal returns and cumulative abnormal
returns, leads to a management change. The effects of performance are measured over
several categories: announcements/appointments, hires (including elections to board)
and forced departures (resignations). Performance is also measured in relation to
changes in board structure and officer structure. The results show that, at a period of
one year prior to the management change, negative performance is significant across
the entire sample and the five aforementioned categories. When performance is
measured up to ten days after the change announcement, it shows an increased effect.
At ten days prior to changes, the level of significance decreases. This suggests that the
effects of the proposed change have already been accounted for. The one-year
pre-event window shows that negative performance has the most significant effects on
board structure and forced resignations; it has little to no effect on hires and officer
changes. The use of a REIT composite equal-weighted return, instead of the NYSE/
AMEX/NASDAQ composite equal-weighted return, produces a larger negative
performance effect.

Examining the long-term effects of management changes, a persistent negative effect
up to nine months after the change announcement was found. Surprisingly, expected
positive effects after announcement of a management change do not occur at a
significant level until two years after the announcement. When a REIT composite
equal-weighted return is used, a positive effect does not occur at all.

The ability of negative performance to predict management changes was examined.
No significant effects were found.



Do Managerial Motives Impact Dividend Decisions in REITs?
Chinmoy Ghosh, C. F. Sirmans. Journal of Real Estate Finance and Economics.
Boston: May 2006.Vol.32, Iss. 3; pg. 327

Conflict of interest between shareholders (principal) and managers (agent) is a
potential weakness of the modern corporate form. Various monitoring
mechanisms--pay for performance compensation schemes, mix of cash compensation
and long term compensation, the independence of the board of directors, the market
for takeovers, and capital structure--have been developed to discipline management
and motivate them to maximize shareholder wealth. We test the hypothesis that
dividend payout levels reflect the quality of and motivation for managerial decision
making and are a function of performance and monitoring effectiveness. Consistent
with this hypothesis, our analyses indicate that dividend payout, and dividend yield
are functions of corporate performance, board structure, CEO tenure, and CEO
ownership of company shares. [PUBLICATION ABSTRACT]

The response of real estate investment trust returns to macroeconomic shocks
Bradley T Ewing, James E Payne. Journal of Business Research. New York: Mar
2005. Vol. 58, Iss. 3; p. 293

To date, there has been considerable concern with evaluating the performance of real
estate returns or determining the significance of fundamental state variables. This
paper differs from the existing literature by identifying the response of real estate
investment trust (REIT) returns to unexpected changes in the_real output growth, the
inflation, the default risk premium, and the stance of monetary policy utilizing the
newly developed technique of generalized impulse response analysis. The generalized
impulse response method does not impose a priori restrictions as to the relative
importance each of these variables may play in the transmission process. The results
show the extent and the magnitude of the relationship between the REIT market and
macroeconomic factors. In particular, we find that shocks to monetary policy,
economic growth, and inflation all lead to lower than expected returns, while a shock
to the default risk premium is associated with higher future returns.

REITs, IPO Waves and Long-Run Performance
Richard J Buttimer, David C Hyland, Anthony B Sanders. Real Estate
Economics. Bloomington: Spring 2005. Vol. 33, Iss. 1; p. 51 (37 pages)

The real estate investment trust (REIT) industry has undergone three waves of initial



public offerings (IPOs) since 1980. In this article we examine these waves within the
context of the general IPO wave literature. We note that the unique nature of REITS
may render them more transparent than other stocks, and that this may affect their
IPO performance. Specifically we ocument the initial and long-run performance of
equity REIT IPOs during and after each wave,and we then examine which of the
general IPO clustering and pricing theories best fits that performance data. We find
evidence of much smaller initial returns than is typically found for non-REIT IPOs.
We also find no evidence of the longrun negative abnormal performance forREITs
that is normally found for other stocks. Our findings support the idea that the Capital
Demand Hypothesis best describes the REIT IPO market, although we also find some
weak evidence in favor of the Information Asymmetry Hypothesis. We find evidence
against the Investor Sentiment Hypothesis.

Initial Public Offerings and Real Estate Investment Trusts
Anonymous. Journal of Real Estate Literature. Cleveland: 2005. Vol. 13, Iss. 1; p.
85 (1 page) Copyright American Real Estate Society 2005

Holsonback, Sandra F. Lehigh University, 2003. Initial Public Offerings and Real
Estate Investment Trusts. Perhaps due to tight credit in real estate markets, private
real estate companies often form as Real Estate Investment Trusts (REITS) in order to
raise capital. REIT initial public offerings(IPO) trade in the same markets and are
subject to the same SEC regulations as equity stocks. Interestingly, however, REIT
IPOs do not exhibit significant initial day under-pricing, which is common among
new equity issues. This study compares the IPOs of four industries: retail,
manufacturers of communication equipment, software development and REITs and
finds evidence to support the theory of asymmetric information in IPOs, whereby
investors are compensated for risk through underpricing. Furthermore, excessive
initial day returns of REIT IPOs appear to be influenced by underwriter reputation,
percentage of the company sold and offering size.

How Much Do REITs Pay for Their IPOs?
Hsuan-Chi Chen, Chiuling Lu. Journal of Real Estate Finance and Economics.
Boston: Sep 2006. Vol.33, Iss. 2; pg. 105

Previous studies have documented the reversal in the initial returns of REIT IPOs
from overpricing in the 1980s to underpricing in the 1990s. We find that the gross
spreads of REIT IPOs decreased significantly in the 1990s. In particular, there is a
bimodal clustering for gross spreads at 6.5 and 7.0%. Moreover, in the 1980s around




94% of REIT IPOs had integer offer prices, most of which were priced at either $10
or $20. However, the proportion of integer offer prices decreased to 64% in the 1990s.
Higher gross spreads, overpricing, and high frequency of integer offer prices for REIT
IPOs in the 1980s are consistent with the marketing hypothesis that in the 1980s REIT
IPOs were mainly marketed to less-informed individual investors. Our results explain
the dynamic process employed by underwriters in the setting of gross spreads and the
pricing of REIT IPOs as a new financial product in response to various structural
changes in REITS.

The Friday Effect in European Securitized Real Estate Index Returns
Veera Lenkkeri, Wessel Marquering, Ben Strunkmann-Meister. Journal of Real
Estate Finance and Economics. Boston: Aug 2006. Vol.33, Iss. 1; pg. 31

This study extends research on the day-of-the-week effect towards European real
estate indices. We examine this anomaly for several European securitized real estate
index returns between 1990 and 2003. Although the countries under analysis have
unique country-specific patterns, we find that eight out of eleven European countries
exhibit abnormally high Friday returns. Moreover, two different Europe indices also
exhibit the Friday anomaly. The anomaly is robust with respect to extreme
observations, alternative specifications and several well-known calendar effects.

Analysis of international joint ventures within real estate investment trusts
Ryan Crumley, Donna K Fisher. Briefings in Real Estate Finance. London: Jan
2005. Vol 4, Iss. 3; p. 217 (11 pages)

This paper examines international joint ventures (IJVs) by Real Estate Investment
Trusts(REITS). Efforts are focused on foreign investors acquiring US-based
properties. The 1JVsexamined in this study appeared to be motivated by the foreign
investors' desire to invest in US property. In this regard, foreign investors perceive US
investments to be associated with less political and economic risk. Several
characteristics emerge from the 1JVs studied; specifically, 1JVs present unique
opportunities for global expansion for US firms otherwise prohibited by foreign
governments. Further, 1JVs allow firms to obtain additional capital resources. In most
cases, IJVs are time consuming and messy to design. 1JVs as are unstable
arrangements with, more than likely, one firm seeking to dissolve the arrangement in
no more than 5 years. 1JVs generally follow a very structured plan that includes
opportunity assessment, evaluation, design and implementation.



The Case for REITs in the Mixed-Asset Portfolio in the Short and Long Run
Stephen Lee, Simon Stevenson. Journal of Real Estate Portfolio Management.
Boston: Jan-Apr 2005. Vol. 11, Iss. 1; p. 55 (26 pages)

The poor performance of the Stock Market in the United States up to the middle of
2003 has meant that real estate investment trusts (REITS) are increasingly been seen
as an attractive addition to the mixed-asset portfolio. However, there is little evidence
to indicate the consistency of the role REITs should play in the mixed-asset portfolio
over different investment horizons. This study's results highlight that REITs do play a
significant role over both different time horizons and holding periods. The findings
show that REITSs attractiveness as a diversification asset increase as the holding period
increases. In addition, their diversification qualities span the entire efficient frontier,
providing return enhancement properties at the lower end of the frontier, switching to
risk reduction qualities at the top end of the frontier.

Financing and investing considerations for REITs
Phillip S Scherrer. Corporate Governance. Bradford: 2004. Vol. 4, Iss. 4; p. 78 (5

pages)

As equity markets decline, bonds and REITs (Real Estate Investment Trusts) become
more appealing to investors. Although REITs stocks are equity based their continual
return is more bond-like in nature. This article addresses the analyses process for
investing in real estate based equities. The key to any REIT is its management and,
therefore, a subjective factor enters into investing and lending considerations. The
investor or lender must consider the REIT's management's ability and capacity to
operate their entire portfolio of properties and related businesses. Legislation effects
REITs. In late 1998 Congress eliminated the paired share REIT. This changed the
structure of REITs that attempted to adopt the paired share REIT structure. Lenders
and investors favor balanced liability structures. Rating agencies are quick to penalize
over leveraged REITs. Excess reliance on variable rate debt exposes a REIT to
interest rate risk and leads to an eventual mismatch of assets and liabilities.

Mohammad Najand, Crystal Yan Lin, Elizabeth Fitzgerald. Journal of Real
Estate Portfolio Management. Boston: May-Aug 2006. Vol.12, Iss. 2; pg.167, 9

pgs

Given the recent interest in Real Estate Investment Trusts (REITSs), this study
investigates whether REITs provide investors with a superior risk-return trade off.



Utilizing a conditional CAPM, the findings reveal that equity REITs have
outperformed the stock market with an average abnormal annual return of 2.25% with
a low time-varying beta of around .24 during the June 1995 to December 2003 period.
Utilizing time-varying risk premium models for equity REITs with GARCH
specifications, the findings reveal that both the ARCH and GARCH effects are
significant in the estimated models. In addition, the volatility shocks are quite
persistent. The results show that the market returns and the first-order autocorrelation
help explain the excess returns of equity REITs. However, the movement of interest
rates contributes to equity REIT returns only when the market return is not present in
the models.
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