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An Analysis on Domestic REITs Return & Risk Using GARCH-M Model
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< Abstract >

This paper focuses on the risk and return of REITs portfolio. The interest for risk has been
more increased due to recent global financial crisis. There has been, however, litlle research
about the risk of domestic REITs.

This paper analyzes Korean listed REITS' beta, alpha, and risk-adjusted return and risk
characteristics of individual REITs by using GARCH-M models. KOSPI, BOND and REITs
Return are used for the analysis as independent variables.

The result shows that REITs have low risk characteristics, comparing to the KOSPI. In
addition, Most of individual REITs risk-adjusted returns excess the stock market return. It can
also be concluded that REITs return is more influenced by real estate risk, when the market
is stable. However, after financial crisis, REITs return is done by uncertainty and stock market
risk. This results give fund managers and investors information and implication for the
difference of risk characteristic before and after the financial crisis.
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France 48 72,817
United Kingdom 19 41,437
Japan 42 38,069
Canada 33 22,390
Singapore 20 19,514
Netherlands 8 12,202
HongKong 7 8,818
Belgium 14 6,922
NewZealand 8 2,790
South Africa 6 2,418
Turkey 13 1,665
Malyasia 13 1,520
Germany 2 1,005
South Korea 6 410
Total 451 604,699

Source: E&Y 2008 REITs annual Vinod Kothari REITs



30 HEMslL H|167 M1

k)
o
ot
O
¥Q

At} REITs:= FAA 4R TR= 5ba) g
O o] "hi=rl= 2RSS Bt

T A REITsS] 2laaE okl 4
RSl ke vlasta, g9l
T5ko] REITsS] WaAd3 A|&5A4 o3k
7} thEA 9] oJHE BAE Aol 7]&ATe}
Apargelet @ a}u}. G S Aol
A0 % GARCH-M X

O
Grolgat s $AE Awsig

lo
>

o
re.
il

e

i

o ol ™ 19
i
|

r\r

12

III. RIETs A &4
1. RIETs &3}

2009 L7HA] S-2uetell A A HE REITs O]
T F 4470013, 1070 AAkEo] dAl 719
ZZ7(CR) 237H A= 7, A1 1N,

A3 T F 3NEARE 652D AE7t
Al 77 REITs 970 F 67l Aol dAl

214 REITs:= 371]al H1A8 REITs= 3170th

T WA 59 FY

%} REITs] 7} w9~ 4
AL, <3F 2>°lA ETOI T2 yetel Hls) e
oA A FHXIe

2. A9 WY

M

Apae 7k REITsS] KR2S A9)8}aL 8
N 7 REITstR #4el o] 88 Ase g7
#aollA A= REITs 7219 ?_yg =7} 2}
solw R F7|= 7t 1,38170th REITs+
200235 AFEE7] AFRRgioH Al AA
%7]0]a REITsY] F57F =2 7|35471=2 T
HHO% F7hAEe] A9 glo] BAAHE 71
Jo] AJAFE= 2004 IHEH = GoiSiT 24
GAREE A 7SR 200419
195E HE75DL 2009 797K 01w
B Aol xgelA] eskth A7
=% KOSPI, A#(BOND)S] thel
1S), FAEFES A

W8 REITsS} &2kt

o

719T22A(CR) HFHAE O]‘%’}:‘ =& ARPA, BRARS olfste] 408 @A,
718ke] AA o)1 BAIRE FHEA] - SFA] WA, Hlel, ol 9EzAATE A&l H] w3
(% 3)2uet A7 REITs 71EAl=

3jAhg LR 7l A=Y HE7h | AESY FQER A
EnA=hy IS kyobo | 2002/01/30 | 2006/12/27 5,130 840 ¢, ollE
H2AIT kol 2002/05/31 | 2007/03/22 12,600 1.330 292
Zde|Zejohs realty | 2003/05/13 | 2008/02/20 9,300 660 S, W3
Fdavglz1s ures 2003/08/29 | 2008/05/29 4,445 500 1l 5]
SAF3S ko3 2003/08/30 | 2008/05/29 13,750 680 KR B
W MEH Q| mac 2004/01/18 | 2009/08/01 10,350 76 S
FAWTE ko7 2005/10/26 A= 6.450 600 IS

AAH8E ko8 2006/06/15 b =S 5550 460 o]




2y REITsQ| 4-0l21} X742 o|EM ZES 0|23t 2|AT BA 31

t} 597]7k] KOSPL 78 REITs $°9)&, 1% (29 1) 20 @am BT
W YiAB 7kekele] REITs ATE R — -
th4) _

3. 718 REITs 9] A3} £4]

L=

A REITsS] BAA54E wm g 2= 4 T /(/_——:“
OlFo = T 157} A 33.9% = 7P =9k - C =L
3 el 15yt 53%E g U L
RS RIENATIR PRSEREU RECE Ser PR PR
o} mHmazi Ao A9lel, :Tw 7, 85 EpGe] 24 AnZ2 ww z39 757}
Fool 19j8lel| Yxetu gUE|Felo} 15z 0132 JFE A3 wnE=rh TR v
QE), WAMEL T MA), =3 1,3 00022 UERdT ol AAE]]l KOSPISH
i 3] 9ol AAE et dlai o we Tolth BE REMs] 7o)

18T Z4 27wzl F7kEeEe] dRlelA]

(39 2) REITs 57} 59|

18200




32 E3Meteir M6y m1s
(3£ 4) 7 Reits®] A3} 24
year kyobo kol realty wures ko3 ©] mac ko7 ko8 reits kospi bond T-bill
yooly 0.93 33.89 17.06 -527 27.03 1402 593 410 7.36 1241 551 3.22
FAx}t 10,13 20,11 18.31 14.96 17.32 20,79 19.74 19.35 13.01 25.64 2.06 0.03
He} .00 002 006 006 006 011 013 012 007 1.00 000 0.00
RAP -0.99 32,69 19.23 -8.39 3245 1670 06.99 4,46 11,55 1241 3587 3.20
alpha -1.98 29.48 1250 -9.00 21.98 9.46 2,11 0.14 3,36 0.00 2,22 0.02
ool & 518 824 7.05 9.08 752 909 941 720 7.86 192
AilEE | 057 3159 18,00 -2.34 36,84 1932 770 351 14.40
A B8 Bt o2jdk ATdzhe v AMPOE REITs F7H= Akl sgds
=9 REITsE A7 ARHEA] A¥HGoldstein 2 HEal sz RE Azl ojgrs Hk=
1999 ¢ oot BHdA12003)9]9] ATk & L R e I e e
sk ue} ztolg HeIth ouES} Aarelo] 712t
ZIelEl Gl ES Bl 9.0% AR aRvEze Wsho] 7|2l frifl,
olr ZA 15 29.5% =2 2 2}o]Z Holal 9] Tglal o927 FAR1 FAF) 135, fdEek
o RS AL wEHyE fHss A9E TFOIE Aol 7 xARE TR Afo] wiitelth
HE REITs9 %3 4959 Hito] HHE A3Z Fgksld 7 REITs 2% she HE}
Kol k= Holt}. o]= Y REITs% T e Bol APl mlsl e sk & 4 Q)
Bo] FAHU} Yoo EElal 2IelEo th ez, WHE ALJS BE REITsw 8l2~=
Fo] H= AL w2 HERE she] o] E R o] =& ole Ade Aos By, 33
ek 1, 35, g9E, 9y £om we AANE
sHH g aaE 7Rke JIHRAP)E HH YERASITE FAAMBE EAoA = ol E, g~
2 84%0lA T3 35 32.7%7HA] TR 3, Wlek= KOSPI7} 71 a1 Ade 7P o
wEFO] glof REITsER o7} A7 Afolul= Stttk REITs= ooyt glaaell = 53kl 9]
e = 7 Utk A wWigES vsebdas 7 Akl glom gaas 7Aeke e FA RN
FO)FA 2 AJo]E Ho|E o]f= REITsE © SO Il ES
it 5 R|E Aakel] whE wizbApel wi
ot}
REITsS] 7]|zARke Addghsitoz o3|
Ak vimjilel] efste] REITs “grhldEo]
5) REITsS] wWl=71ZoA w714 &, A, HE 52 FAstY & Jihdd s 34
BANBES HE FUHe BTt Ao F FlES W FYER A Yo R Fikete 4
AR A F9 ZAYW 785 E 2008 7€ 31¥94 FhE 4



=L REITsQ| TS0 AR 0|24 2¥S 08¢ 2[23 &4 33

Iv. A5 #4

1. GARCH-M &3 XA

X3 2 GARCH-M©] 714 Akl wjitolt).
GARCH-M R&2 GARCH o] Hy4
2o gl ZEnd WEAdS St 2%
WE/go] gl Zejulle] AR Fa% 9
AMIAE AESH= Eolrt. AF3|9A 7}
AES @A Bofroll digh BAo R 420159
7k a8kl oleet Jido] Ageh=A o
55 AuE e Byl £ AlAE

GARCH-M (Engle®] 1987)2] HFA o)A o

ARFS FAA), AAUTE), RETCHED
FO1E9] 3991 o AT S Hslo]
A8tk g

theel Al WA ew T,

td
ot
rlo

Ry = byt Z}lblf@,tw bRy, 1+

bbRb,t— 1 + 'Ylog(h]t)—'_ cjt (Z\—l 1)

hjt = oyt 0¢1€§,t71+0¢2hm71 (&l 2)

€192, ~ N(0, hy) (21 3)

A)S HigaoR Adesad, F2Es
=, REITs#]2~=17} REITs 9] $¢]8ol ojwsl &
&S MAEAE BAE] 98 7|24l Rijt
+ t AR REITs jo] &, Rj(t-1)< %719
REITs T9E, Rk(t-1)2 #7]e] 4 9%,
Rb(t-1)> #7]9] AAF)ES VERATh 9 4
s A7l FA50E, AHBClE, REITs
of et F71(H)] REITs )% jo] 77t
6 by, bioll 93l AAEC) 2l e
Aol gk wks-2 wjFHSE ol ofe)
=1

wbr] REITs 72152 T2|(Rk), AIURb), REITs
o AR A7) bR, o WEA
22221 Zell9) ylog(h,) ol oa) F4HT

B Aele wEd g Zen|gl W
AL WEA glag ZEn)yg W
e 2a¥EE Fsar glrke 1Ear F42
Ak, b, e A 1717F] AR Eoi(lag). &
Aol A AE 4= 9l J3l7] 91et

Aolv] Qluksow d7le] wiEdo] @le] Sl

oy o
e
o M

o
e

I o2

o
)

0,
Ir
fo
il
it

Z5 4wt AA oA AlF 7
ARe] FAA] h(t-1)ell o3l Agect dukAl
GARCH E3olA o,.a, = ARCH wi7l¥<,
o, GARCH "I/i¥sE et B3¢ A

6) Elyasiani and Mansur(1998)& log(hn®] Beh7} B2boli} BEA} Fejol vl 222 o 2 vepic

a g



34 ESMEIT ®167 AI1S

e HeiME W AT o, o, ay
7F el whs 7HAok s, ay a, 9§
1B A= o) + a, < 18R 208 553t
AR I o) + oy T4 AE3E ekt

B)A2 78 5 A3} ¢, = 09 B3t WE
A WFhy o] BARS T e oAk
o= Aot

2. ¥4 A=

GARCH-M RFo|X&= g ~3, Az
=, REITsAHA| #]2~=7} REITs 9] =] Eol 1%
T 9%s 1] fEA A gEReR A9
FAGKIS)), T4 tigW2 KOSPIAS, 1
i A7 FA3 REITs A2 U9 dHoE S
ARE-3I3iT,

Z1zYo] Ao djgh 4ol AR aHEe}
of $ES LERITE AE E°] KOSPIAG?]
FOlES thede] YeRd 4 Qirh

R, = LN(KOSPI(t) / KOSPI (t-1))

REITs®] “do= F7F AlAIAbelS &3 Ay
= T ES v 7P A ssl Ad
= W ER s 5 Ath 2 AFellA
Tl ETRS BAol 285iit)

REITsA5E AP REITs% 2004919 1Y
HE 20091 7€ 319704 8709 REITsE &

rlr

7) FFAAAFKIS) = 541G H7HKISH AR 7H24 3 Ah7F Ay SARY

—1ov ﬁ

weREoR A%

3lo] 2B
REITsol| thallAl= %
Alepel] 3ERIAZIT

FEH7E 71H o= REITsS] W5 43}
a2k A FE9171 ourE s SAlel vk
7] AR 71391 20073V R A7) &
71% o] A48t

722 A 24 KOSPIZF Har FolES A
skl glom 93s Y= EFHAHE KOSPI

Tl A A" 671

PaulA] A Z1EA AR

ju s

Ll

7} 71 Ack iz KOSPISE REITsE ()&
2 mERRe] fmoz Zojxl Hee Holw

91, A== AP} REITs B5 380} A4 1
27b e G e Ase] f9
Jarque-Beta 5 EAIFE 1% TwollA BF &

Aoz %9/]}&0] 712ks]e] 7} WMpge] Favt

ATFRLT obde wAF. oleld 71257
I
e}

T3 White o]iAF A4 ofit4to] glitk=
AFHEE 1% ool 7128130t Box-
Lejung Q 7780lA 483} REITsE= AlAIDo] =}
7Vdte] glths AN7MES 7175100t webA
ol T AFwe] WA Al o
HAJL A7PAAQ] GARCHES S o] &3t

r{m

9] BS FolFa qirk B Wl ey
4 SR gletel BE WS SR 2
2} ADF, PPE 991 2% 23t 2§l
F 1% ol weie] EAA s AoR A

o

5 2E AR 142 o

}%(S&Psoo KOSPD) ¢} ©+=3 7 (DOW-JONES, NIKKE225)$1 01} =1 REITsE A
19] "ol glxl7] wjEol
£ o] guepiss kst AR B9

g_})ﬂz‘;}
st A3 1%l g



AEo] A AAEIS BRI .

%3k ARCH-LM ¥} Box-Lejung Q statistics 73
4 ARE Fol tid AAE el ojw tE
oS FEj7F "olaiAl & WA [

o1 2 a2
21515110

3. ¥4 43

A, w5971, 589171015 37 =
A AA| e EAARE et
FaA o= AlEE A, 4 REITs7) 1%0©]
W oA fFold Alow vkt
REITsﬂ A7)(t-1)8] FelEe
0.026, H?ﬂ#

Z A

-0.156, T2

0.434 REITs 37
UrE}kkE}. [oks)

F&
14
O

19
i
rE
offt
[~
W
2
;ra

g

T3k GARCH-M 8ol REITs $=¢}&2] ¥

R, oleld WAt 340] 1giEe] Al
we} et Sk @20 e wgoR

TOES7HE Q8e] REITs 2=z en]{lo]
A=A E AR 93k Aotk ¥4 A
I, WeAe] gl Zn|ddel miXe ks
UeElE i7iAIE y(logs 202 YERtoL)
BAHOE oo YUTE ©l= REITs T+
ol g zZaugle] fleS ngitt o=
Devaney(2001)2] Equity REITs<} Najand(2006)<]
04‘?9} O]i]'é}% ﬁﬂr‘“/}.

A s, ol
o 3] o) ATOR BRI
3, a, = A AR A HE R A7k

AXR ap, an 7F 25 1% *%oﬂx frejgk

F40] @)z 2ol FaEL FAS o)
£ 5 7z $AF
A A 8971 o)A T897] o]
ES T = -
BOND KOSPI REITS BOND KOSPI REITS BOND KOSPI REITS
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Minimum -0.680 | -11.172 -7.683 -0.579 | -11.172 -7.683 -0.647 -9.914 -3.650
Std, Dev, 0.131 1.629 0.826 0.131 1.574 0.801 0.131 1.849 0.845
Skewness 0.007 -0.561 -1.459 0.417 -0.662 -1.349 -0.070 -0.273 -0.072
Kurtosis 8.084 9.264 22.616 8.882 0.779 19.648 7.181 10.611 8.569
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Mean Equation| Coef z-Stat Prob Coef z-Stat Prob Coef z-Stat Prob
LOG(GARCH) | -0.044 -1.497 | 0.135 -0.024 -0.515 | 0.606 0.041 0.518 0.604
C 0.010 0.281 | 0.779 0.004 0.052 | 0.958 0.109 2,719 | 0.007
BOND(-1) 0.434 4.173 | 0.000** | 0.080 0.449 | 0.654 0.571 2,459 | 0.014*
KOSPI(-1) 0.026 3,414 | 0.001** | 0.005 0.464 0.642 0.030 1.669 0.095*
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Variance Equation
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GARCH(-1) 0.360 13.452 | 0.000** | 0.565 8.931 | 0.000*** | 0.010 0.283 | 0.777
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1) &el2 83 4) THxt 2 Box - ljung Q statistics (FHF)
Null Hypothesis: BOND has a unit root(Et¢{=0| QICH null hypothesis: Ztx} Xp7| A-2HQICH
t-Statistic | 1% level Prob Al o oz
iz [ADE test -34.886 -3435 0 lag [AC | PAC | Q-Stat[Prob [AC | PAC | Q-Stat|[Prob |AC | PAC [Q-Stat |Prob
PP test -35.162 3435 0 1 | 004 004 214] 014] 003 003 | 067] 041 006 [ 006 121 ] 027
o [ADF test -22.480 -3437 0 2 | 004 004 451] 011]-001]-001] 070] 071] 009 [ 009 464 | 010
PP test -26.562 -3437 0 3 | 005] 005] 862] 004] 006 006 | 463] 020 005 004 554 | 014
o |ADF test -19.590 -3447 0 4 | 002] 002| 922]| 006 002| 002 | 495 029 002 | 000 5.63| 023
PP test -19.619 -3447 0 5 | 001 001 945] 009] 003 003 | 562] 035 002 [ 001 5.83 | 032
Null Hypothesis: KOSPI has a unit root 6 | 002 002 1007 ] 012] 003 003 | 664] 036 002 [ 002 6.05 [ 042
K| |ADF test -36.223 -3435 0 7 | 004 004 1223] 009 001| 000 | 668 046 [ 009 | 009 9.56 [ 022
PP test -36.213 -3435 0 8 | 000 [|-000[ 1224 ] 014]-000[-001 [ 669] 057 |- 000 |- 0.02 9.57 [ 030
0|7 |ADF test -30.134 -3437 0 9 |-000|-001] 1225] 020] 003 | 003 | 752| 058|-005 ]| 007 1067] 030
PP test -30.126 3437 0 10 |- 000 |- 001 | 1226] 027] 001 001 | 767 | 066 |- 003 [-003 | 1093| 036
0|Z |ADF test -19.562 -3447 0 11 | 005 005[ 1538] 017] 001 | 001 | 779] 073 006 | 007 1220] 035
PP test -19.561 -3447 0 12 | 001 001 1563] 021] 001 001 | 796| 079 002 | 002 | 1235] 042
Null Hypothesis: REITS has a unit root 13 | 002 001 [ 1598 ] 025] 001 | 000 | 801] 084 003 | 002 1273] 047
K| |ADF test -16.938 -3435 0 14 | 003 002 1703 ] 026]-003[-003 | 875| 085| 007 | 006 | 1494| 038
PP test -33.988 3435 0 15 | 004 003| 1892] 022] 003 003 | 978] 083 004 | 003 | 1557] 041
0|F |ADF test -15.594 -3437 0 16 | 001 001 1914 026 004 004 | 1176 | 076 |- 002 |- 002 | 1570 | 047
PP test -31.604 -3437 0 17 |-002 - 003 1987 ] 028]-001 - 001 ] 1187] 081]-003 [-005]| 1617] 051
0|Z |ADF test -10.400 -3447 0 18 | 006 005[ 2403 ] 015] 004 003 ] 1319 078 | 008 | 007 | 1875] 041
PP test -17.294 -3447 0 19 | 001 001 2431] 019]-003-003] 1381 ] 080 006 | 006 | 2015] 039
20 | 002 002 2481 ] 021] 001 001 ] 1386] 084 002 [ 000] 2029] 044
2) o] 24 AHHY
Heteroskedasticity Test: White 5) X}7|Ak2to]| i St Ljung-Box Q statistics (FHT)
null hypothesis: not Heteroskedasticity (0[4&4t0] OfL|C}) null hypothesis: TA[X}7EX| O XtE0f| A|AH G At2tAI7F EXSHR] 24=CH
test Coefficient |df(RA} S E) Prob. BOND KOSPI REITs
) [ostatstic 27.470 [F(9,1370) 0 lag [AC | PAC |Q-stat[Prob [AC  |PAC |Q-Stat|[Prob |aC |PAC [Q-Stat [Prob
Obs*R-squared | 210.961 |Chi-Square(9) 0 1 | 006] 006] 511] 002] 003| 003 | 087 035] 011 [ 011 | 17.38| 000
o |Frstatistic 7.729 |[F(9978) 0 2 | 000|-000] 511] 008]-001]-001] 099 061] 017 ] 016| 59.07 | 000
Obs*R-squared 65.609 |Chi-Square(9) 0 3 | 006 006[ 1076 001 | 001 ] 001 | 104 079 011 | 007 | 7446 000
o |Estatistic 7.083 |F(9.383) 0 4 |-001[-002| 1094 | 003|004 |- 004 | 282 | 059 002 |-002 | 7513 [ 000
T |Obs*R-squared 56.078 |Chi-Square(9) 0 5 |-002-002 | 1166 | 004 |-003[-003 | 439 049 002 [-001| 7572 000
6 | 007] 007 [ 1814 001 004 [ 004 | 655| 036]-002[-003]| 7629 000
3) Xp7| A aAd™ 7 | 002 002 1879 | 001 |- 002 |- 002 | 719 | 041|002 [-002| 76.89 | 000
Heteroskedasticity Test: ARCH LM 8 | 000 000[ 1879 002 |- 001|001 | 746 049]-006 |- 005| 8122 000
null hypothesis: 4| Xp7| AR+ CH 9 | 005 004 2194 001 002 ] 002 | 823 051-005|-003| 8431 000
test Coefficient |df(Xt 8.5) Prob. 10 | 004 004 | 2451 ] 001 001 ] 001 | 845| 059-004 [-001| 8622 000
Hy [ostatstic 0.079 | F(1,1377) 0778 11 | 010 010 3727 ] 000 [-002|-002 | 900 062 | 000 | 003 | 8623 000
Obs*R-squared 0.080 | Chi-Square(1) | 0778 12 | 006 | 004 | 4258 | 000|003 |- 003 | 1032 059 | 004 | 005| 8823 000
o [Fostatstic 0.367 | F(1,985) 0545 13 |- 003 |- 004 [ 4395] 000 005[ 006 | 1401 037 ] 003 [ 003 ] 8965 000
Obs*R-squared 0.367 | Chi-Square(1) | 0544 14 | 002 | 002 | 4440] 000 |- 001 |- 001 | 1423 | 043 | 006 | 004 | 9435 000
o |Frstatistic 0.372 | F(1,389) 0542 15 |-002 |- 003 [ 4477 ] 000 - 003 |- 003 ] 1564 041 002 |- 001 ]| 9500 000
Obs*R-squared 0.374 | Chi-Square(1) | 0.541 16 | 002 | 003 | 4527 | 000 | 001 [ 001 | 1574 | 047 | 005 | 002 | 9809 | 000
17 | 005] 003 4813 ] 000001 |- 001 [ 1592 | 053 |- 004 |- 0.06 | 100.17 | 000
18 | 001]-000| 4834 | 000| 003 004 | 1714 | 051 | 005 [ 005 | 10417 | 000
19 [ 001| 001 4845 000]| 003 002 | 1859 | 048 | 004 | 005 | 106.60 | 000
20 |- 004 |- 006 | 51.01| 000 | 001 | 001 | 1869 | 054 | 003 | 003 | 107.98 | 000




