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Real Estate Investment Portfolio and Value at Risk
Estimated by Bootstrapping Simulation

Lee, Young—-Man

Assistant Professor, Hansung University

Abstract: In order to give REITs(Real Estate Investment Corporations in

Korea) some criteria to make choice of efficient portfolio in real estate investment,
this article is to estimate expected-yield and risk of portfolic by using VaR(Value
at Risk) Model. Assuming that REITs only invest in MBS(Mortgaged Backed
Securities) and housing lease, scenarios about portfolio are made. And
expected-yield rate and VaR of each scenario are computed by Bootstrapping
Simulation.

The conclusion of this article is as follows. The expected-yield rate of MBS
is higher than that of housing lease, also the risk of MBS is higher than that of
housing lease. And there is no portfolio-effect that the better performance is
obtained by mixing two kinds of investment asset, MBS and housing lease. This
means that how many to invest in MBS or housing lease is dependent on
investor’'s propensity to investment. In other word, it means that the more
investors love risk, the more REITs invest in MBS, or the more investors hate
risk, the more RIETSs invest in housing lease.

]I admit that the conclusion is not adapted to real world directly because of
various assumnptions to simplify problems. But I think this article is to contribute

to improving asset management in real estate investment,
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