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MMAANNAAGGEEMMEENNTT  SSUUMMMMAARRYY  
 

Purpose – The purpose of this work is to build a case for 

investing in international real estate focusing on single-

family homes. In so doing, the comparative study takes 

into consideration transaction costs, taxation, as well as 

regulation and other institutional settings. 

 

Design / methodology / approach – In this study aver-

age and total returns of a 20-year investment in four 

representative markets - Germany, Spain, San Diego, 

and Dallas – on two continents are compared against 

the general stock and bond markets. Volatility consid-

erations are discussed, and their impact on return is 

shown. Risks are assessed as well as strategies for its 

reduction are provided. Finally, a concluding recom-

mendation of where to invest is provided. 

 

Empirical findings – At 4.63 % and 4.75 %, respectively, 

annual returns after inflation for San Diego and Dallas 

single family home investments are found in-line with 

world stock returns at 4.80 %. At 3.87 % the Spanish 

market follows closely behind eclipsing German real 

estate with 1.50 % and bonds at 1.48 %. Limited correla-
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tion among the markets and amongst the asset classes 

allow for risk minimization by diversification. 

 

Practical implications – The results suggest that real 

estate in particular in the San Diego area of California is 

a suitable target both in terms of return and safety, es-

pecially for long-term horizons. When focusing on Eu-

rope, the Spanish real estate market looks attractive for 

investors. The remaining capital should be allocated 

into international stocks via mutual funds linked to the 

MSCI world index. 

 

Originality / value – The study adds additional insight 

on investments strategies into the mainly untouched 

area of single-family real estate returns on different con-

tinents and markets. 

  
    



 

 viii 

 

 

  



 

 ix 

TTAABBLLEE  OOFF  CCOONNTTEENNTTSS  

Management Summary ...................................................... vi 

Table of Contents ................................................................ ix 

Tables and Figures ........................................................... xiii 

List of Abbrevations .......................................................... xv 

I. Introduction ...................................................................... 1 

I.1 Types of Investments ............................................... 3 

Excurse 1: REITs ................................................................... 7 

I.2 Review of Relevant Literature .............................. 10 

II. Scope ............................................................................... 19 

III. Selection and Overview of the Housing Markets .. 23 

III.1 United States ......................................................... 24 

III.2 Europe .......................................................................... 27 

III.3 Benchmarking Assets: Stocks and Bonds ....... 29 

IV. Data and Methodology .............................................. 31 

IV.1 Calculation of Base Returns ............................... 31 

IV.1.1 Real Estate Data ................................................. 31 

IV.1.2 Stocks and Bonds .................................................... 35 



 

 x 

IV.1.3 Method for Base Return Calculation .................... 39 

IV.2 Costs, Inflation and Rents .................................. 40 

IV.2.1 Transaction Costs and Taxes - Germany .............. 40 

IV.2.2 Transaction Costs and Taxes - Spain .................... 43 

IV.2.3 Transaction Costs and Taxes - United States ....... 45 

Excurse 2: Proposition 13 – California ............................. 46 

IV.2.4 Transaction Costs and Taxes – Stocks and Bonds

 ............................................................................................... 49 

IV.3 Inflation, Maintenance, and Rents ................... 49 

IV.4 Method for Real Return Calculation ........................ 51 

IV.5 Investment Case Study ....................................... 52 

IV.5.1 Robustness Analysis ......................................... 53 

IV.5.2 Shock Simulation .............................................. 54 

V. Empirical Results .......................................................... 55 

V.1 Return Performance .............................................. 55 

V.2 Volatility Performance .......................................... 58 

V.2.1 Volatility in Asset Prices .......................................... 59 

V.2.2 Volatility by Variation of Running Costs .............. 60 

V.3 Other Sources of Risk ........................................... 62 

V.4 Shock Simulation .................................................. 65 



Table of Contents 

   xi 

VI. Discussion .................................................................... 67 

VI.1 Markets in General .............................................. 67 

VI.2 Openness ............................................................... 68 

VI.3 Returns ................................................................... 69 

VI.4 Acquisition Costs and Property Taxes ............. 71 

VI.5 Running Costs ...................................................... 73 

VI.6 Risks ....................................................................... 76 

Relative Risks in between Markets .................................. 84 

VI.7 Long Term Perspective ....................................... 87 

VI.8 Taxes ....................................................................... 91 

VI.9 Additional Considerations ................................ 92 

VII. Conclusion and Outlook ........................................... 95 

Bibliography ....................................................................... 99 

Literature ........................................................................ 99 

Other Sources .............................................................. 102 

Supplemental Material ................................................... 111 

Index Data (raw, normalized) .................................. 111 

MSCI world Dividend Yield .................................... 112 



 

 xii 

Annual Returns ........................................................... 113 

Net Return after 40-year Investment ....................... 114 

Exchange Rates ............................................................ 115 

Index Data of eight markets (raw, normalized) .... 116 

House price Indices of eight Markets ..................... 117 

Best Practice - Process buying Real estate .............. 119 

Knowledge of Location .................................................... 119 

Insight to Market, Selection of Investment Properties 121 

Financial Model and Negotiations ................................. 123 

Inspections, Formalities and Closure ............................. 124 

Managing the Investment ................................................ 124 

Summary ............................................................................ 125 

 



 

 xiii 

TTAABBLLEESS  AANNDD  FFIIGGUURREESS  
 
Table 1: Overview of Main Market Data ........................ 28 

Table 2: Calculation of Returns ........................................ 56 

Table 3: Volatility Calculation at a lower Return of 2 

Standard Deviations .......................................................... 60 

Table 4: Change in ROI altering Costs and Periodical 

Income ................................................................................. 61 

Table 5: Asset Correlation ................................................. 63 

Table 6: Asset correlation (20 years) ................................ 65 

Table 7: Shock Simulation Data ....................................... 65 

Table 8: Annual Maintenance Costs ................................ 75 

Table 9: Overview of Risk Factors and Advantages ..... 76 

Table 10: Index Data ........................................................ 111 

Table 11: MSCI world Dividend Yield .......................... 112 

Table 12: Annual Returns in Percent ............................. 113 

Table 13: 40-year ROI ...................................................... 114 

Table 14: Exchange Rates EUR / USD ........................... 115 

Table 15: Index Data ........................................................ 116 



 

 xiv 

  
Figure 1: Wohnimmobilienpreisindex (Residential 

property price index) Deutsche Bundesbank ................. 32 

Figure 2: Spanish Property Price Index ........................... 33 

Figure 3: San Diego House Prices .................................... 34 

Figure 4: Dallas House Prices ........................................... 35 

Figure 5: House Price Indices, Stock and Bond Market 

Indices .................................................................................. 38 

Figure 6: German Property Tax Lifting Rate .................. 42 

Figure 7: 20-year Return on Investment (ROI) ............... 58 

Figure 8: Changes of Net Return after 20 Years ............. 61 

Figure 9: Correlation between MSCI world and German 

and Spanish House Price Index Returns ........................ 64 

Figure 10: Shock Simulation Graph ................................. 66 

Figure 11: EUR / USD FX Rates ........................................ 79 

Figure 12: Correlation between Germany and San Diego 

Indexes ................................................................................. 86 

Figure 13: 40-year Long-Term Returns ........................... 89 

Figure 14: House Price Indices including the four 

additional markets, Stock and Bond Market Indices .. 117 

 


