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Abstract 
This study analyses the effectiveness of risk diversification and investment performance 
between M-REITs’ and J-REITs’ by comparing the diversification measures (unsystematic risk 
divided by total risk and one-minus R squared) including their respective Sharpe Ratio, Treynor 
Ratio and Jensen’s Alpha calculated on each REITs. The study period for M-REITs’ and J-REITs 
extends from 2008 to 2017. Results indicate that M-REITs’ performed better than J-REITs’ in 
terms of Sharpe ratio, Treynor ratio, and Jensen’s Alpha. Total risk of J-REITs’ are higher than 
M-REITs’. The Beta values for both M-REITs’ and J-REITs’ are less than one, implying that both 
categories of REITs are less risky than the market index. M-REITs’ have lower R-Squared values 
than S-REITs’, which suggest that M-REITs’ are poorly diversified against J-REITs’ and 
therefore, M-REITs’ have more diversification opportunities. The diversification measures 
computed for M-REITs’ are higher than J-REITs’ and would imply that M- REITs’ have better 
rate of returns if M-REITs’ diversify their risk (higher risk diversification benefits). The findings 
from this study aims to help investors to make better investment decision when investing in 
M-REITs’ and J-REITs’. The findings from this study aims to assist investors determine better 
investment decisions when considering investing in M-REITs’ and J-REITs’. 
Keywords: M=REITs, J-REITs’, Performance, Risk Diversification Benefits. 
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Introduction 
This research’s main focus is to compare/investigate the performance and risk diversification 
benefits of Real Estate Investment Trust (REITs) between Malaysia and Japan. This research 
evaluates the REITs’ performance and risk benefits for Malaysia and Japan by studying their 
weekly share price from the year 2008 to year 2017, a 10 years study. Extracting secondary 
data from weekly share price returns, financial analytics tools like beta measure (𝛽𝛽), R-squared, 
Sharpe Ratio, Treynor Ratio, and Jensen Alpha will be calculated and applied as measuring tools. 
 
Hypotheses of Study 
Hypothesis 1 
𝑯𝑯𝒐𝒐: M-REITs’ β > J-REITs’ β (M-REITs’ have higher Beta [market risk] compared to J-REITs) 
𝑯𝑯𝟏𝟏: M-REITs’ β < J-REITs’ β (M-REITs’ have lower Beta [market risk] compared to J- REITs) 
 
Hypothesis 2 
𝑯𝑯𝒐𝒐: M-REITs’ Rd < J-REITs’ Rd (M-REITs have lower risk diversification benefits compared to 
J-REITs) 
𝑯𝑯𝟏𝟏: M-REITs’ Rd > J-REITs’ Rd (M-REITs have higher risk diversification benefits compared to 
J-REITs) 
 
Hypothesis 3 
𝑯𝑯𝒐𝒐: M-REITs’ SR < J-REITs’ SR (M-REITs have lower Sharpe ratio compared to J- REITs) 
𝑯𝑯𝟏𝟏: M-REITs’ SR > J-REITs’ SR (M-REITs have higher Sharpe ratio compared to J- REITs) 
 
Hypothesis 4 
𝑯𝑯𝒐𝒐: M-REITs’ TR < J-REITs’ TR (M-REITs have lower Treynor ratio compared to J- REITs) 
𝑯𝑯𝟏𝟏: M-REITs’ TR > J-REITs’ TR (M-REITs have higher Treynor ratio compared to J- REITs) 
Hypothesis 5: 
𝑯𝑯𝒐𝒐: M-REITs’ αi < J-REITs’ αi (M-REITs have lower Jensen’s Alpha compared to J- REITs) 
𝑯𝑯𝟏𝟏: M-REITs’ αi > J-REITs’ αi (M-REITs have higher Jensen’s Alpha compared to J- REITs) 
 
Overview 
Previous studies indicate that there is a general consensus that REITs worldwide largely 
produce positive returns and outperform their national indices, according to a study of 204 
REITs from different countries over a 20-year period by Brounen and de Koning (2013). This is 
further corroborated by Moss et al. (2015), who found that on a global scale, investing in REITs 
can be beneficial to both dedicated REIT-only portfolios and multi-asset portfolios in the form 
of enhanced returns, diversification and reduced risk. 
However, some studies have found exceptions. In a study of Nigerian REITs, Olanrele et al. 
(2015) found that despite the generally superior performance of REITs, Nigerian REITs 
underperformed, suggesting that the benefits of REITs may not be absolute, and may depend 
on other factors. Furthermore, there was evidence to suggest that this may not be isolated 
solely to developing countries with emerging economies like Nigeria, as a study conducted by 
Ng et al. (2018) showed that even some REITs in Singapore, a well-developed high-income 
country can underperform. 
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Malaysian Context- Reits Performance and Risks 
Ng et al. (2018) analysed the performance of sixteen Malaysian REITs from year 2007 to 2016 
by applying three standard performance measurement tools: Sharpe Ratio, Treynor Ratio and 
Jensen’s Alpha to estimate the risks, returns and performance of each M-REIT. The study 
concluded that investing in M-REITs will provide a preferable return because every one of the 
M-REITs outperformed the market benchmark during the time period. This is further 
reinforced in a study by Olanrele et al. (2014), who analysed the performance of three M-REITs 
over a five-year period (2008-2014) using a hedonic regression model. The study found that all 
the M- REITs outperformed the market index throughout the time period, albeit with some 
sectoral capacity underperformance. The results of both studies are generally consistent with 
Brounen and de Koning’s (2013) results that concluded REITs tend to provide a higher return 
than the market index and saving accounts. Low and Johari (2014) studied the performance 
and risk diversification of 12 M-REITs throughout the 2007-2012 period utilizing Jensen’s 
Alpha, Treynor Ratio, and the Sharpe Ratio. Additionally, they utilized an alternative approach 
to performance evaluation known as the M-squared measure, developed from Markowitz’s 
(1952) portfolio theory, which focused on the idea of manipulating leverage to accomplish the 
best fund performance for any risk level. The results from the study indicated that the total 
risk of Malaysian REITs came mostly from the unsystematic risk component, which indicates 
significant opportunities to diversify. The study also highlights the importance of accounting 
for risk in performance analyses of REITs. 
 
To investigate the risk diversification impact of M-REITs on portfolio diversification, Jalil et al. 
(2015) analysed expected return, standard deviation, and the efficient frontier of 13 M-REITs, 
with the results showing that the addition of M-REITs to an investment portfolio portrays 
significant risk diversification benefits. The research also indicates that although REITs are 
riskier than direct real estate investment, they can potentially bring higher returns given their 
volatility toward upper part of the efficiency frontier, making them the optimal choice for 
aggressive investors. The overall results of the study goes on to conclude that REITs can be 
especially beneficial during periods of economic downturn due to their perfectly negative 
correlation to the general market, contradicting the findings of the study by Chiang et al. 
(2013). 
 
A study by Hamzah and Rozali (2010) that also utilized the three measures methods (Sharpe 
Ratio, Treynor Ratio and Jensen Alpha) found that the risk-adjusted performance of M-REITs 
varied throughout the time period under study, and that the systematic risk of M-REITs in 
general were considerably higher than the market during economic crisis compared to the 
period immediately after the crisis, during which time the systematic risks became 
significantly lower. 
 
Japanese Context- Reits Performance and Risks 
Japan was one of the first countries in Asia to establish a REIT market, with the first J- REIT 
being listed in 2001. It has since become one of the largest and most well- developed REIT 
markets in the world, and the largest in Asia (Miyakoshi et al., 2016). A study by Su et al. (2010) 
examined and compared the characteristics of Japanese REIT with United States’ REIT. They 
found that J-REITs generally have “hybrid” characteristics, featuring traits found in both stocks 
and bonds. Pham (2012) examined the dynamics of returns and volatility in the Asian REIT 
markets using the EGARCH model, the results indicated that the returns in the Japanese REITs 
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market has significant influence on returns in emerging REITs markets, such as those in 
Malaysia and Taiwan. The study concluded that while this is true for mean returns, it is not 
true for REIT market volatility, where Japan was affected more by other Asian REIT markets, 
making it a returns transmitter but a volatility receiver. This is consistent with the findings 
from a study by Nawawi et al (2010), which found that the Japanese REIT market had some 
influence on Malaysian REITs. An empirical study on the risk-adjusted performance and 
portfolio diversification benefits of sub-sector J- REITs was done by Cho (2017). The research 
utilized the Sharpe Ratio analysis, risk- return ratio and reward to risk ratio to assess risk-
adjusted return performance, and correlation coefficient analysis to assess diversification 
benefits for seven sub-sector J- REITs throughout the period from 2010-2015. The results of 
the study indicated that sub-sector REITs such as hotel and industrial REITs outperformed 
traditional benchmark REITs, while also finding that J-REITs have generally low diversification 
benefits given their close correlation to the Japanese stock market. On the risk-adjusted 
performance of J-REITs as a whole, an empirical study was done by Newell and Peng (2012), 
where the risk-adjusted performance and diversification benefits of J-REITs from 2001 to 2011 
were analysed by using the Sharpe Ratio. The research found that over the sample period, J-
REITs provided the best risk-adjusted performance compared to bonds, property companies, 
and stocks. The study concluded that a mixed-asset portfolio including J-REITs would 
outperform one without J-REITs, highlighting the benefits of J-REITs. Furthermore, the study 
found that the risk-adjusted performance of J-REITs was even better after the financial crisis 
period compared to before, which may imply J-REITs’ resilience to financial crises. However, 
according to Miyakoshi et al. (2016), the Japanese REIT market remains vulnerable to two 
kinds of so-called “shocks”, the first being financial market shock caused by international 
financial crises, while the second relates to natural disasters which commonly plague Japan, 
such as tsunamis and earthquakes. Despite that, a study by Jain (2017) suggests that J-REITs 
may actually be less affected by financial crises compared to non-REIT common stocks on the 
Tokyo Stock Exchange. Another study relating to the subject was done by Shimizu et al. (2015), 
which utilized a new method to estimate commercial property price indexes using J-REIT data. 
They found that the price of REITs could be useful to gauge the commercial property prices, 
implying a degree of correlation between the two. 
 
Data Collection 
The sampling data consists of 16 M-REITs and 57 J-REITs from the period 2008 to 2017 for both 
countries. The same 10-year range was used to ensure a consistent comparison amongst both 
countries. The matrix used to compare both REITs was stated above and will be further 
explained below. This study extracts secondary data from verified and credible sources as well 
as the application of well-justified and tested mathematical formulas to obtain the required 
data. 
 
Secondary data Collection 
The weekly stock prices of all the 16 M-REITs’ and 57 J-REIT’s listed from the year 2008 to year 
2017 were extracted from Bloomberg terminal. The weekly share prices of M-REITs’ and J-
REITs’ were used to compare against the indexes from KLPR KL Property Index and Tokyo Stock 
Exchange REIT Index. The reason why KLPR KL Property Index was used is because of the 
absence of a REIT index generated in Bursa Malaysia. In other words, the best alternative that 
can be used as a metric to compare 
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𝐼𝐼 

i 

with M-REITs would be the KLPR KL Property Index, Malaysia’ property index. 
The weekly returns of the 16 M-REITs and 57 J-REITs were calculated using the following 
formulas: 

𝑅𝑅   = 𝑃𝑃𝑡𝑡−𝑃𝑃𝑡𝑡−1   𝑋𝑋 100 (1) 
where, 𝑡𝑡 𝑃𝑃𝑡𝑡−1 

Rt = M-REIT/J-REIT stock price for week t 
Pt = Closing share price of M-REIT/J-REIT at the chosen day of week t 
Pt-1 = Closing share price of M-REIT/J-REIT at the chosen day of week before week t The 
weekly returns for KLPR KL Property Index and Tokyo Stock Exchange REITs Index were 
calculated with the following formula: 

𝑅𝑅𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖   = 𝐼𝐼𝑡𝑡−𝐼𝐼𝑡𝑡−1   𝑋𝑋 100 (2) 

𝑡𝑡−1 
where, 
Rindex = Index for week t 
It = Closing index value on chosen day of week t 
It-1 = Closing index value on chosen day of week before week t 
 
Calculating Reits’ Risk Features 
The standard deviation of each REIT was calculated before being used to determine the 
volatility of each REIT against the respective property index, namely the KLPR KL Property 
Index for M-REITs and the Tokyo Stock Exchange REITs Index for J-REITs. The REITs’ standard 
deviation is a statistical measure of the volatility of their individual sample weekly return. Risk 
averse investors may prefer an investment portfolio with lower standard deviation compared 

to its benchmark value as it implies lower volatility, and therefore lower risk or uncertainty 
within the portfolio. 

𝑖𝑖 2 
∑ (𝑖𝑖 − 𝜇𝜇) 
 
where, 

𝜎𝜎 = √   𝑖𝑖=1   𝑖             𝑖  

𝑖𝑖−1 

(3) 

Xi = weekly return of REITs 
μ = the mean return of REITs for the year (%) n = sample period (years) 
Besides that, the total risk (comprising of market risk and unsystematic risk) of each of 
the 57 J-REITs and 16 M-REITs were calculated and compared with the following formula: 

𝜎𝜎2   =   𝛽𝛽2. 𝜎𝜎2   +  𝜎𝜎2 (4) 
where, 
σ 2 = Total risk for REITs 
β 2 = Square of Beta of REITs 

𝑖
𝑖 
𝑖𝑖 𝑚𝑚 𝑖𝑖 
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𝜎𝜎 2 

𝑖𝑖 

2    2 

2 

σm2 = Variance of return of the market portfolio βi2 σm2 = Systematic risk of REITs 

σe2 = Unsystematic risk of REITs 
Diversification can be defined as “the process of allocating capital in order to reduce the 
exposure to risk” (Ng et al., 2018). In other words, diversification is a way for investors to 
reduce volatility by mixing a wide variety of investments within a portfolio. 
A REIT’s risk diversification benefits can be determined by the ratio of its unsystematic risk to 
total risk, which serves as a measure of risk “diversifiability” (Kim et al., 2002). This 
diversifiability measure can be determined in one of two ways. The first method is by simply 
dividing the unsystematic risk over total risk. The closer the ratio is to 0, the more insignificant 
the unsystematic risk component of the REIT. Conversely, the closer the ratio is to 1, the more 
significant the unsystematic risk component of the REIT. 
The first method of calculating the Diversifiability Measure is shown below: 

𝜎𝜎2 

 
where, 

𝐷𝐷𝑖𝑖𝐷𝐷𝑖𝑖𝐷𝐷𝐷𝐷𝑖𝑖𝐷𝐷𝑖𝑖𝐷𝐷𝐷𝐷𝑖𝑖𝐷𝐷𝑖𝑖𝑡𝑡𝐷𝐷 𝑀𝑀𝑖𝑖𝐷𝐷𝐷𝐷𝑀𝑀𝐷𝐷𝑖𝑖 =  
𝑖𝑖 
𝑖𝑖 

(5) 

𝜎𝜎𝑖𝑖2  = Unsystematic Risk of REITs 
𝜎𝜎 2 = Total Risk of REITs 
The second method is by using the following formula: one minus R-squared (1 –R- squared). 
The further the ratio is from 0, the more unsystematic risk remains in the portfolio to be 
diversified away. However, if a portfolio’s Diversifiability Measure has a ratio that is close to 
0, it has little unsystematic risk remaining and is not diversifiable. The second method of 
calculating the Diversifiability Measure is shown below: 

𝐷𝐷𝑖𝑖𝐷𝐷𝑖𝑖𝐷𝐷𝐷𝐷𝑖𝑖𝐷𝐷𝑖𝑖𝐷𝐷𝐷𝐷𝑖𝑖𝐷𝐷𝑖𝑖𝑡𝑡𝐷𝐷 𝑀𝑀𝑖𝑖𝐷𝐷𝐷𝐷𝑀𝑀𝐷𝐷𝑖𝑖  =  1 − 𝑅𝑅2 (6) 
where, 
R2 = R-squared 
The formula for calculating the R-Squared value of REITs is shown below: 
𝛽𝛽 .𝜎𝜎 
 
where, 
𝑅𝑅2 = R-Squared 

𝑅𝑅2 =   𝑖  𝑖 𝑚𝑚 

𝑖𝑖 

(7) 
𝜎𝜎 
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𝛽𝛽 2 = Square of portfolio’s beta 
σ 2 = Variance of return of the market portfolio β 2. σ 2 = Systematic risk component of REITs σ 
2 = Total risk 
In addition to being used to calculate each REIT’s diversifiability measure, the R- squared of 
each REIT is also used to examine the market movement of each REIT that can be predicted 
by the movement of the portfolio benchmark. In sum, the R-squared demonstrates the 
relationship between the total risk and systematic risk, as it explains how much of the total 
risk is affected by systematic risk. The higher the value of R- squared, the higher the likelihood 
that the REIT moves in the same direction as the market index, indicating that the inherent 
total risk within the REIT is affected by the systematic risk. Conversely, if the R-squared has a 
low value, it shows that the REIT does not move along with the market index, indicating that 
the REIT does not behave much like the market index. 
 
Calculating Reits’ Performance (Sharpe Ratio, Treynor Ratio, and Jensen’s Alpha) 
The risk-adjusted performance measures of the REITs are computed using the Sharpe Ratio, 
Treynor Ratio and Jensen’s Alpha to determine: 
how the REITs are performing against the projected risk, and 
the possible excess return from each REIT against the market index. 
 
The Sharpe Ratio calculates the return generated in excess of the risk-free rate of return per 
unit of standard deviation in each REIT. The standard deviation is used to present
the diversity of the returns over a sampling period. 
The formula for calculating the Sharpe Ratio is shown below: 
𝑆𝑆𝑅𝑅 = 𝐷𝐷𝑖𝑖− 𝐷𝐷𝐷𝐷 
𝜎𝜎𝑖𝑖 

 
 
 
(8) 

where, 
SR = Sharpe Ratio 
ri = average return of REITs rf = risk free rate of return 
𝜎𝜎𝑖𝑖 = standard deviation of REITs 
The higher the value of Sharpe Ratio, the more attractive the REIT’s return is against the risk-
free rate of return. A positive Sharpe Ratio value indicates returns generated in excess of the 
risk-free rate of return, while a negative Sharpe Ratio value indicates that the portfolio 
generates a lower return compared to the risk-free rate of return. 
The Treynor Ratio is a performance metric for determining how much more return was earned 
for each unit of risk taken on by a portfolio (Treynor, 1965). Like the Sharpe Ratio, it is used 
to determine the additional profits earned as more risk is taken on. However, unlike the 
Sharpe ratio, the Treynor utilizes β (market risk) to measure volatility instead of total risk 
(standard deviation). 
The formula for calculating the Treynor Ratio is shown below: 
 
where, 
TR = Treynor Ratio 
ri = average return of REITs rf = risk 

free rate of return 
𝛽𝛽i = beta of portfolio 

𝑻𝑻𝑻𝑻 =  𝒓𝒓𝒊𝒊− 

𝒓𝒓𝒇𝒇 
𝜷𝜷𝒊𝒊 

(9) 
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Generally, the higher of the Treynor ratio, the more attractive the return is, adjusted for the 
level of risk taken. The higher the Treynor Ratio is, the greater the REIT’s excess returns gained 
against the portfolio benchmark. 
Jensen’s Alpha is an evaluation tool used to determine the abnormal return on each REIT over 
the expected or required return as determined by the capital asset pricing model (CAPM), 
given the REITs’ beta and the average market return (Jensen, 1968). In sum, it utilizes the 
CAPM to estimate the rate of return based on market volatility by measuring the REITs’ beta 
and comparing it with the market beta (Fama & French, 2004). 
The formula for calculating Jensen’s Alpha is shown below: 
𝛼𝛼𝑖𝑖    =  𝑅𝑅𝑖𝑖   −  [𝑅𝑅𝐷𝐷   +  𝛽𝛽𝑖𝑖(𝑅𝑅𝑚𝑚   −  𝑅𝑅𝐷𝐷)] (10) 
where, 

α𝐢𝐢 = Jensen’s Alpha for REIT Ri = return of REIT 
Rf = risk free rate 
βi = beta of portfolio 
Rm = return of portfolio market 
 
Empirical Findings 
Risk Features of Reits 
Table 2, Table 2.1 and Table 2.2 indicates the overall average weekly returns of the 16 M-
REITs, calculated at approximately 0.2060% and the average return of all M-REITs actually 
performed much better than the KLPR KL Property Index, which stands at 0.0725%. On the 
other hand, for the 57 J-REITs, the overall average weekly returns stand at 0.1918%, which also 
generated excess return against the Tokyo Stock Exchange REIT Index of 0.0112%. Comparing 
both M-REITs’ and J-REIT’s overall average weekly returns, M-REITs with 0.2060% actually 
performed slightly better than J- REITs’ 0.1918%, generating slightly more returns. The overall 
rate of return generated by J-REITs’ is lesser than those in M-REITs’ due to some of the J-REITs’ 
such as Nippon Healthcare Investment Corporation, Healthcare & Medical Investment 
Corporation, Nomura Real Estate Master Fund, Inc., and Mitsubishi Estate Logistics REIT 
Investment Corporation generated negative overall weekly returns and it vastly 
underperformed against the Tokyo Stock Exchange REIT Index of 0.0112%. These reported 
negative average returns in the end of 2017 affected the average rate of return in the overall 
REITs market in Japan, whereas on the other hand, none of the 16 M- REITs have negative 
weekly returns, which boosted the overall average weekly returns of M-REITs. J-REITs’ had a 
higher standard deviation of approximately 3.6384% as compared to M-REITs’ approximately 
2.0573%. J-REITs achieved a significantly higher average return volatility in which it exceeded 
the Tokyo Stock Exchange REIT Index’s average return volatility of approximately 2.5922%. 
However, M-REITs achieved a lower average return volatility compared to the market index 
of KLPR KL Property Index, which is approximately 2.1952%, slightly higher than M-REITs’ 
2.0573%. The total risk is calculated using the squared of the average return volatility. For J-
REITs, it is calculated at approximately 15.12367% and it is significantly higher than M-REITs’ 
calculated value at approximately 4.38548%. Thus, concluded from the total risk value from 
both REITs is that both markets take a significantly different total risk. The total risk taken by 
J-REITs is approximately 3 times larger than M-REITs. In addition to that, the systematic risk of 
J-REITs fluctuates between from the lowest value approximately 1 to highest value 29 
approximately, whereas the systematic risk of M- REITs is only lower than 1%, where the 
highest value is only 0.64270%. This means that there is a significant un-diversifiable risk 
inherent in most of the J-REITs. Moreover, the average beta generated in the J-REITs’, 
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approximately 0.84143, which is greater than M-REITs’ beta value of 0.21224. This explains 
the high systematic risk bear by J- REITs compared to M-REITs, which in other words it is more 
volatile against the market movement. Among all 57 J-REITs, there are 15 different companies 
with beta value higher than 1, whereas on the other hand M-REITs highest beta value is only 
valued at 0.36520. The higher the beta value, the more the portfolio contributes towards the 
average systematic risk of the entire market. From the M-REITs’ perspective however, the 
findings have shown that the volatility of each M-REIT against the market movement is relatively 
low compared to J-REITs as it contributes a much lower level of systematic risk. In conclusion, 
M-REITs has a relatively lower systematic risk and total risk in relative to J-REITs and it can be 
speculated that M-REITs’ can be considered as a defensive investment portfolio as it has lower 
risk and less susceptible to market movement changes whereas J-REITs is a speculative 
investment portfolio which it has much more risk and higher degree of volatility against the 
market movement. In terms of R-squared, M-REITs has a much-lowered average value of 
approximately 0.05951, whereas relatively J-REITs has a higher average value of 0.39949, 
which is about 7 times higher than M-REITs’ R-squared value. This can be concluded that the 
fund of J- REITs is highly diversified compared to M-REITs. For both J-REITs and M-REITs, the 
findings show that majority of the total risk is the unsystematic risk, in which it has a larger 
influencing factor over both REITs compared to systematic risk. However, the diversification 
measure of M-REITs’ is almost one-fold higher than J-REITS’, which M-REITs’ and J-REITs’ is 
valued at 0.94049 and 0.60051 respectively. For M-REITs’, most of the diversification value is 
at least approximately 0.84 and above, which in other words means that most M-REITs have 
high diversification value and has greater opportunities for diversification. On the other hand, 
J-REITs have distinctive difference between the highest value REIT, which is Daiwa House REIT 
Investment Corporation, valued at 29.69231, and the lowest value, Mitsubishi Estate Logistics 
REIT Investment Corporation valued at 1.41898. This implies that J-REITs has significantly 
lower opportunities for diversification compared to M-REITs. 
 
Sharpe, Treynor and Jensen’s Alpha Ratio Analysis of M- reits’ and J-reits’ Respectively. 
In Table 3, Table 3.1 and Table 3.2, from the Sharpe ratio aspect, M-REITs has a higher ratio 
compared to J-REITs, valued at 0.34647 compared with J-REITs’ average REITs’ Sharpe ratio at 
0.16901. It can be concluded that the overall performance of M-REITs is comparatively more 
attractive compared to J-REITs because of its Sharpe Ratio being higher than the other. In M-
REITs, Sunway Real Estate Investment Trust performed best, contributing 0.76650 in Sharpe 
ratio whereas Hektar Real Estate Investment Trust underperformed against the overall average 
Sharpe ratio at 0.11230. That being said, all of the M-REITs portfolio does not yield a negative 
ratio return, whereas on the other hand, J-REITs have 8 out of 57 REITs with negative values, 
which in other words means that it underperformed against the investments which generates 

risk free rate of return, hence the negative value (rf > ri). 
While both Treynor Ratio records an average positive value of Treynor Ratio, M-REITs’ are 
relatively better than J-REITs’, which both valued at 0.56422 and 0.11397 respectively. In M-
REITs, the REIT with the highest Treynor Ratio is Al-'Aqar Healthcare REIT, standing at 1.01897, 
and not surprisingly M-REITs does not record any negative Treynor Ratio. On the other hand, 
J-REITs have the same 8 out 57 REITs that generates a negative value ratio, which indicates 
that the REITs have been underperformed against the investments which generates risk free 
rate of return, or in other words underperformed against the market benchmark. According 
to the table, J- REITs lowest value of Treynor Ratio stands at -0.31262 by Nippon Healthcare 
Investment Corporation, and the highest value stands at merely 0.76097 by Marimo Regional 
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Revitalization REIT,Inc. M-REITs have been generating an average negative Jensen Alpha, -
0.02858, whereas J-REITs stay slightly above 0, valued at 0.00076. J- REITs recorded a higher 
Jensen Alpha ratio as compared to M-REITs, only 18 out of 57 of J-REITs yield a negative value, 
which in the other words means that 39 of J-REITs outperformed against the benchmark of 
Tokyo Stock Exchange REIT Index. On the other hand, M-REITs, which average yields a negative 
return value, and have none REITs higher than the 0 value, have all underperformed against 
the KLPR KL Property Index. In addition to that, there are still some J-REITs that yield negative 
Jensen Alpha ratio, in which some of it included are Nippon Healthcare Investment 
Corporation, Mitsubishi Estate Logistics REIT Investment Corporation, and Healthcare & 
Medical Investment Corporation. However, in comparison to M-REITs who have all negative 
Jensen Alpha values, J-REITs outperformed relatively. In sum, J-REITs performed much better 
against the benchmark of market portfolio compared to M-REITs. 
 
Conclusion and Implications 
This research was conducted to compare and analyze the overall performance between 2 
distinctive REITs, which is Malaysia, M-REITs and Japan, J-REITs, by applying risk- adjusted 
measures of Sharpe Ratio, Treynor Ratio and Jensen’s Alpha. The research also compared and 
contrast risk diversification effectiveness of both M-REITs and J-REITs by using the 
diversifiability measure. For both REITs, the study period is from 4th January 2008 to the last 
date 29th December 2017. Results indicated between M-REITs and J-REITs, the overall average 
weekly return of M-REITs is higher than J-REITs, revealing that M-REITs outperformed J-REITs. 
Applying the Sharpe ratio, Treynor Ratio, and Jensen’s Alpha, on average, M-REITs performed 
better in two of three performance measures, yielding positive results in all Sharpe and 
Treynor Ratio whilst yielding negative results in Jensen’s Alpha. While M-REITs were the 
defensive investment portfolio to consider, the negative Jensen’s Alpha value provided 
evidence that it does not earn any excess returns and it is not earning the proper return for its 
level of risk. However, M-REITs do generate a better return than investment with risk free rate 
of returns in Malaysia as compared to J-REITs in Japan due to its high Sharpe and Treynor ratio. 
According to Sharpe Ratio, all M-REITs’ achieved a positive Sharpe Ratio value in contrast to J-
REITs’ 8 out of 57 REITs which recorded negative returns I can be concluded that overall J-REITs 
gained lesser returns as compared to risk free rate of returns against the volatility of the 
portfolio. On the other hand, Treynor ratio results indicated that all M-REITs have gained 
positive Treynor values, while J-REITs yielded 8 out of 57 REITs with negative results. This 
revealed that J-REITs do not perform up to a risk-free rate level against the market risk, beta. 
Between M-REITs and J-REITs, the positive ratios of M-REITs indicated that they are able to 
gain better returns in compared to risk free rate. Besides, based on Jensen’s Alpha, all M-REITs 
have yielded a negative value return. It is observed that M-REIT underperformed against the 
KLPR KL Property Index. However, on the other hand, only 18 out of 57 of J-REITs have negative 
alpha values, on average they have shown a positive alpha value which in other words, they 
outperformed the Tokyo Stock Exchange REIT Index. 
The risk features of M-REITs and J-REITs are compared according to the data given. Firstly, the 
total risk of M-REITs is lower than J-REITs. The Beta values for both M- REITs and J-REITs are 
less than 1, implying that both REITs are less risky or less volatile against market movement. 
Besides that, M-REITs have a lower R-squared value as compared to J-REITs, which in other 
words means that M-REITs are poorly diversified than J-REITs. In turn, data suggest that M-
REITs have more diversified opportunities. M-REITs have a higher diversification measure as 
compared to J-REITs, which suggests that M-REITs may have better risk diversification benefits. 
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In a nutshell, the findings suggest that low-risk appetite investors would prefer investing in M-
REITs rather than J-REITs, because they carry a lower risk. Moreover, M-REITs outperformed 
their risk-free rate of returns and also KLPR KL Property. In conclusion, investors should make 
careful consideration and plan their investing strategies by evaluating the market trend with 
the essential financial analysis of the market movement. In addition to that, the REITs’ nature 
of investments offers a certain protection against capital loss against the volatility of the 
market as well as the economy. 
The purpose of this study is to look in depth into the transparency of both M-REITs and J-REITs 
for the readers to understand the risk it would take to invest in both REITs by providing a 
variety of different but meaningful quantitative evaluation of the past performance of both 
Malaysia Real Estate Investment Trust and Japan Real Estate Investments Trust. However, 
there are many other factors investors should also take into account when they choose which 
market to invest in that were not included into this research, which are intangible qualities 
like corporate management, trust management, growth strategy and the asset quality of each 
REITs. All these qualities have to be carefully evaluated by the investors so that it will provide 
a better insight and a better overall picture on the performance in order for the investor to 
make a careful yet precise investment decision. 
 
Table 1 
Major Findings on Hypotheses Testing 

No. Hypotheses Findings Conclusion 

1 𝑯𝑯𝒐𝒐:  M-REITs’  β  >  J-REITs’  β  (M-REITs’ 
have higher Beta [market risk] compared to J-
REITs) 

M-REITs’ 
Beta (0.21224) < 
J-REITs’ Beta 
(0.84143) 

Reject H0 

𝑯𝑯𝟏𝟏:  M-REITs’  β  <  J-REITs’  β  (M-REITs’ 
have lower Beta [market risk] compared to J- REITs) 

Do not Reject H1 

2 𝑯𝑯𝒐𝒐: M-REITs’ Rd  < J-REITs’ Rd  (M-REITs 
have lower risk diversification benefits compared 
to J-REITs) 

M-REITs’ Rd 

(0.94049) > J-

REITs’ Rd 
(0.60051) 

Reject H0 

𝑯𝑯𝟏𝟏: M-REITs’ Rd  > J-REITs’’ Rd  (M-REITs’ 
have higher risk diversification benefits compared 
to J-REITs’) 

Do not Reject H1 

3 𝑯𝑯𝒐𝒐: M-REITs’ SR < J-REITs’ SR (M-REITs 
have lower Sharpe ratio compared to J- REITs) 

M-REITs’ SR 
(0.34647) > 
J-REITs’ SR 
(0.16901) 

Reject H0 

𝑯𝑯𝟏𝟏:  M-REITs’  SR  >  J-REITs’  SR  (M- REITs’ have 
higher Sharpe ratio compared 
to J-REITs) 

Do not Reject H1 

4 𝑯𝑯𝒐𝒐: M-REITs’ TR < J-REITs’ TR (M- 
REITs have lower Treynor ratio compared to J-REITs) 

M-REITs’ TR 
(0.56422) > 
J-REITs’ TR 
(0.11397) 

Reject H0 

𝑯𝑯𝟏𝟏: M-REITs’ TR > J-REITs’ TR (M-REITs 
have higher Treynor ratio compared to J- REITs) 

Do not Reject H1 

5 𝑯𝑯𝒐𝒐: M-REITs’ αi < J-REITs’  αi (M-REITs have lower 
Jensen’s Alpha compared to J- REITs) 

M-REITs’ αi (-

0.02858) < J-REITs’ 
Do not Reject H0 
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𝑯𝑯𝟏𝟏:  M-REITs’  αi >  J-REITs’  αi (M-REITs have higher 
Jensen’s Alpha compared to J- REITs) 

αi (0.00076) Reject H1 
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