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Chilton Overview
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• Independent multi-generational investment firm based in Houston, TX founded 1996 - AUM as of  
6/30/2019 is approximately $1.5 billion (assets include all SMAs and the West Loop Realty Fund)

• Equity manager providing investment services to financial institutions, corporate retirement plans  and 
benefit trusts, foundations, endowments, family offices and high net worth individuals

• Growth & Income strategy investment team consists of 4 portfolio managers and 1 analyst with a 19 year  track 
record. AUM as of 6/30/2019 is approximately $576 million (domestic strategy is $412 million,  global multi-
asset strategy is $158 million and strategic fixed income strategy is $6 million)

• REIT investment team consists of 2 portfolio managers with a 14 year track record - strategy assets as of 
6/30/19 is approximately $506 million

• Depth of intellectualcapital:

• Separate research/portfolio management teams are responsible for each investment strategy

• Segregated client service/sales team

• Career investment professionals: MBAs, CFAs, CPAs, CFPs, JDs
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REIT Agenda

• What is a REIT?

• History of REITs

• Why You Need a Commercial Real Estate Allocation

• Public REITs are the Best Vehicle to Access Commercial 
Real Estate

• Active Management Benefits for Public REIT Allocations

• How to Value a REIT

• What Makes Chilton Different?

• Why Now?
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What is an Equity REIT?

• Equity REITs are corporations that own interests in commercial 
real estate.

• 31 REITs in the S&P 500

• REITs own properties in 15 different sectors and the largest are:

• Infrastructure:  Data Centers and Cell Towers

• Retail:  Malls, Shopping Centers, and Free Standing

• Residential:  Apartments, Single Family Homes, and 
Manufactured Homes

• Approximately half of investor return is from dividends.

4
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Lessons Learned Before the Modern REIT Era (1972-
1990)

• Capital Allocation Strategy:  Stick to one property type 
and/or geography.  

• Management aligned with stockholders:  No external 
advisors

• Financial Flexibility:  Low Debt/Laddered Maturities

• Prudent Dividend Policy:  Taxable Net Income

• Fully Integrated Team of Professionals

5
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1990’s  The Modern REIT Era Begins
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1990’s: REIT Equity REIT Market Capitalization Explodes
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1990s: Some of the Best Private Companies Come 
Public
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1990s: REITs Keep Up with S&P 500 Until Tech 
Boom
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Source: Bloomberg. 1/31/1990-12/31/1999.  Indexed to 100 in 1990
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2000’s
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2000-2007: Low Interest Rates Fuel REITs to Record 
High
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Public REITs Were Selling When Private Equity Was 
Buying
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Debt/Assets Increased; What Could Go Wrong?

13
Source: S&P Global Market Intelligence, NAREIT T-Tracker
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2010-Present

14



Chilton Capital Management LLC
1177 West Loop South, Suite 1310
Houston, Texas 77027

www.chiltoncapital.com

Chilton Capital Management, LLC

1177 West Loop South, Suite 1750

Data Centers and Cell Tower REITs Become 
Significant
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REITs Grow Market Share to 20%
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“This Cycle is One for the Record Books”

Source: Bloomberg. March 2009-March 2019.  FTSE NAREIT All Equity REITs Total Return Index
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What Did We Learn?
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Golden Rules to Becoming a ‘REIT Elite’

•Transparency

•Conservative 
Balance Sheet

•Size/liquidity

19

•Low Dividend 
Payout Ratio

•Cycle-Tested 
Management Team

•Predictability of 
Future Growth
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Capital is More Disciplined
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Source: Citi Research
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Source: St. Louis FRED. 1/1959-3/2019

Annualized Housing Starts (000’s)
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REITs Have Been De-Risked

67 Companies!

22
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Commercial Real Estate Attributes

• Cash Cow!

• Hard asset you can ‘touch’

• Inflation protection

• Ability to determine value

• Income stream (yield = 4.3%!)

• Hybrid of equity and fixed income

• Stabilizes  portfolio due to low correlation with equity 
and fixed income

23
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Scenario Analysis
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Yale Endowment Asset Allocation
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Pension Fund Real Estate Allocations

26Source: Preqin Real Estate, December 2017



Chilton Capital Management LLC
1177 West Loop South, Suite 1310
Houston, Texas 77027

www.chiltoncapital.com

Chilton Capital Management, LLC

1177 West Loop South, Suite 1750

But…How Can an Individual Access the Same Properties 
as Institutions, AND Maintain Liquidity?

27
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Public REITs vs Other Real Estate Vehicles
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Tax Advantage of REITs

• REITs are exempt from Federal Income Taxes

• No double taxation

• REIT dividends are tax-advantaged

• After-Tax Yield of ~3.2% versus 1.4% for S&P 500

• 1099’s, NO K-1’s

• Beneficiary of Tax Reform

29
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Your Home Does NOT Qualify as Your Real Estate 
Allocation

30

Source: Nareit analysis of FTSE-NAREIT All Equity Index (total 
and price returns) via FactSet. FHFA Purchase Only Home 
Price Index from FHFA. Total homeownership returns derived 
from Davis, Morris A., Lehnert, Andreas, and Robert F. Martin, 
2008, data located at Land and Property Values in the U.S., 
Lincoln Institute of Land Policy. Total homeownership return 
reflects price appreciation and rental value, property taxes 
and capital expenditures are not included
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Why Do You Need a Separate REIT Allocation?

31Source: SPY allocation as of 1/24/19
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AND…REITs are the Biggest UNDERweight by Equity 
Funds

Source: Lipper, Bloomberg, Green Street Advisors.  AUM-weighted average of mutual funds ($1.8 trillion AUM) 
benchmarked to S&P 500, S&P 400, Russell 100 Value, Russell 1000 Growth, Russell Midcap, and Russell 2000.  32
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BUT…Commercial Real Estate is 17% of the 
Economy

33
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SO…REIT Dedicated Community is the Largest!

Source: Lipper, Bloomberg, Green Street Advisors.  Only includes US-domiciled funds. 

34
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Annualized Total Returns for REITs vs S&P 500
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Annualized 10 year Rolling Total Returns
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Benefits of Adding a 10-20% REIT Allocation
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What Do Chilton REIT Clients Own?

• 135 million square feet (sqft) of industrial space
• 498 regional malls and outlets
• 148 million sqft of office 
• 250,000 cellular sites
• 134,000 single family rentals
• 210,000 apartment units 
• 70,000 miles of fiber
• 965,000 hotel rooms
• 635 shopping centers
• 248 data centers

38
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GM Building (New York, NY)
Boston Properties (BXP)
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Aventura Mall (Aventura, FL)
Simon Property Group (SPG)

40
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The Shores (Santa Monica, CA)
Douglas Emmett (DEI)

41
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Difference Between Top and Bottom Quartile REITs
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Active Management Works with REITs

43

Annualized Total Returns: Active Versus Passive Strategies

3 Year 5 Year 10 Year

Since 

1/20051 15 Year

Chilton Capital REIT Strategy 6.2% 10.8% 20.6% 10.5% -

Median Real Estate Separate Account 6.0% 9.0% 18.3% 7.9% 8.7%

Median Real Estate Mutual Fund 5.5% 8.5% 17.8% 7.6% 8.5%

Average REIT ETF2 6.8% 9.0% 18.0% 7.3% 7.5%

MSCI US REIT Index (RMS) 6.0% 9.0% 18.5% 7.7% 8.5%

1 Chilton Capital REIT Strategy inception date.
2 Average of VNQ and IYR, except for 15 Year performance, as VNQ began trading on 9/29/04.

Source: Morningstar, Bloomberg. Returns are gross of fees as of month end, through 3/31/2019.
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Why Chilton?

• Repeatable process that has been honed over 66 combined 
years of experience

• Top-ranked REIT strategy per Morningstar database
• Annualized total return through 3/31/2019

• #2 of 84 since January 2005 (strategy inception)
• #2 of 85 since January 2006
• #2 of 89 since January 2007
• #2 of 90 since January 2008
• #5 of 94 since January 2009
• #3 of 95 trailing 10 years
• #11 of 116 trailing 5 years

• Monthly REIT Outlook to inform clients of our thoughts
• See chiltoncapital.com/publications

44
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Had You Invested $1mm on 12/31/04…
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MSCI US REIT Index S&P 500 Index

*Based on gross of fee returns through March 31, 2019
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High Conviction Strategy

46

Active Share: >70%

Overweights:
Data Centers/Tech (28% vs 8% index 
wt)
Residential (23% vs 16% index wt)

Underweights:
Healthcare (0% vs 13% index wt)
Triple Net (0% vs 8% index wt)
Self Storage (0% vs 7% index wt)

Source: Chilton REIT Composite as of 3/31/19. Company Documents.
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Proprietary Target Price Methodology

47

Premium/Discount Matrix Items:
Debt/Gross Asset Value

Net Debt/EBITDA
Fixed Debt/Total Debt

Preferred Equity/(Total Debt + Preferred Equity)
G&A/FFO

Management Team NAV Creation Potential
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How Does a REIT Create Value?

• Growth in NOI via rent or occupancy increases, or lower 
operating expenses

• Accretive Expansion via Acquisition, Development, or 
Redevelopment

• Higher Quality Tenant Base

• Portfolio Recycling

• Cap rate compression

48
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NAV Example

• Camden Property Trust 2Q19 NAV

• Annualized NOI of $659mm 

• Divide by 5.25% cap rate = $12,554mm

• Add $491mm in cash, CIP, and ‘other assets’

• Subtract $2,846mm in debt and other liabilities

• Net Asset Value = $10,199mm

• Divide by 100.7mm shares outstanding as of 3/31/19

• NAV/Share = $101.28/sh

• Market price as of 5/16/19 = $102.01/sh

• So CPT trades at a 0.7% Premium to NAV

49
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Other REIT Valuation Metrics

• Net Operating Income (NOI) – G&A – Interest Expense

• Adjusted Funds from Operations (AFFO) = FFO –
Capitalized Non Revenue Enhancing Expenditures

• Implied Cap Rate = Annualized NOI / Total Enterprise 
Value (TEV)
• TEV = Debt + Shares Outstanding*Stock Price – Cash – Other 

Assets 

50
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Investment Approach
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Market Risk Management
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Portfolio Risk Management
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Why Now?

• Tax Cuts and Jobs Act of 2017 resulted in 20% deduction 
for REIT dividends

• Current scenario is ‘Nirvana’ for real estate
• ‘Goldilocks’ economy keep interest rates low and demand 

growth steady

• Disciplined construction lending

• Historic low payout ratios make dividend growth highly 
predicable

• REIT balance sheets in best shape of all-time

54
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Key Themes of 2019

• REITs can offset rising interest rates with dividend growth

• REITs are major beneficiaries of higher replacement costs

• Technology is a growing component of our real estate 
portfolio

• Positive GDP growth could lengthen this record real 
estate cycle

• Development risks outweigh rewards, which lowers 
supply risk

• Organic NOI growth and retained earnings enhance the 
predictability of growth in cash flow per share

55
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Real Estate Cycle

56



Chilton Capital Management LLC
1177 West Loop South, Suite 1310
Houston, Texas 77027

www.chiltoncapital.com

Chilton Capital Management, LLC

1177 West Loop South, Suite 1750

Payout Ratios
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Spread Between REIT Dividend Yield and 10 Yr Treasury 
Yield
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Spread Between Implied Cap Rate and 10 Yr Treasury 
Yield
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Historical Price/NAV (All Public REITs)
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Year Over Year Same Store NOI Growth
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REIT Occupancy
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REITs and Rising Rates
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Performance Disclosure

64



Chilton Capital Management LLC
1177 West Loop South, Suite 1310
Houston, Texas 77027

www.chiltoncapital.com

Chilton Capital Management, LLC

1177 West Loop South, Suite 1750

General Disclosures
• These materials may contain forward looking statements and projections that are based on the current beliefs and assumptions of Chilton Capital Management LLC (“Chilton”) 

and on information currently available that Chilton believes to be reasonable, however, such statements necessarily involve risks, uncertainties and assumptions, and prospective 
investors may not put undue reliance on any of these statements.  These materials are provided for informational purposes only and do not constitute an offer or a solicitation to 
buy, hold, or sell an interest in any investment or any other security, including any investment with Chilton or any of its affiliates or any other related investment advisory 
services.  The information contained herein is current as of the date hereof, but may become outdated or subsequently may change.  Chilton does not undertake any obligation 
to update the information contained herein in light of later circumstances or events.  Chilton does not represent the information herein is accurate, true or complete, makes no 
warranty, express or implied, regarding the information herein and shall not be liable for any losses, damages, costs or expenses relating to its adequacy, accuracy, truth, 
completeness or use. These materials are subject to a more complete description and do not contain all of the information necessary to make any investment decision, including, 
but not limited to, the risks, fees and investment strategies of an investment.  These materials are confidential and have been prepared solely for the information of the intended 
recipient and may not be reproduced or used for any other purpose. Reproduction and distribution of these materials may constitute a violation of federal or state securities 
laws. 

• The performance data quoted here represents past performance and is no guarantee of future results. Investment returns and principal value will fluctuate so that an 
investor’s account, when redeemed, may be worth more or less than their original cost. Current performance may be lower or higher than the performance data quoted.
*No assurance can be given that the Chilton’s REIT strategy will perform similarly in the future.  There is no guarantee that any investment strategy will achieve its objectives, 
generate profits or avoid losses.  *Please reference Chilton’s Brochure, Item 5 Fees and Compensation of Part 2.A of the Form ADV.  

• Investors are not able to invest directly in the indices referenced in this illustration and unmanaged index returns do not reflect any fees, expenses or sales charges.  The 
referenced indices are shown for general market comparisons and are not meant to represent an investment.  The MSCI US REIT Index (RMS) is a free float-adjusted market 
capitalization index that is comprised of equity REITs.  The index is based on MSCI USA Investable Market Index (IMI) its parent index which captures large, mid and small caps 
securities.  It represents about 99% of the US REIT universe and securities are classified in the REIT sector according to the Global Industry Classification Standard (GICS®). It 
however excludes Mortgage REIT and selected Specialized REITs. The FTSE NAREIT All Equity REITs Index contains all tax-qualified REITs with more than 50 percent of total assets 
in qualifying real estate assets other than mortgages secured by real property that also meet minimum size and liquidity criteria. The S&P 500 is a stock market index that tracks 
the stocks of 500 large-cap U.S. companies. It represents the stock market's performance by reporting the risks and returns of the biggest companies. Investors use it as the 
benchmark of the overall market, to which all other investments are compared

• Definitions

• Alpha: is a measure of performance on a risk-adjusted basis since it takes into consideration the risk-free rate. Alpha is also used to refer to the excess return of the portfolio 
relative to the return of the benchmark.  A positive annual Alpha indicates the portfolio outperformed the market on a risk-adjusted basis, and a negative Alpha indicates the 
portfolio underperformed in relation to the market.  Beta: is a measure of the volatility, or systematic risk of a security or a portfolio in comparison to the market as a whole.  A 
Beta of 1 indicates that the security’s price is expected to move in the same direction and by the same percentage as a movement in the market. A Beta greater than 1 indicates 
that the security is expected to move by a greater percentage than a corresponding movement in the market, and therefore the security is considered to be more risky than the 
market. A Beta less than 1 indicates that the security is expected to move by a lesser percentage than a corresponding movement in the market, and therefore the security is 
considered to be less risky than the market. Portfolio Beta is the weighted average of the Betas of the securities held in the portfolio.  R-Squared: R-Squared is a statistical 
measure that represents the percentage of a fund’s or security's movements that are explained by movements in a benchmark index. For fixed-income securities the benchmark 
is the T-bill, and for equities the benchmark is the S&P 500.  R-Squared values range from 0 to 100%. A score of 100 means all movements of a security are completely explained 
by movements in the index.  Sharpe Ratio: Is a risk-adjusted measure of return that is used to evaluate the performance of one portfolio comparable to another by adjusting for 
risk. The Sharpe ratio is used to characterize how well the return of an asset compensates the investor for the risk taken, the higher the Sharpe ratio number the better.  
Standard Deviation: A statistical measure of the historical volatility of a portfolio, usually computed using monthly returns. A measure of the extent to which numbers are spread 
around their average. The greater the standard deviation, the greater the portfolio's volatility.  Tracking Error: is a statistical measure of dispersion measuring volatility of excess 
returns over a given period
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