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Abstract

The German open-ended real estate funds have been able to attract more investors while the 
global market reached a deadlock due to the financial crisis. The industry has been showing a 
relatively low-risk and stable performance through its comfortable risk-yield-profile. Howe-
ver, this asset class has experienced a critical period and therefore required a more professional 
management. After the legal framework of the investment law was eased at the ended of 
2007, has this industry been given more flexibility. 
The modern portfolio theory (MPT) has established its values in best practice of the capital 
markets, especially of the securities markets. Due to the inseparability between real estate 
market and the capital market, the MPT is increasingly used as the fundamental principle for 
a professional management. The diversification of the real estate portfolio as a result of the 
globalization of the real estate markets requires applying modern portfolio theory.
As the most significant developing one among the emerging countries, China is showing a 
great potential in the real estate industry. The major cities of China have been considered the 
very popular sites by international real estate investors. The German open-ended real estate 
funds -often featured with conservative investment strategies- are currently observing the 
Chinese market and searching for optimal entry possibilities. From the MPT perspective, 
the importance of the site-selection shall be emphasized, which nevertheless has been marked 
lower priority by many investment management companies in the past.
The purpose of this paper is to analyze theoretically as well as empirically with help of the 
historical data, whether an investment in the Chinese market could optimize the profile of 
the open-ended real estate funds according to the MPT principle based on the example of 
the “Deka ImmobilienGlobal”.
At the outset, the organizational structure, the legal framework and the taxation principle 
will be mentioned followed by the introduction of the major changes of the investment law 
with regards to the real estate industry. Also the MPT and its quantitative and qualitative 
portfolio management methodology based on the MPT for open-ended real estate funds 
will be illustrated. As next steps, the Chinese market and the major market players will be 
defined. As the basis for further analysis the most important cities for investment and their 
profile will be determined.
After the above mentioned analyses are conducted, the question whether the portfolio of 
“Deka ImmobilienGlobal” can be optimized through the investments in the Chinese market 
according to the MPT principle.
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