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I n  tough times, there's something comforting about putting your money in 
things you can see and touch. As a result, lately many investors have been 
going after the tangible assets. 

But experts warn that latecomers should be especially careful. 

Assets in gold-oriented funds grew from $5.5 billion at  the end of September 
to  $6.9 billion at the end of February, according to  Lipper, which tracks 
mutual fund performance. 

Gold funds were down 2.6 percent in the first quarter but have soared about 
77 percent in the last 12 months. 

"There are psychological reasons," says Don Cassidy, senior research analyst 
at  Lipper. "Tangible assets are tangible. You can look at  them, squeeze them, 
feel them, kick them." 

Real estate funds, which invest primarily in real estate investment trusts, 
rose 11 percent in the first quarter and were up 49 percent over the last 
year, according to preliminary data from Lipper. 

Enticing RElTS 

Real estate investment trusts invest in a variety of real estate. 

"REITs have benefited from portfolio shifting by institutional investors 
primarily and household investors," says Mark Zandi, chief economist at  
Economy.com, a consulting firm in West Chester, Pa. "The driving force 
behind that is the low rate environment." 

The stock market has made REITs more enticing to  investors. 

"Ultimately, the vulnerability of  stocks is one of the reasons REITs are doing 
well," says John Brynjolfsson, portfolio manager of the PIMCO Real Estate 
Real Return Strategy Fund. "The stock market is plagued with poor earnings 
quality." 

"Everybody feels they understand real estate," Mr. Cassidy says. "They live in 
it, whether it's in a house or apartment." 

But make no mistake. Rising numbers count. 



"Part of the rationale behind the assets flow has to  do with performance 
chasing," says Dan McNeela, an analyst at Morningstar, which tracks fund 
performance. "Precious metals funds have gained an annualized 46 percent 
during the past three years, while real estate funds have an annualized 21  
percent gain in the three-year period ended March 29." 

Looking for returns 

I n  many ways, investors haven't had a choice but to  look elsewhere for 
returns. 

"They're doing it because cash yields are so low," Mr. Zandisays. 

Indeed, yields on taxable money market mutual funds are less than 1 
percent. 

"You can't keep your money in cash," Mr. Zandi says. "You just can't let your 
money sit still. You have to do something with it." 

Falling interest rates have helped real estate by making it more affordable. 

Gold funds have benefited from the falling dollar because gold is priced in 
dollars, and a cheaper dollar makes gold more affordable to  overseas 
investors. 

Inflation fears have driven investors toward tangible assets, but terrorism 
has also been a factor. 

"Gold always has its traction in scary times," Mr. Cassidy says. 

Warning signs 

However, if you're thinking about jumping in, think again. 

"I do think we're at a turning point with respect to  interest rates," Mr. Zandi 
says. "The economy is slowly gaining traction, the job market is going to  
improve. As the job market improves, interest rates will rise, and with rising 
interest rates, investments in housing and other hard assets may not look as 
attractive." 

That could be deadly if you're like most investors. 

"Many people buy REITs for their yield," says Michael Busch, a certified 
financial planner and president of Vogel Financial Advisors in Dallas. "As rates 
rise, so would bond yields, and that would make REITs less attractive relative 
to  bonds." 
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