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Abstract

This paper carries out a variance decomposition of the NAREIT returns using a VAR model
with dividend yields, a term structure component, and a stock market component. The model
is estimated under both the classical and the bayesian procedure. A Normal-Wishart prior is
used to estimate the bayesian version of the model. Our main results are that estimation of
the model under the classical method may give rise to biases and that “news about dividends”
account for most of the variance seen in the NAREIT returns.
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