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The recent volatility in a small number of heavily-shorted stocks, and the unprecedented trading 

restrictions that have followed, are stark reminders about stomach-churning equity market 

volatility. What happened to Gamestop and others over the past few weeks is not only a late-

cycle warning sign, but also a wake-up call to the Wall Street establishment and proof that 

social interconnectivity has extended into retail equity trading. As Charles Mackay wrote in 

1841’s Extraordinary Popular Delusions and the Madness of Crowds, a large number of small 

investors can whipsaw asset prices up and down with little heed to intrinsic values, and modern 

technology enables them to act in concert quickly and convincingly. It’s a lesson a number of 

hedge funds have re-learned the hard way lately.

The GameStop saga also underscores the comparatively low volatility of hard assets like real 

estate. It’s a key attribute rarely on greater display than when the equity markets swing and 

swoon. Of course, bubbles and manias can and do exist in real estate — the 2009 financial crisis, 

New York City in 2013–15, or the COVID-driven surge in suburban markets right now are all good 

examples — but the scale and speed are markedly different. Homes going for 25% over asking 

price will make headlines; GameStop tripled in a day in late January. 

Another core difference to note is directionality. GameStop and other stocks were chosen by 

the Reddit crowd because they showed high short interest, i.e. the percentage of their share 

float that had been borrowed 

and sold short with the hope 

of making money as the 

price declined. By bidding 

these stocks quickly upwards, 

the crowd forced the short 

sellers to repurchase the 

shorted shares, adding ever-

greater upwards pressure  

on the prices, and thus further 

squeezing the short sellers 

in an ascending spiral.  Since 

the fundamentals of the 

companies in question didn’t 

change, these spikes duly 

attracted new short interest, 

which pushed prices back 

down again, and so on. The 

intense back and forth that 

made even the most seasoned 

day trader nauseous (GameStop’s intraday range on January 28 alone was $113 to $482). 

This volatility had nothing to do with the fundamental investment attributes of the companies 

in question, and everything to do with the ability of investors to bet on a stock moving both up 

and down. 

In contrast, direct real estate ownership doesn’t have similar directionality. One typically  

buys real estate with the hope and expectation that, over long time horizons, its value will  

appreciate slowly and somewhat steadily. By and large, this has held true. Real estate is not  

susceptible to the push and pull of equity markets except through the use of  

publicly-traded vehicles like REITS.  Granted, it’s all about location, and events such as the 

2009 recession or the COVID-19 pandemic skew can results in either direction for several years. 

But as described by Charlie Bilello and his team at Compound Capital Advisors, going back  
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“The volatility had nothing 

to do with the fundamental 

investment attributes of 

the companies in question, 

and everything to do with 

the ability of investors 

to bet on a stock moving 

both up and down.”
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to 1891, U.S. home prices have increased 3.2% per year before inflation, and 0.3% after 

inflation — meaning home values generally keep pace with the inflation rate (1). Indeed, going 

back to 1920, the best 30 

years (1976–2005) of the 

housing market saw real 

price appreciation average 

2.2%, while the worst 

(1895–1924) saw an average 

decline of –2.2% per year. 

The scale and speed of 

up vs. down periods is a 

fraction of what equity 

investors can experience 

on an almost daily basis.

Obviously, many more 

factors can impact real 

estate prices, including but 

not limited to affordability, 

repairs, rental stock, 

mortgage rates and 

demographic trends, and 

comparing home prices to 

stocks is a bit apples and 

oranges. Equity markets unquestionably provide greater dollar-for-dollar price appreciation 

over time; the S&P 500’s net annual return historically averages roughly 8% per year (3). it’s 

the volatility of the journey we wanted to highlight in this Note. Over time, any real asset 

whose return can track closely with inflation is a natural hedge against the impact of that 

inflation on monetary assets. Watching GameStop’s trading recently, and thinking about the 

fortunes gained and lost as a result, we were also reminded of the core lesson in Aesop’s fable 

The Tortoise and the Hare — slow and steady wins the race. n

— Steven Lord 
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“Over time, any real asset 

whose return can track 

closely with inflation is a 

natural hedge against the 

impact of that inflation 

on monetary assets.”
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ABOUT US

Founded in 2008 and headquartered in New York City, Elegran Real Estate LLC is a luxury residential brokerage company driven by an 

entrepreneurial spirit. We are anchored on a foundation of dedicated people, proprietary technology, and cutting-edge marketing tools. 

Together, they foster a uniquely collaborative culture in which our agents focus on client relationships and innovative, full service advisory 

representation for both buyers and sellers.
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