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PRIVATE REAL ESTATE | OVERVIEW 
STRATEGIC ALLOCATION
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PRIVATE REAL ESTATE |  STRATEGIC ALLOCATION 

INFLATION PROTECTION CLASS – 8% TARGET PRIVATE GROWTH CLASS – 15% TARGET

STRATEGIC ALLOCATION - OVERVIEW

• The targets for private real estate are:
• Core real estate: 3.6%
• Non-Core real estate: 2.3%

• Within the Inflation Protection Class, the long-term target for Core real estate is 45%
• Within the Private Growth Class, the long-term target for Non-Core real estate is 15%.
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CORE REAL ESTATE | PORTFOLIO OVERVIEW 
NET PERFORMANCE, CAPITAL ACTIVITY AND DIVERSIFICATION 
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NET PERFORMANCE(1,2)

CORE REAL ESTATE |  PORTFOLIO OVERVIEW 

∙ The Core Portfolio net total time-weighted return exceeded the benchmark for the three- and five-year 
time periods, was in-line with the benchmark for the current quarter and one-year time periods, and 
underperformed the benchmark for the since inception time period.

As of September 30, 2019.

Net Time-Weighted Returns Net IRRs

Partnership
Current Value     

($ Millions)

3Q-19   
Total 
(%)

1-Year 
(%)

3-Year 
(%)

5-Year 
(%)

Since 
Inception 

(%)

Since 
Inception 

(%) 

ERSRI 
Inception 

Year

AEW Core Property Trust 108.0 1.6 6.4 7.0 8.6 11.2 10.4 2009

Heitman America Real Estate Trust 81.8 1.6 2.9 5.8 8.0 8.0 8.5 2014

JP Morgan Strategic Property Fund 110.2 0.2 3.0 5.5 7.7 6.0 6.1 2006

Morgan Stanley Prime Property Fund 66.6 1.4 6.6 7.9 9.9 7.7 7.3 2005

ERSRI Core Portfolio 366.6 1.1 4.6 6.5 8.5 5.7 5.5

Net NFI-ODCE 1.1 4.6 6.3 8.4 6.3 n/a

Performance Under / Over Benchmark 0.0 0.0 0.2 0.1 -0.6 n/a

(1) Please note that the current values presented differ from those shown in the October 30, 2019 State Investment Commission materials with data as of September 
30, 2019.  The custodian reports values for the private real estate investments on a one quarter lag, adjusted for cash activity through September 30, 2019.  

(2) Please note that the net time-weighted returns and the Net NFI-ODCE benchmark figures presented differ from those shown in the October 30, 2019 State 
Investment Commission materials with data as of September 30, 2019.  The custodian reports time-weighted returns for the private real estate investments based 
on lagged valuations.  The Net NFI-ODCE benchmark returns are also on a one quarter lag, due to the availability of information.
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NET PERFORMANCE

CORE REAL ESTATE |  PORTFOLIO OVERVIEW 

(1) The size of the bubble relates to the NAV amount of the investment as of September 30, 2019.

As of September 30, 2019.

(2) The LTV ratios used in the graph are a weighted average.

CORE REAL ESTATE PORTFOLIO 3-YEAR NET PERFORMANCE (1),(2)
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CAPITAL ACTIVITY

CORE REAL ESTATE |  PORTFOLIO OVERVIEW 

∙ Total 3Q Core Portfolio value: $366.6 million  

∙ Current committed but unfunded: $0.0 million

∙ Total value and unfunded: $366.6 million

∙ Total value and unfunded commitments as a percentage of 3Q Total Plan assets: 4.3%

∙ At the November 2019 State Investment Commission meeting:

∙ A redemption of the approximate $110.2 million balance from the JP Morgan Strategic Property Fund was approved.  

∙ Additional commitments of approximately $25 million each to the Heitman America Real Estate Trust (HART) and the Morgan 
Stanley Prime Property Fund were approved. 

CURRENT FUNDED COMMITMENTS

As of September 30, 2019.
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DIVERSIFICATION

CORE REAL ESTATE |  PORTFOLIO OVERVIEW

GEOGRAPHIC DIVERSIFICATION

PROPERTY TYPE DIVERSIFICATION

NCREIFERSRI
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CORE REAL ESTATE | PACING PLAN
COMMITMENT SCHEDULE
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COMMITMENT SCHEDULE(1)

CORE REAL ESTATE |  PACING PLAN

ASSUMPTIONS

• Total Plan Net Growth Rate: 3.0%

• Total Net Core Real Estate Return: 5.5%

(1) The commitments in 2020 represent the increased commitments to Heitman American Real Estate Trust and Morgan Stanley Prime Property Fund.
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NON-CORE REAL ESTATE | PORTFOLIO OVERVIEW 
NET PERFORMANCE, CAPITAL ACTIVITY AND DIVERSIFICATION 
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NET PERFORMANCE(1,2)

NON-CORE REAL ESTATE |  PORTFOLIO OVERVIEW 

∙ The Non-Core Portfolio net total time-weighted return exceeded the benchmark for the one-, three-, 
and five-year time periods but underperformed the benchmark for the current quarter and since 
inception time periods.

*In liquidation

As of September 30, 2019.

Net Time-Weighted Returns Net IRRs

Partnership
Current Value     

($ Millions)

3Q-19   
Total 
(%)

1-Year 
(%)

3-Year 
(%)

5-Year 
(%)

Since 
Inception 

(%)

Since 
Inception   

(%) 

ERSRI 
Inception 

Year

Crow Holdings Retail Fund 24.5 1.4 8.3 10.9 n/a 14.8 10.6 2015

Exeter Industrial Value Fund III 11.2 2.1 16.9 30.0 23.3 23.3 28.7 2014

GEM Realty Fund V 46.6 -0.6 4.9 10.5 12.8 8.4 11.0 2013

GEM Realty Fund VI 3.5 -6.4 -15.0 n/a n/a 17.3 -9.8 2017

IC Berkeley Partners III* 0.1 1.8 -1.7 12.2 14.8 14.8 19.9 2014

IC Berkeley Partners IV 25.9 9.5 10.4 5.9 n/a 4.6 10.6 2016

Lone Star Real Estate Fund IV 9.8 -1.1 6.2 16.7 n/a 14.5 17.7 2015

Magna Hotel Fund III* 0.0 -0.6 3.2 -29.8 -20.6 -1.1 14.3 2008

Raith Real Estate Fund II 10.2 20.7 n/a n/a n/a 3.5 NM 2019

TriCon Capital Fund VII* 0.5 2.7 23.6 15.5 8.4 -10.6 -15.6 2005

Waterton Fund XII 31.9 2.0 9.3 11.6 n/a 15.6 13.7 2014

ERSRI Non-Core Portfolio 164.2 1.5 8.1 15.0 14.7 3.6 1.3

Net NFI-ODCE + 250 Basis Points 1.7 7.1 8.8 10.9 8.8 n/a

Performance Under / Over Benchmark -0.2 1.0 6.2 3.8 -5.2 n/a

(1) Please note that the current values presented differ from those shown in the October 30, 2019 State Investment Commission materials with data as of September 30, 2019.  
The custodian reports values for the private real estate investments on a one quarter lag, adjusted for cash activity through September 30, 2019.  

(2) Please note that the net time-weighted returns and the Net NFI-ODCE benchmark figures presented differ from those shown in the October 30, 2019 State Investment 
Commission materials with data as of September 30, 2019.  The custodian reports time-weighted returns for the private real estate investments based on lagged valuations.  
The Net NFI-ODCE benchmark returns are also on a one quarter lag, due to the availability of information.  
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NET PERFORMANCE

NON-CORE REAL ESTATE |  PORTFOLIO OVERVIEW 

(1) The size of the bubble relates to the NAV amount of the investment as of September 30, 2019.

As of September 30, 2019.

(2) The LTV ratios used in the graph are a weighted average.

NON-CORE REAL ESTATE PORTFOLIO 3-YEAR NET PERFORMANCE (1),(2),(3)

(3) Excludes GEM Realty VI and Raith Real Estate Fund II since the funds have less than three years of activity.  Excludes IC Berkeley Partners III, 
Magna Hotel Fund III, and TriCon Capital Fund VII as they are in liquidation and/or have a net asset value of less than one million.
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CAPITAL ACTIVITY

NON-CORE REAL ESTATE |  PORTFOLIO OVERVIEW 

∙ Total 3Q Non-Core Portfolio value: $164.2 million  

∙ Current committed but unfunded: $69.2 million

∙ Total value and unfunded: $233.4 million

∙ Total value and unfunded commitments as a percentage of 3Q Total Plan assets: 2.7%

∙ Commitments made in the fourth quarter of 2019:

∙ Linchris Capital Opportunity Fund II, LP: $15.2 million; anticipated to scale up to $25 million during 2020.

∙ Exeter Value Fund V, LP: $25 million

CURRENT FUNDED COMMITMENTS

As of September 30, 2019.

14.6
3.4

74.2

45.1 40.0
27.4

10.7

0.4

0.6

10.1

2.8 8.3
22.6

24.3

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

90.0

2005 2008 2013 2014 2015 2016 2017 2018

$
 M

ill
io

n
s

Funded Unfunded



15

DIVERSIFICATION

NON-CORE REAL ESTATE |  PORTFOLIO OVERVIEW

GEOGRAPHIC DIVERSIFICATION

PROPERTY TYPE DIVERSIFICATION

NCREIFERSRI

ERSRI(1) NCREIF

(1) An allocation of 0.1% to Asia is not shown.
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NON-CORE REAL ESTATE | PACING PLAN
COMMITMENT SCHEDULE
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COMMITMENT SCHEDULE(1,2)

NON-CORE REAL ESTATE |  PACING PLAN

ASSUMPTIONS

• Total Plan Net Growth Rate: 3.0%

• Total Net Non-Core Real Estate Return: 10.1%

(1) The commitments in 2019 include Linchris Capital Opportunity Fund II ($15.2 million) and Exeter Value Fund V ($25 million).

(2) The commitments in 2020 include the remaining $9.8 million for Linchris Capital Opportunity Fund II to reach the maximum $25 million commitment. 
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SALT LAKE CITY

SAN DIEGO

5796 Armada Drive, Suite 110
Carlsbad, CA 92008
Tel: 760.795.3450

HOUSTON

LONDON

25 Green Street
London W1K 7AX

Tel: +44 (0)20.3841.6255

BOSTON

100 Lowder Brook Drive, Suite 1100
Westwood, MA 02090
Tel: 781.471.3500

Main

Satellite

OFFICES

MIAMI

5200 Blue Lagoon Drive
Suite 120
Miami, FL  33126
Tel: 305.341.2900

CONTACT

LOS ANGELES

PORTLAND

411 NW Park Avenue, Suite 401
Portland, OR  97209
Tel: 503.226.1050

CHICAGO

One E Wacker Drive
Suite 1210
Chicago, IL  60601

Tel: 312.474.0900

NEW YORK CITY

48 Wall Street, 11th Floor
New York, NY  10005
Tel: 212.918.4783
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THE DATA ARE PROVIDED FOR INFORMATIONAL PURPOSES ONLY, MAY NOT BE COMPLETE, AND CANNOT BE RELIED UPON FOR 
ANY PURPOSE OTHER THAN FOR DISCUSSION.

MEKETA INVESTMENT GROUP HAS PREPARED THIS REPORT ON THE BASIS OF SOURCES BELIEVED TO BE RELIABLE.   THE DATA 
ARE BASED ON MATTERS AS THEY ARE KNOWN AS OF THE DATE OF PREPARATION OF THE REPORT, AND NOT AS OF ANY 
FUTURE DATE, AND WILL NOT BE UPDATED OR OTHERWISE REVISED TO REFLECT INFORMATION THAT SUBSEQUENTLY BECOMES 
AVAILABLE.

IN GENERAL, THE VALUATION NUMBERS PRESENTED IN THIS REPORT ARE PREPARED BY THE CUSTODIAN BANK FOR LISTED 
SECURIT IES, AND BY THE FUND MANAGER OR APPROPRIATE GENERAL PARTNER IN THE CASE OF UNLISTED SECURIT IES.   THE 
DATA USED IN THE MARKET COMPARISON SECTIONS OF THIS REPORT ARE SOURCED FROM VARIOUS DATABASES.  THESE DATA 
ARE CONTINUOUSLY UPDATED AND ARE SUBJECT TO CHANGE.

THIS REPORT DOES NOT CONTAIN ALL THE INFORMATION NECESSARY TO FULLY EVALUATE THE POTENTIAL R ISKS OF ANY OF 
THE INVESTMENTS DESCRIBED HEREIN.   BECAUSE OF INHERENT UNCERTAINTIES INVOLVED IN THE VALUATIONS OF INVESTMENTS 
THAT ARE NOT PUBLICLY TRADED, ANY ESTIMATED FAIR VALUES SHOWN IN THIS REPORT MAY DIFFER SIGNIFICANTLY FROM THE 
VALUES THAT WOULD HAVE BEEN USED HAD A READY MARKET FOR THE UNDERLYING SECURITIES EXISTED, AND THE 
DIFFERENCES COULD BE MATERIAL.   NOTE THAT FOR UNLISTED SECURIT IES THE VALUATIONS MAY BE LAGGED BY ONE OR MORE 
CALENDAR QUARTERS, OR MAY REFLECT ORIGINAL COST.

THIS DOCUMENT MAY CONTAIN CERTAIN FORWARD-LOOKING STATEMENTS, FORECASTS, ESTIMATES, PROJECTIONS, AND 
OPINIONS (“FORWARD STATEMENTS”) .   NO REPRESENTATION IS MADE OR WILL BE MADE THAT ANY FORWARD STATEMENTS 
WILL BE ACHIEVED OR WILL PROVE TO BE CORRECT.  A NUMBER OF FACTORS, IN ADDITION TO ANY RISK FACTORS STATED IN 
THIS MATERIAL, COULD CAUSE ACTUAL FUTURE RESULTS TO VARY MATERIALLY FROM THE FORWARD STATEMENTS.  NO 
REPRESENTATION IS GIVEN THAT THE ASSUMPTIONS DISCLOSED IN THIS DOCUMENT UPON WHICH FORWARD STATEMENTS MAY 
BE BASED ARE REASONABLE.  THERE CAN BE NO ASSURANCE THAT THE INVESTMENT STRATEGY OR OBJECTIVE OF ANY FUND 
OR INVESTMENT WILL BE ACHIEVED, OR THAT THE CLIENT WILL RECEIVE A RETURN OF THE AMOUNT INVESTED.

BECAUSE THERE IS NO READILY ACCESSIBLE MARKET FOR PRIVATE MARKETS ASSETS (COMPANIES AND PARTNERSHIPS) ,  THE 
VALUES PLACED ON PRIVATE MARKETS ASSETS ARE CALCULATED BY GENERAL PARTNERS USING CONSERVATIVE AND INDUSTRY 
STANDARD PRICING PROCEDURES.  ANNUALLY, AN INDEPENDENT AUDITOR REVIEWS THE PRICING PROCEDURES EMPLOYED BY 
THE GENERAL PARTNER OF EACH PARTNERSHIP.

WHILE ALL PRIVATE MARKETS PARTNERSHIPS ARE AUDITED BY AN INDEPENDENT ENTITY, THERE IS SOME DISCRETION AS TO THE 
METHOD EMPLOYED TO PRICE PRIVATE COMPANIES AND, THEREFORE, PRIVATE MARKETS PARTNERSHIPS.   AT ALL T IMES, 
MEKETA INVESTMENT GROUP EXPECTS GENERAL PARTNERS TO UTIL IZE CONSERVATIVE AND INDUSTRY STANDARD PRICING 
PROCEDURES, AND REQUIRES THE GENERAL PARTNERS TO DISCLOSE THOSE PROCEDURES IN THEIR REPORTS.  HOWEVER, 
BECAUSE OF THE INHERENT UNCERTAINTY OF VALUATION, THESE ESTIMATED VALUES MAY DIFFER FROM THE VALUES THAT 
WOULD BE USED IF A READY MARKET FOR THE INVESTMENTS EXISTED, AND THE DIFFERENCES COULD BE SIGNIFICANT.

DISCLAIMER


