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Private Real Assets
Portfolio Update



History of the Resources Portfolio

• MSBI made its first private investment in resources
• $15 million commitment to AMGO I (later First Reserve) in 1981

• Original investment rationale:
• Low expected correlation to other asset classes
• Private capital formation for energy investment was limited at the 

time
• Believed to be an inefficient sector providing opportunity for excess 

return

• Early investments focused on upstream oil and gas, as well as related 
services and equipment
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History of the Resources Portfolio

• Resources have been a significant component of Alternatives 
portfolio ever since:
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Portfolio Composition
• Over time the composition of the portfolio has changed

• Expanded mandates for certain managers
• Commitments by SBI to areas such as infrastructure and renewables
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Portfolio Composition
• Prior to 2007 essentially entire portfolio related to oil and gas sector
• Since then, increasing exposure to other types of real assets
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Portfolio Performance
• Resources has been a volatile sector
• Five years ago, resources easily out-performed all other private asset classes 

over the trailing 10 years.  

• Today, it underperforms significantly
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As of Jun 30 2014 3YR 5YR 10YR

Resources 13.7% 13.5% 25.1%

Private Equity 13.6% 17.6% 16.2%

Real Estate 12.0% -2.9% 6.8%

Credit 12.5% 13.6% 12.9%

As of June 30 2019 3YR 5YR 10YR

Resources 10.2% -1.9% 5.5%

Private Equity 17.8% 14.3% 15.6%

Real Estate 9.6% 11.3% 8.6%

Credit 14.2% 13.2% 13.4%



Portfolio Performance
• Worth comparing private resources performance to publically traded energy 

stocks:

• Recent downturn in the energy markets affects both public and private 
markets

• Private energy investments have continued to outperform public energy 
equities over the long run
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As of June 30 2014 3YR 5YR 10YR

Resources 13.7% 13.5% 25.1%

Russell 3000 
Energy

11.4% 17.4% 12.3%

As of June 30 2019 3YR 5YR 10YR

Resources 10.2% -1.9% 5.5%

Russell 3000 
Energy

-0.7% -7.5% 4.1%



Annual Returns
1YR Return: Resources Private Equity

Jun 30, 1993 8.36 1.12
Jun 30, 1994 4.77 11.25
Jun 30, 1995 14.31 6.42
Jun 30, 1996 12.45 40.30
Jun 30, 1997 31.31 28.42
Jun 30, 1998 32.56 48.99
Jun 30, 1999 -26.23 -0.09
Jun 30, 2000 24.43 43.14
Jun 30, 2001 39.24 -6.97
Jun 30, 2002 0.44 -7.62
Jun 30, 2003 8.28 -3.48
Jun 30, 2004 11.61 21.17
Jun 30, 2005 47.36 30.28
Jun 30, 2006 115.34 39.32
Jun 30, 2007 31.53 25.30
Jun 30, 2008 26.22 11.05
Jun 30, 2009 -5.19 -21.29
Jun 30, 2010 10.96 27.89
Jun 30, 2011 15.24 20.01
Jun 30, 2012 16.93 7.84
Jun 30, 2013 8.47 12.92
Jun 30, 2014 15.90 20.33
Jun 30, 2015 -8.77 11.86
Jun 30, 2016 -25.46 7.40
Jun 30, 2017 27.31 18.69
Jun 30, 2018 4.31 19.73
Jun 30, 2019 0.86 14.37

• Resources returns have been 
volatile

• Periods of extreme 
performance, both positive and 
negative
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Annual Returns
1YR Return: Resources Private Equity

Jun 30, 1993 8.36 1.12
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Jun 30, 1996 12.45 40.30
Jun 30, 1997 31.31 28.42
Jun 30, 1998 32.56 48.99
Jun 30, 1999 -26.23 -0.09
Jun 30, 2000 24.43 43.14
Jun 30, 2001 39.24 -6.97
Jun 30, 2002 0.44 -7.62
Jun 30, 2003 8.28 -3.48
Jun 30, 2004 11.61 21.17
Jun 30, 2005 47.36 30.28
Jun 30, 2006 115.34 39.32
Jun 30, 2007 31.53 25.30
Jun 30, 2008 26.22 11.05
Jun 30, 2009 -5.19 -21.29
Jun 30, 2010 10.96 27.89
Jun 30, 2011 15.24 20.01
Jun 30, 2012 16.93 7.84
Jun 30, 2013 8.47 12.92
Jun 30, 2014 15.90 20.33
Jun 30, 2015 -8.77 11.86
Jun 30, 2016 -25.46 7.40
Jun 30, 2017 27.31 18.69
Jun 30, 2018 4.31 19.73
Jun 30, 2019 0.86 14.37

• Resources outperforms Private 
Equity in approximately half of 
annual observations

• However, lags in 8 of last 10 
years
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Observations

• Portfolio has delivered diversification; performed 
well when PE performed badly

• High volatility (approximately 2x volatility of PE 
portfolio)

• Portfolio has significant exposure to the energy 
sector and commodity risk

• Going forward, what kind of returns should we 
expect?

• A few years of great performance skew results
• Is recent underperformance simply cyclical?
• Can we reasonably expect the good years to be as good?
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The Role of Real Assets

• 1981:  
• Low correlation with other asset classes
• Opportunity for high returns

• 2012:
• Low correlation with other asset classes
• Long duration
• Hedge against inflation
• Intrinsic value provides downside protection

• 2019:
• Low correlation with other asset classes
• Long useful life
• MAY provide inflation protection
• MAY provide stable, predictable cash flow
• MAY have intrinsic value providing downside protection
• MAY be either growth or income oriented
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Defining Real Assets
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Source: Meketa



Characteristics of Real Assets
• Important to recognize that different assets demonstrate different 

characteristics
• Investors must define and prioritize portfolio objectives 
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Conclusions

• Resources portfolio has served the SBI well
• Provided diversification
• Periods of very high absolute returns

• However…
• Portfolio has been very volatile
• Significant exposure to commodity prices

• Staff believes that a more broadly invested Real Assets 
portfolio can offer

• Diversification
• Downside protection
• More stable return profile
• A mix of growth-oriented and income-generating assets 

14



Additional Topics for Discussion

• How have others implemented Real Asset 
portfolios?

• What is the role of real estate? Why do we consider 
it a separate asset class?

• What about intangible assets such as data, 
intellectual property, royalties, etc?

• Can we invest in the same assets through public 
markets?

• Why haven’t we invested in agriculture and timber?
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Additional Materials
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Correlation Matrix
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