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Executive Summary
Private Markets

• The Role of Private Markets
• Recap of Board-approved activity 
• Portfolio Holdings and Performance
• 1 Infrastructure
• 2 Real Estate
• 3 Private Equity
• 4 Private Credit 

• Near term plans

16 March 2022 2



16 March 2022 3

The Role of Private Markets Assets 

Infrastructure:
• Consistent and meaningful income
• Value creation from improvements and acquisitions

Real Estate:
• Consistent income/yield from rents
• Combine stable core properties plus value added
• Capture growth factor from lease up, development and 

value enhancements
• Add illiquidity premium from private structures
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The Role of Private Markets Assets 

Private Equity:
• Capture growth factor as portfolio companies expand
• Capture Small size factor inefficiencies
• Add illiquidity premium from private fund structures

Private Credit:
• Cash Income or Yield from loan interest payments
• Capture Credit factor for lower credit quality/risk
• Capture some rates factor for shorter term loans
• Add illiquidity premium for private structures
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(Funds raised but not yet called)
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FCERA Asset Class Targets

 4% Infrastructure: currently 3.7%

 8% Real Estate: currently 6.5%

 8% Private Equity: currently 7.4%

 8% Private Credit: currently 7.8%
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Infrastructure
3.7% of assets, target 4.0% or $240mil

Per Verus
-10 year expected return: 6.6%
-Volatility 17.6% (above or below expected return)

Performance (as of 12/31): 
-1 year: 17.6%
-3 years: 11.5 %
-5 years: 14.7%

Commitment
-$39mil likely to be called in Q1, previously approved
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Biggest demand from 
roads & power projects
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Current Infrastructure Exposure
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Overall FCERA Real Estate
6.5% of assets, target 8%

Performance (as of 12/31)
• 1 year: 19.3% 
• 3 year: 7.8% 
• 5 year: 7.8%
Commitments:
• Ares - $75mil in 2020,  3-4 years, $26mil called to date
• Oaktree - $75mil in 2020, 3-4 years, $12mil called to date
• Harrison Street Core in 2021 - $115mil total, $70mil called in Jan
• PCCP Fund IX in 2021, $50mil committed, $5mil called to date
• Invesco Value Add Fund VI - $50mil, 3-4 years, 0 called
• New Value Add Fund - $40mil in discussions, 3-4 years
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From 
P & I

FCERA Real Estate Target is Typical
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• Rising inflation is thought to benefit real estate, so recent inflation is a tailwind

• Real Estate allocations are up, but Core real estate share of funds raised 
continues to decline

• Self-storage, about 5% of the market,  returns calculated at +66%
• Industrial, about 10% weight, showed returns of 41%

• Cap Rate Spreads  or Yields: (net operating income/asset value, less Treasury 
rates) have fallen back to about 3.2%, with the low being 2.9% in 2019

• Although vacancies in all asset types have fallen from peaks, they are still 14% 
in Office

• Retail is bifurcated, with malls  & many vendors struggling.  Experiential retail 
thriving with lifting of pandemic restrictions

Real Estate Market Overview 
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Although total $ 
raised was up 

slightly, the number 
of funds raising 

continue to decline

The median step-up in fund 
size was 60%
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There is a lot of money hunting for deals, 
but the amount has stabilized
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FCERA Closed End Real Estate
Expected return 8.5-9.5%, Volatility 9.9-11.2%
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Real Estate Pacing
@ $80mil per year

2021 2022 2023 2024 2025

Invesco Core Fund $       205,610,066 $       211,778,368 $       218,131,719 $       224,675,671 $       231,415,941 

Harrison Street Core Fund NEW $                           - $       115,000,000 $       118,450,000 $       122,003,500 $       125,663,605 

Existing Value-Add/Opportunistic Commitments $         73,114,450 $         72,680,191 $         44,188,319 $         19,588,319 $           6,388,319 

Future Value-Add/Opportunistic Commitments $         18,400,000 $         56,800,000 $       119,200,000 $       200,600,000 

Ares AREOF III (est) $         26,853,136 $         56,978,136 $         70,228,136 $         51,210,219 $         16,335,219 

Oaktree ROF VIII (est) $           7,505,951 $         24,755,951 $         47,255,951 $         58,505,951 $         49,005,951 

PCCP Equity XI (est) $           4,785,589 $         21,277,319 $         31,870,788 $         42,042,882 $         35,000,000 

Invesco Value-Add VI (est) $           2,500,000 $         17,500,000 $         24,000,000 $         31,500,000 $         28,500,000 

TOTAL $       320,371,213 $       538,371,987 $       610,926,936 $       668,728,566 $       692,911,060 
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Private Equity
7.5% of assets, target 8%

Expected return 9.5%, volatility 26%

Performance (as of 12/31)
1 year: 57.2% 
3 year: 22.0
5 year: 19.8

2021 Commitments:
Insight Partners XII, $20mil
Keensight Nova VI, $20mil
SK Capital Partners VI, $15mil
STG Allegro Fund, $15mil
The Resolute Fund V, $15mil
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Deal pricing and 
leverage are stable

Value of transactions 
up sharply
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Private Equity Portfolio is Maturing

Performance 
varies greatly 
by fund, but is 
generally good

Many funds 
are new, hence 

“J- curve”
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Private Equity Pacing Plan
Most recent amendment anticipates $125mil per year
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Private Credit
7.8% of assets, target 8%

Expected return 6.8%, volatility 14.6%

Performance
1 year: 14.1%
3 year: 7.3
5 year: 7.5

Note: the latest private credit vintage is 2017

Commitments:
Aksia will commit $230mil/year for 3 years

(Carlyle BDC tender creates an option)
All existing funds/managers now in harvest mode
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Private Credit Market

• Market size: one example is that leverage loan maturities are 
$50B in 2022, $175B in 2023, and $225B in 2024 (refinancing)

• Private credit has outperformed public credit 21/21 previous years

• Private credit should do well in a rising rate environment due to its 
floating rate structure, but watch as rising rates pinches credit
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Funds 
performing as 

expected
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Private Credit Pacing
Assuming Carlyle BDC tender $100mil 2022, $50mil 2023

Depending upon the size of 
any Carlyle tender, there may 

be a hole in this allocation.  
How to fill?
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Summary of Expected Private Markets & Activities

• All Private Markets attempt to capture an illiquidity premium
• Private Markets sectors each have their own drivers
• Each private markets sector weathered the pandemic very well
• FCERA portfolio retains $80mil in “tactical cash” for upcoming calls
• FCERA Board has committed for 2022:

• $39mil for Infrastructure, to be called in this quarter
• $45mil more for Core real estate, in addition to $70mil just called 
• $40mil in Value Add real estate YTD, with $40mil to follow
• $230mil for Private Credit, to be adjusted for Carlyle tender(s)
• $125mil for Private Equity, 5-7 commitments of $15-25mil
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