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Publicly listed real assets are increasingly being used in 
conjunction with private assets, providing key exposure-
management benefits.

Private markets continue to be a destination of choice for institutional investors to potentially 
achieve higher returns through capital appreciation and attractive yields. One of the biggest 
challenges is managing the liquidity that comes with private market allocations. The confluence 
of pandemic and war-fueled liquidity demand coupled with inflation concerns has triggered a 
review of clients’ liquidity management for private markets — how to maintain exposures, reduce 
cash drag, meet capital calls, and adhere to asset allocation policies. Recently there has been 
an increased focus on more liquid strategies that have inflation-sensitive characteristics such as 
real assets.

This article is the second edition in a series about liquidity management for private markets. 
Over the long term, real assets play a complementary role within a total portfolio as a source of 
diversification, potential return enhancement, and risk reduction; they also provide a meaningful 
source of income. Real assets encompass a wide-ranging group of assets such as real estate, 
infrastructure, and natural resources, and are accessed through both private and publicly listed 
securities. Currently, they are playing a larger role in asset allocations as investor policy goals 
and objectives are being challenged by the effects of an inflationary environment not seen in four 
decades — an environment that is influencing changes in the forecasted returns of all assets. 

Publicly listed real assets are increasingly being used in conjunction with private assets in a 
completion role, providing exposure-management benefits such as the maintenance of policy 
strategic weight objectives at the top level across the total portfolio, within the real asset 
exposure, and with specific underlying assets. Additionally, real assets provide daily liquidity for 
the management of capital calls or distributions from private managers and ease demands on, or 
disruptions to, the non-alternatives portion of the total portfolio. Using indexed strategies tailored 
to client-specific needs, publicly listed real asset solutions can be implemented in a transparent, 
cost-effective manner. 
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Private Market 
Overview 

The private market for real assets is diverse and mature, with an estimated $3.5 trillion in assets 
and growth forecasts for 2022 of over 15% for infrastructure and close to 6.5% for real estate and 
natural resources.1 A large portion of real assets is accessible via private markets and provides an 
attractive risk and return profile. The group is led by commercial real estate, with core, value-add, 
and opportunistic investment approaches in both equity and debt securities across residential, 
office, industrial, retail, hotel, and other niche sectors. Similarly, infrastructure, focused on core, 
core-plus, and value-add approaches, has gained momentum recently and is projected to 
grow substantially — fueled by government-led initiatives and support — to add, expand, and 
update infrastructure to meet global demand and needs. Natural resources and their sourcing 
play a critical role in providing inputs for economic growth across the energy, mining, and 
agriculture segments.

The allocation and potential cash (“dry powder”) set aside by investors to satisfy commitments 
to private assets is quite significant today, at more than $1 trillion. This amount held by fund 
managers today is historically high and is structured to be invested in individually sourced 
investments over the course of the next five years. For private real estate, that number exceeds 
$400 billion, or roughly 30% of the aggregated total assets under management (AUM). Similarly, 
private infrastructure has nearly $300 billion to be invested, or roughly 35% of the AUM directed 
toward unlisted infrastructure. Private natural resources is in between the other two with close to 
$340 billion in cash on the sidelines, approximately 30% of the outstanding AUM intended for raw 
material assets.2 

Figure 1 
Attributes of Publicly 
Listed Real Assets
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•  Maintain total portfolio 
strategic allocation
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Source: State Street Global Advisors.

Figure 2 
Private Asset 
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Source: Preqin Pro, September 2022.
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Defined Benefit 
Plan Use Case

We will examine two use cases to illustrate real asset exposure. In our first case, a defined 
benefit plan has a dedicated real asset exposure outlined in its investment policy statement with 
allocations to real estate, infrastructure, natural resources, and commodities. The plan had some 
existing real estate private market investments, but wanted to expand to include other real assets 
in its policy mix. State Street Global Advisors worked with the plan sponsor to create a custom 
portfolio with underlying indexed assets and weights that matched the sponsor’s objectives 
and enabled them to gain immediate exposure to real assets. Private market allocations were 
anticipated to be made over the next three years.

Additionally, State Street Global Advisors maintains the appropriate exposure across all the 
real assets through regular rebalancing, to provide liquidity for cash flows as needed for private 
market investments and to respond to broader total portfolio activity. Over time, the real asset 
mix was changed by the plan sponsor, and the custom solution made it easy to adjust the 
composition quickly, efficiently, and cost-effectively to maintain the exposure desired.

In our second use case, an endowment recently expanded its allocation to real assets and 
adopted a published real asset benchmark for internal tracking and evaluation purposes. The 
endowment anticipated making significant investments in private market real assets over the 
next three years but was looking for an exposure-management solution that would provide 
current exposure and liquidity in the interim. The published benchmark included a combination 
of publicly listed real asset equity and bond securities over a broad range of exposures.

Source: State Street Global Advisors, representative example.

Endowment & 
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The Bottom Line

State Street Global Advisors collaborated with members of the client’s investment team to 
design a custom solution that tracks the benchmark using indexed strategies in commodities, 
global natural resources, and infrastructure equities along with core investment grade credit 
and natural resource bond exposures. State Street Global Advisors manages the custom 
solution against the benchmark through disciplined rebalancing and provides liquidity for the 
endowment’s expansion of its private asset allocation.

Real assets play an important role within a total portfolio as a source of diversification, potential 
risk-return enhancement, and inflation sensitivity; they also provide a meaningful source of 
income. Exposure and liquidity can be achieved via index strategies as individual components  
or as a multi-asset class custom solution. 

We welcome the opportunity to discuss your portfolio’s liquidity and exposure needs. Please 
contact us for additional information or visit ssga.com.

Figure 4 

Source: State Street Global Advisors, representative example.

Endnotes 1 Preqin Pro Database, 2022 Preqin Global Real Estate 
Report, 2022 Preqin Global Infrastructure Report, 2022 
Preqin Global Natural Resources Report.

2 Preqin Pro Database, September 2022.
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Our clients are the world’s governments, institutions, and financial advisors. To help them achieve 
their financial goals, we live our guiding principles each and every day:

• Start with rigor
• Build from breadth 
• Invest as stewards 
• Invent the future 

For four decades, these principles have helped us be the quiet power in a tumultuous investing 
world, helping millions of people secure their financial futures. This takes each of our employees 
in 30 offices around the world, and a firm-wide conviction that we can always do it better. As a 
result, we are the world’s fourth-largest asset manager* with US $3.48 trillion† under our care.

* Pensions & Investments Research Center, as of December 31, 2021. 
†  This figure is presented as June 30, 2022, and includes approximately $66.43 billion of assets with respect to SPDR 

products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing agent. 
SSGA FD and State Street Global Advisors are affiliated.
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Important Information

The information provided does not constitute 
investment advice and it should not be relied 
on as such. It should not be considered a 
solicitation to buy or an offer to sell a security. 
It does not take into account any investor’s 
particular investment objectives, strategies, 
tax status or investment horizon. You should 
consult your tax and financial advisor.

All information is from SSGA unless otherwise 
noted and has been obtained from sources 
believed to be reliable, but its accuracy is not 
guaranteed. There is no representation or 
warranty as to the current accuracy, reliability 
or completeness of, nor liability for, decisions 
based on such information and it should not be 
relied on as such.

The trademarks and service marks referenced 
herein are the property of their respective 
owners. Third party data providers make no 
warranties or representations of any kind 
relating to the accuracy, completeness or 

timeliness of the data and have no liability for 
damages of any kind relating to the use of 
such data.

The views expressed in this material are the 
views of the Investment Solutions Group 
through the period ended September 30, 2022 
and are subject to change based on market and 
other conditions. This document contains 
certain statements that may be deemed 
forward-looking statements. Please note that 
any such statements are not guarantees of any 
future performance and actual results or 
developments may differ materially from 
those projected.

The information contained in this 
communication is not a research 
recommendation or ‘investment research’ 
and is classified as a ‘Marketing 
Communication’ in accordance with the 
Markets in Financial Instruments Directive 
(2014/65/EU) or applicable Swiss regulation. 
This means that this marketing communication 
(a) has not been prepared in accordance with 
legal requirements designed to promote the 
independence of investment research and (b) is 
not subject to any prohibition on dealing ahead 
of the dissemination of investment research.

The information provided does not constitute 
investment advice as such term is defined 
under the Markets in Financial Instruments 

Directive (2014/65/EU) or applicable Swiss 
regulation and it should not be relied on as such. 
It should not be considered a solicitation to buy 
or an offer to sell any investment. It does not 
take into account any investor’s or potential 
investor’s particular investment objectives, 
strategies, tax status, risk appetite or 
investment horizon. If you require investment 
advice you should consult your tax and financial 
or other professional advisor. All material has 
been obtained from sources believed to be 
reliable. There is no representation or warranty 
as to the accuracy of the information and State 
Street shall have no liability for decisions based 
on such information.

Investing involves risk including the risk of loss 
of principal.

Asset Allocation is a method of diversification 
which positions assets among major investment 
categories. Asset Allocation may be used in an 
effort to manage risk and enhance returns. 
It does not, however, guarantee a profit or 
protect against loss.

Equity securities may fluctuate in value in 
response to the activities of individual 
companies and general market and 
economic conditions.

Bonds generally present less short-term risk 
and volatility than stocks, but contain interest 

rate risk (as interest rates raise, bond prices 
usually fall); issuer default risk; issuer credit risk; 
liquidity risk; and inflation risk. These effects are 
usually pronounced for longer-term securities. 
Any fixed income security sold or redeemed 
prior to maturity may be subject to a substantial 
gain or loss.

Investing in commodities entails significant risk 
and is not appropriate for all investors. 
Commodities investing entails significant risk as 
commodity prices can be extremely volatile due 
to wide range of factors. A few such factors 
include overall market movements, real or 
perceived inflationary trends, commodity index 
volatility, international, economic and political 
changes, change in interest, and currency 
exchange rates.

There are risks associated with investing in Real 
Assets and the Real Assets sector, including 
real estate, precious metals and natural 
resources. Investments can be significantly 
affected by events relating to these industries.
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