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U.S. Private Real Estate Market Trends 
1Q 2020 

Source: NCREIF

Last 
Quarter Last Year

Last 3 
Years

Last 5 
Years

Last 10
Years

NCREIF ODCE (Prelim, 
Gross of Fee) 1.0% 4.9% 6.8% 8.5% 11.5%

Appreciation -0.05% 0.7% 2.5% 3.9% 6.3%

Income 1.0% 4.2% 4.2% 4.4% 4.9%

NCREIF Property Index 0.7% 5.3% 6.4% 7.7% 10.2%

Appreciation -0.4% 0.7% 1.8% 2.9% 5.7%

Income 1.1% 4.5% 4.6% 4.7% 4.6%

-0.5%
-1.4%

-0.7%

0.0%

-0.1%

-4.8%

1.5%

0.2%

-3.2%

-0.4%

1.1% 1.1% 1.2% 1.1% 1.1% 1.1% 1.1% 1.1% 1.2% 1.1%

East Midwest South West Apartment Hotel Industrial Office Retail Total

Appreciation Income

Results 
– Initial impact of pandemic reflected in Q1 results
– Positive return due to income
– Industrial real estate performed well.
– Retail depreciation accelerated this quarter.
– Dispersion of returns by manager within the ODCE 

Index due to composition of underlying portfolios 
but also valuation methodology/approach

– Negative returns expected for the second quarter 
and beyond.

NCREIF Property Index Returns by Region and Property Type

Property Type
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U.S. Private Real Estate Market Trends

U.S. real estate fundamentals
–Vacancy rates for all property types are 

or will be impacted. 
–Limited change in net operating income 

but the second quarter will show 
declines.

–April rent collections show malls severely 
impacted followed by other types of retail. 
Class A/B urban apartments are relatively 
strong, followed by certain types of 
Industrial and Office.

–Supply was in check prior to the 
pandemic.

–Construction is limited to finishing up 
existing projects but has been hampered 
by shelter in place and material 
shortages. 

–New construction will be basically halted 
in future quarters except for pre-leased 
properties. 
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Source: NCREIF

1Q 2020 
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U.S. Private Real Estate Market Trends

–Transaction volumes were healthy in the first part of the quarter, but dropped off at quarter end and ground to a halt 
thereafter with transactions being cancelled even where there were material non-refundable deposits.

–Cap rates remained steady during the quarter. The spread between cap rates and 10-year Treasuries is relatively high, 
leading some market participants to speculate that cap rates will not adjust much. Price discovery is happening and there 
are limited transactions. 

–Callan believes the pandemic may cause a permanent re-pricing of risk across property types. Property types with more 
reliable cash flows will experience less of a change in cap rates; however, those with less reliable cash flows will see 
greater adjustments.

Pricing and transaction volumes in 1Q2020 did not fully reflect the impact of COVID-19 
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Infrastructure Fundraising Momentum Continued Through 1Q20

–1Q20 was the third-largest quarter for closed-end infrastructure fundraising, following 4Q19 ($43 billion) and 3Q18 ($38 
billion). The closed-end fund market continues to expand, with infrastructure debt, emerging markets, and sector-specific 
strategies (e.g., communications and renewables). Investor interest in mezzanine or debt-focused funds has increased. 

–Open-end funds raised significant capital in 2019, and the universe of investable funds continues to increase as the sector 
matures.  

–In 2020 assets with guaranteed/contracted revenue or more inelastic demand patterns (e.g., renewables, telecoms, and 
utilities) fared better than assets with GDP/demand-based revenue (e.g. airports, seaports, midstream-related).

Mega-funds continue to dominate fundraising

Source: Preqin and Callan research
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Real Estate Portfolio Summary

● CTPF’s market value is slightly 
below the target allocation. 
Dividends are being reinvested into 
core funds.

● Unfunded commitments include: 
Basis Investment Group Real Estate 
Fund I, GreenOak US Fund III, 
Heitman Value Partners IV, 
Longpoint Fund I, Long Wharf VI, 
Oak Street Seeding Fund II, Oak 
Street Real Estate Capital Fund IV, 
Newport Capital Partners II, PRISA 
II, and TA Realty XII. 

● Portfolio is well positioned with 85% 
of the market value in funds that 
pursue “Core” strategies with 
income producing properties.

December 31, 2019

$ Millions (%)
CTPF Total Plan Assets $11,111.59 100.00%
Real Estate Target $1,000.04 9.00%
Plan's Real Estate Market Value $910.31 8.19%
Unfunded Commitments $235.81 2.10%
Market Value & Unfunded Commitments $1,144.12 10.30%

Core
85%

Non-core
15%

Real Estate Market Value
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29.3%

10.5%

19.7%

38.5%

2.0%

30.8%
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CTPF ODCE

Real Estate Portfolio Diversification

● The real estate portfolio is 
primarily located in the U.S. 
with only 3% in Non-U.S. 
markets including Asia, the 
United Kingdom, Continental 
Europe and Mexico. 

● Four core property types 
comprise 88% of the 
portfolio.  Hotels, storage, 
healthcare and other 
comprise 12%. Property 
Types in Other include 
mixed use, for sale 
residential, student housing, 
land and parking.  ODCE 
does not break storage and 
healthcare out from Other.

● Diversification will shift as 
new commitments are called 
and old funds sell properties.

December 31, 2019

22.6% 22.2%
16.9%

26.0%

1.4% 2.9% 2.6% 4.5%

33.3%
25.7%

16.2% 19.3%

0.0% 0.0% 0.0%
4.5%

0.0%

10.0%

20.0%

30.0%

40.0%

Property Type Diversification

CTPF ODCE

Note: Subtotals reflect actual weights, not the sum of rounded weights shown.
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1.56%

5.04%

6.56%

8.25%

10.96%

1.30%

7.02% 6.87%

8.58%

9.76%

1.53%

5.36%
6.58%

7.75%

9.30%

1.27%

4.39%

6.13%

7.96%

10.39%

Last Quarter 1 Year 3 Years 5 Years 10 Years

CTPF Core/Core Plus Portfolio CTPF Non-Core Portfolio
CTPF Total Real Estate Portfolio Performance Benchmark

Core/Core Plus and Non Core Real Estate Returns
Periods Ending December 31, 2019

Performance numbers in this presentation are based on quarterly data collected from CTPF investment managers and calculated by Callan beginning in the fourth quarter of 2015. Quarterly performance history 
prior to the fourth quarter of 2015 was calculated and provided to Callan by the previous consultant, The Townsend Group. Benchmark is the NFI-ODCE Value-Weight Index, a time-weighted return Index with an 
inception date of 12/31/1977. The Index is comprised of 33 open-end commingled funds, in which 23 are still actively investing. Full definition is contained in the Appendix.

● Four of seven funds in the Core/Core Plus Portfolio outperformed the benchmark in the quarter.  Lion Industrial Fund was the best 
overall performer and delivered income and appreciation above the benchmark. BREDS High Grade income returns were above 
the benchmark, while appreciation was below the benchmark. JP Morgan and PRISA II appreciation was higher than the 
benchmark, while income was below the benchmark.

● PRISA SA, LaSalle Property Fund and UBS underperformed the benchmark in the quarter.  CTPF’s redemption request to fully 
redeem out of the UBS Fund was submitted in 2018 and will likely take until at least 2021 to be paid out.

● The Non-Core Portfolio performance was driven by strong results from  Heitman Value Partners IV and Oak Street Fund IV.  Walton 
Street  funds lagged in the Non-Core Portfolio. 
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CTPF Real Estate Commitment History

● Core fund investments include UBS, JP Morgan, PRISA and PRISA II commitments made between 
1997-2001.  Other core funds were added later: LaSalle Property Fund (2010), Lion Industrial Trust 
(2015) and BREDS High Grade (2017).  In 2018, additional capital was allocated to Lion Industrial, 
PRISA II and LaSalle Property Fund as part of the rebalance following UBS redemption request.

● Non-core funds invested during 2004-2014 are completing their disposition programs.  Since 2016, 
CTPF has invested with nine different non-core strategies which are actively deploying capital  and are 
detailed on the following slide.

Commitments shown by year of Board approval
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Newport Capital Partners II Oak Street Fund IV GreenOak US Fund III
BIG Real Estate Fund I Heitman VP IV TA Realty XII
Long Wharf  RE Partners VI Longpoint Realty Fund I Oak Street Seeding Fund II

Nine Non-Core Funds are Still Investing
The year shown reflects when the first investment was made by the fund manager

CTPF commitments, by fund ($millions)
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JP Morgan Infrastructure is an open-end fund.  All other funds are closed-end.

Infrastructure Portfolio Summary
December 31, 2019

$ Millions (%)
CTPF Total Plan Assets $11,111.59 100.00%
Infrastructure Target $222.23 2.00%
Plan's Infrastructure Market Value $207.88 1.87%
Unfunded Commitments $54.08 0.49%
Market Value & Unfunded Commitments $261.96 2.36%

Core
61%Non-core

39%

Market Value

● Infrastructure comprised 1.87% of 
the total portfolio on a market value 
basis compared to a target of 2%, 
and range of 0-4%.

● CTPF made its first infrastructure 
investments in 2008 and 2009: one 
core fund and two non-core funds.

● In the past four years, CTPF has 
made commitments to five 
additional funds: two core funds 
and three non-core funds.

● The portfolio will become more core 
as the two core fund commitments 
are called.

● In 1Q 2020 CTPF approved a $25 
million re-up commitment to 
Macquarie Infrastructure  Partners 
V.
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Portfolio Diversification Based on Market Value
December 31, 2019

● Majority of portfolio in developed 
markets.

● Non-OECD* includes investments 
in Brazil (data centers,  transport, 
renewables and utilities), as well 
as renewables in India and China.

● Geography ‘other’  includes 
OECD countries such as Japan
and Mexico.

● Transportation comprised the 
largest share of the portfolio. 

● Utilities, renewables and energy 
together comprised half of the 
portfolio.

● Sector ‘other’ includes waste and 
oil storage investments.

47%

18%
12% 11%

4% 7%

US &
Canada

OECD
Europe

Non-OECD United
Kingdom

Australia Other

25%

20% 19%
16%

14%

6%

Transport Other Renewables Utilities Energy Communication

Geographic Diversification

Sector Diversification

*Organisation for Economic Co-operation and Development (“OECD”): 36 member countries that represent circa 80% of world trade. 
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CTPF Infrastructure Commitment History

● CTPF made its first infrastructure investments in 2008: a total of $132M in two non-core Macquarie funds. 

● In 2009, CTPF invested $150M in JP Morgan (core).

● In 2016,  CTPF committed $50M to Brookfield  III (non-core).

● In 2018,  CTPF committed to two core funds: IFM ($35M) and Ullico ($15M).

● In 2019, CTPF committed to two non-core funds: Brookfield IV ($25M) and JLC Infrastructure ($10M).

● In 2020, CTPF committed $25M to Macquarie US V (non-core).

Infrastructure commitments are becoming more even in size and pace
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0.15%

12.72% 12.47%
9.21%

6.96%
3.12%

25.04%

8.82% 8.49% 8.22%

Last Quarter 1 Year 3 Years 5 Years Since Inception 
(12/2008)

CPTF Infrastructure Portfolio Benchmark

Infrastructure Portfolio Performance
Periods Ending December 31, 2019

In the fourth quarter of 2017, the annualized 8% infrastructure benchmark was replaced with the FTSE Developed Core Infrastructure 50/50 Index.

● Infrastructure is a developing asset class and as of today, there is no industry standard benchmark 
for private infrastructure investors.  The benchmark is public-markets based and reflects very strong 
public markets performance in 2019.  

● Four of the six infrastructure funds had positive performance in Q4 2019. Two funds had negative 
performance: Brookfield IV (which is early in its life) and Macquarie Europe III (which sold the 
Brussels Airport at a strong multiple – but was negatively impacted by currency movement in Q4).

● The CTPF portfolio outperformed the benchmark during the Three and Five year periods.  Brookfield 
Infrastructure III has delivered strong income performance. 



Glossary of Terms and Disclaimer
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Definitions
Style Groups
Total Real Estate DB: The Total Real Estate Funds Database consists of both open and closed-end commingled funds managed by real estate firms that report to 
the Callan Database.

Open-End Real Estate: The Open-End Real Estate Database consists of all open end real estate funds that report to the Callan Database.

Real Estate Value Added: The Real Estate Value Added Database consists of all real estate funds that manage to a value add strategy and report to the Callan 
Database.

Real Estate Opportunistic: The Real Estate Opportunistic Database consists of all real estate funds that manage to a value add strategy and report to the Callan 
Database.

REIT Global DB: The REIT Global Database consists of products investing in global equity real estate through portfolios consisting primarily of equity Real Estate 
Investment Trusts (REIT). The Database is comprised of returns for both separate account composites and commingled vehicles.

*The above groups are based on time-weighted returns.

Vintage Year Database Groups: The Vintage Year Groups are comprised of all funds that report to the database with the initial drawdown taking place in the 
labeled year. These groups are based on IRRs derived from the cash flows submitted to the Callan Database.

Indices
Stylized Index: Weights the various style group participants to be comparable to the investor portfolio holdings for each period.

NAREIT Equity Index: This is an index of Equity Real Estate Investment Trust returns reflecting the stock value changes of REIT issues as determined through 
public market transactions.

The NFI-ODCE Value-Weight Index is a time-weighted return Index with an inception date of 12/31/1977. The Index is comprised of 33 open-end commingled 
funds, in which 23 are still actively investing. Inclusion within the Index requires (a) minimum of 80% of net fund assets invested in the multifamily, retail, industrial, 
office, or hotel property type, (b) maximum of 20% of net fund assets invested in real estate debt or private/public company equity, (c) at least 80% of net assets 
invested in properties with a minimum occupancy of 60%, (d) no more than 70% of real estate net assets invested in a single property type or region, (e) maximum 
of 40% leverage, and (f) at least 95% of net real estate assets invested within the U.S. market.
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Definitions
Terms
Beginning Market Value: Value of real estate, cash and other holdings from prior period end.

Contributions: Cash funded to the investment for acquisition and capital items (i.e., initial investment cost or significant capital improvements).

Distributions: Actual cash returned from the investment, representing distributions of income from operations. Withdrawals: Cash returned from the investment, 
representing returns of capital or net sales proceeds.

Ending Market Value: The value of an investment as determined by actual sales dollars invested and withdrawn plus the effects of appreciation and reinvestment; 
market value is equal to the ending cumulative balance of the cash flow statement (NAV).

Unfunded Commitments: Capital allocated to managers which remains to be called for investment. Amounts are as reported by managers.

Remaining Allocation: The difference between the ending market value + the unfunded commitments and the target allocation. This figure represents dollars 
available for allocation.

Core: Direct investments in operating, fully leased, office, retail, industrial, or multifamily properties using little or no leverage (normally less than 30%).

Value‐Added: Core returning investments that take on moderate additional risk from one or more of the following sources: leasing, re‐development, exposure to 
non‐traditional property types, the use of leverage.

Opportunistic: Investments that take on additional risk in order to achieve a higher return. Typical sources of risks are: development, land investing, operating 
company investing, international exposure, high leverage, distressed properties.

Non Core: Includes both value added and opportunistic strategies

Vintage Year: Year of first drawdown 



22Knowledge. Experience. Integrity. Chicago Teachers’ Pension Fund

Definitions - Performance 
Capitalization rate: Commonly known as cap rate, is a rate that helps in evaluating a real estate investment. Cap rate = Net operating income / Current market 
value (Sales price) of the asset. 

Net operating income: Commonly known as NOI, is the annual income generated by an income-producing property after taking into account all income collected 
from operations, and deducting all expenses incurred from operations.

Real Estate Appraisal: The act of estimating the value of property. A real estate appraisal may take into account the quality of the property, values of surrounding 
properties, and market conditions in the area. 

Income Return (“INC”): Net operating income net of debt service before deduction of capital items (e.g., roof replacement, renovations, etc.)

Appreciation Return (“APP”): Increase or decrease in investment's value based on internal or third party appraisal, recognition of capital expenditures which did 
not add value or uncollectible accrued income, or realized gain or loss from sales.

Total Gross Return: The sum of the income return and appreciation return before adjusting for fees paid to and/or accrued by the manager.

Total Net Return: Total gross return less Advisor fees reported. All fees requested (asset management, accrued incentives, paid incentives). No fee data is verified. 

Inception Returns: The total net return for an investment or portfolio over the period of time the client has funds invested. Total portfolio Inception Returns include 
returns from investments no longer held in the current portfolio.

Net IRR: IRR after advisory fees, incentive and promote. This includes actual cash flows and a reversion representing the LP Net Assets at market value as of the 
period end reporting date.

Equity Multiple: The ratio of Total Value to Paid‐in‐Capital (TVPIC). It represents the Total Return of the investment to the original investment not taking into 
consideration the time invested. Total Value is computed by adding the Residual Value and Distributions. It is calculated net of all investment advisory and incentive 
fees and promote.

DPI Multiple: The ratio of distributions paid to the investor divided by the amount of contributions paid by the investor.  It is calculated net of all investment advisory 
and incentive fees and promote.

Sharpe Ratio: Sharpe Ratio is a measure of the risk-adjusted return of a portfolio. The ratio represents the return gained per unit of risk taken. The risk of the 
portfolio is the Standard Deviation of the portfolio returns. 
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NCREIF Region Map

Geographic Regions and Divisions

Source: NCREIF
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Infrastructure – Relative Risk/Return

Debt Core Core Plus Value-add Opportunistic
Net Return 
estimate

Typically 3-5% over a 
fixed rate e.g. LIBOR

5-7% 8-10% 10-12% 13%+

Asset Asset level
Corporate level

Stable asset Existing asset Enhancement of 
existing asset

Enhancement of 
existing asset, potential 
for new assets 

Cash flow to 
investors

Interest payments Regular distributions 
from operating cash 
flow

Semi-regular 
distributions from 
operating cash flow

Cash flow may be 
reinvested and not 
paid to investors 
until enhancement 
is complete

Less/no cash flow 
initially, depending on 
the type of asset and 
complexity

Investment
stage

Debt Brownfield Brownfield Brownfield Brownfield
Greenfield potential

R
et

ur
n

Risk

Debt

Opportunistic

Value-add

Core

Core Plus
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Disclaimers

This report is for informational purposes only and should not be construed as legal or tax advice on any matter. Any decision you make on the basis of this content is 
your sole responsibility. You should consult with legal and tax advisers before applying any of this information to your particular situation. 

This report may consist of statements of opinion, which are made as of the date they are expressed and are not statements of fact. 

Reference to or inclusion in this report of any product, service or entity should not be construed as a recommendation, approval, affiliation or endorsement of such 
product, service or entity by Callan.

Past performance is no guarantee of future results. 

The statements made herein may include forward-looking statements regarding future results. The forward-looking statements herein: (i) are best estimations 
consistent with the information available as of the date hereof and (ii) involve known and unknown risks and uncertainties such that actual results may differ 
materially from these statements. There is no obligation to update or alter any forward-looking statement, whether as a result of new information, future events or 
otherwise. Undue reliance should not be placed on forward-looking statements.

Performance numbers in this presentation are based on quarterly data collected from CTPF investment managers and calculated by Callan Associates beginning in 
the fourth quarter of 2015.  Quarterly performance history prior to the fourth quarter of 2015 was calculated and provided to Callan by the previous consultant, The 
Townsend Group.


