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Public Fund Assets

• State & Local Defined Benefit Pensions 

(all): $3.7 trillion 
(1st Qtr 2015, Federal Reserve System)

• Non-pension public funds (8 largest): 

$123 billion (2013)

Sources: Board of Governors of the Federal Reserve System. ‘Z.1 Financial Accounts of the United States.’ (2015) and  

Firzli and Franzel ‘Non-Federal Sovereign Wealth Funds in the United States and Canada…’ (2014)
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Average (median) state and local pension asset 

allocation over past decade

Note: other asset categories not shown above are ‘cash/short-term’ and ‘other’

Source: author analysis of Public Plans Data: http://publicplansdata.org/

http://publicplansdata.org/
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Reasons for changes in asset allocations…

• diversification

• managing risk

• generating excess returns

• long-term growth

• inflation considerations

--------------------

• social and environmental benefits

Sources: ‘Russell Investments’ 2012 Global Survey on Alternative Investing’; Hagerman, Clark, and Hebb ‘Investment 

Intermediaries in Economic Development…’ (Federal Reserve Bank of San Francisco 2007); ‘Urban revitalization 

builds on dual goals’ (P&I 2/5/07)
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Source: Franzel and Firzli ‘Infrastructure Investment: Harnessing Long-Term Capital for Local Development’ (2014)
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Examples of interest in brownfields and other alternative 

investments by pension systems and sponsoring governments

• CalSTRS: “Investments within the opportunistic portfolio [~30% of real estate 

allocation] seek to capitalize on tactical opportunities…and are willing to assume 

additional risk. Investments include… direct real estate assets… land plays…distressed 

debt/properties, and other specialized investments (e.g. brownfields).” 

(4/14 Real Estate Investment Policy)

• DC Retirement Board: Environmental, Social, and Governance Policy Statement

for “evaluating opportunities for the purpose of achieving certain environmental (climate 

change, industrial waste, sustainability)… goals that do not appear to be primarily 

investment-related…” (11/13)

• KPERS: (2012), among other things, increased ceiling up to“…15.0 percent of the total 

KPERS investment portfolio to be invested in alternative investments…” 

(HB 2461 Summary)

• California: (2013) “The Legislature encourages each [retirement system] board to 

prioritize investment in in-state infrastructure projects over alternative out-of-state 

infrastructure projects if the investments in the in-state projects are consistent with the 

board’s fiduciary duties to minimize the risk of loss and to maximize the rate of return.” 

(AB 205)
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• Bay Street, Emeryville, CA:
– Industrial brownfield and archeological site -> apartments, 

condominiums, and retail

– CalPERS and other investors

– See work of T. Larsen, MIT, 2003

• North Carolina Retirement Systems’ Real Estate Fund:
– In 2010, when surveyed, 4 of 24 responding real estate fund managers 

answered that they ‘actively seek’ brownfields investments.

• Wyoming Mineral Trust Fund:
– Lending 33% of $217,600,000 for the Gillette Madison Pipeline (NE 

Wyoming) to expand water sources, treatment, and distribution.

Sources: Larsen ‘The case for pension plan and university endowment equity investment in brownfields in the urban 

core of major metropolitan areas’ (2003); North Carolina Department of State Treasurer and Nicholas Institute for 

Environmental Policy Solutions – Duke University ‘Real Estate Investment and Climate Risk Assessment’ (2011); 

Gillette Regional Water Supply Project: http://www.gillettewy.gov/index.aspx?page=902 
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Key Considerations

• Does the sponsoring government allow investments in 

certain asset classes; are there limits?

• Do investments align with a fund’s approach and 

priorities?

• Do the public fund systems have internal / external 

expertise to evaluate options?

• Others…

------

• Real Estate: key trends, future outlook point to 

increased interest in ‘non-traditional sectors’ and 

‘sustainability ingrained property strategies,’ among 

others…(FT/Towers Watson: ‘Global Alternatives Survey 2014’)

Sources: OECD project on institutional investors and long-term investment; Franzel and Firzli

‘Infrastructure Investment...’ (2014)
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