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Portfolio Summary 

Portfolio Review 

As of December 31, 2015, New Mexico Educational Retirement Board 
(“NMERB”) had a total portfolio value of $11,110,179,605. NMERB’s long-
term target allocations to real estate and natural resources are 7% 
($777,712,572) and 4.5% ($499,958,082), respectively.  As of December 31, 
2015, net asset value (“NAV”) of the real estate portfolio was $811,800,861 
and NAV for the natural resources portfolio was $248,881,231.   

As of December 31, 2015, NMERB had  $396,536,412 of committed but 
uncalled allocations to private real estate managers and $253,578,147 of 
committed but uncalled allocations to Natural Resources managers.   

Returns Summary 

 

 

 

  

 

 

 

 
Time Weighted Returns Since 

Inception Net 
IRR Current Quarter Since Inception 

Public Real Estate 5.86% 9.56% 12.91% 

Wilshire REIT Index 7.47% 9.80%  

Private Real Estate 4.19% 7.73% 10.32% 

NCREIF Property Index 2.91% 5.71%  

Natural Resources 1.76% 3.77% 5.09% 

NCREIF Timberland Index 1.86% 4.14%  

NCREIF Farmland Index 4.30% 13.45%  

CPI (All Consumers) -0.60% 1.58%  

Portfolio 
Highlights 

The real estate portfolio is   
expected to generate 
returns in excess of the 
National Council of Real 
Estate Investment 
Fiduciaries Index (“NCREIF 
Index”) over rolling five 
year investment time 
horizons. 

 

 

Key Private Asset Ratios 
as of 12/31/2015 

Paid in Capital (PIC) 0.61x 

Distribution Paid in 
Capital (DPI) 0.42x 

Residual Value Paid in 
Capital (RVPI)  0.79x 

Total Value Paid in Capital 
(TVPI)  1.21x 
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Trailing Period Time Weighted Returns – Net of Fees 

 

Calendar Year Time Weighted Returns – Net of Fees 

 

Private Portfolio Statistics 

 

Private Asset Multiples 

  

QTR 1 Year 3 Year 5 Year 7 Year Since 
Inception

SI Date

Public Real Estate 5.86% -1.01% 10.22% 11.74% 16.25% 9.56% 3/31/2004

In-House REIT 7.44% 4.28% 11.66% 12.22% 16.61% 9.76% 3/31/2004

Wilshire REIT - U.S. Equity 7.47% 4.23% 11.85% 12.44% 16.84% 9.80% 3/31/2004

Brookfield U.S. Value REIT 4.91% -4.06% 9.83% - - 11.30% 9/30/2011

MSCI REIT Index 7.08% 2.52% 11.05% 11.88% 16.41% 10.84% 9/30/2011

Private Real Estate 4.19% 12.92% 16.90% 14.62% 13.37% 7.73% 6/30/2008

NCREIF Property Index 2.91% 13.33% 12.04% 12.18% 7.60% 5.71% 6/30/2008

Natural Resources 1.76% 7.25% 6.82% 5.17% - 3.77% 6/30/2009

NCREIF Timberland Index 1.86% 4.97% 8.35% 6.84% 4.09% 4.14% 6/30/2009

NCREIF Farmland Index 4.30% 10.34% 14.54% 15.46% 13.15% 13.45% 6/30/2009

CPI (All  Consumers) -0.60% 0.73% 0.99% 1.53% 1.70% 1.58% 6/30/2009

YTD 2014 2013 2012 2011

Public Real Estate -1.01% 30.71% 3.48% 19.60% 8.78%

In-House REIT 4.28% 31.57% 1.47% 17.11% 9.17%

Wilshire REIT - U.S. Equity 4.23% 31.78% 1.86% 17.58% 9.24%

Brookfield U.S. Value REIT -4.06% 29.80% 6.40% 25.80% -

MSCI REIT Index 2.52% 30.38% 2.47% 17.77% 8.69%

Private Real Estate 12.92% 18.15% 19.73% 14.33% 8.33%

NCREIF Property Index 13.33% 11.81% 10.99% 10.54% 14.26%

Natural Resources 7.25% 2.08% 11.33% 2.61% 2.89%

NCREIF Timberland Index 4.97% 10.48% 9.68% 7.75% 1.57%

NCREIF Farmland Index 10.34% 12.63% 20.93% 18.58% 15.16%

CPI (All  Consumers) 0.73% 0.76% 1.50% 1.74% 2.96%

12/31/2015 12/31/2014 12/31/2013 12/31/2012 12/31/2011

 $       691,233,103  $       563,535,356  $       295,792,339  $       260,579,714  $       168,876,773 
          650,114,560           500,638,903           569,522,524           231,187,026           131,314,468 

 $    1,341,347,663  $    1,064,174,260  $       865,314,862  $       491,766,740  $       300,191,241 

38 32 26 17 13
27 25 21 14 11

Tota l  Number of Fund Investments

Tota l  Number of Managers

Private Portfol io Market Va lue

Committed Uncal led

Private Portfol io Market Va lue +                 
Committed Uncal led

12/31/2015 12/31/2014 12/31/2013 12/31/2012 12/31/2011

PIC Multiple  .61 x  .58 x  .41 x  .58 x  .51 x 
Distribution Multiple  .42 x  .36 x  .40 x  .21 x  .19 x 
Residual Value Multiple  .79 x  .82 x  .79 x  .89 x  .83 x 
Total Value Multiple  1.21 x  1.18 x  1.19 x  1.09 x  1.02 x 
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Portfolio Diversification  

Private Diversification by Investment Class Private Asset Risk Category 

 

 
Private Asset Diversification by Investment Type 

 
Private Asset US vs. Non-US Diversification Private Asset Global Diversification 

  

Real Estate 
Public Debt

4.12%

Real Estate 
Private Debt

8.09%

Real Estate 
Private Equity

56.84%
Infrastructure

2.49%

Natural 
Resources

28.46%

Value-Added
32.97%

Opportunistic
23.87%

Core
11.80%

Timber
16.45%

Agriculture
7.84%

Energy
4.93%

Water
2.14%

Health Care
8.16%

Industrial
7.56%

Lodging
4.36%

Office
5.49%

Residential
17.98%

Retail
3.75%

Land
4.88%

REOC
0.60%

RE Other
4.06%

RE Public 
Debt

4.12%
RE Private 

Debt
8.09%

Infrastructure
2.49%

Natural 
Resources

28.46%

US
91.69%

Non-US
8.31%

US National 
14.18%

US Northeast 
11.01%

US Mid East 
8.81%

US Southeast 
24.04%

US East North 
Central 1.06%

US West 
North Central 

4.92%

US Mountain 
3.86%

US Southwest 
6.14%

US Pacific 
17.67%

Western Europe 
6.56%

Eastern Europe 0.02%

Europe Central 
Europe 0.09%

Japan 0.43%

Latin America 
Central 

America 0.00%

South America 
1.21%
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Manager Statistics 

Manager Performance – Net of Fees 

 

* For individual Fund performance numbers please see disclosure statements in the Appendix C.   
** The time-weighted return calculations begin with the first full quarter following the initial capital investment.  The IRR calculation begins with the first 
full year following the initial capital investment. 
*** Performance information for the liquidated funds is not shown above, but it is included in composite performance. 
 

 

 

 

 

YTD 1 Year 3 Year 5 Year
Since 

Inception

Private Real  Es tate      

PRIMA Mortgage Investment Trust, LLC 50,000,000      49,384,203      2.49% 2.49% 4.07% 4.59% 5.22% 5.52%

Prologis  Targeted Europe Logis tics  Fund, FCP-FIS 12,030,284      6,856,510        3.67% 3.67% 5.35% 4.29% -4.92% -4.92%

Prologis  Targeted US Logis tics  Fund 23,637,877      21,091,464      15.44% 15.44% 16.06% 15.55% 0.81% 0.81%

Core Total 85,668,161      77,332,176      5.82% 5.82% 6.87% 6.80% 2.26% 3.02%

Crow Holdings  Real ty Partners  VI, LP 50,000,000      43,897,462      12.04% 12.04% - - 6.31% 7.85%

Crow Holdings  Real ty Fund VII, LP 35,000,000      -                   - - - - - -

Hammes  Partners  I I , L.P. 50,000,000      6,279,154        3.69% - - - 3.69% -

Prudentia l  Senior Hous ing Partners  IV 50,000,000      45,108,137      16.85% 16.85% 14.55% - 12.57% 14.93%

Prudentia l  Senior Hous ing V 35,000,000      3,582,758        -5.55% - - - -5.55% -

RAM Realty Partners  I I I 30,000,000      26,807,239      22.36% 22.36% 17.02% - 17.02% 17.29%

RAM Realty Partners  IV 40,000,000      -                   - - - - - -

Real term Logis tics  Fund, L.P. 25,000,000      13,675,378      17.97% 17.97% - - 20.07% 17.95%

Rockpoint Real  Es tate Fund IV, L.P. 45,454,545      30,633,115      26.09% 26.09% 27.73% - 59.70% 29.99%

Rockpoint Real  Es tate Fund V, L.P. 35,000,000      -                   - - - - - -

Sares -Regis  Multi fami ly Fund, L.P. 30,000,000      33,376,624      24.45% 24.45% - - 10.08% 13.18%

Sares-Regis  Multi fami ly Va lue-Add Fund II , L.P. 30,000,000      14,172,874      0.74% - - - 0.74% -

Value-Added Total 455,454,545    217,532,741    18.29% 18.29% 15.44% - 14.80% 15.51%

Greenfield Acquis i tion Partners  V, L.P. 25,000,000      3,373,090        -5.37% -5.37% 5.90% 7.92% 2.54% 8.58%

Ki ldare European Partners  I , L.P. 50,000,000      26,464,976      13.58% 13.58% - - 15.80% 14.52%

Lone Star Fund VII  (U.S.), L.P. 50,000,000      9,669,195        0.06% 0.06% 35.75% - 40.50% 49.37%

Lone Star Fund VIII  (U.S.), L.P. 50,000,000      29,654,154      13.55% 13.55% - - 50.12% 34.97%

Lone Star Real  Es tate Fund II  (U.S.), L.P. 25,000,000      5,020,584        32.89% 32.89% 32.87% - 32.95% 26.82%

Raith Real  Es tate Fund I-A LP 50,000,000      8,490,295        -12.12% -12.12% - - 0.17% 0.50%

RAPM NM Secondary Opportuni ty Fund, L.P. 40,000,000      20,520,169      -14.40% -14.40% -2.67% 0.70% -28.80% 9.60%

RAPM-NMERB Co-Investment Fund, L.P. 79,520,000      44,294,493      31.33% 31.33% - - 30.47% 34.21%

Opportunistic Total 369,520,000    147,486,955    10.21% 10.21% 23.32% 20.03% 11.06% 15.50%

Private Real Estate Total 910,642,706    442,351,872    12.92% 12.92% 16.90% 14.62% 7.73% 10.32%

NCREIF Property Index 13.33% 13.33% 12.04% 12.18% 5.71%

Publ ic Real  Es tate

In-House REIT -                   140,761,488    4.28% 4.28% 11.66% 12.22% 9.76% 13.17%

U.S. Va lue Income REIT Strategy 160,000,000    228,687,500    -4.06% -4.06% 9.83% - 11.30% 10.66%

Public Real Estate Total 160,000,000    369,448,988    -1.01% -1.01% 10.22% 11.74% 9.56% 12.91%

Wilshire REIT - U.S. Equity 4.23% 4.23% 11.85% 12.44% 9.80%

Real Estate Total 1,070,642,706 811,800,861    12.33%

Commitment 
($)

Market Va lue 
($)

Time Weighted Returns Since 
Inception 

Net IRR
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YTD 1 Year 3 Year 5 Year
Since 

Inception

Commitment 
($)

Market 
Va lue ($)

Time Weighted Returns Since 
Inception 

Net IRR

Manager Performance – Net of Fees - Continued 
 

 

 

* For individual Fund performance numbers please see disclosure statements in the Appendix C.   
** The time-weighted return calculations begin with the first full quarter following the initial capital investment.  The IRR calculation begins with the first 
full year following the initial capital investment. 
***  Ecosystem Partners III used a subscription line to cover the organizational expenses and management fees that exceeded the amount of capital called 
in Q3 2015. The Q3 2015 negative market value changed to positive in Q4 2015, leading to an amplified return. 
****EnerVest Energy Institutional Fund XIV-A, L.P. does not report ‘Market Value’ on Fair Market Value basis, as per US GAAP standards. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Natura l  Resources

Brookfield Brazi l  Timber Fund II , LP 30,000,000      7,491,024        -8.60% -8.60% - - 2.70% 2.06%

Conservation Forestry Capi ta l  Fund II , LP 25,000,000      26,657,327      6.53% 6.53% 8.04% 6.62% 4.83% 5.92%

Eastern Timberland Opportuni ties  I I 45,000,000      47,430,420      18.95% 18.95% - - 14.84% 15.14%

Ecosystem Investment Partners  I I , LP 30,000,000      29,053,003      20.59% 20.59% 14.05% - 1.13% 12.67%

Ecosystem Investment Partners  I I I , LP 50,000,000      129,925           291.99% - - - 291.99% -

Timber Total 180,000,000    110,761,699    13.44% 13.44% 10.55% 7.60% 5.54% 8.29%

NCREIF Timberland Index 4.97% 4.97% 8.35% 6.84% 4.14%

Blue Road Capita l , L.P. 30,000,000      15,384,571      12.27% - - - 12.27% -

Halderman Farmland Separate Account 50,000,000      22,286,030      3.09% 3.09% - - - 4.00%

Hancock GLC Farms, LLC 50,000,000      30,772,677      12.88% 12.88% 10.50% - 9.78% 10.76%

Agriculture Total 130,000,000    68,443,278      9.75% 9.75% 9.04% - 8.44% 8.22%

NCREIF Farmland Index 10.34% 10.34% 14.54% 15.46% 13.45%

BP Natura l  Gas  Opportuni ty Partners , L.P. 30,000,000      5,956,083        - - - - - -

EnerVest Energy Insti tutional  Fund XIV-A, L.P. 37,500,000      12,457,626      -10.55% - - - -10.55% -

Five Point Capi ta l  Midstream Fund II  L.P. 50,000,000      6,179,814        -12.90% -12.90% - - 3.14% -0.93%

Lime Rock Resources  I I I 34,250,000      24,788,462      -21.92% -21.92% - - -37.26% -32.23%

Energy Total 151,750,000    49,381,985      -19.23% -19.23% - - -24.94% -23.28%

Water Property Investor, L.P. 30,000,000      20,294,269      -4.37% -4.37% - - -4.37% -3.15%

Water Total 30,000,000      20,294,269      -4.37% -4.37% - - -4.37% -3.15%

Natural Resources Total 491,750,000    248,881,231    7.25% 7.25% 6.82% 5.17% 3.77% 5.09%

Grand Total 1,562,392,706 1,060,682,092 11.96%
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Manager Asset Detail 

 

* For individual Fund performance numbers please see disclosure statements in the Appendix C.   
** The IRR calculation begins with the first full year following the initial capital investment.

 

 

 

Commitment     
($)

Market Va lue 
($)

Contributions  
($)

Dis tributions  
($)

Since Inception 
Net IRR

Private Real  Es tate

PRIMA Mortgage Investment Trust, LLC 50,000,000        49,384,203        50,000,000        (19,836,359)       5.52%

Prologis  Targeted Europe Logis tics  Fund, FCP-FIS 12,030,284        6,856,510          12,029,094        (1,981,497)         -4.92%

Prologis  Targeted US Logis tics  Fund 23,637,877        21,091,464        23,637,877        (3,844,840)         0.81%

Core Total 85,668,161        77,332,176        85,666,971        (25,662,697)       3.02%

Crow Holdings  Real ty Fund VII, LP 35,000,000        -                     -                     -                     -

Crow Holdings  Real ty Partners  VI, LP 50,000,000        43,897,462        40,999,077        (1,892,499)         7.85%

Hammes Partners  I I , L.P. 50,000,000        6,279,154          6,512,502          (502,415)            -

Prudentia l  Senior Hous ing Partners  IV 50,000,000        45,108,137        48,850,890        (18,634,179)       14.93%

Prudentia l  Senior Hous ing V 35,000,000        3,582,758          3,843,653          -                     -

RAM Realty Partners  I I I 30,000,000        26,807,239        24,297,246        (7,792,374)         17.29%

RAM Realty Partners  IV 40,000,000        -                     -                     -                     -

Real term Logis tics  Fund, L.P. 25,000,000        13,675,378        12,332,029        (1,087,739)         17.95%

Rockpoint Real  Es tate Fund IV, L.P. 45,454,545        30,633,115        39,335,540        (21,601,028)       29.99%

Rockpoint Real  Es tate Fund V, L.P. 35,000,000        -                     -                     -                     -

Sares -Regis  Multi fami ly Fund, L.P. 30,000,000        33,376,624        27,988,508        (1,470,459)         13.18%

Sares-Regis  Multi fami ly Va lue-Add Fund II , L.P. 30,000,000        14,172,874        14,331,712        -                     -

Value-Added Total 455,454,545      217,532,741      218,491,157      (52,980,694)       15.51%

Greenfield Acquis i tion Partners  V, L.P. 25,000,000        3,373,090          24,650,000        (30,542,500)       8.58%

Ki ldare European Partners  I , L.P. 50,000,000        26,464,976        40,049,330        (16,798,318)       14.52%

Lone Star Fund VII  (U.S.), L.P. 50,000,000        9,669,195          49,554,503        (78,235,055)       49.37%

Lone Star Fund VIII  (U.S.), L.P. 50,000,000        29,654,154        41,972,379        (28,863,174)       34.97%

Lone Star Real  Es tate Fund II  (U.S.), L.P. 25,000,000        5,020,584          24,260,741        (30,485,606)       26.82%

Raith Real  Es tate Fund I-A LP 50,000,000        8,490,295          35,668,895        (27,252,757)       0.50%

RAPM NM Secondary Opportuni ty Fund, L.P. 40,000,000        20,520,169        24,127,050        (11,254,241)       9.60%

RAPM-NMERB Co-Investment Fund, L.P. 79,520,000        44,294,493        37,058,163        (5,599,431)         34.21%

Opportunistic Total 369,520,000      147,486,955      277,341,063      (229,031,082)     15.50%

Private Real Estate Total 910,642,706      442,351,872      581,499,191      (307,674,473)     10.32%

Private Real  Es tate Tota l

In-House REIT -                     140,761,488      775,070,071      (1,034,324,640)  13.17%

U.S. Va lue Income REIT Strategy 160,000,000      228,687,500      160,252,533      -                     10.66%

Public Real Estate Total 160,000,000      369,448,988      -                     -                     12.91%

Real Estate Total 1,070,642,706   811,800,861      581,499,191      (307,674,473)     12.33%
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Commitment     
($)

Market Va lue 
($)

Contributions  
($)

Dis tributions  
($)

Since Inception 
Net IRR

Manager Asset Detail - Continued 
 
 

 

* For individual Fund performance numbers please see disclosure statements in the Appendix C.   
** The IRR calculation begins with the first full year following the initial capital investment. 
***EnerVest Energy Institutional Fund XIV-A, L.P. does not report ‘Market Value’ on Fair Market Value basis, as per US GAAP standards. 

 

 

 

 

 

 

 

 

 

 

Natura l  Resources

Brookfield Brazi l  Timber Fund II , LP 30,000,000        7,491,024          8,188,126          (1,015,924)         2.06%

Conservation Forestry Capi ta l  Fund II , LP 25,000,000        26,657,327        27,450,939        (9,653,558)         5.92%

Eastern Timberland Opportuni ties  I I 45,000,000        47,430,420        40,709,961        (384,005)            15.14%

Ecosystem Investment Partners  I I , LP 30,000,000        29,053,003        25,733,557        (3,493,670)         12.67%

Ecosystem Investment Partners  I I I , LP 50,000,000        129,925             585,143             -                     -

Timber Total 180,000,000      110,761,699      102,667,727      (14,547,157)       8.29%

Blue Road Capita l , L.P. 30,000,000        15,384,571        28,972,626        (14,142,742)       -

Ha lderman Farmland Separate Account 50,000,000        22,286,030        22,660,309        (1,834,320)         4.00%

Hancock GLC Farms, LLC 50,000,000        30,772,677        24,320,000        -                     10.76%

Agriculture Total 130,000,000      68,443,278        75,952,935        (15,977,062)       8.22%

BP Natura l  Gas  Opportuni ty Partners , L.P. 30,000,000        5,956,083          4,892,741          -                     -

EnerVest Energy Insti tutional  Fund XIV-A, L.P. 37,500,000        12,457,626        13,001,450        -                     -

Five Point Capi ta l  Midstream Fund II  L.P. 50,000,000        6,179,814          10,483,309        (4,227,387)         -0.93%

Lime Rock Resources  I I I 34,250,000        24,788,462        34,989,594        (867,093)            -32.23%

Energy Total 151,750,000      49,381,985        -                     -                     -23.28%

Water Property Investor, L.P. 30,000,000        20,294,269        20,988,984        -                     -3.15%

Water Total 30,000,000        20,294,269        -                     -                     -

Natural Resources Total 491,750,000      248,881,231      -                     -                     5.09%

Grand Total 1,562,392,706   1,060,682,092   -                     -                     11.96%
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Market Overview 

Real Estate Market Overview 
 

       
  
       
 
       
 
       

 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

Sources:  NCREIF, Real Capital Analytics 
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Real Estate Market Commentary 
The NCREIF Property Index (“NPI”) closed out 2015 returning 2.91% in the fourth quarter bringing the annual total 
to 13.33%.  Appreciation for the year came in at 8.03%, the highest level since 2007, while income registered in at 
5.01%, the lowest level in NPI history trailing the previous low of 5.13% posted in 2008.  For the year retail was the 
strongest performing property type at 15.28% followed by industrial at 14.87%.  Hotel and office returned 13.20% 
and 12.50%, respectively.  Apartment was the laggard at 11.99%, but had its strongest year since 2011.   

Although appraisal based valuations continue to rise, average holding periods within the NPI have also increased.  
Recently the average holding period has expanded to 7.5 years compared to 5 years in 2006.  Historically speaking, 
holding periods are typically shorter during times of growth, and longer during periods when values are falling or 
when there are high levels of market uncertainty.  Current levels are likely attributable to the duration necessary to 
realize value gains from assets purchased during the GFC.  

Capital investment in CRE has been on a steady incline with successively larger fund raises and ample dry powder.  
During 2015 a total of $111.0B was raised by private closed-end real estate managers, a modest 3% increase from 
2014, but over double the levels of 5 years ago.  At year-end, there was $210.0B in dry powder held in closed-end 
private real estate funds, a 7% increase from 2014 and a 40% increase from five years ago.  In addition, core open-
end funds have an additional $8.3B committed to core real estate entry queues relative to the universe’s NAV of 
$157.6B.  Many core managers are able to place capital within 2-3 quarters.  On the public front, namely REITs, 
forthcoming changes to the Global Industry Classification Standards which governs the US equity market’s security 
classification, will result in public real estate securities receiving their own top-level sector.  As a result, expectations 
are that the sector could attract up to an additional $100.0B in capital to bring current investors’ allocations in line 
with market weighting. 

For the year, office, retail and industrial fundamentals trended in tandem as net absorption continued to outpace 
new supply helping to increase occupancy and rent.  For apartments, net absorption registered at 168k units for the 
year lagging completions by 23k units. As a result, occupancy decreased by 0.1% to 4.4% nationally, however 
effective rents increased 4.7% during the year.  During the year, NOI growth for the NPI increased 4.7% well above 
the long-term average of 3%, although the slowest pace since 2013.  Apartment properties remain the leader for 
trailing year NOI growth at 10.7%, followed by industrial, retail and office at 7.3%, 3.0% and 1.5%, respectively. 

Commercial real estate transaction volume totaled $700.4B for 2015 outpacing 2014 by 32%, yet lagging the 
preceding annual high set in 2007 by 12%.  Transaction activity increased by double digits across property types 
except for retail which was essentially flat from 2014.  Industrial had the largest increase over the year in both dollar 
and percentage terms, stepping up 58%, or $72.8B, to $198.6B.  Hotel and apartment also had a big year, increasing 
36% and 35%, respectively.  Office registered an 18% increase, while retail showed a modest increase of 3%. 

During the fourth quarter cap rates declined across property types with the largest move coming from industrial 
declining 48 bps to 6.16% followed by office at 36 bps to 6.44%; the balance of property types compressed less than 
5 bps.  In addition, 10-year Treasury yields inched higher during the fourth quarter to an average of 2.27% from 
2.04% in the third quarter, then receded below 2.0% in Q1 2016.  As a result cap rate spreads tightened across 
property types during the quarter with spreads ranging from 3.35% for apartment to 5.85% for hotel. 

Sources:  NCREIF, Reis, Commercial Mortgage Alert, RCA, Preqin, RAPM 
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Timber Market Commentary 
Timberland performance, as measured by the NCREIF Timberland Index (“NTI”), returned 1.86% in the fourth quarter 
of 2015, rounding out a modest year’s performance at 4.97%, down from 10.48% in 2014.  Income remained on par 
with previous years at 2.67%, while appreciation was subdued but positive at 2.25%.  Regionally the Northwest 
posted the highest returns at 8.15% followed by the South at 4.31%.  The Northeast and Lake States returned 2.92% 
and 2.28%, respectively. 

 

New housing starts continued at a seasonally adjusted annual rate of approximately 1.1 million homes through the 
fourth quarter.  Actual new housing starts totaled 1.11 million homes in 2015 a 10.8% increase from the year before.  
Since residential housing construction accounts for a substantial portion of softwood lumber demand, a double digit 
increase is favorable for timber investors.  When we break apart aggregate housing starts into its single family and 
multifamily components it’s become evident that multifamily has been playing a proportionally larger role, 
increasing over 250% from 2009 through yearend 2015, while single family has increased just 60%.  This dichotomy 
in growth rates is significant since it requires approximately three times as much lumber and wood products to build 
one single family home as compared to a multifamily unit.  

  

During the quarter Weyerhaeuser and Plum Creek announced a merger, the combined entity will own 13 million 
acres and be the largest private timberland owner in the US.  Approximately 924,000 acres changed hands over the 
quarter.  Foley Timber and Land transferred ownership of 560,000 acres of Florida timberland to new owners.  
Molpus Woodlands Group acquired 192,000 acres from CalPERS, followed by a 100,000 acre Hancock Timber 
Resources deal with Campbell Global in Washington.  For 2015, timberland transactions totaled about 1.9 million 
acres with a weighted average price per acre of $1,365.  

Sources:  TimberMart-South, St. Louis Federal Reserve, Timberland Investment Resources, NCREIF, RAPM 
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Agriculture Market Commentary 
Institutional farmland performance, as measured by the NCREIF Farmland Index (“NFI”), posted another double digit 
year returning 10.35% bringing the run to five consecutive years and eight out of the last ten.  Component 
performance for the year consisted of 4.48% appreciation and 5.69% income.  The annual, valuation-heavy fourth 
quarter registered at 4.30%, consisting of 1.67% appreciation and 2.64% income. 

Annual cropland performance returned 5.18% for the year driven largely by income at 3.72% as compared to 
appreciation at 1.42%.  Total return performance for 2015 was the lowest level in the last 15 years as grain crop 
commodity prices continue to be weighed down by oversupply stemming from three consecutive years of bumper 
crops.  In addition, the appreciating US dollar has added downward pressure to commodity prices.  Low commodity 
prices have had an immediate impact on farmer income, expected to be down 38% from last year, and as a result 
land values are starting to decline.  In the St. Louis Federal Reserve district, which is composed of parts of Illinois, 
Indiana and Missouri, prices for farmland fell 2.5% compared with a year ago.  Elsewhere in the Kansas City Federal 
Reserve district, which includes Kansas and Nebraska, non-irrigated cropland values sank 4% while irrigated declined 
2% from a year ago.  And finally, the Chicago Federal Reserve district, which includes Illinois and Iowa, reported a 
3% decline in farmland values over the year. 

Permanent cropland had another strong showing in 2015 returning 17.0% yet was lower than the preceding three 
years.  Appreciation was very strong at 8.52% outpacing 2014’s growth, while income slowed to 8.02% from 12.79% 
in 2014.  Drought conditions in the southwest had an impact on 2015 income levels both by decreasing yields and 
increasing production costs.  However, strong demand continued to generate premium pricing for many crops 
including almonds, pistachios and table grapes, helping to offset impacts to income.  Looking ahead to 2016, 
precipitation levels have been favorable in the southwest, with the Sierra Nevada snowpack measuring above 
average levels in many areas.  This is a positive sign, and may offer reprieve in 2016, but successive years of above 
average precipitation are still needed to return the region to sustainable levels. 

 

 
Sources: USDA, NCREIF, TIAA-CREF, WSJ, RAPM 
 
 

Crop Type Number of 
Properties

 
Va lue           
($ MM)

Income 
Return

Appreciation 
Return

Tota l  Return

Annual

Commodity 293 $1,943 3.49% -0.06% 3.43%

Fresh Produce 25 $445 4.41% 2.75% 7.24%

Al l  Other 105 $1,221 3.77% -7.93% -4.39%

Tota l  Annual 423 $3,609 3.72% 0.73% 5.18%

Permanent

Apples 23 $148 -4.16% -3.21% -7.17%

Almonds 59 $854 15.76% 18.89% 36.70%

Citrus 12 $153 8.81% 9.92% 19.57%

Pistachios 14 $398 10.89% 0.85% 11.97%

Wine Grapes 98 $1,168 3.67% 8.64% 12.53%

Al l  Other 38 $396 9.66% 2.45% 12.32%

Tota l  Permanent 244 $3,118 8.02% 8.52% 17.00%

Tota l 667 $6,727 5.69% 4.48% 10.35%

NCREIF Farmland Index Trailing 1-Year Returns as of December 31, 2015
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Energy Market Overview 
 

    

    

 

    

Sources: Baker Hughes, Bloomberg, EIA, Evaluate Energy 
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Energy Commentary 

Both Brent and WTI traded down over the quarter, with Brent averaging $43.6/bbl (-14% q-o-q) and WTI averaging 
$41.9/bbl (-10% q-o-q). Brent crude oil prices averaged $50.5/bbl for the year, down approximately 55% from its 
July 2014 peak. The current price rout has been compared with the supply shock of the mid-1980s, but there are 
several key differences: at that time, OPEC spare capacity was 20% of global demand and demand had fallen by 10% 
prior to the price decline; today, OPEC spare capacity is below 2% and global demand is hitting new highs, giving us 
cause for cautious optimism. In the fourth quarter, a range of factors contributed to price volatility, including:  

• US oil production proved resilient, despite falling rig counts. 
• OPEC has kept production at record high levels.  
• Expectations for future Chinese consumption have been revised downwards. 
• Uncertainty over Iranian production and its marketability.  

At the end of 2015, the US was producing 9.1 MMBbl/day, substantially the same as at the end of 2014. In order to 
show some measure of potential profit at these low commodity prices, producers have focused on their most 
productive acreage, reduced drilling times and renegotiated service contracts. Technology has also been a large 
factor in production resilience, with new well productivity more than doubling over the past three years in many 
regions. In the Eagle Ford and the Bakken, new well productivity went from less than 300,000 barrels EUR per well 
in early 2012, to 719,000-795,000 barrels EUR per well at the end of 2015. This enabled producers to sustain high 
production levels, even though the number of rotary rigs in operation has fallen 66% since 2014.  

Most recent data from the EIA suggest the productivity growth has begun to stabilize. As a rule, output from shale 
oil wells falls by 70% or more during the first year of production, so oil producers are required to maintain substantial 
drilling activity to offset rapid natural production declines. In a survey of 225 companies for the annual Barclays E&P 
Spending Outlook, upstream oil and gas companies stated that they are looking to reduce spending by 15% globally, 
on average, in 2016, after a 23% decline in 2015. The last time two consecutive years of spending cuts was seen was 
in 1986 and 1987, when E&P spending fell 31% and 6%, respectively. Barclays estimates that, if oil futures drop to 
$34-35/bbl, North American upstream spending could be down 40-50% over 2016, as large cap E&Ps have hedged 
only 13% of 2016 production.   

Not surprisingly, the industry has seen an increase in the number of bankruptcies during the year—63 North 
American oil and gas producers filed for bankruptcy in 2015, compared with 14 in 2014. These companies had 
approximately $23 billion in cumulative secured and unsecured debt. In the US alone, 35 E&P companies with 
approximately $18 billion in cumulative borrowings filed for bankruptcy between July 1, 2014 and December 31, 
2015, with 21 out of those 35 bankruptcies declared in the second half of 2015. 

The total value of upstream deals completed globally in 2015 was $163 billion, 4% below 2014’s levels. It is important 
to note that $84 billion (50%) of the 2015 total is comprised of Royal Dutch Shell’s takeover of BG Group, completed 
in the second quarter. Excluding Shell’s acquisition of BG, the value of global deals has fallen substantially. The value 
of US shale deals dropped to a six-year low of $12 billion in 2015—a 76% decline from 2014. The number of deals 
has fallen close to 50% since 2014.  

Sources: Bloomberg, EIA, Evaluate Energy, Barclays, Evercore, Deloitte 
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Appendix A 

Summary of Portfolio Cash Flows – Private Investments 
 

 

 

 

 

Quarter Contributions Distributions Total

 Q1 2008                   9,000,000                                  -   9,000,000 
 Q2 2008                25,500,000                    (446,462) 25,053,538 
 Q3 2008                44,852,570                 (1,019,994) 43,832,576 
 Q4 2008                33,979,025                 (1,223,450) 32,755,575 
 Q1 2009                   5,572,204                 (1,142,560) 4,429,644 
 Q2 2009                   3,320,837                 (2,831,451) 489,386 
 Q3 2009                   1,582,090                 (3,883,030) (2,300,940)
 Q4 2009                   6,713,749                 (1,450,747) 5,263,002 
 Q1 2010                   4,451,516                    (846,291) 3,605,226 
 Q2 2010                      767,315                 (1,188,459) (421,144)
 Q3 2010                      674,058                    (853,205) (179,147)
 Q4 2010                13,741,534                 (1,926,081) 11,815,454 
 Q1 2011                   2,347,300                 (4,107,813) (1,760,513)
 Q2 2011                18,061,101                 (4,171,517) 13,889,584 
 Q3 2011                   8,660,670                 (7,451,229) 1,209,441 
 Q4 2011                23,900,427                 (5,389,008) 18,511,419 
 Q1 2012                   7,907,732                 (4,722,068) 3,185,665 
 Q2 2012                15,087,526                 (2,870,248) 12,217,278 
 Q3 2012                26,488,091                 (5,684,184) 20,803,907 
 Q4 2012                41,374,981                 (9,937,326) 31,437,655 
 Q1 2013                   1,622,072               (19,771,643) (18,149,571)
 Q2 2013                24,541,234               (24,772,969) (231,735)
 Q3 2013                21,645,192               (16,872,041) 4,773,151 
 Q4 2013                33,780,539               (27,918,591) 5,861,949 
 Q1 2014                68,401,433               (22,342,851) 46,058,582 
 Q2 2014                32,486,392               (17,048,045) 15,438,346 
 Q3 2014                86,760,742               (19,956,358) 66,804,383 
 Q4 2014              120,639,089               (32,994,436) 87,644,653 
 Q1 2015                37,606,375               (25,131,192) 12,475,183 
 Q2 2015                29,700,032               (35,017,174) (5,317,142)
 Q3 2015                57,249,691               (22,216,303) 35,033,388 

 Q4 2015                61,060,413               (38,507,279) 22,553,134 

Total  $          869,475,930  $        (363,694,003)  $          505,781,927 
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Appendix B 

Disclosure Statements 

The foregoing investment information was prepared for the New Mexico Educational Retirement Board or its 
advisors or consultants solely for informational purposes and should not be relied on for any other purpose. This 
document (and the information contained herein) is strictly confidential. By its acceptance hereof, the recipient 
agrees that this document (and the information contained herein) may not be reproduced or disclosed in whole or 
in part to any person or entity without the prior written consent of Real Asset Portfolio Management LLC “RAPM”. 
RAPM hereby disclaims any liability resulting from any unauthorized dissemination of this document and/or any of 
the information contained herein. 

The opinions expressed herein are the opinions and beliefs of RAPM as of the date hereof and are subject to change 
at any time without notice. This document and the information contained herein should not be construed (and may 
not be relied upon) as legal, tax, investment, accounting or other advice or as an offer to sell or a solicitation of an 
offer to buy any security. Neither the underlying investment managers nor any of their affiliates (i) have reviewed, 
audited, verified, approved or sanctioned the information as herein presented by RAPM, or (ii) makes any 
representation or warranty regarding the completeness or accuracy of such information or the absence of 
miscalculations or errors from such information. Not all of the information included herein has been reviewed or 
audited by independent public accounting firms engaged either by the underlying investment managers or RAPM. 
Certain information included herein has been obtained from sources that RAPM believes to be reliable, but the 
accuracy of such information cannot be guaranteed.  

The information provided in this report contains estimates, return data and valuations that are based upon 
assumptions and projections. Such estimates and assumptions involve judgments with respect to, among other 
things, future economic and competitive conditions; real asset market conditions; and the like, which may not be 
realized and are inherently subject to significant uncertainties and changes, all of which are difficult to predict and 
many of which are beyond the control of the General Partner and RAPM. Accordingly, no assurance can be given 
that such projections will be realized, and actual conditions, operations and results may vary materially from those 
set forth herein. Last, there are inherent limitations to projecting performance including: (i) illiquid assets are 
generally difficult to value, (ii) these projections typically involve investments that may not be disposed of for many 
years and RAPM generally does not control the timing or the terms of the disposition, and (iii) the projected 
performance calculation for a particular investment may relate primarily to residual values or projected future 
distributions rather than distributions actually received. Limited Partners are cautioned that the predictions and 
other forward-looking statements reflected in this report involve risks and uncertainty. In light of the foregoing 
factors, actual returns and results are likely to differ substantially from the forward-looking statements contained in 
this report, and Limited Partners are cautioned not to place undue reliance on such forward-looking statements and 
projections. The words “estimate,” “anticipate,” “expect,” “predict,” “believe” and like expressions are intended to 
identify forward-looking statements. 

All performance numbers reflect data as reported to RAPM by the investment managers. RAPM has made an effort 
to verify the integrity of the data, however RAPM serves as a data aggregator and reporter of fund level performance 
data and, therefore, cannot guarantee the accuracy of the underlying data reported by fund managers. 

THE PERFORMANCE INFORMATION SET FORTH HEREIN REPRESENTS PAST PERFORMANCE AND IS NOT A 
GUARANTEE OF FUTURE RESULTS. Any tables, graphs or charts relating to past performance included in this 
document are intended only to illustrate the performance of the investments for the historical periods shown. Such 
tables, graphs and charts are not intended to predict future performance and should not be used as the basis for an 
investment decision.  
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Reported Net IRR is based upon manager reported cash flows to and inflows from investors and the estimated ending 
values as of the date of this report. Returns are net of underlying investment manager management fees, expenses 
and carried interest (if any) specific to the investor.  

Multiples are calculated net of fees. The Paid in Capital (“PIC”) Multiple is the cumulative contributed amount divided 
by committed capital. This multiple indicates how much of committed capital has been paid in. The Distribution to 
Paid in Capital (“DPI”) Multiple measures the portion of fund returns distributed to investors relative to capital 
contributed. When DPI is the equivalent of 1, the Fund has broken even. A DPI of greater than 1 indicates that the 
Fund has generated profit to the investors. The Residual Value of Paid in Capital (“RVPI”) Multiple measures the 
portion of returns that are unrealized. The Total Value of Paid in Capital (“TVPI”) Multiple provides information 
regarding the value of the investment relative to its cost basis, not taking into consideration the time invested. 

Paid in Capital Ratios reflect all contributions made divided by the total commitments, without making adjustments 
for contributions that may be offset by recallable or true-up distributions. Consistent with calculating Paid in Capital, 
Distributions to Paid in Capital Ratios reflect all distributions received divided by the aggregate total of contributions. 
RAPM believes this is the most accurate way to reflect the cash flows experienced during the investment, though 
Paid in Capital and Distributed to Paid in Capital ratios may not exactly equal those values shown on manager-
provided capital statements if the manager is adjusting for recallable distributions or true-up distributions for the 
Fund. All managers treat these classifications differently and therefore, RAPM utilizes actual cash flows experienced 
for calculating key ratios as of the quarter end. Notwithstanding the foregoing, in instances of calculating multiples 
RAPM factors in all available cash flows experienced by a limited partner regardless of whether these cash flows are 
considered by the manager to be inside or outside of commitment, this includes but is not limited to management 
fees, true-ups (late closing interest), expenses, recallable distributions, and recycled contributions. 
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