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Rising, accelerating interest 
Quantifying asset flows into blended public-private  
investment mandates is difficult. There is, however, clear 
evidence to demonstrate rising interest among institutions and 
insurance companies. 

Our 2021 Global Institutional Investor Study1, incorporating the 
views of 750 institutional respondents, confirmed this growing 
appetite with 47% of investors looking to diversify into alternatives 
and private markets, up from just 26% in 2020. Furthermore, 42% 
of investors are increasing their use of private assets to ‘manage 
risk within the portfolio’, with asset class diversification the single 
most important strategy for risk management. 

The largest institutions continue to want to add to their  
private assets, as has been a trend for over a decade. However, 
some that haven’t done it yet are looking to offer single mandates 
to skilled managers who can manage both public and private in 
one portfolio.

What are the advantages of combining public and private 
assets into one portfolio?
In our experience there are four key reasons for asking a  
portfolio manager to manage a combined portfolio across 
multiple asset classes:

1 Single point of governance;

2 Improved management of committed cash and disbursements;

3 Management of the public portion of the portfolio while 
cognisant of the private portion; and

4 Consistent measurement of overall portfolio risk, sustainability 
profile and impact. 

1. Single point of governance
For institutional investors that haven’t yet dipped their toe into 
private investments, a public-private portfolio could be an easier 
first step than investing in a separate private portfolio.

In the past, governance in the broadest sense has been a 
deterrent for potential investors. A large, well-resourced 
investment management team, with a hybrid skill-set in both 
private and public assets and a rigorous due diligence approach, is 
needed for public-private portfolio management. 

It is significantly more difficult to analyse private asset  
managers when compared to active managers of public funds. 
The range of outcomes is wide and market indices are not typically 
representative of how a given individual investor might perform. 
In recent years there has been a proliferation of products – across 
strategy and geography – with the number of active private-capital 
firms surpassing that of hedge funds. Handing over the burden 
of asset selection and due diligence is an appeal in itself for those 
looking to combine public and private assets into a single  
multi-asset portfolio.

The governance benefits continue beyond the initial due diligence 
and portfolio construction stages. Monitoring underlying 
exposures, while managing cashflows at the total portfolio level, 
are equally significant and we come onto these next. 

The arguments for expanding an investment 
portfolio into private assets are well known.  
It can improve diversification. It can allow access to 
potentially high returning opportunities. It can even 
offer an additional skill or ‘complexity premium’ 
from the most skilled managers (particularly for 
those with a superior deal sourcing network). 

Combining public and private assets into a 
single external multi-asset portfolio is gathering 
momentum amongst institutional investors, 
particularly for those who haven’t invested in 
private assets yet. Even so, the liquidity challenges 
of private assets are still there. Here, we lay out the 
benefits of combined public-private portfolios, and 
weigh them against the risks.

Marketing material  
for professional investors and advisers only

Can you successfully combine private  
and public in multi-asset? 
We delve into whether the benefits of combining public and private 
assets into a single multi-asset portfolio outweigh the risks
September 2021

Daisy Francklin
Multi-asset strategist

Lesley-Ann Morgan
Head of multi-asset strategy

1Schroders Global Institutional Investor Study 2021. The respondents represents a spectrum of institutions, including 
corporate and public pension plans, insurance companies, official institutions, private banks, endowments and foundations, 
collectively responsible for $26.8tn in assets. Research carried out during February and March 2021. 



3.  Managing the public portion with an eye on the  
private portion

In order to ensure the overall portfolio is well balanced, there are a 
number of factors to consider when constructing a public portfolio 
around a private portfolio. These include – sector or geographical 
exposure, risk premia/asset class, liquidity profile, correlation and 
sustainability budget2.

Monitoring exposures to certain sectors, industries or market 
environments is more effective when the total portfolio is 
managed under one roof. Figure 2 demonstrates the typical factor 
exposures of assets across the liquidity spectrum.

2.	 Improved	management	of	cashflows
After committing to a private asset investment, it can take some 
time until the cash is drawn down and actually invested. In a  
multi-asset public-private portfolio, the committed cash can 
be invested in the public portion both to improve returns and 
facilitate an easier transfer when the cash is called to be invested 
in the private portion (see Figure 1). 

Some private investments also throw off cash fairly frequently 
in small amounts such as infrastructure debt and private credit. 
Real estate debt strategies, as another example, typically look to 
generate stable, contractual cash flows through the payment of 
regular coupons. Rather than the asset owner having to deal with 
these disbursements, they can be efficiently handed from the 
private portion to the public portion by the overall manager. 

The ability for one manager to co-ordinate cashflows helps to 
streamline portfolio rebalancing and accelerates the process of  
re-investing into the preferred areas of the portfolio. Additionally, 
for asset owners who are looking to improve the overall 
sustainability/impact of their portfolio, the cashflows can be 
invested in liquid assets in line with these objectives.

Figure 1: an integrated approach is needed to manage funding 
requirements and distributions
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Source: Schroders. For illustrative purposes only. Projected net cash flow profile for a 
model multi-asset public-private portfolio over ten years.

Figure 2a: factor risks need to be monitored effectively at the 
total portfolio level – Illiquid and semi-liquid assets
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Figure 2b: Liquid assets
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2 https://www.schroders.com/en/uk/pensions/insights/thought-leadership/introducing-the-sustainability-budget/. 
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Having an integrated approach to sustainability is also now 
key for many institutional investors. Sustainable practices have 
been sweeping private markets, as they have public markets. 
Some institutional investors have pre-determined targets 
around carbon, UN Sustainable Development Goals (SDGs), 
or have sector-specific exclusions across their whole public-
private portfolio. A multi-asset public-private portfolio can 
be constructed holistically across public and private assets to 
provide access to certain themes, social impact or SDGs. The 
infrastructure sector, for example, offers a gateway into the 
renewable energy industry and the overarching  
decarbonisation theme.

In relation to liquidity, a multi-asset public-private portfolio could 
allow the manager to reduce the exposure to less liquid assets in 
the public portion if liquidity in a crisis was a concern to an asset 
owner. This could be achieved by reducing the portion held in 
credit, real estate and infrastructure for example. 

Inevitably however, this will result in lower diversification in the 
public portion (and possibly lower returns in this portion too) as 
a consequence of improving the liquidity. As ever with investing, 
there are trade-offs to be considered by asset owners in discussing 
a suitable approach with their portfolio managers. 

4.  Consistent measurement across public and  
private portions

There is no ‘one size fits all’ approach for measuring and reporting 
on public-private multi-asset portfolios. Risk and return measures, 
combined with sustainability metrics, will be bespoke to each 
individual asset owner. The time horizon of the investor will also 
influence the frequency of reporting.

Data quality and accessibility will play a key part in transparent 
reporting. Ultimately, the closer the investor to the underlying 
assets, the better the availability of data. Consequently, the 
investment team is better placed to build tailored reports at the 
total portfolio level. Clearly, there is a mismatch between the way 
in which private asset returns are typically assessed (using IRRs) 
and public equity (total returns). If the multi-asset public-private 
portfolio consists of larger proportions of public assets, total 
return is likely to be the focus of reporting. If private is the larger 
proportion, IRRs would be used. 

There are distinct differences between the characteristics of 
private assets and publicly-listed securities, primarily with 
valuation metrics and liquidity. This makes performance more 
difficult to measure on the private side. Unlisted assets are not 
marked-to-market, meaning that asset valuations have a time 
lag. With few benchmark options for private market investments, 
institutional investors may look to use multiple market 
indicators. Access to a range of benchmarks is needed to build 
bespoke reports. 

The quality of sustainability and impact reporting at the total 
portfolio level will differentiate asset managers. Being able to 
source, analyse and report on ESG (specifically climate) and SDG 
metrics is a challenge for public-private mandates. While access 
to third-party data will play a role, investment teams must be 
consistent and co-ordinated in their approach. 

What are the challenges of combining public and private 
assets into one portfolio?
Some may think that by putting public and private assets together 
in one portfolio, it miraculously improves the liquidity of holding 
private assets. But this is not a magic wand – the liquidity of the 
private portion of the portfolio is the same whether it is combined 
with other assets or not. Being mindful of funding requirements 
that arise from capital calls is important at the portfolio 
construction stages, and the level of liquidity will impact overall 
asset allocation. Net capital calls are likely to be high, especially 
during the first five years.

When crisis conditions occur, some investors need to redeem 
assets to meet their cashflow requirements. Asset owners 
may look to their public-private portfolio to provide the 
liquidity. However, this just results in the public portion of the 
portfolio being depleted because the private portion’s liquidity 
characteristics are unchanged. A public-private portfolio can 
provide liquidity flexibility in most conditions but when everyone is 
running for the exit, liquidity is challenged. 

This can have additional issues. By depleting the public portion 
and any available liquidity, a skilled active manager can’t take 
advantage of the buying opportunities that happen in a crisis, 
resulting in an opportunity cost to the overall portfolio.

It is possible to use private equity funds which are semi-liquid 
to improve day to day liquidity management. These typically 
have monthly subscriptions and limit quarterly redemptions to a 
proportion of the value of the fund. Similarly, liquidity issues can 
be substantially mitigated when a closed-end structure like an 
investment trust is in operation.

Are public-private portfolios suitable for all institutional 
investors?
On balance some institutional investors – those with large 
allocations to lower-risk assets in their multi-asset public  
portfolios – are less likely to benefit from a public-private portfolio. 
Those institutional investors that have the ability to use a wider 
range of assets/higher allocations to growth assets may find them 
more beneficial. This is because the former are more likely to have 
a lower tolerance for illiquidity risk in general.

Conclusion
We	believe	the	benefits	of	including	private	assets	
in a multi-asset portfolio include potentially greater 
returns	and	further	diversification.	In	addition,	there	
are	clear	benefits	for	institutional	investors	who	
want to reduce their governance burden of having 
separate public and private portfolios. Consistent 
reporting is likely to be less of a headache for the 

asset	owner,	while	cashflows	can	be	more	efficiently	
managed. And the overall portfolio can be better 
aligned to the overarching risk, return and impact 
objectives of the asset owner. We do, however, 
remain acutely aware of the of liquidity risk and 
need to manage the portfolio accordingly to avoid 
stress	during	difficult	market	environments.
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Important Information
Marketing material for professional clients only. Investment 
involves risk.

This material is for professional investors or advisers only. It is not 
to be provided to retail clients. Investment involves risk.

Any reference to sectors/countries/stocks/securities are for 
illustrative purposes only and not a recommendation to  
buy or sell any financial instrument/securities or adopt any 
investment strategy.

The material is not intended to provide, and should not be 
relied on for, accounting, legal or tax advice, or investment 
recommendations.

Reliance should not be placed on any views or information in the 
material when taking individual investment and/or  
strategic decisions.

Past Performance is not a guide to future performance and may 
not be repeated.

The value of investments and the income from them may go 
down as well as up and investors may not get back the amounts 
originally invested. Exchange rate changes may cause the value of 
investments to fall as well as rise.

Schroders has expressed its own views and opinions in this 
document and these may change.

Information herein is believed to be reliable but Schroders does 
not warrant its completeness or accuracy.

Insofar as liability under relevant laws cannot be excluded, no 
Schroders entity accepts any liability for any error or omission in 
this material or for any resulting loss or damage (whether direct, 
indirect, consequential or otherwise).

This document may contain “forward-looking” information, such 
as forecasts or projections. Please note that any such information 
is not a guarantee of any future performance and there is no 
assurance that any forecast or projection will be realised.

This material has not been reviewed by any regulator.

Not all strategies are available in all jurisdictions.

Schroders may record and monitor telephone calls for security, 
training and compliance purposes. 
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For readers/viewers in Argentina: Schroder Investment 
Management S.A., Ing. Enrique Butty 220, Piso 12, C1001AFB - Buenos 
Aires, Argentina. Registered/Company Number 15. Registered as 
Distributor of Investment Funds with the CNV (Comisión Nacional de 
Valores). Nota para los lectores en Argentina: Schroder Investment 
Management S.A., Ing. Enrique. Butty 220, Piso 12, C1001AFB - Buenos 
Aires, Argentina. Inscripto en el Registro de Agentes de Colocación y 
Distribución de PIC de FCI de la Comisión Nacional de Valores con el 
número 15.

For readers/viewers in Brazil: Schroder Investment Management 
Brasil Ltda., Rua Joaquim Floriano, 100 – cj. 142 Itaim Bibi, São Paulo, 
04534-000 Brasil. Registered/Company Number 92.886.662/0001-
29. Authorised as an asset manager by the Securities and Exchange 
Commission of Brazil/Comissão de Valores Mobiliários (“CVM”) 
according to the Declaratory Act number 6816. This document is 
intended for professional investors only as defined by the CVM rules 
which can be accessed from their website www.cvm.gov.br.

For readers/viewers in Switzerland: For professional clients and 
qualified investors only, where appropriate. Issued by Schroder 
Investment Management (Switzerland) AG, Central 2, CH-8001 Zürich, 
Postfach 1820, CH-8021 Zürich, Switzerland. Enterprise identification 
number (UID) CHE-101.447.114. Authorised and regulated by the Swiss 
Financial Market Supervisory Authority (FINMA).

For readers/viewers in the European Union/European Economic 
Area: Schroders will be a data controller in respect of your personal 
data. For information on how Schroders might process your personal 
data, please view our Privacy Policy available at www.schroders.com/
en/privacy-policy or on request should you not have access to this 
webpage. Issued by Schroder Investment Management (Europe) S.A., 
5, rue Höhenhof, L-1736 Senningerberg, Luxembourg. Registered No. 
B 37.799.

For readers/viewers in the People’s Republic of China: Issued by 
Schroder Investment Management (Shanghai) Co., Ltd. Unit 33T52A, 
33F Shanghai World Financial Center, 100 Century Avenue, Pudong 
New Area, Shanghai, China, AMAC registration NO. P1066560. 
Regulated by Asset Management Association of China (“AMAC”) This 
material has not been reviewed by the AMAC.

For readers/viewers in the United Arab Emirates: Schroder 
Investment Management Limited, located in Office 506, Level 5, 
Precinct Building 5, Dubai International Financial Centre, PO Box 
506612 Dubai, United Arab Emirates. Regulated by the Dubai Financial 
Services Authority. This document is not subject to any form of 
approval by the DFSA. Accordingly, the DFSA has not approved any 
associated documents nor taken any steps to verify the information 
and has no responsibility for it. This document is intended to be for 
information purposes only and it is not intended as promotional 
material in any respect. This document is intended for professional 
investors only as defined by the DFSA rules which can be accessed 
from their website www.dfsa.ae.

For readers/viewers in the United Kingdom: Schroders will be a data 
controller in respect of your personal data. For information on how 
Schroders might process your personal data, please view our Privacy 
Policy available at www.schroders.com/en/privacy-policy or on request 
should you not have access to this webpage. Issued by Schroder 
Investment Management Limited, 1 London Wall Place, London EC2Y 
5AU. Registered Number 1893220 England. Authorised and regulated 
by the Financial Conduct Authority.

Note to readers/viewers in Australia: Issued by Schroder Investment 
Management Australia Limited Level 20, Angel Place, 123 Pitt Street, 
Sydney NSW 2000 Australia ABN 22 000 443 274, AFSL 226473. It is 
intended for professional investors and financial advisers only and is 
not suitable for retail clients.

Note to readers/viewers in Hong Kong S.A.R.: This document is 
intended to be for information purposes only and it is not intended 
as promotional material in any respect. This document is intended 
for professional investors only as defined by Securities and Futures 
Ordinance (“SFO”) (and any rules made thereunder) or as otherwise 
permitted under the Hong Kong laws. Issued by Schroder Investment 
Management (Hong Kong) Limited. Level 33, Two Pacific Place, 88 
Queensway, Hong Kong. This material has not been reviewed by the 
Securities and Futures Commission of Hong Kong.

Note to readers/viewers in Indonesia: This document is intended to 
be for information purposes only and it is not intended as promotional 
material in any respect. This document is intended for professional 
investors only as defined by the Indonesian Financial Services 
Authority (“OJK”). Issued by PT Schroder Investment Management 
Indonesia Indonesia Stock Exchange Building Tower 1, 30th Floor, 
Jalan Jend. Sudirman Kav 52-53 Jakarta 12190 Indonesia PT Schroder 
Investment Management Indonesia is licensed as an Investment 
Manager and regulated by the OJK. This material has not been 
reviewed by the OJK.

For readers/viewers in Israel: Note regarding the Marketing 
material for Qualified Clients or Sophisticated Investors only. This 
communication has been prepared by certain personnel of Schroder 
Investment Management (Europe) S.A (Registered No. B 37.799) 
or its subsidiaries or affiliates (collectively, “SIM”). Such personnel 
are not licensed by the Israeli Securities Authority. Such personnel 
may provide investment marketing, to the extent permitted and in 
accordance with the Regulation of Investment Advice, Investment 
Marketing and Investment Portfolio Management Law, 1995 (the 
“Investment Advice Law”). This communication is directed at persons 
(i) who are Sophisticated Investors (ii) Qualified Clients (“Lakoach 
Kashir”) as such term is defined in the Investment Advice Law; and (iii) 
other persons to whom it may otherwise lawfully be communicated. 
No other person should act on the contents or access the products 
or transactions discussed in this communication. In particular, this 
communication is not intended for retail clients and SIM will not make 
such products or transactions available to retail clients.

Note to readers/viewers in Japan: Issued by Schroder Investment 
Management (Japan) Limited 21st Floor, Marunouchi Trust Tower Main, 
1-8-3 Marunouchi, Chiyoda-Ku, Tokyo 100-0005, Japan Registered as 
a Financial Instruments Business Operator regulated by the Financial 
Services Agency of Japan (“FSA”). Kanto Local Finance Bureau (FIBO) No. 
90 This material has not been reviewed by the FSA.

Note to readers/viewers in Malaysia: This document has not been 
approved by the Securities Commission Malaysia which takes no 
responsibility for its contents. No offer to the public to purchase any 
fund will be made in Malaysia and this presentation is intended to 
be read for information only and must not be passed to, issued to, 
or shown to the public generally. Schroder Investment Management 
(Singapore) Ltd does not have any intention to solicit you for any 
investment or subscription in any fund and any such solicitation or 
marketing will be made by an entity permitted by applicable laws  
and regulations.

Note to readers/viewers in Singapore: This document is intended to 
be for information purposes only and it is not intended as promotional 
material in any respect. This document is intended for professional 
investors only as defined by Securities and Futures Act to mean for 
Accredited and or Institutional Clients only, where appropriate. Issued 
by Schroder Investment Management (Singapore) Ltd (Co. Reg. No. 
199201080H) 138 Market Street #23-01 CapitaGreen, Singapore 
048946. This document has not been reviewed by the Monetary 
Authority of Singapore.

Note to readers/viewers in South Korea: Issued by Schroders Korea 
Limitedn26th Floor, 136, Sejong-daero, (Taepyeongno 1-ga, Seoul 
Finance Center), Jung-gu, Seoul 100-768, South Korea . Registered and 
regulated by Financial Supervisory Service of Korea (“FSS”)This material 
has not been reviewed by the FSS.

Note to readers/viewers in Taiwan: Issued by Schroder Investment 
Management (Taiwan) Limited 9F., No. 108, Sec. 5, Xinyi Road, 
Xinyi District, Taipei 11047, Taiwan. Tel +886 2 2722-1868 Schroder 
Investment Management (Taiwan) Limited is independently operated. 
This material has not been reviewed by the regulators.

Note to readers/viewers in Thailand: This document has not been 
approved by the Securities and Exchange Commission which takes 
no responsibility for its contents. No offer to the public to purchase 
any fund will be made in Thailand and this presentation is intended to 
be read for information only for professional investors as defined by 
regulations and it is not intended as promotion material in any respect. 
It must not be passed to, issued to, or shown to the public generally. 
Schroder Investment Management (Singapore) Ltd does not have 
any intention to solicit you for any investment or subscription in any 
fund and any such solicitation or marketing will be made by an entity 
permitted by applicable laws and regulations. 602299.
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