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Recommendations for Approval

Summary of Recommendations

Investment Policy Statement
 Incorporate Real Estate Target Allocation of Total Plan Assets to 10%
 Adjust guidelines accordingly, if the recommended change from a 70/30 Core/Non-Core target to a 60/40

Core/Non-Core target is approved
 Adjust Portfolio Leverage Target Range from 35%-45% to 35%-50%, and leverage Guideline from <50% to

<55%

Annual Investment Plan – Core
 $35M - $50M in new commitments
 Submit a full redemption ($44M) request from MetLife Core Mortgage ($27.5M currently approved)
 Submit a full redemption ($39M) request from Mesa West Core Debt ($27.5M currently approved)
 Remain in the UBS Trumbull Property Fund redemption pool (previously approved; $22M remaining)

Annual Investment Plan – Non-Core
 $80M - $120M in new commitments to equity funds
 $40M - $50M in new commitments to debt funds
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Real Estate Program Update
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87% of 2025 Plan

Core Debt| Approved
Commitments Match $0 Plan

Non-Core Equity | Approved
Commitments Account for

71% of 2025 Plan

Non-Core Debt | Approved
Commitments Account for

100% of 2025 Plan

Total Approved Commitments
Account for 85% of 2025 Plan

$ 
M

Real Estate AIP Target & Commitment Tracking - FY 2025

Commitment Target ($M) Approved Commitments

Non-Core DebtNon-Core EquityCore/Core+ Equity

$25 million – Sabal III$50 million – PGIM PRISA III$50 million – CBRE U.S. Core

$30 million – Berkshire IV$50 million – Invesco Income

FY2025 Approved Commitments
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Capital Projections and Pacing

FY 2026 Capital Projections and Pacing Summary

Overall Objectives
 Manage overall exposure from current 9.5% to the 10.0% target and maintain exposure close to 10.0% through

the analysis period
 Manage portfolio to maintain an Equity overweight, with a complementary exposure to Debt

 80%-100% Equity
 0%-20% Debt

 Manage overall Core exposure down from 78% toward approved target (70% current target; 60% recommended
target)
 Target mix of Core and Core Plus, with 75%-80% allocated to Diversified Core funds and 20%-25% invested

in Core Plus funds
 Recommendation for full redemptions from three Core funds (~$105M as of Q1-25; 8.7% of RE portfolio)

 Maintain steady Non-Core commitment pace to avoid vintage concentration
 Focus on Value-Add Equity and Non-Core Debt strategies
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Capital Projections and Pacing

FY 2026 Capital Projections and Pacing Summary

Scenario A – 70% Core / 30% Non-Core (Current Approved Target)

FY 2026 | FY 2027 | FY 2028 Commitment Budgets

Scenario A (70/30) $M

50 | 50 | 75Core/Core Plus Commitments

80 | 80 | 80Non-Core Equity Commitments

40 | 40 | 40Non-Core Debt Commitments

25 | 30 | 30Redemptions

9.7%Projected RE Exposure (FY 2026)

70/30Projected Core / Non-Core (Year 3)

90/10Projected Equity / Debt (Year 3)
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Capital Projections and Pacing

FY 2026 Capital Projections and Pacing Summary

Scenario B – 60% Core / 40% Non-Core (Recommended Target)

FY 2026 | FY 2027 | FY 2028 Commitment Budgets

Scenario B Variance vs Scenario AScenario B (60/40) $M

-$105M

+$120M

+$30M

$0

20 bps

500 bps

100 bps

35 | 0 | 35

120 | 120 | 120

50 | 50 | 50

25 | 30 | 30

  9.9%

  65/35

  89/11

Core / Core Plus Commitments

Non-Core Equity Commitments 

Non-Core Debt Commitments 

Redemptions

Projected RE Exposure (FY 2026)

Projected Core / Non-Core (Year 3)

Projected Equity / Debt (Year 3)
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Real Estate Investment Policy

Annual Investment Policy Statement Assessment

Summary of Changes
 The recently approved revision to the real estate investment guideline, reducing the target from 11% to 10%, has

been incorporated following approval at the July 2025 Board Meeting.
 If the Core/Non-Core targets shift from 70/30 to 60/40, the following changes are recommended to conform to the

slightly higher Non-Core target:

Portfolio LeverageTarget RangeRisk Profile Mix

GuidelineTargetNon-CoreCoreCore / Non-CorePolicy Targets

<50%35% - 45%15%-45%55%-85%70/30Current

<55%35% - 50%20%-50%50%-80%60/40Recommended
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Annual Investment Plan Implementation

FY 2026 Portfolio Considerations

Exposure Targets

 Manage overall exposure to be within a functional 9.0% - 11.0% tactical range

 Manage Core/Non-Core allocation toward the approved target

Property Type Allocations

 Remain underweight Office

 Increase Multifamily to at least neutral weight

Core Portfolio Composition

 Shift remaining Core debt exposure ($83M) to Core equity

Non-Core Portfolio Composition

 Balance equity investments between diversified and property type specific investment strategies, both with

proven investment managers

 Participate in structured debt recapitalizations at an attractive investment basis
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Annual Investment Plan Implementation

FY 2026 Investment Plan - Core

Core Equity
 Make  a  single  ($35M  -  $50M)  commitment  to  a  high  conviction  Diversified  Core  Plus  investment
    Potential  to  make  a  smaller  single  commitment  to  a  new  investment  and  upsize  current  Core  Plus  investments
  Remain  in  UBS  Trumbull  Property  Fund  redemption  pool  ($22M  remaining)

 Potential  to  manage  down  asset  management  fees  through  revised  loyalty  program,  without  impacting  timing 
of  redemptions

Core  Debt
 Submit  full  redemptions  from  Mesa  West  and  MetLife  Core  Mortgage  (combined  $83M  remaining)  to  shift  the  real 

estate  debt  program  to  higher  conviction  non-core  strategies

15 of 28 



San Diego City Employees’ Retirement System

Annual Investment Plan Implementation

FY 2026 Investment Plan – Non-Core

Non-Core Equity
 Commit $80M - $120M to funds sponsored by proven institutional investment managers with strategies ranging

from diversified to those focused on sectors with clear tenant demand drivers and expected capital inflows
 Two to three commitments

Non-Core Debt
 Commit $40M - $50M to funds sponsored by institutional investment managers with an established real estate

debt investment program and cycle-tested track record
 One to two commitments
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Appendix

Target Allocation and Funding Status as of 4Q-2024

 SDCERS is within its tactical range for real estate but is below its strategic target of 10.0%1

 Real estate holdings have increased slightly
 Total Plan assets have increased at a faster pace

1 Strategic Target was reduced from 11% to 10% effective July 2025.

In ComplianceTactical RangeRE AllocationTotal Plan ($M)

RE FMV

($M)

Yes5% - 15% 10.1%$11,170$1,1274Q-2023

Yes5% - 15% 9.5%$11,860$1,1294Q-2024

$690$2Year Over Year 
Variance ($)

(60 bps)6.2%0.2%Year Over Year 
Variance (%)
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Appendix

Risk Classifications

 SDCERS is within its tactical ranges for Core and Non-Core real estate
 SDCERS is within its tactical ranges for Real Estate Equity and Real Estate Debt

1 Real Estate Target was reduced from 11% to 10% in July 2025.

Guideline Compliance (NAV)Portfolio Composition (12/31/24)Strategic Targets

NAV + CommittedNAVTactical RangeTarget1

Yes11%9.5%5% - 15%10%Total Real Estate

Yes68%78%55% - 85%70%Core Portfolio

Yes32%22%15% - 45%30%Non-Core Portfolio

Yes86%89%80% - 100%90%Real Estate Equity

Yes14%11%0% - 20%10%Real Estate Debt

19 of 28 



San Diego City Employees’ Retirement System

Appendix

Guideline Adherence

 The SDCERS portfolio is within its leverage and diversification guidelines

Guideline AdherenceActual as of 12/31/24GuidelineTarget

Yes29%<45%20% - 30%Core Leverage

Yes35%<50%35% - 45%Portfolio Leverage

Yes11%<30%Debt Investments

Yes13% (RREEF Alternative 
Investments)<30% (Includes Unfunded)Single Manager

Yes+ 6% (Industrial)+/- 15% of ODCEProperty Type

Yes- 5% (West)+/- 15% of ODCEGeographic Region

Yes5%<15%Non-U.S. 
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Appendix

Property Type Diversification

Key Observations
 Broadly diversified by property type, including (Other) niche sectors
 In compliance with policy guidelines
 Favorably overweight Industrial
 Favorably underweight Office
 Unfavorably underweight Apartments
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Appendix

Market Overview Summary
 The NFI-ODCE EW Index showed positive net returns in Q4 2024 after eight consecutive quarters of decline.
 Despite recent positive performance, one- and three-year returns remain negative due to two years of negative

quarterly results. Over a ten-year horizon, returns are positive and comparable to public real estate indices.
 While overall NCREIF Property Index (“NPI”) returns (unleveraged) were modest at 0.4% for the trailing 12

months ending Q4 2024, the office sector was the main drag with a -7.7% return, contrasting with stronger
performances in other property types.

 In Q4 2024, the aggregate vacancy rate across all property types rose to 6.5%—driven largely by an increase in
industrial vacancies and persistently elevated office vacancies, which remain stuck at high post-pandemic levels.

 Private real estate transaction volume for properties valued above $2.5 million surged to $145.5 billion in Q4
2024—the highest since Q4 2022—driven by increased activity in multifamily ($50.1B) and industrial ($42.0B)
sectors. This surge followed multiple rate cuts in Q4 2024 that made financing more accessible.

 Real estate closed-end fund dry powder in North America peaked in 2022 but has since declined as higher
interest rates have contributed to lower overall transaction volume, and fewer distributions to commit to new
investments.
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Appendix

Quarterly Transaction Volume by Property Type

 Private real estate transaction volume for properties valued over $2.5 million accelerated considerably in the
fourth quarter of 2024 to $145.5 billion, representing a significant increase of over $47 billion from the prior
quarter and the highest quarterly transaction volume total since the fourth quarter of 2022.

 Transaction volume increased across all sectors during the fourth quarter, with the exception of hotel activity,
which remained relatively stagnant. Multifamily and industrial saw the largest increases in transaction volume in
Q4 2024 and continue to constitute the property types with the highest activity overall, representing $50.1 billion
and $42.0 billion, respectively, of transaction volume in the fourth quarter.

 The fourth quarter upsurge in transaction volume corresponds with the multiple rate cuts that occurred from
September through December of 2024, making financing for real estate transactions both more attractive and
readily available.

Source: PREA
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Appendix

NPI Returns by Property Type
(As of December 31, 2024)

 As of Q4 2024, the NCREIF Property Index (“NPI”) generated a 0.4% trailing 12-month return, primarily diluted
by the meaningful underperformance in the office sector, which posted a -7.7% return over the same time period.
Office is the only sector with negative property-level returns across any of the three presented time periods.

 Over the past few years, the hotel and retail sectors have exhibited outsized returns relative to their counterparts,
demonstrating positive post-COVID rebounds as consumers return to travel and storefronts.

 Over the longer-term, the industrial sector is a pronounced outperformer, having generated a 12.6% return over
the last five years, as of Q4 2024, with multifamily trailing in second place at 4.2%.

Source: NCREIF

1.5%

6.5%

2.6%

-7.7%

5.3%

0.4%0.2%

8.9%

4.1%

-9.8%

2.3%

-0.8%

4.2%

0.3%

12.6%

-4.6%

0.7%
3.1%

-15%

-10%

-5%

0%

5%

10%

15%

Trailing 12 Months 3-Year 5-Year

24 of 28 



San Diego City Employees’ Retirement System

Appendix

Trailing One-Year Net Operating Income (“NOI”) Growth

 Following the GFC, annual income growth rates were relatively steady, hovering in the 2% to 5% range leading
up to the COVID pandemic.

 NOI Growth turned negative in early 2020, driven by dramatic declines in in-store shopping and a surge in
remote office work. Many jurisdictions also established apartment eviction moratoriums, which led some renters
to remain in place without making monthly payments.

 NOI Growth bounced back in 2021 as shoppers returned to stores, eviction moratoriums were lifted, and in-office
mandates were reinstated, for most, to at least 2 or 3 days in the office per week.

 The overall trailing twelve-month NOI growth rate decelerated in Q4 2024 but remained positive at 1.2%.
Generally, vacancies have increased and rent growth has slowed. Office continues to be the sole sector with a
negative year-over-year NOI growth rate.

Source: NCREIF
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Appendix

Property Type Changes Within the Equal Weighted ODCE Index

 The NFI-ODCE Equal Weight Index currently comprises 28% multifamily, 39% industrial, 15% office, 11% retail,
and 7% in other property types, based on its net asset value (“NAV”) as of Q4 2024.

 Capital flows and values began to favor the industrial sector starting around 2017, at the expense of office and
retail properties. The onset of the pandemic in 2020 further accelerated the decline in office and retail exposure,
although the retail sector has experienced a recovery post-COVID given its strong fundamentals of low supply,
high demand, and strong rent growth, particularly in neighborhood and community centers.

 Other property types, including self-storage, healthcare, and senior housing, have continued to gain traction over
the last several years as managers seek to re-allocate office dollars and diversify their portfolios beyond
traditional multifamily and industrial.

Source: NCREIF
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The information contained herein is confidential and intended for the sole use of Sample Client. All information is subject to market fluctuations

and economic events, which will impact future recommendations and investment decisions. These contents are proprietary Information of Meketa

Investment Group (“MIG”) and may not be reproduced or disseminated in whole or part without prior written consent. This report has been

prepared solely for informational purposes and no part is to be construed as a recommendation or an offer to buy or sell or a solicitation of an

offer to buy or sell any security or to participate in any investment strategy.

All information including, but not limited to, MIG’s investment views, returns or performance, risk analysis, sample trade plans, idea filtration

process, benchmarks, investment process, investment strategies, risk management, market opportunity, representative strategies, portfolio

construction, capitalizations, expectations, targets, parameters, guidelines, and positions may involve our views, estimates, assumptions, facts and

information from other sources that are believed to be accurate and reliable and are as of the date this information is presented—any of which

may change without notice. We have no obligation (express or implied) to update any or all of the Information or to advise you of any changes;

nor do we make any express or implied warranties or representations as to the completeness or accuracy or accept responsibility for errors. This

information is for illustrative purposes only and does not constitute an exhaustive explanation of the investment process, investment allocation

strategies or risk management.

All performance and risk targets contained herein are subject to revision by MIG and are provided solely as a guide to current expectations.

There can be no assurance that any investment or other product described herein will achieve any targets or that there will be any return on

capital. Past performance is not indicative of future results. MIG does not provide tax advice. Accordingly, any discussion of U.S. tax matters

contained herein is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by

anyone unaffiliated with MIG of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

Certain information contained in this document constitutes "forward-looking statements," which can be identified by the use of forward-looking

terminology such as "may", "will", "should", "expect", "anticipate", "target", "project", "estimate", "intend", "continue" or "believe" or the negatives

thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual

performance of the Funds and investments may differ materially from those reflected or contemplated in such forward-looking statements.”

Important Notice
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THIS REPORT (THE “REPORT”) HAS BEEN PREPARED FOR THE SOLE BENEFIT OF THE INTENDED RECIPIENT (THE “RECIPIENT”).

SIGNIFICANT EVENTS MAY OCCUR (OR HAVE OCCURRED) AFTER THE DATE OF THIS REPORT, AND IT IS NOT OUR FUNCTION OR

RESPONSIBILITY TO UPDATE THIS REPORT. THE INFORMATION CONTAINED HEREIN, INCLUDING ANY OPINIONS OR RECOMMENDATIONS,

REPRESENTS OUR GOOD FAITH VIEWS AS OF THE DATE OF THIS REPORT AND IS SUBJECT TO CHANGE AT ANY TIME. ALL INVESTMENTS

INVOLVE RISK, AND THERE CAN BE NO GUARANTEE THAT THE STRATEGIES, TACTICS, AND METHODS DISCUSSED HERE WILL BE SUCCESSFUL.

THE INFORMATION USED TO PREPARE THIS REPORT MAY HAVE BEEN OBTAINED FROM INVESTMENT MANAGERS, CUSTODIANS, AND OTHER

EXTERNAL SOURCES. SOME OF THIS REPORT MAY HAVE BEEN PRODUCED WITH THE ASSISTANCE OF ARTIFICIAL INTELLIGENCE (“AI”)

TECHNOLOGY. WHILE WE HAVE EXERCISED REASONABLE CARE IN PREPARING THIS REPORT, WE CANNOT GUARANTEE THE ACCURACY,

ADEQUACY, VALIDITY, RELIABILITY, AVAILABILITY, OR COMPLETENESS OF ANY INFORMATION CONTAINED HEREIN, WHETHER OBTAINED

EXTERNALLY OR PRODUCED BY THE AI.

THE RECIPIENT SHOULD BE AWARE THAT AI-GENERATED CONTENT MAY NOT HAVE CONSIDERED ALL RISK FACTORS. THE RECIPIENT IS

ADVISED TO PERFORM THEIR OWN DUE DILIGENCE AND CONSULT WITH PROFESSIONAL ADVISORS BEFORE MAKING ANY FINANCIAL

DECISIONS OR TAKING ANY ACTION BASED ON THE CONTENT OF THIS REPORT. WE BELIEVE THE INFORMATION TO BE FACTUAL AND UP TO

DATE BUT DO NOT ASSUME ANY RESPONSIBILITY FOR ERRORS OR OMISSIONS IN THE CONTENT PRODUCED BY AI TECHNOLOGY. UNDER NO

CIRCUMSTANCES SHALL WE BE LIABLE FOR ANY SPECIAL, DIRECT, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES OR ANY DAMAGES

WHATSOEVER, WHETHER IN AN ACTION OF CONTRACT, NEGLIGENCE, OR OTHER TORT, ARISING OUT OF OR IN CONNECTION WITH THE USE OF

AI-GENERATED CONTENT. PLEASE REMEMBER, AI TECHNOLOGY IS NOT A SUBSTITUTE FOR HUMAN EXPERTISE. IT IS IMPORTANT FOR THE

RECIPIENT TO CRITICALLY EVALUATE THE INFORMATION PROVIDED.

CERTAIN INFORMATION CONTAINED IN THIS REPORT MAY CONSTITUTE “FORWARD-LOOKING STATEMENTS,” WHICH CAN BE IDENTIFIED BY THE

USE OF TERMINOLOGY SUCH AS “MAY,” “WILL,” “SHOULD,” “EXPECT,” “AIM,” “ANTICIPATE,” “TARGET,” “PROJECT,” “ESTIMATE,” “INTEND,”

“CONTINUE,” OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREON OR COMPARABLE TERMINOLOGY. ANY FORWARD

LOOKING STATEMENTS, FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS IN THIS REPORT ARE BASED UPON CURRENT ASSUMPTIONS.

CHANGES TO ANY ASSUMPTIONS MAY HAVE A MATERIAL IMPACT ON FORWARD-LOOKING STATEMENTS, FORECASTS, PROJECTIONS,

VALUATIONS, OR RESULTS. ACTUAL RESULTS MAY THEREFORE BE MATERIALLY DIFFERENT FROM ANY FORECASTS, PROJECTIONS,

VALUATIONS, OR RESULTS IN THIS REPORT.

PERFORMANCE DATA CONTAINED HEREIN REPRESENT PAST PERFORMANCE. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS.

Disclaimer
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