
ASSET CLASSES
A diversifi ed weighƟ ng of asset classes – also known as asset 
allocaƟ on – is oŌ en the most criƟ cal driver of long-term investment 
results.

The WSIB’s asset allocaƟ on is a disciplined and strategic array of six 
primary asset classes – public equity, fi xed income, private equity, 
real estate, tangible assets, and cash. Each asset class (except cash) 
is described in this secƟ on of the website. Our asset allocaƟ on is 
designed to produce strong long-term returns for the members and 
benefi ciaries of the investment program.

By creaƟ ng a careful diversifi caƟ on of these asset classes and 
by periodically adjusƟ ng this mix according to updated market 
assumpƟ ons and investment objecƟ ves, we create porƞ olios that are 
purpose-built for the fi nancial objecƟ ves of our benefi ciaries.

WHAT WE DO  MARKET RISK SPECTRUM
  WSIB seeks diversifi caƟ on across the porƞ olio and within each asset class
  WeighƟ ng of the asset classes is oŌ en the most infl uenƟ al driver of investment results and risk 
  Weight of each asset class must match return objecƟ ves and risk profi le
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TOTAL ASSETS UNDER MANAGEMENT
$145.4 billion as of June 30, 2020

Fixed Income $44,612,533,766

Tangibles $5,978,911,979

Real Estate $20,570,725,960

Public Equity $46,970,813,034

Private Equity $23,451,749,287

Innovation $266,247,502

Cash $3,532,700,892



TANGIBLE ASSETS
The WSIB’s tangible asset porƞ olio invests in non-fi nancial assets 
with physical substance, that are used in the producƟ on or supply 
of goods and services. The porƞ olio focuses primarily on four 
industries: minerals and mining, energy, agriculture, and society 
essenƟ als. Each has a diff erent return aƩ ribute which provides 
diversifi caƟ on benefi ts to the overall CTF porƞ olio. 

To manage these investments, the WSIB works with external 
partnerships that are expected to generate returns that are, on 
whole, higher than fi xed income but lower than equiƟ es. It is 
anƟ cipated that the assets will have a large porƟ on of the return 
aƩ ributed to annual distribuƟ ons of income generated by the 
assets, with the remainder of the return generated by capital 
appreciaƟ on commensurate with infl aƟ on. 

Tangible assets was established as a separate asset class in 2007 
and began implementaƟ on in 2008. Over Ɵ me, the WSIB expects 
to create a well-diversifi ed, global tangible asset porƞ olio with a 
variety of partners spread among the target sectors noted above, 
each with its own level of investment risks, style, and geographic 
diversifi caƟ on.

PUBLIC EQUITY
Public equity provides investors with share ownership of 
publicly traded companies on accessible public markets such 
as the New York Stock Exchange and NASDAQ. The WSIB 
invests globally in both U.S. and non-U.S. equity, including 
emerging markets equity. 

Public equity investments represent a signifi cant porƟ on 
(typically more than 30%) of state reƟ rement funds assets, 
including the Commingled Trust Fund (CTF) and Washington’s 
self-directed defi ned contribuƟ on plans. Washington state’s 
insurance funds, permanent funds, prepaid college tuiƟ on, 
and other state trust funds also include strategic exposure to 
public equity investments.

The WSIB’s public equity investment team oversees this 
asset class and is responsible for program structure, policy 
development, implementaƟ on, external investment manager 
selecƟ on and program monitoring. 

The public equity program uses a global benchmark, the MSCI 
ACWI Investable Market Index, refl ecƟ ng the globalizaƟ on of 
capital markets.

FIXED INCOME
Fixed income investments are managed by an in-house 
staff  at the WSIB, and help provide valuable porƞ olio 
diversifi caƟ on and volaƟ lity control in contrast to a pure 
equity porƞ olio. 

These investments may include U.S. treasuries and 
government agencies, treasury infl aƟ on protecƟ on 
securiƟ es (TIPS), corporate debt, mortgage-backed 
securiƟ es, collateralized mortgage obligaƟ ons (CMO), asset-
backed securiƟ es (ABS) and commercial mortgage backed 
securiƟ es (CMBS).

This asset class is included in the Commingled Trust Fund 
(CTF), Plan 3 reƟ rement funds, Deferred CompensaƟ on 
Program (DCP) Savings Pool, Labor & Industries, Permanent 
Funds, GET College TuiƟ on Program, Developmental 
DisabiliƟ es Endowment Fund (DDEF), and Washington State 
OpportuniƟ es Scholarship Fund. 

ResponsibiliƟ es of the fi xed income investment team include 
porƞ olio management and trading, credit research and 
analysis, and risk management and database analyƟ cs. 

In some cases, Board policy or state law determines that 
some public fund porƞ olios are permiƩ ed to use only fi xed 
income investments due risk constraints or investment 
objecƟ ves. In other cases such as the CTF, fi xed income is 
part of a diversifi ed asset mix.
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REAL ESTATE
The WSIB’s real estate program consists of select external 
partnerships intended to provide alternaƟ ve porƞ olio 
characterisƟ cs when compared with stock and bond investments. 
The majority of these partnerships invest in high-quality real 
estate leased to third parƟ es. The combinaƟ on of steady income 
generated from lease payments and the potenƟ al upside from 
appreciaƟ on combine to generate returns that are expected to fall 
between the returns for fi xed income and public equiƟ es. 

The real estate porƞ olio is managed to deliver risk-adjusted 
returns consistent with the Board’s long-term return expectaƟ ons 
for the asset class. Many of the WSIB’s investment partnerships do 
not involve co-investment with other fi nancial investors, thereby 
providing the WSIB with strong governance provisions related to 
acquisiƟ on, liquidaƟ on, and parƟ cipaƟ on in annual business plan 
processes. 

Vola  lity within the real estate por  olio is minimized through a combina  on of factors: 
  Most of WSIB’s real estate assets are private market investments, so they are not subject to the potenƟ al volaƟ lity of the 

public markets.
  Capital is diversifi ed among a variety of partners, each with their own investment strategy and style. 
  Partnership assets are geographically diversifi ed, including outside the U.S. 
  Investments are made in a variety of property types to provide further diversifi caƟ on. 
  WSIB partners invest at diff erent points in the real estate capital structure, as well as at diff erent Ɵ mes in the property 

life cycle. 

PRIVATE EQUITY
Private equity investments include securiƟ es that are not listed on a public exchange and are typically more appropriate 
for large investors with long Ɵ me horizons. These investments range from iniƟ al capital in start-up enterprises to leveraged 
buyouts of mature corporaƟ ons. Private equity investments are typically long-term commitments that may last up to 12 
years or more. Although they are less liquid and carry a higher risk profi le than publicly traded investments, they historically 
generate higher long-term returns when employed consistently as part of a larger balanced porƞ olio. 

The WSIB’s private equity porƞ olio originated in 1981 and is invested primarily through limited partnerships. In such 
relaƟ onships, a fund’s general partner is responsible for overall fund management and for deciding which operaƟ ng 
companies will be acquired, restructured or sold.  UlƟ mately the companies are sold in the public market or to strategic or 
fi nancial buyers, and only then can the true return on investment be accurately measured.

To meet return and plan objecƟ ves, the WSIB’s private equity porƞ olio has diversifi ed investments in a broad cross-secƟ on of 
sub-sectors, industries and geographic regions including Washington and other Pacifi c Northwest states. 

Summary of private equity characteris  cs: 

  Higher risk characterisƟ cs than public markets   Illiquid asset class
  Long-term Ɵ me horizon (partnerships 10-12 years)   Higher return expectaƟ ons over Ɵ me
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