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Real assets, particularly commercial real 
estate assets, are well understood by 
many institutional investors. However, 
even experienced real estate investors 
are not necessarily familiar with real asset 
debt. It is an asset class worth getting  
to know. 

Investors with real asset debt in their 
portfolios have been able to withstand 
the Covid-19 storm without losing sleep. 
And with the rapid expansion of the asset 
class, the potential to create bespoke 
portfolios which closely match investors’ 
liabilities has never been greater. 

Illiquidity premium exceeds  
pre-pandemic levels
Private debt secured on real assets is not 
completely decorrelated to broader credit 
markets and liquid markets. Just as listed 
equities and bonds slumped in the first 
part of 2020 when Covid-19 side-swiped 
markets, one could have expected 
considerable volatility in the value of real 
assets. 

However, although nervous investors 
initially drove down the illiquidity premium 
in private debt assets, the premium was 
quickly re-established. In fact, the illiquidity 
premium is now higher than it was before 
the 2020 crisis started, driving up the 
appeal for real assets.

“In 2020 investors in real asset private debt 
really understood the importance of the 
asset class,” says Denis Prouteau, Private 
Debt Chief Investment Officer, Natixis 
Investment Managers International. 

“We maintained positive returns 
throughout the crisis.”

Real asset debt: crisis expands 
opportunity for tailor-made mandates

Key Takeaways:

•  In 2020, investors in real asset 
private debt really understood 
the value of the asset class. 
Real asset debt, due to a lien 
to robust assets and strong 
creditworthiness of issuers, 
maintained a steady revenue 
stream which was largely 
immune from volatility. 

•  One of the consequences of the 
COVID-19 crisis is private debt 
has become even more relevant 
to investor portfolios. With the 
volume of private debt expected 
to expand, investors have more 
opportunity to create tailor-made 
mandates. 

•  A tailored approach to real 
asset private debt investing 
is particularly relevant to 
institutions in Asia. Asian 
economies tend to have younger 
populations, so the retirement 
horizon is much longer. This 
requires considerably longer-
dated assets for insurance 
companies, endowments, or 
public and private pension funds

Consistent cashflows, even in periods of high volatility, enable investors to match long-term needs

How were returns maintained? In a word: 
cashflows. Real asset debt, due to the 
robust nature of the assets and strong 
creditworthiness of its issuers, kept on 
providing a steady revenue stream which 
was largely immune from volatility. “The 
way deals are structured in the initial 
transaction provides huge security to 
investors,” says Prouteau. 

And because real asset debt is nearly 
always a long-term transaction, the 
potential impact of credit cycles is already 
embedded into the structuring of the 
deal and baked into the price and the 
projected returns. “That’s not to say we 
anticipated the pandemic,” says Prouteau, 
“but assessment of cash reserves and 
depreciation take into account the 
possibility of such crises.” 

Crisis likely to spur allocations 
to real assets
It is no exaggeration to say that 
investment in real assets has rocketed 
since the Great Financial Crisis, more 
than tripling real assets in that time. 
Investment in private debt has increased 
most of all, rising from $263bn to $847bn 
over the period. 

Denis Prouteau 
Chief Investment Officer  
Private Debt
Natixis Investment Managers 
Internationnal 
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The financing of real assets – such as 
buildings, bridges, roads and hospitals 

– has only moved onto the radar of 
investors in the last decade. The Great 
Financial Crisis severely curtailed the 
ability of banks to lend to asset owners, 
so investors stepped into the breach, 
replacing banks in deals and providing 
themselves with a yield solution to their 
long-dated liabilities.  

One of the likely consequences of the 
COVID-19 crisis is that private debt will 
become even more relevant to investor 
portfolios. A survey of investors by  
Preqin1, an alternative assets data 
provider, underlines why. Investors in 
the survey say that private capital asset 
classes have largely delivered the returns 
investors expected over the past  
12 months. This is particularly true of 
private debt, where 74% of investors say 
returns have met expectations. 

As a result nearly half (48%) of investors 
say they will increase their commitments 
to private debt in the coming year.

Market dynamics offer 
tailor-made opportunities
With the real asset private debt proof of 
concept well and truly established, and 
the volume of private debt expanding fast, 
investors now have greater opportunity 
to create tailor-made mandates which 
match their idiosyncratic cashflow needs. 
Tailor-made approaches can be about 
restrictions, but they can involve any 
amount of variations, depending on need. 
“One of our investors wants to allocate 
specifically to the French telecoms sector 
because they believe in that market and 
they like the way it is regulated,” says 
Prouteau. “We found them the assets they 
needed.”

Case study: large non-life insurer

A large insurance company in France has 
very particular needs. As a non-life insurer, 
its liabilities are not particularly long - 
typically around five years. This means 
infrastructure investments are not suitable 
given their very long investment horizons. 
Real estate is a better fit - with real estate 
private debt transactions structured 
typically for seven years, but often ending 
after five to six years. 
Like many French insurers, it owns plenty 
of real estate equity, but little real estate 

debt. The insurer needs an extremely 
niche, tailor-made approach for its real 
estate debt portfolio. It only invests in 
central Paris real estate and is happy to 
take ownership of the building in the case 
of debt default. It does, however, need 
the services of an asset management to 
manage buildings in the case of defaults 
and that’s where Natixis Investment 
Managers comes in. 
Natixis Investment Managers structured 
a French-specific vehicle, transferring the 
insurer’s existing debt investments into 
the vehicle, and carrying out reporting, 
monitoring, transactions and cashflows for 
the insurer through the vehicle. Although 
the insurer is experienced in real estate it 
has less experience of real estate debt and 
uses the extensive network of Natixis’s 
bank to source and analyse new deals for 
the vehicle.

Other investors seek a broad range 
of assets and want a global mandate. 
“They may have local liabilities, but want 
diversification in their matching assets, 
says Prouteau. “The geographical 
location and currency of their assets is 
not important.”

Tailoring assets can in practice only be 
achieved through the close collaboration 
of banks, which originate deals, and 
asset managers, which optimise the 
asset and provide expertise in key areas 
such as sustainability. “A strong and 
active originating bank such as Natixis 
combining with an experienced real asset 
manager such as Natixis Investment 

Managers, is a rare combination,” 
Prouteau adds.

When co-mingled funds are the 
answer
Tailor made needn’t always mean niche. 
First-time real asset investors, for 
instance, may want broad exposure to 
the asset class, which gives them as 
much diversification as possible without 
tying themselves to a narrow segment. 

For them, the tailor-made solution may 
be co-mingled funds, in which there is 
a diverse range of infrastructure, real 
estate, aircraft and other debt. 

Co-mingled funds may also be the 
answer for an investor wishing, say, to 
allocate to emerging markets for the first 
time. Given the increased risks inherent in 
emerging markets investment, a broadly-
diversified co-mingled fund with assets 
spread across many Asian geographies 
and industrial sectors can reduce risk  
and provide investors with the comfort 
they need.

Matching long-dated liabilities 
in Asia 
A tailored approach to real asset private 
debt investing is particularly relevant to 
institutions in Asia, many of which have 
different liability profiles to Western 
institutions. Asian economies tend 
to have younger populations, so the 
retirement horizon is much longer. This 
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requires considerably longer-dated 
assets. 
The problem is that few such assets exist 
locally. So pension funds, endowments 
and insurance companies in Asia often 
find themselves with a significant 
mismatch between liabilities and assets.

Case study: leading Japanese 
conglomerate

A Japanese conglomerate invests for its 
own balance sheet and also on behalf of 
a large number of domestic institutional 
clients. Natixis Investment Managers 
provides services tailored to each of the 
conglomerate’s needs. 
The first is a mono-sourcing service for 
the company’s own balance sheet. This 
service sources assets through Natixis’s 
large pipeline of deals in Asia and allies 
this to Natixis IM’s asset management 
capability in Hong Kong. The relationship 
creates co-investment lending 
opportunities too.
The second service is an energy transition 
strategy for third-party investors. The 
requirement was for a fund format which 
would invest in global assets in any 
currency, but receive cashflows in US 

dollars. The conglomerate wanted the 
strategy to have a recognised energy 
transition label (The French Greenfin 
label was selected) and be incorporated 
into the company’s existing stable of 
Luxembourg-domiciled funds. 
This “green yield” strategy invests 
only in sustainable assets. Underlying 
investments include fibre optics, subway 
lines, windfarms and solar. The strategy 
allocates to a combination of senior and 
mezzanine instruments to potentially 
deliver higher returns to t investors. The 
tailored ESG approach and risk-return 
profile will, the conglomerate calculates, 
differentiate its offering in the Japanese 
market.

Take a typical insurance company. It may 
have a 10-year liability on a product and 
invested in three-year bond. If the bond 
matures today and the insurer needs to 
reinvest, it will find yields have tumbled 
and an allocation to government bonds 
would secure only a negligible or negative 
yield. 

Private real asset debt, with its 
substantial spread above government 
yields and built-in security is a viable 
alternative. Real asset debt has 

increasing benefits for Asian-based 
insurers, since regulation in Asia is 
harmonising with that of the European 
Union. Under the EU’s Solvency II 
rules, private debt receives preferential 
treatment. So the amount of capital that 
an insurer must set aside against risk 
is much smaller than for similar-rated 
corporate debt issuance.

Lower volatility and more 
predictable cashflows
At a time when many traditional liquid 
investments are either underperforming 
or highly volatile, private real asset debt is 
increasingly sought by investors wishing 
to reduce volatility and maintain long-term 
cashflows. 

As investors dip their toes into the 
asset class they may find not only that 
volatility is lowered, but that their desired 
cashflows can be better matched than by 
investing in equities and bonds.

Written in January 2021
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ADDITIONAL NOTES

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when 
required by local regulation, only at their written request.  This material must not be used with Retail Investors. 
In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a 
Luxembourg management company that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered 
under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment 
Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente 1, 20122 Milan, Italy. 
Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 
7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 
3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). 
Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en España. Serrano n°90, 6th Floor, 28006, Madrid, Spain. 
Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium. In France: Provided by Natixis Investment 
Managers International – a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 
90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre 
Mendès France, 75013 Paris. In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 
Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich. In the British Isles: Provided by Natixis Investment Managers UK Limited which 
is authorised and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, 
London, EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the United Kingdom: this material is 
intended to be communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is intended to be communicated to 
and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold 
a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the 
Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services 
Authority or insurers authorised under section 8 of the Insurance Act 2008. In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers 
Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and 
understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the DFSA. No other Person 
should act upon this material.  Registered office: Unit  L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab Emirates In Japan: Provided by 
Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No.425. Content of Business: The Company 
conducts investment management business, investment advisory and agency business and Type II Financial Instruments Business as a Financial Instruments Business 
Operator.  In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated 
by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license 
number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.In Singapore: Provided by Natixis Investment Managers Singapore Limited (company registration no. 199801044D) 
to distributors and institutional investors for informational purposes only. In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ 
corporate professional investors only. In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is 
intended for the general information of financial advisers and wholesale clients only. In New Zealand: This document is intended for the general information of New Zealand 
wholesale investors only and does not constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is 
only available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia 
Pty Limited is not a registered financial service provider in New Zealand. In Latin America: Provided by Natixis Investment Managers S.A.  In Uruguay: Provided by Natixis 
Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, 
Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. In Colombia: Provided by Natixis 
Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for informational purposes only as permitted under Decree 2555 of 2010. Any 
products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and  is 
addressed to less than 100 specifically identified investors. In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities 
intermediary, or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisión Nacional 
Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein that require authorization or license are rendered 
exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering 
of securities in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers is an entity organized under the 
laws of France and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein to “Investment Managers” is made to 
Natixis Investment Managers and/or any of its investment management subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican 
authority.
The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment 
management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and 
from the jurisdictions in which they are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the 
responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its clients complies with the relevant 
national law.
The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or 
an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment 
carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as 
of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire 
as may be forecasted in this material. The analyses and opinions expressed by external third parties are independent and does not necessarily reflect those of Natixis 
Investment Managers. Past performance information presented is not indicative of future performance. 
Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the 
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All amounts shown are expressed in USD unless otherwise indicated.
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