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Note 3: The convergence of public and private markets 

We are seeing convergence through the growth of continuation funds, secondary 
transactions and some products that attempt to achieve liquidity through specific 
windows. We know that the democratisation of private markets is an important debate. 
We’d offer three perspectives: 

• We accept that illiquid assets are in fact illiquid. Regardless of how the 
underlying asset is structured, during times of stress we do not expect to 
realise liquidity from this part of our portfolio. We construct our portfolios 
accepting we may not realise liquidity for years or, in some cases, decades. 
Our Fund size, structure, current inflow profile and prudent allocation levels 
afford us this position.  

• We accept the information asymmetry that exists in private markets. We 
organise our resources, incentive structures, and governance accordingly. 
However, we acknowledge this is a function of our size and smaller 
participants may not be able to ‘level the playing field’ to the same extent.  

• While direct access to private markets is limited for many investors, large 
superannuation funds provide a prudent and cost-effective  vehicle through 
which households can gain exposure to these assets. 

 
Note 4: Sydney Airport | Contrasting public and private 
ownership 
 
In 2022, UniSuper was part of the largest all-cash deal in Australian corporate history, a 
~$24 billion takeover of Sydney Airport. This is UniSuper’s largest, direct private asset. 
As an owner of both, the key contrasts between the publicly listed asset compared to the 
private asset are: 
 

• Long-term focus and value creation: the ability to prioritise long-term planning 
and strategic initiatives without the pressure of quarterly earnings and short-term 
capital management demands (such as dividend increases) fosters focus on 
long-term value creation for shareholders. 

• Superior governance rights: in the case of Sydney Airport, UniSuper secured two 
board seats. Achieving this level of governance in public market investments is 
not possible.  

• Alignment and expertise: UniSuper maximises member alignment through its 
direct holding. We also leverage the expertise of the other large, institutional and 
experienced owners of the airport. The alignment between all owners, ensures 
we work towards common goals. We provide two working examples of this 
alignment: 

o Operational excellence: the institutional owners of Sydney Airport have 
brought operational excellence and know-how from investments in 
offshore airports. This knowledge includes uplifting security and 
baggage services and is an example of the direct influence experienced 
owners can apply under the current ownership structure. 
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o Knowledge transfer: the institutional owners have also created 
opportunities for cross fertilisation and knowledge sharing benefitting 
Sydney Airport’s management team. This has resulted in onsite visits to 
a number of European airports. This knowledge transfer is another 
example of how the ownership structure has enabled owners and 
management to work closely towards common goals.  

 

Note 5: Managing risks in private markets 
 
The private market-specific risks we focus on includes: 
 

• Liquidity: the nature and size of our private market assets means we do not 
expect to transact assets quickly (regardless of the market environment). We 
size our allocations accordingly and manage liquidity prudently.  

• Opacity, information asymmetry, and conflicts of interest: by virtue of our size, we 
receive a high degree of transparency from our private market partners and 
negotiate terms and incentive structures to manage agency risks and conflicts of 
interest. Specifically:  

o Strategic partnerships: we tailor our mandates to create alignment to 
member outcomes. Some partners form an extension of our team, 
providing us asset management services at our direction. For others, 
we’ve negotiated direct risk sharing arrangements from our co-
investment partners’ balance sheets. 
 

o Incentive structures: specifically, we: 

 Evaluate expected alpha and proportion between base and 
performance fees accordingly.  

 Set performance hurdles aligned with the goals of the specific 
mandate or asset (e.g. achieve net operating income budget, 
achieve leasing outcomes). 

 Set maximum performance fee amounts, negotiate most 
favoured nations clauses, impose clawbacks, and co-invest with 
partners. Many of these fee benefits are difficult to achieve in an 
open-ended fund structure where success payments are often 
accrued daily and made annually – a mismatch with the 
investment time horizon of the underlying asset. Our size and 
resources give us the requisite scale to achieve this alignment. 

o  Leverage: private markets can use high levels of leverage to maximise 
returns. We take a more conservative approach.  
 

o Valuations:  

 Governance: a good valuation governance framework provides 
for valuations that are (i) timely (ii) fair and independently 
derived and (iii) ultimately approved by a Board appointed 
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committee that operates at arms-length from Management. 
UniSuper operates under such a framework. 

 Valuation frequency: UniSuper believes that a quarterly 
valuation cycle is sufficient to strike a fair and reasonable 
valuation. However, we accept that in extenuating 
circumstances out-of-cycle valuations are essential. We 
doHowever, we do not, however, accept the argument that 
valuations should be reviewed in lock-step with changes in 
listed markets prices. While the listed market is generally an 
efficient price-discovery mechanism, it is often an inefficient 
value-discovery mechanism. This is particularly the case when 
markets are dislocated. For example, during COVID-19, we 
observed the prices of publicly traded assets falling by an order 
of magnitude greater than private market equivalents. Some 
listed airports fell by around 40%, while unlisted airports were 
marked down by around 10%. In hindsight, the marks of the 
private assets proved a better barometer of fair value than 
public markets. Super funds are generally long-term holders of 
such assets and were not in a “forced (panic) selling” position.  

 Member equity: UniSuper is conscious that member equity cuts 
both ways. Overly conservative estimates are just as inequitable 
as overly optimistic.   

o Disclosure: UniSuper does not accept the argument that valuations of 
individual private market assets should be disclosed. Such valuations 
are commercially sensitive and disclosure would not be in members’ 
best financial interests. 




