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The natural resources industry has been attracting signifi cant attention over recent years as investors search for strong risk-adjusted 
returns that display low correlation to traditional asset classes. The economic downturn following the 2008 crash led to a fl ight to 
safety as investors targeted assets which they believed could act as a store of value; however, with the macroeconomic landscape 
shifting, have investor attitudes towards natural resources also shifted?

With this in mind, we set out to investigate these investors’ perspectives, preferences and plans for the natural resources industry by 
interviewing 160 investors globally. Preqin Special Report: Institutional Investors in Natural Resources Funds examines the following:

• How institutional investors view natural resources 
• Institutional investors’ preferences for natural resources
• How investors access the asset class
• Investors’ future plans and activity in natural resources

Foreword

Key Facts

Four out of five institutional investors 
in natural resources access the 
market via unlisted funds. 

Proportion of respondents that invest in 
the energy sector. 

Proportion of respondents that have 
a fixed target allocation to natural 
resources.

37% of investors have a positive 
perception of the natural resources 
industry, with a further 48% having a 
neutral perception.

Proportion of investors that allocate 
to natural resources from their real 
assets allocation.

Performance of natural resources funds 
has fallen short of expectations for 63% 
of respondents.

39%39%

46%46%

91%91%

Natural Resources Online – Coming Soon!

Launching in Q4 2015, Natural Resources Online will be Preqin’s fi rst online module focusing solely on the natural resources 
industry. Natural Resources Online will provide detailed information and intelligence on institutional investors, fund managers 
and fundraising in the industry and much more across the following areas: 

• Energy, including Oil & Gas 
• Metals & Mining 
• Agriculture/Farmland
• Timberland 
• Water

Please get in touch to register your interest or to request more information: info@preqin.com
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Investor Appetite for Natural Resources

Natural resources have a long history of attracting capital from 
institutional investors, and with many struggling for yield in a 
challenging fi nancial environment over recent years, interest in 
the asset class has been growing. During the fi nancial crisis, 
as many structured fi nancial instruments struggled, we saw 
a strong increase in the price of commodities such as gold, 
which can act as a store of value. Natural resources are often 
seen as reasonably uncorrelated to equities markets and can 
also act as an infl ation hedge ─ issues investors have become 
increasingly concerned about following major losses for many in 
their portfolios following the 2008 crash. 

Signifi cant fl uctuations in various commodity prices over 
recent years have led to an unpredictable environment for 
natural resources investments, which will always be somewhat 
inherently tied to underlying commodity prices. It is in this 
context that Preqin recently surveyed a global selection of 160 
institutional investors to shed some light on their thoughts on the 
natural resources industry, how they access the market and their 
future plans for their natural resources portfolios.

The results of the survey indicate investors continue to view 
natural resources as an important part of their investment 
strategy as they look to build diverse portfolios that will maximize 
returns while minimizing downside risk. 

Investors in Review

Of the 160 institutional investors surveyed by Preqin, over 
half (52%) currently actively invest in the natural resources 
asset class, with a further 8% considering making their maiden 
allocation (Fig. 1). This does, however, leave a signifi cant 40% 
of respondents that do not currently allocate to the asset class, 
although over the coming years it is likely we will see the number 
of active investors increase as more look to natural resources to 
provide diversifi cation to their portfolios. 

Interestingly, of those respondents that currently invest in natural 
resources, 61% do not maintain a specifi c target allocation to the 
asset class (Fig. 2); this indicates that a signifi cant proportion 
of investment in the asset class is opportunistic at present, 
conducted out of investment buckets for other asset classes. 
Furthermore, of those investors active in natural resources, the 
average current allocation is 1.9% of total assets, suggesting 
there is signifi cant capacity for investors to ramp up their 
allocations if they see strong opportunities in the space. 

With the majority of investors having relatively small amounts 
of capital placed in natural resources and investing on an 
opportunistic basis, it is important to understand in which 
allocations they typically place their natural resources 
investments (Fig. 3). Perhaps unsurprisingly, nearly half (46%) 
of investors make investments in natural resources via their real 
assets portfolios, which likely also consist of investments such 
as infrastructure and potentially real estate. 

52%

8%

40%

Invest in Natural
Resources

Considering Investing in
Natural Resources

Do Not Invest in Natural
Resources

Fig. 1: Proportion of Institutional Investors Investing in 
Natural Resources

Source: Preqin Investor Survey, June 2015

39%

61%

Have a Target
Allocation to Natural
Resources

Do Not Have a Target
Allocation to Natural
Resources

Fig. 2: Proportion of Institutional Investors with a Target 
Allocation to Natural Resources

Source: Preqin Investor Survey, June 2015

46%

22%

14%

13%

4%1% Part of Real Assets
Allocation

Part of Private Equity
Allocation

General Alternatives
Allocation

Separate Allocation to
Natural Resources

Part of Real Estate
Allocation

Other

Fig. 3: Breakdown of Institutional Investors in Natural 
Resources by Source of Allocation

Source: Preqin Investor Survey, June 2015
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Twenty-two percent are investing via their private equity portfolio, 
indicating these investors view unlisted natural resources funds 
as a form of private equity investment, likely focusing more on the 
structure of the investment than the underlying asset. Importantly 
for the growth of natural resources as a standalone asset class, 
13% of investors now maintain a separate allocation to the asset 
class; this may well increase going forward as investors struggle 
to bundle together real assets such as infrastructure with natural 
resources due to the inherently different underlying assets and 
risk/return profi les. 

Route to Market

As the natural resources asset class evolves and grows, there 
is increasing choice for investors looking to put capital to work. 
Traditionally, a signifi cant number of investors have accessed 
natural resources via private equity-style unlisted natural 
resources funds or through listed natural resources funds, 
which may be utilized by investors less comfortable with the 
illiquid nature of unlisted funds. Direct investments are also 
becoming increasingly prevalent among investors, as a way to 
avoid fees and gain greater control of their portfolio. These types 
of investments are primarily the preserve of large institutional 
investors with the signifi cant in-house resources required to 
execute and manage these types of investments. 

As shown in Fig. 4, 81% of active investors surveyed access the 
asset class via unlisted funds, with a comparatively smaller 41% 
investing via listed funds. This shows institutional investors are 
typically happy to lock up capital, perhaps believing that long-
term investments in natural resources are more desirable than 
shorter term listed investments whereby performance may focus 
more on fl uctuating commodity prices rather than managers 
creating value. Nearly a third (32%) of investors access the 
asset class via direct investments, indicating that, while most 
would turn to third parties to manage their natural resources 
investments, a signifi cant minority are willing and able to execute 
direct investments.

Master Limited Partnerships (MLPs) have attracted a growing 
amount of attention in recent years as an alternative way for 
investors to access the natural resources asset class. MLPs 
have to invest 90% of their assets in ‘qualifying income’, which 
is primarily defi ned as natural resources, real estate and 
commodities. MLPs display many of the more desirable features 
of both listed and unlisted natural resources funds, namely the 
liquidity of listed funds and various tax benefi ts of unlisted limited 
partnership funds. As shown in Fig. 5, 45% of the investors we 
spoke with are open to investing in MLPs, indicating strong 
investor demand for this method of accessing the asset class.
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Fig. 4: Breakdown of Institutional Investors in Natural 
Resources by Route to Market

Source: Preqin Investor Survey, June 2015
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Fig. 5: Proportion of Investors’ that Allocate to Master 
Limited Partnerships

Source: Preqin Investor Survey, June 2015

The 2015 Preqin Alternative Assets Performance Monitor

The 2015 Preqin Alternative Assets Performance Monitor provides unrivalled insight into the performance 
of alternative assets funds, analyzing performance data for over 20,500 funds.

Bringing together extensive data from Preqin’s industry-leading online products, the Performance Monitor 
offers detailed statistics, league tables, charts and analysis of performance across the alternative assets 
industry.

For the fi rst time, the 2015 edition has been expanded to cover analysis of all alternative assets funds, 
including natural resources, private equity & venture capital, private debt, real estate, infrastructure and 
hedge funds.

For more information, to download sample pages or to order your copy, please visit: www.preqin.com/pm

A comprehensive guide to the performance of alternative assets

The 2015 Preqin Alternative Assets
Performance Monitor

                

alternative assets.  intelligent data.

ISBN: 978-1-907012-84-6
$175 / £105 / €145
www.preqin.com
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Strategies and Geographies Targeted

With natural resources attracting signifi cant attention in recent 
years, increasing focus is being placed on the specifi c types of 
natural resources, rather than simply viewing it as a singular 
asset class. Different types of natural resources can be classifi ed 
by various factors, both geopolitical and economic, and as such, 
it follows that the investment horizons and risk profi les are not 
singular. For example, in the US, the shale boom has likely had 
signifi cant implications for investments in energy; however, it will 
have less of an impact on agriculture investments, which in turn 
may be affected by drought in California. As a result of these 
different drivers, it follows that many investors will have distinct 
preferences for particular types of natural resources.

A signifi cant 91% of active investors in natural resources that were 
surveyed invest in energy (Fig. 6), which is perhaps unsurprising 
considering the relative size and maturity of the industry compared 
to many other types of natural resources.

Over half of all active investors consider metals & mining (59%) 
and timber (51%) investments, with a notable 47% actively 
investing in farmland/agriculture. Interestingly nearly a third 
(31%) of investors now consider investments in water, which, until 
recently, was a fairly niche strategy that is now becoming more 
prevalent as water security and shortages become increasingly 
mainstream issues.

Energy Preferences

With energy being the most prevalent natural resources strategy 
among investors, it is useful to dig a little further into investors’ 
preferences within the strategy. As shown in Fig. 7, 83% of 
investors active in energy target oil & gas investments and 43% 
invest in renewables, which is to be expected given the relative 
size of the two industries.

Alongside the underlying asset, investors also have options 
regarding the project stage of their underlying investments which 
will have different risk/return profi les. Seventy-nine percent of 

investors are open to both upstream and midstream opportunities, 
with 62% investing in downstream; this seems to illustrate that 
investors are typically open to any stage of investment and 
implies that they are willing to delegate expertise and decisions 
to fund managers, alongside looking to diversify their portfolio at 
the project stage.

Metals & Mining Preferences

Similar to energy, various metals have different investment 
horizons and risk profi les, with certain metal commodities prices 
fl uctuating more widely and some typically tracking wider global 
markets more closely than others. Among active investors, base 
metals are invested in by 82% of investors, followed by precious 
and ferrous metals, each cited by 63% of investors. 

In terms of the stage of investment, the vast majority (84%) of 
investors are open to exploration, compared with 53% that invest 
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Fig. 8: Institutional Investors’ Metals & Mining Preferences

Source: Preqin Investor Survey, June 2015
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Fig. 7: Institutional Investors’ Energy Preferences

Source: Preqin Investor Survey, June 2015
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in refi ning. Exploration likely has higher risk/return potential and 
more scope for manager outperformance than refi ning, which will 
likely be more closely correlated to commodity prices. 

Natural Resources – A Global Industry

As is often the case with alternative investments, there is a 
geographic preference among investors for North America, which 
is perhaps seen as more developed and potentially less vulnerable 
to geopolitical factors than other regions (Fig. 9). However, in 
contrast to many alternative investments, there is also a strong 
preference for investments in natural resources on a global scale. 
As natural resources funds focus on assets that, in the majority 
of cases, cannot be created in the same way that real estate and 
infrastructure can, it is expected that for investments such as oil 
& gas or metals upstream/exploration, the investment somewhat 
needs to focus on the arbitrary geographic location of the asset, 
perhaps explaining the preference for global investments.

Investor Perceptions of the Natural Resources Industry

As shown in Fig. 10, investors are generally positive or neutral 
about the natural resources industry at present, with only 15% 
expressing a negative view of the industry. This is despite the 
performance of natural resources investments falling short of 
expectations for 63% of respondents in the past year (Fig. 11), 
which could well be explained by low commodity prices such as 
for oil over the previous 12 months. 

Therefore, unsurprisingly, performance was stated by the largest 
proportion (54%) of respondents as a key issue affecting the 
natural resources industry in 2015 (Fig. 12). Ongoing volatility 
and uncertainty in global markets was named by 40% of 
respondents, perhaps explained by demand for the underlying 
natural resources assets in some cases being very much tied 
to global economic trends. Other key issues named by over a 
quarter of investors were valuations (33%), regulation (31%) and 
the exit environment (25%).

Despite these recent performance struggles, the fact that 
investors generally maintain a neutral or positive view of the 
industry as a whole indicates that investors believe natural 
resources investments can bounce back and provide strong risk- 
adjusted returns in the coming years. 
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Fig. 9: Institutional Investors’ Natural Resources 
Geographic Preferences

Source: Preqin Investor Survey, June 2015
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Fig. 12: Institutional Investors’ Views on the Key Issues 
Affecting the Natural Resources Industry in 2015

Source: Preqin Investor Survey, June 2015
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Fig. 10: Institutional Investors’ General Perceptions of the 
Natural Resources Industry

Source: Preqin Investor Survey, June 2015
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Fig. 11: Proportion of Institutional Investors that Feel Their 
Natural Resources Fund Investments Have Lived up to 
Expectations over the Past 12 Months

Source: Preqin Investor Survey, June 2015



Preqin Special Report: Institutional Investors in Natural 
Resources Funds

Download the data pack:
www.preqin.com/NRINV15

7 © 2015 Preqin Ltd. / www.preqin.com

Research Center Premium

All of the free research reports, newsletters, statistics and 
tools Preqin offers can be found in one place: Preqin’s 
Research Center Premium. 

This free service provides access to analysis of the latest 
trends in alternative assets, as well as benchmarking 
tools, useful presentation slide decks from recent 
conferences and much more.

For more information, or to register, please visit:

www.preqin.com/rcp

Investor Activity over the 
Next 12 Months and the Longer Term

The outlook for natural resources fund managers in the coming 
year looks reasonably positive, with over a quarter (27%) of 
investors surveyed expecting to commit more capital in the 
coming 12 months compared with the previous year (Fig. 13). 
Furthermore, half of investors surveyed stated that they would 
commit the same amount of capital to the asset class in the next 
12 months as they did in the past year, with a slightly smaller 
proportion (23%) looking to scale back the amount of capital they 
will be allocating to the asset class.

With investors largely looking to allocate the same or more 
capital to natural resources investments in the next 12 months, 
it is interesting to look at how investors feel their allocations to 
natural resources will evolve over the longer term. As shown 
in Fig. 14, 29% of investors in natural resources are looking to 
increase their allocation to the asset class in the longer term, 

with a signifi cant 59% planning to maintain their current level of 
exposure to natural resources. Importantly, only 12% expect to 
decrease their exposure. 

Outlook

Despite concerns over recent natural resources performance, the 
outlook for the asset class is positive. Investors have signifi cant 
options in the industry, including which bucket they allocate to the 
asset class from, the types of natural resources they can invest 
in and the routes via which they can access the asset class. 
Investors can be seen to be positive towards the asset class, with 
many looking to ramp up their level of exposure to the asset class 
over the longer term, indicating increased capital is likely to be put 
to work over both the coming year and in the longer term.

27%

50%

23% More Capital than in
the Last 12 Months

Same Amount of
Capital as the Last 12
Months

Less Capital than the
last 12 Months

Fig. 13: Institutional Investors’ Expected Capital 
Commitments to Natural Resources Funds in the Next 12 
Months Compared to the Last 12 Months

Source: Preqin Investor Survey, June 2015
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Fig. 14: Institutional Investors’ Intentions for Their Natural 
Resources Allocations over the Longer Term

Source: Preqin Investor Survey, June 2015

Share Data with Preqin

Over 7,100 investment professionals across 3,650 
investors use Preqin Investor Network to source fund 
investment opportunities and conduct initial due diligence 
on their alternative assets investments. 

Contribute data to Preqin and help investment 
professionals cut through the crowded marketplace and 
fi nd out what makes your offering unique. 

For more information, or to register, please visit:

www.preqin.com/sharedata
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Preqin: Alternatives Data and Intelligence

With global coverage and detailed information on all aspects of alternative assets, Preqin’s 
industry-leading online services keep you up-to-date on all the latest developments in the 
alternative assets industries. 

Source new investors for funds and co-investments

Find the most relevant investors, with access to detailed profi les for over 9,300 institutional 
investors actively investing in alternatives, including current fund searches and mandates, 
direct contact information and sample investments.

Identify potential fund investment opportunities

View in-depth profi les for over 2,300 natural resources, private equity, real estate, 
infrastructure and private debt funds currently in market and over 15,000 hedge funds open 
to new investment, including information on investment strategy, geographic focus, key 
fund data, service providers used and sample investors.

Find active fund managers in alternatives

Search for fi rms active in alternative investments. View information on key contacts, fi rm 
fundraising/AUM and performance history, key investment preferences, known investors 
and more.

See the latest on buyout, venture capital and infrastructure deals and exits

View details of more than 144,000 buyout, venture capital and infrastructure deals, 
including deal value, buyers, sellers, debt fi nancing providers, fi nancial and legal advisors, 
exit details and more. Identify forthcoming exits and expected IPOs. 

Benchmark performance

Identify which fund managers have the best track records, with customizable fund 
performance benchmarks and performance details for over 20,500 individual named 
natural resources, private equity, real estate, infrastructure, private debt and hedge funds.

Examine fund terms

See the typical terms offered by funds of particular types, strategies and geographical foci, 
and assess the implications of making changes to different fees.

View detailed profi les of service providers

Search for active administrators, custodians, prime brokers, placement agents, auditors 
and law fi rms by type and location of funds and managers serviced. Customize league 
tables of service providers by type, location of headquarters and total known number of 
funds serviced. 

Find out how Preqin’s products and services can
help you:

www.preqin.com


