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		Abstract

		Institutional portfolios struggled in 2022 as hawkish central banks raised rates, leading to declines in equity, fixed income and REITs. Even illiquid assets like private equity/venture capital, and private credit have struggled. A new opportunity has arisen for institutional investors as the National Basketball Association (â€œNBAâ€�) just announced that it will permit institutional investors to take direct, minority stakes in teams (having earlier allowed them to buy stakes through private equity funds). 

This paper examines the benefits and challenges of investing in sports teams and, using the NBA as an example, demonstrates that they are a diversifying asset with low correlations to core assets. They perform well during market downturns and offer robust returns in bull markets. 

Optimized portfolios, under various levels of risk-aversion, allocate to sports teams to the maximal portfolio limit, often drawing from the liquid allocations (relative to portfolios with no allocation to sports teams). The allocation choices are examined with alternative assumptions about the Sharpe ratio of investing in the NBA. Since this is an asset with limited supply, investors may be challenged in trying to achieve optimal allocations to this diversifying asset class and this could lead to new instruments/opportunities to provide such exposure to investors. 
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