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Disclaimer

REF: AM-01775

These materials are neither an offer to sell, nor the solicitation of an offer to purchase, any security, the offer and/or sale of which can only be made by definitive offering documentation. Any  offer or solicitation with 

respect to any securities that may be issued by any investment vehicle (each, an “Ares Fund”) managed or sponsored by Ares Management LLC or any of its subsidiary or other affiliated entities (collectively, “Ares 

Management”) will be made only by means of definitive offering memoranda, which will be provided to prospective investors and will contain material information that is not set forth herein, including risk factors relating to 

any such investment. Any such offering memoranda will supersede these materials and any other marketing materials (in whatever form) provided by Ares Management to prospective investors. In addition, these materials 

are not an offer to sell, or the solicitation of an offer to purchase securities of Ares Management Corporation (“Ares Corp”), the parent of Ares Management. An investment in Ares Corp is discrete from an investment in any 

fund directly or indirectly managed by Ares Corp. Collectively, Ares Corp, its affiliated entities, and all underlying subsidiary entities shall be referred to as “Ares” unless specifically noted otherwise. Certain Ares Fund 

securities may be offered through our affiliate, Ares Management Capital Markets, LLC (“AMCM”) and Ares Wealth Management Solutions, LLC (“AWMS”), both broker-dealers are registered with the SEC, and are 

members of FINRA and SIPC.

In making a decision to invest in any securities of an Ares Fund, prospective investors should rely only on the offering memorandum for such securities and not on these materials, which contain preliminary information that 

is subject to change and that is not intended to be complete or to constitute all the information necessary to adequately evaluate the consequences of investing in such securities. Ares makes no representation or warranty 

(express or implied) with respect to the information contained herein (including, without limitation, information obtained from third parties) and expressly disclaims any and all liability based on or relating to the information 

contained in, or errors or omissions from, these materials; or based on or relating to the recipient’s use (or the use by any of its affiliates or representatives) of these materials; or any other written or oral communications 

transmitted to the recipient or any of its affiliates or representatives in the course of its evaluation of Ares or any of its business activities. Ares undertakes no duty or obligation to update or revise the information contained 

in these materials.

The recipient should conduct its own investigations and analyses of Ares and the relevant Ares Fund and the information set forth in these materials. Nothing in these materials should be construed as a recommendation 

to invest in any securities that may be issued by Ares Corp or an Ares Fund or as legal, accounting or tax advice. Before making a decision to invest in any Ares Fund, a prospective investor should carefully review 

information respecting Ares and such Ares Fund and consult with its own legal, accounting, tax and other advisors in order to independently assess the merits of such an investment.

These materials are not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation.

These materials contain confidential and proprietary information, and their distribution or the divulgence of any of their contents to any person, other than the person to whom they were originally delivered and such 

person's advisors, without the prior consent of Ares is prohibited. The recipient is advised that United States securities laws restrict any person who has material, nonpublic information about a company from purchasing or 

selling securities of such company (and options, warrants and rights relating thereto) and from communicating such information to any other person under circumstances in which it is reasonably foreseeable that such 

person is likely to purchase or sell such securities. The recipient agrees not to purchase or sell such securities in violation of any such laws, including of Ares Corp or a publicly traded Ares Fund.

These materials may contain “forward-looking” information that is not purely historical in nature, and such information may include, among other things, projections, forecasts or estimates of cash flows, yields or returns, 

scenario analyses and proposed or expected portfolio composition. The forward-looking information contained herein is based upon certain assumptions about future events or conditions and is intended only to illustrate 

hypothetical results under those assumptions (not all of which will be specified herein). Not all relevant events or conditions may have been considered in developing such assumptions. The success or achievement of 

various results and objectives is dependent upon a multitude of factors, many of which are beyond the control of Ares. No representations are made as to the accuracy of such estimates or projections or that such 

projections will be realized. Actual events or conditions are unlikely to be consistent with, and may differ materially from, those assumed. Prospective investors should not view the past performance of Ares as indicative of 

future results. Ares does not undertake any obligation to publicly update or review any forward-looking information, whether as a result of new information, future developments or otherwise.

Some funds managed by Ares or its affiliates may be unregistered private investment partnerships, funds or pools that may invest and trade in many different markets, strategies and instruments and are not subject to the 

same regulatory requirements as mutual funds, including mutual fund requirements to provide certain periodic and standardized pricing and valuation information to investors.  Fees vary and may potentially be high.

In addition, in light of the various investment strategies of such other investment partnerships, funds and/or pools, it is noted that such other investment programs may have portfolio investments inconsistent with those of 

the strategy or investment vehicle proposed herein.
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Disclaimer
These materials also contain information about Ares and certain of its personnel and affiliates and the historical performance of other investment vehicles whose portfolios are managed by Ares   or its affiliates. This 

information has been supplied by Ares to provide investment advisors with information as to its general portfolio management experience. Information respecting prior performance whether of a particular fund or 

investment strategy is not and should not be interpreted as a guaranty of future performance. Moreover, no assurance can be given that unrealized, targeted or projected valuations or returns will be achieved. Future 

results are subject to any number of risks and factors, many of which are beyond the control of Ares. In addition, an investment in one Ares Fund will be discrete from an investment in any other Ares Fund and will not be 

an investment in Ares Corp. As such, neither the realized returns nor the unrealized values attributable to one Ares Fund are directly applicable to an investment in any other Ares Fund. An investment in an Ares Fund 

(other than in publicly traded securities) is illiquid and its value is volatile and can suffer from adverse or unexpected market moves or other adverse events. Funds may engage in speculative investment practices such as 

leverage, short-selling, arbitrage, hedging, derivatives, and other strategies that may increase investment loss. Investors may suffer the loss of their entire investment.

Benchmark (index) performance does not reflect the deduction of transaction costs, management fees, or other costs which would reduce returns. References to market or composite indexes, benchmarks or other 

measures of relative performance are for comparison purposes only.  An investor cannot invest directly in an index.

This may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s.  Reproduction and distribution of third party content in any form is prohibited except with 

the prior written permission of the related third party. Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not responsible for 

any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. THIRD PARTY CONTENT PROVIDERS GIVE NO EXPRESS OR IMPLIED 

WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. THIRD PARTY CONTENT PROVIDERS SHALL NOT BE 

LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, EXEMPLARY, COMPENSATORY, PUNITIVE, SPECIAL OR CONSEQUENTIAL DAMAGES, COSTS, EXPENSES, LEGAL FEES, OR LOSSES (INCLUDING 

LOST INCOME OR PROFITS AND OPPORTUNITY COSTS OR LOSSES CAUSED BY NEGLIGENCE) IN CONNECTION WITH ANY USE OF THEIR CONTENT, INCLUDING RATINGS. Credit ratings are statements 

of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address the suitability of securities or the suitability of securities for investment purposes, and should not be 

relied on as investment advice.

Important Information

This material is for informational purposes only and is neither an offer to sell nor a solicitation to purchase any related securities. Investing in private markets investments involves a high degree of risk including, but not 

limited to:

• Risk of substantial loss of principal - direct Investments in private companies and investments, involve a high degree of business and financial risk that can result in substantial losses

• Illiquidity risk - investments are not listed on any securities exchange and may not be readily liquidated, therefore it may be impossible to get your money back

• Valuation risks - the risk that the securities are valued at prices the seller is unable to obtain upon sale due to factors such as incomplete data, market instability, human error, or no readily available market quotations, 

and other factors

• Risk related to private companies – these companies are generally not subject to SEC reporting requirements, are not required to maintain accounting records in accordance with generally accepted accounting 

principles and are not required to maintain effective internal controls over financial reporting. As a result, there is the risk that investors may invest based on incomplete or inaccurate information, which can adversely 

affect performance. Private companies may also have limited financial resources, shorter operating histories, more asset concentration risk, narrower product lines and smaller market shares that can make such 

private companies more vulnerable to competitors’ actions and market conditions

Financial advisors must carefully consider the risks and other suitability details in determining appropriate investments for their individual clients’ portfolios.
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Executive Summary



The Great Wealth Transfer by the numbers
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1. Data as of June 23, 2017. Source: United Nation, Haver Analytics.

2. Source: 2022 Bank of America Private Bank Study of Wealthy Americans.

$73 trillion
will transfer from U.S. investors to individual heirs from 2021 through 2045.

Silent Gen
9%

Boomer
63%

Gen X
20%

Millenial
9%

Gen Z
1%

% of Wealthy Americans by Cohort2 Silent Gen + Baby Boomers

• Represent 70%+ of wealth

• Those aged 65+ projected to grow by 
more than 50% over the next 20 years1

Next Gen-ers

• Gen X
(1965 – 1990)

• Millennials
(1981 – 1996)

• Gen Z
(1997 – 2012) and younger
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Evolving and bifurcated investment objectives

For Financial Professional Use Only — Not For Distribution to the General Public

1. Source: Cerulli Associates.

2. Federal Reserve: The Fed - Comparison: Compare Wealth Components across Groups (federalreserve.gov). Silent Gen as of Q1 2003. Baby Boomer as of Q4 2023.

3. Source: 2022 Bank of America Private Bank Study of Wealthy Americans.

Baby Boomers Next Gen-ers

Historically diversifying and stable return of real 
estate make it a core holding for retiring investors2

Seek above-average returns…

but .73% do not believe they are achievable
with only traditional stocks and bonds3

Highest priorities are assuring comfortable standard 
of living in retirement and protecting current wealth1

23%

Baby 
Boomers

24%

Silent 
Gen

Real estate Other assets

Assets by Generation at Retirement Age

Younger investors allocate half as much to 
stocks and 3x more to alternative investments.3

25% 55%

Age 21-42 Age 43+

16% 5%

Stocks/Stock Funds Alternative Investments
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https://www.federalreserve.gov/releases/z1/dataviz/dfa/compare/chart/#quarter:137;series:Assets;demographic:generation;population:all;units:shares


Understanding the needs of each investor cohort

For Financial Professional Use Only — Not For Distribution to the General Public

Boomer Next Gen

High total return ✓ ✓✓✓

Risk-adjusted return ✓✓ ✓

Return in the form of income ✓✓✓

Diversification vs public equity ✓✓ ✓✓

Severe loss downside protection ✓✓✓ ✓(✓)

Intergenerational transferability Priority Consideration

Tax considerations Higher Lower

Time horizon Shorter Longer

Liquidity needs More Less

7

More checks = stronger need. Check in parentheses indicates a half check.



Using private markets to triangulate between investment objectives, 
macro concerns, and other financial plan considerations

For Financial Professional Use Only — Not For Distribution to the General Public

Portfolio objectives Enhance return Increase income Diversify Protect downside

Private equity ✓✓✓ ✓

Private credit ✓ ✓✓✓ ✓

Private real estate ✓ ✓✓✓ ✓

Private infrastructure ✓ ✓ ✓✓✓ ✓

Macro concerns Slowing growth Paused rates Rate cuts Inflation

Private equity ✓ ✓ ✓ ✓

Private credit ✓ ✓✓ ✓ ✓

Private real estate ✓✓ ✓ ✓✓ ✓✓✓

Private infrastructure ✓✓ ✓ ✓✓ ✓✓✓

Other considerations Tax efficiency Ability to transfer to Next Gen

Private equity

Private credit

Private real estate ✓ ✓ (1031 exchange)

Private infrastructure ✓

8

Note: more checks = better ability to address



Private equity and credit represent access to capital 
created on behalf of middle market companies



A few reminders from Econ 101

10

Why do capital markets exist?
To create capital and finance future growth

In what form can capital be created?
Equity or debt

On behalf of whom is capital created?
Corporations, governments, properties or public projects

From where is capital creation funded?
Either from the general public (registered), or

private investors (private markets)

The growth of private market AUM represents the
increasing preference to create capital privately.



The opportunity set in public equity markets is increasingly limited. 
Using passive (indexed) equities only captures a fraction of businesses.

For Financial Professional Use Only — Not For Distribution to the General Public

1. Source: The World Bank, Wilshire. World Bank data most updated through 2022, all other data as of Jan 1, 2024. Includes OTC listings

2. Source: Capital IQ as of January 2022. “Large market” includes companies >$100M in revenues. National Center for the Middle Market, as of Jan 1, 2024.

“Middle market” includes companies with $10 million to $1 billion in annual revenue. 
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Public equity universe is shrinking1 Most mid to large market businesses are private2

8,090

4,642

3,000

4,000

5,000

6,000

7,000

8,000

9,000

87%

13%

99%

1%

~200,000
U.S. middle market 
businesses

~21,000
U.S. large market 
businesses

Publicly traded Privately held

Wilshire 5000 Index is intended to
capture the total U.S. stock market.

Today, it only has ~3,400 holdings.

99%
private

87%
private

# of public 
companies down 50% 

versus 30 years ago.



Mid market represents stable, real, diversified economic growth as 
public companies become more concentrated in and driven by IT.
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1. Source: National Center for the Middle Market, as of Jan 1, 2024. “Middle market” includes companies with $10 million to $1 billion in annual revenue. 2. Source: S&P Capital IQ. Constituents as of 1/8/2024. 3. Source: 

NADSAQIR. Total returns are full year 2023. Please see the endnotes for more information. 
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Middle market companies 
account for ~one-third of 
employment and output, 
respectively of the U.S. 
economy.

If these companies were 
their own country, they 
would be roughly the size of 
Germany or Japan.

Middle market

S&P 500

Year-over-year revenue growth1

S&P 500 constituents by market cap2

7 companies (“Magnificent 7”) represent 29% of S&P 500 
market cap.2

In 2023, the Magnificent 7 returned 112%. 3

The broader S&P 500 returned 26%. 3

The S&P 500 Equal Weight returned 12%. 3



Enhanced returns versus public equity, both absolute and risk-adjusted

Power of Private Equity



The basics of buyout private equity.

For Financial Professional Use Only — Not For Distribution to the General Public 14

What is it? How does it make money? Why own it?

Ownership of companies
that are generally

not publicly traded

1. Purchase a company

2. Apply a value creation
or growth playbook

over 4-6 years

3. Sell at a gain

Superior long-term 
appreciation potential with 

less volatility relative to public 
equity investments

Private Company Life Cycle

Largest Segment of 
PE Market1

Venture Growth Buyout Distressed/Special
Situations

Startup Growing Mature Decline/Distress

1. Source: McKinsey Global Private Markets Review 2024. 

There is no guarantee that objectives will be met.



Private equity has historically delivered ~300-500bps of excess return 
over public equity with less realized risk.

For Financial Professional Use Only — Not For Distribution to the General Public

Source: Burgiss, Bloomberg, as of Jan 1, 2024. Private Equity is represented by the Burgiss Buyout Index as buyouts represent the majority of the private equity space and are commonly used as a proxy for the asset 

class over specialty PE sectors such as venture capital, growth or distressed. Past performance is not a guarantee of future results. 

This graph represents the growth of a hypothetical investment of $100,000. It assumes reinvestment of dividends and capital gains, and does not reflect sales loads, redemption fees or the effects of taxes on any capital 

gains and/or distributions. Indexes are not available for direct investment. This is for informational purposes only. This does not reflect the performance or expected

performance of any Ares product. 
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Private equity has generated attractive historical risk-adjusted returns 
relative to public equity.
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Source: Bloomberg, Burgiss. All data March 2001 – December 2023. Private equity is represented by the Burgiss Private Equity Buyout Index and desmoothed using MSCI World returns.

Global small cap is represented by the MSCI World Small Cap gross total return index. Emerging markets represented by the MSCI Emerging Markets gross total return index.

Please see the end notes for index definitions and explanation of desmoothing.

1. Source: Venn. Correlations to desmoothed PE.

Past performance is not an indicator of future returns.

Historical Risk and Return Average Returns

Private Equity 13.4%

S&P 500 8.3%

MSCI World 6.5%

MSCI World Small Cap 7.6%

Beta to MSCI World 0.48

Moderate Correlations to PE1

S&P 500 0.75

MSCI World 0.71

Global Small Cap 0.76

Emerging Markets 0.79

Private Real Estate 0.32

U.S. Aggregate Bonds -0.13
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Private equity has also historically exhibited downside risk mitigation 
vs. public equity.
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Source: Bloomberg, Burgiss, Ares. Private Equity is represented by the Burgiss Buyout Index as buyouts represent the majority of the private equity space and are 

commonly used as a proxy for the asset class over specialty PE sectors such as venture capital, growth or distressed. References to “downside protection” or similar 

language are not guarantees against loss of investment capital or value.

X-axis =measured from the individual peak of each given asst class in order to compare drawdowns and recoveries without delayed timing effects. Peak for PE Buyout 

reached Q2 2008 and regained Q1 2011, peak for MSCI World reached 09/30/2007 and regained on 03/31/2013. Past performance is no guarantee of future results. 

Historically Milder Drawdowns Historically Faster Recovery+

-47%

-43%

-21%
-24%

-31%

-10%

Tech bubble
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Quarters from GFC Peak1

Public equity 
recovery =
22 months

Private equity 
recovery =
11 months

Buyout private 
equity

Public 
equity

Public EquityBuyout private equity
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Tech bubble
Great Financial 

Crisis (GFC) COVID

~50% 
milder 
drawdowns

~50% faster recovery



Historically, outperformance vs. public equity has been driven by a mixture 
of multiple expansions and revenue growth… but that is changing.

For Financial Professional Use Only — Not For Distribution to the General Public

1. Source: Bain 2022 Global Private Equity Report, representing median value creation by year of exit of fully realized global buyout deals with more than $50 million excluding real estate and infrastructure transactions.

Projections and forward looking statements are not reliable indicators of future events and there is no guarantee that such activities will occur as expected or at all. 

2. Source: Bain 2024 Global Private Equity Report. 2023 average hold period for buyout private equity was 6.1 years vs. 3.1 years in 2000,

4.3 years in 2010 and 5.4 years in 2016. 

Illustrative Industry Sources of Returns1 Illustrative Representation of Ares’ View on Go-Forward PE 
Sources of Returns

56%

6%

38%

2016-2021

Revenue Growth

Margin Expansion

Multiple Expansion

Go-Forward

We believe 

revenue growth 
must be the primary driver of 

returns going forward. 
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The average hold period for buyout private equity was 6.1 years in 2023 vs. 3.1 years in 20002.



We believe governance has been a key driver of historical excess 
returns… and will continue to drive differentiated results going forward.

For Financial Professional Use Only — Not For Distribution to the General Public 19

Private Companies Public Companies

• Longer-term metrics

• Transformational change

• Quarterly Wall St. analyst calls

• Smooth earnings growth

• Compensation correlates to returns

• Management incentive plan (MIP)

• Compensation correlates to size

• Restricted Stock Units (RSUs) / Options

• Former company experience preferred

• Industry experience preferred

• Prioritize independence

• Often from outside the industry

• Prioritize board impact and involvement • Sarbanes-Oxley negative incentives

• 1-2 days per week board work • Quarterly board meetings



Yield-centric returns historically comparable to public equity

Power of Private Credit



Private credit refers to loans issued by nonbanks.

Equity

Illustrative Capital Structure (%)

Private Loan Characteristics
• Predominately floating rate

• Strong contractual protections for the lender

• Issued in approximately half the time of public 
loans 

• Liability kept on balance sheet of nonbank issuer

The Basics 

• Private credit is a broad term; largest segment is 
direct lending

• Direct lending refers to a corporate loan, based on 
future expected EBITDA of the borrower, issued by a 
nonbank

• Primarily used to support private equity buyout 
activity (“sponsor backed”)

Leveraged Loans &
IG Corporate

Public Market 
Equivalent

High Yield

(30-50%)

2 Lien (2L) = 
secured

Senior Debt
(35-45%)

Junior Debt
(25-35%) Mezzanine = 

unsecured

1 Lien (1L) = 
secured



Private credit has historically provided equity-like returns. Return 
comes in the form of income at a consistent premium to public loans.

For Financial Professional Use Only — Not For Distribution to the General Public

Annual returns Annual yields

~400bps average premium 
over bank loans9% annual historical return
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Private 
Credit

Bank
Loans

Base rate
(SOFR)

As of December 31, 2023. Private Credit is represented by the Cliffwater Direct Lending Index (“CDLI”). CDLI annualized current yield. Leveraged Loans are represented as Credit Suisse Leveraged Loan Index yield to 
maturity. Risk free rate represented by 3M LIBOR 2005 – Q1 2018 and SOFR thereafter. Average premium over leveraged loans from 12/31/05 – 3/31/24 was 467 bps. Please refer to Endnotes for important 
information and information related to indices. 
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An attractive risk-adjusted return profile and moderate correlation to 
both traditional public fixed income and equity.

For Financial Professional Use Only — Not For Distribution to the General Public

1) All data Oct 2004 – Mar 2024. Private credit is represented by the CDLI Index and includes impact of desmoothing and interpolation. Interpolation proxy is Credit Suisse Leveraged Loan Index. Bank Loans is 
represented by Credit Suisse Leveraged Loan Index. Agg is represented by Bloomberg Barclays US Agg Total Return Index. IG corporate is represented by Bloomberg U.S. Corporate Bond Index. High yield is represented 
by Bloomberg Barclays U.S. Corporate HY Bond Index.  Public debt = Agg. Public equity = S&P 500 Total Return Index.

Historical Risk and Return1 Total Returns During Market Dislocations1
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Historically equity-like absolute returns in the form of tax-advantaged income with low 
correlation to traditional equity and debt

Power of Private Real Estate



Private real 
estate equity

22%

Private real 
estate debt

45%

Public real 
estate equity

13%

Public real 
estate debt

20%

Real estate investment can be in the form of equity or debt.
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Source: Pension Real Estate Association (PREA) “Why Real Estate” as of Q2 2023.
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Each quadrant has different characteristics and 
can have its own role within a portfolio

Composition

~70% private
63% of equity // 70% of debt



Private real estate has historically provided equity-like returns with a 
better risk profile and low correlation relative to public markets.
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Diversification does not assure a profit or protect against market loss. Public equity represented by MSCI World Index. Public fixed income represented by 

Bloomberg US Aggregate Index. Public REITs represented by FTSE-NAREIT All Equity REIT Index. Private real estate represented by NCREIF ODCE Index. 

Calculated using historical returns Oct 2004 – Mar 2024 which was chosen because it is the longest running time series across all asset classes.

Historical risk and return1 Forward-looking capital market assumptions
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Real estate is an important part of the investment portfolio that 
requires careful consideration in how to pass on.
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Efficient wealth transfer requires careful planning

Real estate has 
long been a favored 
asset class for Baby 
Boomers for its control, 
stability, and lack of 
direct connectivity to the 
stock market.

Morgan Stanley
Insights and Outcomes

As of 4Q23, Baby 
Boomers owned over 40% 
of real estate in the U.S. 
market. They will be 
passing on more real 
estate wealth annually 
than any other 
generation.

Federal Reserve
Distribution of Household
Wealth in the US since 1989

Over half of young 
Americans ages 18 to 42 
expect to inherit real 
estate assets. 

USA Today
November 2023
Blueprint Survey

27



Efficient wealth transfer requires careful planning that minimizes tax 
liabilities, while reducing the burdens of active real estate 
management to ensure a smooth intergenerational asset transfer. 

The options listed above are provided for illustrative purposes only and are not exhaustive. Tax laws are subject to change. The discussion of tax aspects contained herein and is based on law presently in effect. 

Nonetheless, Investors should be aware that new administrative, legislative or judicial action could significantly change the tax aspects of an investment in an Interest. Ares and its affiliates do not provide tax advice. 

Individual investors should consult with a tax professional regarding their situation. 
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“Three Ts” Taxes DivisibilityLiquidity

Considerations:

Options:



Opportunity for robust and tax-advantaged risk-adjusted returns relative to public 
markets that outperforms in high rate and inflation regimes

Power of Private Infrastructure



Infrastructure refers to long-lived physical assets that provide an 
essential service to the economy.

For Financial Professional Use Only — Not For Distribution to the General Public 30

Note: Projections and forward-looking statements are not reliable indicators of future events and there is no guarantee that such activities will occur as expected or at all.

1. PPP = Public-Private Partnership

2. LNG = Liquified Natural Gas



Potential benefits are relative downside protection while also offering 
cash-yield and uncorrelated return opportunities.

Note: references to “downside protection” or similar language are not guarantees against loss of investment capital or value.
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Core



Private infrastructure has delivered enhanced diversification through 
robust returns, low volatility, and low correlation to public markets.

For Financial Professional Use Only — Not For Distribution to the General Public

Each data point in upper left graph represents an index. All data points use index returns Oct 2004 – Mar  2024. Appraisal-based valuations may be subject to smoothing bias, in which case appraisal-based volatility may be 

understated. Diversification does not assure a profit or protect against market loss. Public equity = MSCI world index. High Yield = Barclays US High Yield Index. REITs = FTSE NAREIT All Equity REIT Index. Public debt = 

Bloomberg US Aggregate index. Publicly infrastructure = MSCI World Infrastructure Index. Private infrastructure = EDHEC Broad Market Equity Value Weighted Index. 

Please refer to Endnotes for additional information, including index definitions. 

Past trends do not imply, predict or guarantee future results. 

Historical Risk and Return1 Lower correlation to public equity and debt
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Public equity 1.00

Public debt (agg) (0.02) 1.00

Public 
Infrastructure

0.87 0.08 1.00

Private 
Infrastructure

0.55 (0.13) 0.62 1.00
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Private infrastructure has demonstrated strong downside protection 
and inflation protection.

For Financial Professional Use Only — Not For Distribution to the General Public

Past Performance is not a guarantee of future results. As of March 15, 2022. Sources: EDHEC, U.S. Bureau of Labor Statistics. Based on quarterly returns that have been annualized. There are many differences between 

private and public market investments. Publicly traded infrastructure is represented by the S&P Global infrastructure Total Return Index. Private infrastructure is represented by the EDHEC board market unlisted infrastructure 

equity, value-weighted (capped) (USD). This data is for illustrative purposes only.
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Putting private markets into practice



Asset allocation with private markets is a 3-dimensional problem

35

Traditional starting point:

• Public-only asset classes

• Comprised of traditional equity and debt

• Over-concentration in equity risk

Traditional methodology:

• Return and risk: controlled by capital allocation

• Diversification: controlled by including asset 
classes with low correlation to public equity

Private markets can be used to help maintain return while potentially reducing total 
portfolio risk (less volatility) and increasing diversification (less equity risk)

Considerations:

• Less equity capital = less portfolio risk… but also less return

• Less equity capital ≠ reduced equity risk

Return Risk

Diversification



Private markets can offer a risk-return tradeoff that is fundamentally 
more efficient than that of public markets.

Each data point represents an index. Data points use index returns Dec 2004 – Mar 2024, chosen because it is the longest time period across which all indices were available. Appraisal-based valuations may be subject to 

smoothing bias, in which case appraisal-based volatility may be understated. Past trends do not imply, predict or guarantee future results. Please refer to Endnotes for additional information, including index 

definitions. 
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Private market blends below reflect an optimal composition for 
investors allocating at scale (~50%).

Portfolio and factor calculations created through Venn. Analysis period: Oct 2004 – Mar 2024. The hypothetical portfolios above are for information purposes and are not to be construed as a recommendation for any 

specific investor. Financial advisors must carefully consider the risks and other suitability details in determining appropriate investments for their individual clients’ portfolios. Venn is a third-party portfolio construction 

software program utilized by AWMS.
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Even for advisors with clients who are not yet allocating at scale,
these blends can be a useful guide.

Which private market(s) to use should align with portfolio objective.

Private market portfolio

Risk 
Reducing

Growth

Total return 10.0% 10.3%

Volatility 4% 7%

% equity risk ~35% ~65%

% alpha ~45% ~30%

Relative to 60/40 public-only portfolio

Correlation 0.66 0.83

Beta 0.32 0.59

Private 
equity

Private 
credit

Private 
real 
estate

Private 
Infra

Emphasizes 
diversification and 

risk reduction

Emphasizes 
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return



Hypothetical impact of risk reducing private markets (PM) 

Portfolio and factor calculations created through Venn, Portfolio and factor calculations are modeled/based on current client portfolio information as provided to AWMS.

Analysis period: Oct 2004 – Mar 2024.
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Total return 8% 8%

Volatility 12% 10% 8% 7% 5% 4%

Sharpe ratio 0.30 0.35 0.42 0.51 0.66 0.90

Max drawdown -35% -31% -27% -23% -20% -16%

% equity risk 93% 93% 86% 83% 76% 62%

% alpha 2% 2% 2% 4% 8% 16%
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60/40 with risk reducing PM composition

✓ Maintain return

✓ Reduce volatility

✓ Increase efficiency

✓ Reduce drawdown

✓ Increase diversification

✓ Increase alpha

Increasing allocations to a risk-reducing 
blend of private markets may…

maintain return while reducing 
volatility and driving diversification*



Hypothetical impact of private equity

Source: Bloomberg, Burgiss Buyout Index, as of 3/31/2024.  Public equity represented by MSCI ACWI 100% Hedged to USD.  Public fixed income represented by Bloomberg US Aggregate Bond Index.

*Includes impact of desmoothing and interpolation. Interpolation proxy is MSCI World Index. Expected return is based on historical index data.

The portfolio adjustments presented above are hypotheticals and do not constitute portfolio allocation recommendations.  

Past trends do not imply, predict or guarantee future results. Please refer to Endnotes for additional information, including index definitions.
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Risk

Expected 
Return

60/40

A

Return: 7.5%
Volatility: 9%
Sharpe ratio: 0.35

Hypothetical impact of adding 20% private equity to a 60/40 portfolio

B

Return: +110bps
Volatility: +130bps
Sharpe ratio: 17% better

A

B

Fund from 
equity

Fund from 
equity & debt

Private equity vs public equity:

• Expected return is higher (13% vs 8%)

• Volatility* is similar (16% vs 15%)

• Correlation to public debt is similar (~0.0)

• Mainly used to complement public equity

• Focus on higher returns for similar risk

Funding from public equity

Equal funding from public equity 
and fixed income

Return: +90bps
Volatility: similar
Sharpe ratio: 29% better



Hypothetical impact of private credit

Source: Bloomberg, Cliffwater Direct Lending Index, as of 3/31/2024.  Public equity represented by MSCI ACWI 100% Hedged to USD.  Public fixed income represented by Bloomberg US Aggregate Bond Index.

*Includes impact of desmoothing and interpolation. Interpolation proxy is Credit Suisse Leveraged Loan Index. Expected return is based on historical index data.

The portfolio adjustments presented above are hypotheticals and do not constitute portfolio allocation recommendations.  

Past trends do not imply, predict or guarantee future results. Please refer to Endnotes for additional information, including index definitions.
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Risk

Expected 
Return

60/40

B

Return: +90bps
Volatility: similar
Sharpe ratio: 30% better

Hypothetical impact of adding 20% private credit to a 60/40 portfolio

A

Return: similar
Volatility: -440bps
Sharpe ratio: 103% better

C
Return: +70bps
Volatility: -130bps
Sharpe ratio: 43% better

A

B

C

Reduce 
volatility

Increase 
return

Enhance risk-
adjusted return

Private credit vs public equity & debt

• Expected return is similar (or higher) to public equity 
(8-10%)

• Volatility* is similar (or lower) than public debt (3-5%)

• Correlation to public debt is low (0.12); to public equity 
is moderate (0.60)

• Can be used to achieve a variety of client objectives

• Funding source will guide outcome

Reduce volatility = reduce public equity to 25%

Increase return = majority funding from 
public fixed income

Enhance risk-adjusted return = equal 
funding from public equity and fixed income

Return: 7.5%
Volatility: 9%
Sharpe ratio: 0.35



Hypothetical impact of private real estate

Source: Bloomberg, NFI-ODCE Index, as of 3/31/2024.  Public equity represented by MSCI ACWI 100% Hedged to USD.  Public fixed income represented by Bloomberg US Aggregate Bond Index.

*Includes impact of geometric conversion of quarterly returns to monthly. Expected return is based on historical index data.

The portfolio adjustments presented above are hypotheticals and do not constitute portfolio allocation recommendations.  

Past trends do not imply, predict or guarantee future results. Please refer to Endnotes for additional information, including index definitions.

41

Risk

Expected 
Return

60/40

Hypothetical impact of adding 20% private real estate to a 60/40 portfolio

A

Return: -30bps
Volatility: -280bps
Sharpe ratio: 30% better

B
Return: -10bps

Volatility: -140bps
Sharpe ratio: 17% better

Fund from 
equity

Fund from 
equity & debt

A

B

Private real estate vs public equity:

• Expected return is similar (7% vs 8%)

• Volatility* is lower (6% vs 15%)

• Correlation to public debt is lower (-0.14 vs 0.12)

• Mainly used to diversify

• Focus on similar returns for lower risk

Funding from public equity

Equal funding from public equity 
and fixed income

Return: 7.5%
Volatility: 9%
Sharpe ratio: 0.35



Hypothetical impact of private infrastructure

Source: Bloomberg, EDHEC Broad Market Equity Value-Weighted Index, as of 3/31/2024.  Public equity represented by MSCI ACWI 100% Hedged to USD. Public fixed income represented by Bloomberg US Aggregate 

Bond Index. *Includes impact of geometric conversion of quarterly returns to monthly. Expected return is based on historical index data.

The portfolio adjustments presented above are hypotheticals and do not constitute portfolio allocation recommendations.  

Past trends do not imply, predict or guarantee future results. Please refer to Endnotes for additional information, including index definitions.
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Risk

Expected 
Return

60/40

Hypothetical impact of adding 20% private infrastructure to a 60/40 portfolio

A

Return: +40bps
Volatility: -220bps
Sharpe ratio: 50% better

B
Return: +60bps
Volatility: -80bps
Sharpe ratio: 30% better

Fund from 
equity

Fund from 
equity & debt

A

B

Private infrastructure vs public equity:

• Expected return is higher (10% vs 8%)

• Volatility* is lower (9% vs 15%)

• Correlation to public debt is higher (0.28 vs 0.12)

• Mainly used to reduce risk

• Focus on similar returns for lower volatility

Funding from public equity

Equal funding from public equity 
and fixed income

Return: 7.5%
Volatility: 9%
Sharpe ratio: 0.35



Endnotes



Endnotes – Index Definitions

For Financial Professional Use Only — Not For Distribution to the General Public

Bloomberg Barclays US Aggregate Bond Index is a broad base, market capitalization-weighted bond market index representing intermediate term investment grade bonds traded in the United States. Investors 

frequently use the index as a stand-in for measuring the performance of the US bond market.

Bloomberg US Corporate High Yield Index measures the USD-denominated, high yield, fixed-rate corporate bond market.  Securities are classified as high yield if the middle rating of Moody’s, Fitch and S&P is 

Ba1/BB+/BB+ or below.

Burgiss All Buyout a widely-used gauge of private equity. The index includes private equity funds whereby the underlying investments are in mature companies for control of the company. 

Burgiss All Infrastructure tracks the performance of private global infrastructure equity investments in 22 countries for the past 20 years.

Burgiss All Secondaries a widely-used gauge of private equity secondaries. The index includes private equity funds whereby the underlying investments are stakes in primary private equity funds. The primary funds hold 

investments described in the Burgiss Buyout Index.

Cliffwater Direct Lending Index (“CDLI”) is an index of private middle market loans launched in 2015 and reconstructed back to 2004.  It was created to measure private loan performance and better understand its 

investment characteristics.  The CDLI currently covers ~15,600 directly originated middle market loans totaling $337 billion.

Credit Suisse Institutional Leveraged Loan Index (“CSLLI”) is designed to mirror the investable universe of the $US-denominated leveraged loan market. The index inception is January 1992. The index frequency is 

daily, weekly and monthly. New loans are added to the index on their effective date if they qualify according to the following criteria: 1) Loan facilities must be rated “5B” or lower. That is, the highest Moody’s/S&P ratings 

are Baa1/BB+ or Ba1/BBB+. If unrated, the initial spread level must be Libor plus 125 basis points or higher. 2) Only fully-funded term loan facilities are included. 3) The tenor must be at least one year. 4) Issuers must be 

domiciled in developed countries; issuers from developing countries are excluded.

FTSE NAREIT All Equity REITs Index is a free-float adjusted, market capitalization-weighted index of U.S. equity REITs.  Constituents of the index include all tax-qualified REITs with more than 50 percent of total assets 

in qualifying real estate assets other than mortgages secured by real property. 

ICE BofA US Corporate Index tracks the performance of US dollar denominated investment grade rated corporate debt publicly issued in the US domestic market. To qualify for inclusion in the index, securities must have 

an investment grade rating (based on an average of Moody's, S&P, and Fitch) and an investment grade rated country of risk (based on an average of Moody's, S&P, and Fitch foreign currency long term sovereign debt 

ratings). Each security must have greater than 1 year of remaining maturity, a fixed coupon schedule, and a minimum amount outstanding of $250 million. Original issue zero coupon bonds, "global" securities (debt issued 

simultaneously in the eurobond and US domestic bond markets), 144a securities and pay-in-kind securities, including toggle notes, qualify for inclusion in the Index. Callable perpetual securities qualify provided they are at 

least one year from the first call date. Fixed-to-floating rate securities also qualify provided they are callable within the fixed rate period and are at least one year from the last call prior to the date the bond transitions from 

a fixed to a floating rate security. DRD-eligible and defaulted securities are excluded from the Index.

Morningstar LSTA US Leveraged Loan Index is a market-value weighted index designed to measure the performance of the US leveraged loan market.

MSCI World a broad global equity index that represents large and mid-cap equity performance across all 23 developed markets countries. It covers approximately 85% of the free float-adjusted market capitalization in 

each country. 

NCREIF Open-End Diversified Core (ODCE) Index represents private real estate and is an equal-weighted, time-weighted index representing a blended portfolio of institutional-quality real estate reported net of 

management and advisory fees (with the exception of the private real estate income data shown, which is reported gross of management and advisory fees). The term core typically reflects lower risk investment strategies, 

utilizing low leverage and generally represented by equity ownership positions in stable U.S. operating properties. Funds are weighted equally, regardless of size. While funds used in this benchmark have characteristics 

that differ from net asset value REITs (NAV REITs - including differing management fees), ACREM’s management believes that the NCREIF ODCE Index is an appropriate and accepted index for the purpose of 

evaluating returns on investments in NAV REITs. A NAV REIT has the ability to utilize higher leverage than is allowed for the funds in the NCREIF ODCE Index, which could increase a NAV REIT’s volatility relative to the 

NCREIF ODCE Index. 

Russell 2000 a stock market index that measure the performance of the 2,000 smaller companies included in the Russell 3000 Index. Widely-regarded bellwether of the U.S. economy because of its focus on smaller 

companies that focus on the U.S. market. 

S&P 500® a widely-used gauge of large-cap U.S. equities. The index includes 500 of the largest U.S. companies and covers approximately 80% of available market capitalization.

S&P 500® Equal Weight Index (EWI) is the equal-weight version of the widely-used S&P 500. The index includes the same constituents as the capitalization weighted S&P 500, but each company in the S&P 500 EWI is 

allocated a fixed weight - or 0.2% of the index total at each quarterly rebalance.

S&P Global Infrastructure Index tracks 75 companies from around the world chosen to represent the listed infrastructure industry while maintaining liquidity and tradability.  The index includes three distinct infrastructure 

clusters: energy, transportation and utilities. 
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Endnotes – Index Definitions

For Financial Professional Use Only — Not For Distribution to the General Public

MSCI World Small Cap Index captures small cap representation across 23 developed markets countries. With 4,056 constituents, the index covers approximately 14% of the free float-adjusted market capitalization of 
each country. 

MSCI Emerging Markets Index captures large and mid cap representation across 24 emerging markets countries. With 1,330 constituents, the index covers approximately 85% of the free float-adjusted market 
capitalization of each country.

MSCI ACWI Index captures large and mid cap representation across 23 developed market and 24 emerging markets countries. With 2,760 constituents, the index covers approximately 85% of the global investable equity 
set.

Desmoothing and interpolation: The returns of private assets tend to exhibit high autocorrelation, meaning they show a high degree of similarity between data points along the time-series. This would suggest that past 
returns of private assets may predict future returns, which violates the efficient market hypothesis. The goal of both desmoothing and interpolation is to develop what we believe to be a more accurate representation of the 
true risks associated with private assets. Interpolation utilizes a public market proxy to create a daily return stream in order to better reflect the underlying economic risk of assets with infrequent data. Desmoothing 
leverages public market proxies to create a more realistic return stream that decreases autocorrelation. Venn’s belief is this will provide a view that more faithfully reflects the timing and level of true economic risk. 
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