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Why Diversify Now
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Purpose Extremes

Last 
decade

The world 
is not the 

same

Diversify

Optimize risk/return

Diversification is an 
important long-term 
investment strategy 

throughout the market 
cycle

The need to diversify 
may not be fully 

appreciated today after 
a decade of strong 

equity returns

Undiversified portfolios 
can perform extremely 

poorly or extremely 
well

But the world as we 
knew it may not be the 

same

Current environment is 
a reasonable time to 

add diversifying 
sources of returns to 

many portfolios. 
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Diversifying Strategies
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➢ Liquid Alternatives

equity like return/low correlation to the equity

long/short, structured credit, systematic macro, event driven, volatility 
arbitrage

➢ Liquid Return-Seeking Fixed Income

high yield debt, bank loans, emerging market debt, securitized 
assets

➢ Open-end Real Assets

core real estate and infrastructure

➢ Illiquid Fixed Income

direct lending and real estate debt

➢ Closed-end Real Assets

non-core real estate, non-core infrastructure, timberland, farmland.
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Inflation protecting assets

Over the long term, all return-seeking assets e.g. public equities should outperform inflation, providing real return and maintain purchasing 
power. Over shorter periods, different investments provide different levels of inflation sensitivities.

Influenced by economic growth, supply 
and demand for the underlying asset.

Historically exhibited a high sensitivity 
to changes in inflation but also have 
significant unrelated volatility.

Commodities

Income stream that is also 
influenced by rate of inflation, 
but with a lag.

Private infrastructure 

Meaningful income stream 
influenced by inflation. Real 
estate investment trusts have 
similar income streams 
influenced by inflation but also 
have public equity like volatility.

Core real estate 

Most closely aligned to capture 
near-term unexpected increases 

in inflation. 

Treasury Inflation-
Protected Securities 

Such as bank loans and direct 

lending also adjust their 

income/coupon quarterly 

based on cash equivalents.

Floating rate 
securities 

Have lower correlation to 
corporate economic activity 

than bank loans.

Floating rate 
securitized assets



Evolution of Private Equity

History
The oldest form of equity. 

Historically available only to 
company founders and their 

friends and family.

Institutionalize 
Significantly institutionalized 
with increase in the number 
of institutional investors and 

dollars flowing in.

Valuations
Valuations in private equity have increased 

meaningfully driven by competition for 
deals, low interest rates with abundant 

debt available for financings, and increased 
capital flow into private equity.Confidence

The industry has increased 
transparency and is trying to 

implement more standardization in 
areas such as reporting and 

disclosure, which has helped bolster 
overall investor confidence.

.

Growth
Began growing as an investment for 
institutions in the 1980s through the 
development of private equity funds 
and the availability of debt to help 

finance company acquisitions.
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The Public vs the Private Equity

Size Ownership Financials Operational 
Focus Value Generated

Public Companies Mature Shareholders Publicly 
Disclosed

Short-term Operational Improvements

Private Companies

Seed 
Stage to 
Mature

Founder, 
Management, 

Select 
employees, 

and Investors

Confidential Long-term Operational Improvements
and Financial Engineering

Value buy
Cost reduction

Change / augment management
Professionalize company

Drive growth 
Market Expansion

New Products 
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Private Equity vs. Public Performance in Recent Recession

Sources: Bloomberg, Thomson One Venture Economics 
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Private Credit – The Market size

$1.1tr 13.5% p.a. SMEs Banks

Growth
$1.1 trillion as of end of 2021

13.5% Return annually over 
the past decade

SMEs
Despite the continued 

growth and adoption of 
private credit, small and 
medium-size enterprises 

(“SMEs”) still face financing 
gaps. 

Banks
Looking to alleviate 
regulatory capital 

requirements, need 
financing solutions, which 
are not being met by the 

public capital markets

Other users
Commercial real estate 
owners, non-qualified 
residential mortgage 

borrowers, consumers, 
collateralized loan obligation 

(“CLO”) managers
9
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Primary Benefits & Risks
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Loan repayment depends on the 
ability of the firm to generate cash 
flows in the future 

Cashflow dependent

Not always collateralized by assets 

Collateral

Borrower may use proceeds for 
unexpected expenses 

Other expenses

High currently 

Income

Loans are typically floating-rate, 
providing some protection against 

rising rates 

Floating

BENEFITS

Senior position in capital structure 
(for senior secured loans) may 

result in lower risk of not getting 
paid back 

Senior

RISKS



Disclaimer

This document and any enclosures or attachments are confidential and proprietary and are prepared on the understanding that it is solely for the benefit of the addressee(s). To protect the confidential and proprietary
information included in this material, unless we provide express prior written consent, no part of this document should be reproduced, distributed, forwarded or communicated to anyone else and, in providing this document, we
do not accept or assume any responsibility or liability whatsoever.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION OF A FINANCIAL PRODUCT OR FINANCIAL SERVICE IN ANY JURISDICTION WHERE, OR TO ANY PERSON TO WHOM, IT WOULD BE UNAUTHORIZED OR UNLAWFUL
TO DO SO. Any such prohibited offer or solicitation is void and AON will disregard any communication received in respect thereof.

This material is provided for informational purposes only and should not be construed as a specific investment recommendation or investment, financial, tax, legal or accounting advice, and should not be used as the basis for any
investment decision. If ratings are presented in these materials, notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of such a rating included herein, it is not always
possible to detect the negligence, fraud, or other misconduct of the organisation being assessed or any weaknesses in that organisation's systems and controls or operations.

This document and any due diligence conducted is based upon information available to us at the date of this document and takes no account of subsequent developments. In preparing this document we may have relied upon
data supplied to us by third parties (including those that are the subject of due diligence) and therefore no warranty or guarantee of accuracy or completeness is provided. We cannot be held accountable for any error, omission or
misrepresentation of any data provided to us by third parties (including those that are the subject of due diligence). We will not undertake to update or review any such information contained in these materials, whether as a
result of new information or any future event or otherwise. This document is not intended by us to form a basis of any decision by any third party to do or omit to do anything. We accept no liability or responsibility for any loss
whatsoever arising from the use of, or reliance on, the information contained herein. Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical analysis and/or other
sources. Any opinion or assumption may contain elements of subjective judgement and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by us of any future performance.
Views are derived from our research process and it should be noted in particular that we cannot research legal, regulatory, administrative or accounting procedures and accordingly make no warranty and accept no responsibility
for consequences arising from relying on this document in this regard. Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis of data and other methodologies and
we may have incorporated their subjective judgement to complement such data as is available. It should be noted that models may change over time and they should not be relied upon to capture future uncertainty or events.

Some of the statements in these materials may contain or be based on forward looking statements, forecasts, estimates, projections, targets, or prognosis (“forward looking statements”), which reflect our current view of future
events, economic developments and financial performance. Such forward looking statements are typically indicated by the use of words which express an estimate, expectation, belief, target or forecast. These forward looking
statements contain no representation or warranty of whatever kind that such future events will occur or that they will occur as described herein, or that such results will be achieved, as the occurrence of these events and any
results are subject to various risks and uncertainties. Actual results may differ substantially from those assumed in the forward looking statements. We will not undertake to update or review the forward looking statements
contained in these materials, whether as a result of new information or any future event or otherwise. Past performance is no guarantee of future results.
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