
The Case For Private Market Alternatives 
The Environment Today
Investors are coming off the third severe market decline of the century, underscoring the importance of preparing portfolios for market 
volatility. The search for diversification is getting harder with traditional allocations to equities and fixed income dependent on market 
movements, and many diversifiers delivering lackluster performance.

A Solution
We believe alternative assets offer a way to lift portfolio returns and to provide diversification with less volatility. However, investors 
must be comfortable with having illiquidity in a portion of their portfolio. Investors should therefore stay disciplined in working with top 
quality managers.

The Potential Advantages of Private Investing

 � Control-oriented investments with f lexibility  
to execute on business plan

 � Not constrained on timing of investments and  
exit opportunities

 � Ability to leverage information f low across public 
and private markets

 � Privately structured transactions allow for potential 
downside protection without upside caps

The Tradeoffs of Private Investing 

 � Tend to be invested in illiquid investments, making 
them harder to exit and price regularly 

 � Often higher fees are associated with private 
investments 

 � More complex in structure than traditional 
investments, with less transparency 

For informational purposes only. Investments in less liquid private market strategies are by nature risky and typically involve a high degree of leverage. The returns indicated 
above are long term and represent well-known asset class indices and are not meant to be predictive of the performance of any particular fund, nor are they meant to suggest 
that all private funds result in positive returns or would avoid loss of principal.

Risk-Return of Various Asset Classes3 
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Extreme Volatility Leaves Deep Scars1 
Number of 3% Daily S&P 500 Moves by Decade

Higher Correlations Leave Nowhere to Hide2 
Correlation of Key Asset Classes with the S&P 500 Index
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Endnotes
1. Morningstar Direct through 12/31/2020. Data covering 2010-2020 spans 1/1/10-12/31/2020.

2. Morningstar Direct through 6/30/2021. The correlations presented are based on the following indices: for International Stocks: MSCI ACWI ex-U.S.; for Investment Grade Bonds: 
Bloomberg Barclays U.S. Aggregate; for High Yield Bonds: Bloomberg Barclays High Yield Corporate; for Public REITS: FTSE NAREIT All Equity REITs; for Commodities: S&P GSCI.

3. Morningstar Direct for the 15-year period ending 3/31/2021. The returns and volatility of the asset classes presented are based on the following indices: for U.S. Stocks, 
S&P 500 Index; for Private Equity: Cambridge Assoc. U.S. Private Equity; for Venture Capital: Cambridge Assoc. U.S. Venture Capital; for Commodities: DJ Commodity; for 
Investment Grade Bonds: Bloomberg Barclays U.S. Aggregate; for Private Real Estate: NCREIF ODCE; for High Yield Bonds: Bloomberg Barclays High Yield Corporate. Past 
performance is not necessarily indicative of future results. There can be no assurance any alternative asset classes will achieve their objectives or avoid significant 
losses. These indices have been selected as generally well-known and widely recognized indices and not as a benchmark for any specific fund. Equity indices include 
reinvestment of dividends.

Important Disclosures
The views expressed in this commentary are the views of Private Wealth Solutions group of The Blackstone Group Inc. (together with its affiliates, “Blackstone”) and do not 
necessarily ref lect the views of Blackstone itself. All information in this commentary is believed to be reliable as of the date on which this commentary was issued, and has been 
obtained from public sources believed to be reliable. No representation or warranty, either express or implied, is provided in relation to the accuracy or completeness of the 
information contained herein.

Investment concepts mentioned in this commentary may be unsuitable for investors depending on their specific investment objectives and financial position. Tax considerations, 
margin requirements, commissions and other transaction costs may significantly affect the economic consequences of any transaction concepts referenced in this commentary 
and should be reviewed carefully with one’s investment and tax advisors. 

This commentary does not constitute an offer to sell any securities or the solicitation of an offer to purchase any securities. This commentary discusses broad market, industry 
or sector trends, or other general economic, market or political conditions and has not been provided in a fiduciary capacity under ERISA and should not be construed as 
research, legal, tax or investment advice, or any investment recommendation. Past performance is not necessarily indicative of future performance.

Blackstone Securities Partners L.P. (“BSP”) is a broker-dealer whose purpose is to distribute Blackstone managed or affiliated products. BSP provides services to its Blackstone 
affiliates, not to investors in its funds, strategies or other products. BSP does not make any recommendation regarding, and will not monitor, any investment. As such, when 
BSP presents an investment strategy or product to an investor, BSP does not collect the information necessary to determine—and BSP does not engage in a determination 
regarding—whether an investment in the strategy or product is in the best interests of, or is suitable for, the investor. You should exercise your own judgment and/or consult with 
a professional advisor to determine whether it is advisable for you to invest in any Blackstone strategy or product. Please note that BSP may not provide the kinds of financial 
services that you might expect from another financial intermediary, such as overseeing any brokerage or similar account. For financial advice relating to an investment in any 
Blackstone strategy or product, contact your own professional advisor.

Blackstone Securities Partners L.P., a subsidiary of The Blackstone Group Inc. (“Blackstone”) through which Blackstone conducts its capital markets business 
and certain of its fund marketing and distribution, member FINR A

Alternative, Private MarketsTraditional, Public Markets

For illustrative purposes only. There is no assurance that an allocation to alternatives would yield higher returns or protect capital. Please consult your own third-party advisors 
before making any investment decisions based on this information.

Alternatives as a Complement to Traditional Investments
Alternatives include an array of assets, strategies, and structures which can be viewed as an extension to public market investments.

 � Large, Mid, Small Cap

 � Growth / Value

 � International, Emerging Market

 � Long / Short Equity

 � Venture Capital / Private Equity (LBO)

 � Global PE Secondaries

 � Treasuries

 � Investment Grade

 � High Yield

 � Emerging Market Debt

 � Senior Loans / BDCs

 � Event-Driven Credit

 � Commercial RE Debt

 � Mezzanine & Distressed Debt

 � Traded REITs

 � Long-Only Commodities 

 � Private Real Estate

 � Managed Futures / CTAs

 � Private Energy Investments
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