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Investment in a nutshell

Diversified Private Market
(“DPM”) Funds offer a low
governance solution for
investors who want to access
private markets efficiently.

•

Simple solution: Access private market investment
opportunities with low governance e.g. through a
single pooled fund.

•

Illiquidity premium: Potential to generate
additional returns through exposure to less liquid
assets, allowing the funds to benefit from the
illiquidity premium on offer.

•

Diversification: Provides significant diversification
benefits due to low correlation with traditional
asset classes.

•

Active management: Managers have discretion
to invest in the most attractive private market
opportunities they are seeing at a point in time.

•

Attractive risk adjusted returns: Low historical
volatility compared to liquid asset classes.

•

We see DPM as an attractive strategic longterm option for investors. The ongoing economic
disruption caused by the COVID-19 pandemic
has seen significant opportunities within the
underlying asset classes emerge, making it an
attractive time to consider an allocation.

Example asset allocation
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Fund structures
Fund structure varies across different managers, with the
degree of liquidity being the key distinguishing feature.
Typically, products with less liquidity are compensated
accordingly, resulting in higher target returns.
Target Return

Fund structures, liquidity,
and underlying assets vary
across DPM funds, providing
a wide range of risk and
return options, typically
ranging from 6-12% (net IRR).

Daily

Quarterly
Private Markets

Closed-ended

Liquidity

Liquid Strategies

How does it fit within portfolios?
Given the range of funds available, we believe that DPM can
serve a purpose across a wide range of client portfolios.

Private Wealth			
Efficient vehicle to gain exposure
to private market assets, reducing
reliance on traditional asset classes
as a source of return e.g. public
market equities, multi-asset funds.

Defined Contribution 			
Provides members the opportunity to
invest in illiquid asset classes, which we
believe fits with the long time-horizon
many members have and provides
diversification to traditional equity and
bond portfolios.

Small to Medium sized DB Schemes
Investors can access private market
asset classes previously not available
due to size or governance restrictions.

Local Government Pension Schemes
Alternative source of return generation,
providing better risk adjusted returns
at a portfolio level and removes over
reliance on public equities in generating
portfolio returns. These strategies can be
implemented on a segregated basis, if
greater control and flexibility is preferred.
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Considerations
Illiquidity
The asset classes which these funds invest in are
illiquid in nature (e.g. infrastructure, private debt),
however, these funds typically offer liquidity terms
which are not supported by the underlying asset
classes. Investors should be aware of any restrictions
enforced on withdrawing capital, particularly during
times of heightened volatility.

We believe the higher fees
for these products - relative
to traditional asset classes
- are justified based on
the underlying asset class
exposure and enhanced
risk/return characteristics.

Manager skill
Selecting suitable private market investments and
strategically managing asset allocations requires
extensive research and deal sourcing capabilities as
well as an experienced team of professionals, due
to the lack of transparency associated with private
market assets.
Fees
Due to the level of due diligence required across the
various asset classes, the underlying characteristics of
the asset classes and active asset allocation manager
fees are higher than when investing in traditional asset
classes (c.0.75% - 1.50%).
Economic risk
Adverse macroeconomic conditions can affect the
value of investments. As private market assets do not
have an actively quoted price (i.e. assets such as daily
traded equities), there can be a lag before the extent
of any impact becomes apparent.
Track record
12.0%

Returns delivered by DPM
funds have been strong
over recent periods and
significantly outperformed
traditional multi-asset
mandates.
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12 month
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DPM*

7.6%

7.9%

5 year (p.a.)
9.2%

Average multi-asset fund**

1.8%

2.3%

3.3%

Global Equity

9.1%

8.4%

10.9%

Source: Investment mangers, Datastream, Isio calculations
*DPM performance based on Isio’s current “Meets Criteria” manager.
*Past performance is not indicative of future results.
**Average multi-asset fund performance based off of average performance of Isio’s universe of 10 managers.

DPM – Our view
DPM Funds offer an attractive investment
opportunity for investors looking to access a
wide range of private market assets, within a low
governance, efficient structure.
The market for these products has evolved in recent
years, allowing a broader range of investors access
to the opportunity.

This shift has seen the growth of a range of
opportunities which, vary in both liquidity and risk
and return targets.
We encourage any investor who is interested in
discussing this opportunity further to reach out to
their Isio contacts.
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Contact us

Alex Ross 			
Multi-Asset Research
+44 (0)141 739 9138
alex.ross@isio.com
Neil Otty 			
Head of Mutli-Asset Research
+44 (0)113 512 5623
neil.otty@isio.com

Ajith Nair
Head of Research
+44 (0)127 123 6003
ajith.nair@isio.com

The information contained herein is of a general nature and is not intended
to address the circumstances of any particular individual or entity. Although
we endeavour to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received
or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough
examination of the particular situation.
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