
Once a staple investment allocation, the traditional balanced portfolio of shares and bonds has

had some challenges in delivering positive returns in today's market environment. Institutional

investors, such as superannuation funds and endowments have been investing in alternatives

for many years and it is a rapidly growing asset class in the global investing landscape.

Individual investors are now looking to alternative asset classes to help diversify their portfolios

and improve the probability of meeting their long-term objectives.

What are alternative assets?

Alternatives cover a broad range of asset types, which can include almost anything that does

not fit into traditional, market-traded equity and bond securities. These include assets such as

real estate, infrastructure, shares in private companies, private loans and debt, as well as

alternative trading strategies, such as hedge funds and absolute return funds. 

Why invest? 

Each of these sub-categories can have very different risk and return drivers to each other as well

as to traditional equities and bonds. By including an allocation to these asset classes, the

diversification benefit can improve the expected risk-adjusted returns of the portfolio as a

whole.  
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It is important to note that these asset classes are less liquid and more complex than traditional

equities and bonds. Whilst it’s expected to generate additional returns or better risk outcomes

for investors; the illiquid and private nature of many alternative assets generally suit investors

with a longer investment time horizon. 

We consider them appropriate for investors with a minimum investment horizon of five years

and recommend a moderate portfolio allocation of 5-20% depending on the investment

objectives of the portfolio. 

Not all alternatives are the same

For most investors, a diversified allocation covering a wide range of alternatives can lead to

better outcomes over the longer term. Illiquid or private assets mean that investment managers

can take advantage of inefficiency or less transparent asset prices to generate more skill-based,

idiosyncratic returns. Conservative or more cash-flow based valuations can provide more

portfolio stability and less sentiment driven ‘noise’ compared to the daily ‘mark-to-market’ price

returns in equity and bond markets. Alternative trading strategies can generate returns, even

when markets are declining in value, by selling stocks ‘short’ or using other types of derivative

instruments. Overall, these assets and funds can contribute to better returns, reduce volatility

and build in more downside risk protection for portfolios.

How do I invest? 

At Perpetual Private, we segment alternative investments into two categories: growth

alternatives and income alternatives. Growth alternatives are strategies that focus on capital

growth, rather than income, and typically include private equity strategies, listed/unlisted

infrastructure, opportunistic property, absolute return funds and other more niche investment

strategies. Income alternatives aim to provide investors with stable cash flows over time. These

strategies include specialist credit funds that provide direct lending to growing companies or

secured against real assets, as well as other more niche strategies such as health care royalties,

direct property and insurance.

The right mix and allocation of alternatives will vary, and the benefits of these asset classes also

come with a different set of risks to consider which may not be suitable for all investors. We

therefore recommend you speak to a financial adviser prior to investing. 

Why Perpetual Private? 

Given the significant scope in complexity, style and geography of the alternative asset class, a

specialist skill set is required to successfully navigate the opportunity set. At Perpetual Private

we have been managing two built-for-purpose alternatives portfolios for our clients for nearly 15

years. Managed by seven dedicated investment staff, with over 100 years of combined

investment experience, our fund-of-funds vehicles provide a truly diversified exposure to

alternatives through world-class investment managers across geographies, strategies, styles,
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and vintages, ensuring our clients capture the full array of benefits afforded by alternative

investments. 
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Take your first step - contact us on 1800 631

381

Learn more about how you can diversify your portfolio and improve the probability of meeting

your long-term financial objectives with alternative investments. Call us on 1800 631 381 or fill in

the form below.
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Get in touch

Perpetual Private advice and services are provided by Perpetual Trustee Company Limited (PTCo) ABN 42

000 001 007, AFSL 236643. This information was prepared by PTCo and Perpetual Investment Management

Limited (PIML) ABN 1800 866 535, AFSL 234426 and is used by PTCo. It contains general information only

and is not intended to provide you with financial advice or take into account your objectives, financial situation

or needs. You should consider, with a financial adviser, whether the information is suitable for your

circumstances. To the extent permitted by law, no liability is accepted for any loss or damage as a result of any

reliance on this information. The information is believed to be accurate at the time of compilation and is

provided in good faith. PTCo do not warrant the accuracy or completeness of any information contributed by a

third party. Any views expressed in this article are opinions of the author at the time of writing and do not

constitute a recommendation to act. This information, including any assumptions and conclusions is not

intended to be a comprehensive statement of relevant practise or law that is often complex and can change.

No company in the Perpetual Group (Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees

the performance of any fund or the return of an investor’s capital. Past performance is not indicative of future

performance.
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