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Key investment themes for Wealth Managers

U.S. policy could further deepen economic divergence

Regional Diversification in a Tripolar World

Rising Allocation to Private Markets

Total Portfolio Approach for Wealth Managers
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“Long America” in multi-asset portfolios

MSCI Global Fixed Income and Global Equity weights based on either USD-denominated debt or U.S. capitalization. Private asset weights based on MSCI Private Capital Solutions indexes. 

In many ways, U.S. exposure has become the default allocation 
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U.S. policy could further 
deepen economic 
divergence
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Long-End Yields Reprice Fiscal Risk as Gold Climbs

6

• Long-term bond yields hit multi-year highs despite rate cuts, driven by fiscal risks, heavy issuance, and inflation 
uncertainty, with U.S., Europe, UK, and Japan showing sharp yield curve back-end moves.

• Gold defied negative yield sensitivity, rising with long-term yields for geopolitical and fiscal-risk hedging, as yield-curve 
steepening enhanced its appeal as a risk-hedging diversifying asset. 

MSCI Research. Left chart: Sample period: Mar 1, 2005, to Sep 25, 2025, based on MSCI Sovereign Bond 10Y+ indexes yield-to-maturity. Right chart: Sample period: Mar 1, 2005, to Sep 25, 2025, based on MSCI Gold Futures Index 
returns and change in slope of the yield curve (MSCI US Government Bond 10Y+ Index – MSCI US Government Bond 7-10Y Index).

Long-term yields have risen to multi-year highs across major markets Gold rises with yield curve steepening

   

   

   

   

   

   

 
 
 
 
 
  
 
 
 
  
  
  
  
 
 

 

 

 

 

 

 

 
 
  

 
 
 
  
 
 
 
  
  
  
  
 
 

 

 

 

 

 

 

 
  
 
 
 
  
 
 
 
  
  
  
  
 
 

                    

 

 

 

 

 

 
 
  
 
 
 
  
  
  
  
 
 

                    
 

 

 

 

 

 

 
 
  
 
 
 
 
  
 
 
 
  
  
  
  
 
 

                    

 

 

 

 

 
 
 
  
 
 
 
  
  
  
  
 
 

                     

                                                

   

   

   

  

 

 

  

  

 
 
  
  

 
 
  
  
  
 
  
  
  
 
 

                     

https://www.msci.com/research-and-insights/blog-post/long-end-yields-reprice-fiscal-risk-as-gold-climbs
https://www.msci.com/research-and-insights/blog-post/long-end-yields-reprice-fiscal-risk-as-gold-climbs
https://www.msci.com/research-and-insights/blog-post/long-end-yields-reprice-fiscal-risk-as-gold-climbs
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The Price of US Exceptionalism

7

• Since the GFC, U.S. large caps drove widening profitability and productivity, doubling sales per employee, accelerating 
R&D, and sustaining higher profit shares versus ex-U.S. markets, consistent with the “superstar firm” effect.

• Since the GFC, U.S. firms - especially large caps in tech and health care - sustain extraordinary growth phases longer 
than ex-U.S. peers, extending survivorship and supporting the persistent U.S. PEG premium.

MSCI Research. Left chart: Index level return on equity as of Jan 2009 and Aug 2025 and is based on MSCI Fundamental Data Methodology. Right chart: Using the same top-tercile sales-growth definition, we measure the half-life of 
each firm’s high-growth spell (from entry until exit). The half-life is the median spell length within each region–size bucket. Periods are from Jan 1997 through Dec 2008 and Jan 2009 through Aug 2025.

U.S. firms widened their profitability post-GFC, notably in large caps High growth phases lengthened in the U.S. post-GFC
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Tripolar world

8

• Regional betas now cluster into clearer U.S., Europe and EM camps than in 2010 — a shift that restores global-
diversification benefits lost right after the GFC.

• Country nuances: Canada’s links pull it nearer the U.S./Europe; China stands out as distinctly EM; Japan, Australia and 
Saudi Arabia still span all three regions.

MSCI Global Equity Factor Model is used to estimate each country’s beta to three regions (U.S., Europe, EM. Betas are as of December 31, 2009, and June 30, 2025, respectively. The sum of the three betas is normalized to one, and 
a country’s location in the plot reflects the proportion of its overall beta allocated to each of the three regions.
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Rising Allocation to 
Private Markets
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Interest in Private Markets is growing…

→Private investments offer potential income streams with lower correlations 
to the public equity and bond markets

→These markets can be very opaque, with less visibility into investment 
opportunities and much lower liquidity

→Institutional investors have long been active in Private Markets, but Wealth 
Managers and Family offices are now starting to take an interest

→Across all geographic regions, HNW investors and wealth managers are 
looking to increase their exposure to Private Assets

1 – ‘Emerging Trends in Wealth Management’, MSCI Wealth January 2025

Over 80%

Percentage of wealth managers globally 
expecting to increase allocations to 
private markets over the next three years1

Plans to increase allocations over the next 3 years

10



Information Classification: GENERAL

… But so are the questions

11

→Wealth managers are trying to learn about Private 
Markets at the same time they are fielding questions 
from their clients:

→Basic Questions might include:

→What are the different types of strategy?

→‘What sort of return could I expect?’

→‘Can I get my money back if I need it?’

→‘I’m hearing a lot about Private Credit, how is 
that different?

Barriers to Increasing Allocations
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Fund Strategies and Return Distributions

12

→Private Equity divided into two strategies: Venture Capital and Buyout. Venture Capital strategies invest in early-stage and 
high-growth startups, while Buyouts involve acquiring control of mature, cash-generating companies.

→Private Credit is divided into Senior, Mezzanine and Distressed strategies, largely reflecting the strategies for public debt

Source: MSCI Private Capital Universe; as of December 31, 2024, Data for funds with vintage year 2010 to 2019

→Historical Distribution of Return by Fund Strategy:
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Private Markets: Timeframes

13

→Investors in Private Markets refer to the ‘J-curve’ to 
understand cashflows from their investments

→Private investments typically involve capital drawdowns 
initially, with investments beginning to mature after a few 
years

→As products are developed, companies restructured, or 
loans repaid, net cash flows flatten out and the pace of 
distributions start to overtake that of investments

→On average, Credit funds have historically reached a 
breakeven point after about 7 years, and Equity funds have 
reached their breakeven point after 9 years

The ‘J-Curve’: Cumulative Net Cashflows by Year
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Total Portfolio 
Approach for Wealth 
Managers
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Factors provide a common lens to understand behavior

Note: Portfolio risk is estimated using the MSCI MAC Factor Model, which addresses the limitations of historical return based risk-estimation methodologies, particularly for private markets.

15

→Factor models helps identify a set of common factors 
that explain portfolio risk and return

→MAC model breaks risk down into common factors and 
security specific risk

→Factors are estimated from time series data from 
financial markets
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Identifying common drivers of risk and return

Historical performance of the World PERT Index, the PE Fund Index (net of fees), and the World IMI. The World PERT Index and World IMI are indexes of liquid, publicly listed equities, shown as gross total return in USD. The PE Fund Index reflects the net-of-fees aggregate performance of 
private-equity funds in the MSCI Private Capital Universe and is not investable or directly replicable.

16

→ Factors like interest rates, 
inflation, country or industry are 
broad economic exposures that 
are universal across public 
equity, fixed income, private 
equity and real estate

→ The MSCI World Private Equity 
Return Tracker shows how part 
of Global PE’s outperformance 
was due to sector and regional 
exposures, in addition to 
fundamental characteristics of 
underlying portfolio companies

Historical Performance of the MSCI World Private Equity Return Tracker Index vs global private equity 
and global public equities



Information Classification: GENERAL

Correlation Matrix for Total Portfolio Allocation 

Note: Portfolio risk is estimated using the MSCI MAC Factor Model, which addresses the limitations of historical return based risk-estimation methodologies, particularly for private markets.

17

Low-to-moderate correlations 
between private and public 
markets

→ Mid- and large-cap U.S. 
stocks show high correlations 
with U.S. small-cap stocks

→ Private credit has some 
overlap with high yield and 
investment grade credit but 
lower correlations with other 
asset classes

→ Private equity has moderate 
correlation with public equity 

Correlation Matrix of Markets in the Investment Universe
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The Strategic Role of Private Assets

Note: Portfolio risk is estimated using the MSCI MAC Factor Model, which addresses the limitations of historical return based risk-estimation methodologies, particularly for private markets.

18

Including private markets in the 
investment universe expands 
the efficient frontier of risk-
adjusted returns, but at the 
cost of:

→ Increased illiquidity

→ Valuation complexity

→ Challenges in performance 
Benchmarking

Efficient frontiers corresponding to different private-market exposures



Information Classification: GENERAL

Constructing the diversifying portfolio

Note: Portfolio risk is estimated using the MSCI MAC Factor Model, which addresses the limitations of historical returnbased risk-estimation methodologies, particularly for private markets.

19

The diversifying portfolio is built with a deep 
understanding of the risk factors and 
economic exposures present in the core 
holdings.

→ Modeling the core private holdings

→ Complement existing core private-asset 
exposure
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Practitioner’s View on 
Integrating Private 
Assets in Wealth 
Management
Hassan Suffyan | 
Head of Wealth Segment, EMEA & APAC
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The Portfolio Management Journey: A Recap

21

€ Medium Risk 
Parent Model

€ Medium Risk 
SAA

21
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The Benchmark Blindspot

22

Most Strategic Asset Allocations (SAAs) today primarily benchmark against public market assets. This creates a "blind 
spot" where private asset allocations are often seen as tactical deviations rather than core strategic components, which in 
turn consumes precious tracking error budget and forces short-term decision making.

Evolving benchmarks to include these critical asset classes is key to making private markets a core part of investment 
strategy.

“If it's not in the benchmark, it's a deviation”

Traditional Benchmark-Driven SAA

• Public Equity

• Bonds

Theoretical Enhanced SAA

• Public Equity

• Bonds

• Private Equity

• Private Credit

• Real Assets

• Infrastructure
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Portfolio

Pathways to Private Market Exposure: A Recap

23

Fund Raising Investment

Frequent capital 
contributions & retrieval Distributions Distributions Distributions

Lockup Period
2-4 Years

Open to 
Redemptions

Portfolio

Fund Raising Investment

Single, large capital 
contribution at the start

Distributions

Committed Lock Up 
(10 years)

Distributions Distributions

Evergreen

LP / Close Ended
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Manager Research & Selection: LPs vs. Evergreens

24

LP Funds (Closed-End)

Due Diligence Focus

Manager selection drives most dispersion — high impact from team skill, deal flow, and vintage.

Complexity

Requires deep analysis of historical fund performance, cashflow modeling, and IRR vs PME benchmarking.

Transparency

Limited interim reporting; NAVs updated quarterly; valuations lag market cycles.

Access

Often restricted to institutional or UHNW clients; illiquidity demands long-term commitment.

Research Implication

Requires bespoke frameworks to assess manager persistence and strategy consistency.

Evergreen Funds (Open-Ended)

Due Diligence Focus

Blend of public and private exposure — performance influenced by liquidity sleeve and valuation policy.

Complexity
Ongoing monitoring required for subscription/redemption terms, pricing methodology, and rebalancing 
mechanics.

Transparency

Higher frequency reporting (monthly/quarterly) but more model-based NAVs.

Access

Designed for wealth clients; scalable, but dispersion is narrower.

Research Implication

Requires adaptation of traditional peer group analysis to hybrid structures.

Summary: LPs require deep qualitative research and vintage-level analysis; Evergreens demand continuous oversight and risk calibration.

The structure you choose dictates the type of research required. LPs are all about manager skill, dispersion, and timing. Evergreens are about process discipline, liquidity management, 
and governance. Both need robust frameworks — but very different ones.
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The Real-World Challenge of Model Portfolios: Combining 
Public and Private Markets

25

Model Design

Integrating Public & Private Markets

• Different valuation frequencies, benchmarks, 

and factor data.

• Correlation estimation and backtesting for 

private exposures.

Insight: Factor-based frameworks enable 

consistent modeling of risk and return.

Advisor Implementation

Turning the Model into Advice

• Managing capital calls vs. rebalancing cycles.

• Translating model performance into relatable 

client language.

• Product access and regulatory suitability.

Insight: Advisors need tools to align liquidity, 

timing, and communication.

Client Portfolio Delivery

Delivering Outcomes to Clients

• Vintage dispersion — clients in “same” 

strategy, different outcomes.

• Reporting private + public assets in one 

coherent view.

• Behavioral coaching through long, illiquid 

cycles.

Insight: Education and lifecycle management 

matter as much as allocation.

“Building a model is relatively straight-forward. Implementing it across hundreds of clients with liquidity, timing, 
and transparency constraints — that’s where the complexity lives.”
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The Partnership Imperative: Enabling Integration Across the 
Wealth Ecosystem

26

Embedding private assets across the entire portfolio management lifecycle requires a concerted effort. 
No single entity can achieve this integration alone; it demands robust collaboration.

Client
Continuous partnership 

across the lifecycle

Asset Managers
Strategy design and product 

innovation

MSCI
Data, analytics and private 

capital indexes

True integration in wealth management requires collaboration — clients at the center, advisors bridging relationships, and partners such as 
Asset Managers developing client friendly strategies, Vendors enabling data, transparency, and Platforms enabling access.

Ecosystem Partners
Vendors, Asset Managers, Tech & 
Platforms, Custodians, Regulators.

Wealth Mangers & Advisors
Translate goals into portfolios; 

align advice, suitability, risk 
and client preferences.

Client / Investor
Goals, risk preferences, time 
horizon, ESG values.
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Integration into Existing Frameworks is Key

27

→ Integration means private assets need to ‘talk’ to your public portfolio — through shared risk, liquidity, and ESG 
lenses.

• Existing holdings
• Liquidity of assets

Current assets

• Risk appetite and tolerance
• Liquidity preferences
• Growth expectation
• Income requirements
• ESG Preferences

Client Criteria

• Capital Market Assumptions
• Scenarios

Market Views

→ Integrated view of all assets in 
one framework

→Assessing the impact of 
introducing private allocations to 
the portfolio

→Diversifying allocations 
designed around locked-in 
private exposures

→Efficient frontier analysis

Total Portfolio Approach

→ Private & Public Indexes
→ Private & Public Risk Models
→ Portfolio Optimization
→ Scenario & Stress Testing
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https://www.msci.com/index-regulation
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About Us

29

About MSCI Inc.
MSCI (NYSE: MSCI Inc.) strengthens global markets by connecting participants across the financial ecosystem 
with a common language. Our research-based data, analytics and indexes, supported by advanced technology, 
set standards for global investors and help our clients understand risks and opportunities so they can make better 
decisions and unlock innovation. We serve asset managers and owners, private-market sponsors and investors, 
hedge funds, wealth managers, banks, insurers and corporates.
To learn more, please visit www.msci.com

The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s 
website at: https://www.msci.com/index-regulation.

http://www.msci.com/
https://www.msci.com/index-regulation
https://www.msci.com/index-regulation
https://www.msci.com/index-regulation
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Notice and Disclaimer
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The data, data feeds, databases, reports, text, graphs, charts, images, videos, recordings, models, metrics, analytics, indexes, ratings, scores, 
cases, estimates, assessments, software, websites, products, services and other information and materials contained herein or delivered in 
connection with this notice (collectively, the “Information”) are copyrighted, trade secrets (when not publicly available), trademarks and 
proprietary property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), MSCI’s licensors, direct or indirect suppliers and authorized sources, 
and/or any third party contributing to the Information (collectively, with MSCI, the “Information Providers”). All rights in the Information are 
reserved by MSCI and its Information Providers and user(s) shall not, nor assist others to, challenge or assert any rights in the Information. 

Unless you contact MSCI and receive its prior written permission, you must NOT use the Information, directly or indirectly, in whole or in part (i) 
for commercial purposes, (ii) in a manner that competes with MSCI or impacts its ability to commercialize the Information or its services, (iii) to 
provide a service to a third party, (iv) to permit a third party to directly or indirectly access, use or resell the Information, (v) to redistribute or 
resell the Information in any form, (vi) to include the Information in any materials for public dissemination such as fund factsheets, market 
presentations, prospectuses, and investor information documents (e.g. KIIDs or KIDs), (vii) to create or as a component of any financial 
products, whether listed or traded over the counter or on a private placement basis or otherwise, (viii) to create any indexes, ratings or other 
data products, including in derivative works combined with other indexes or data or as a policy, product or performance benchmarks for active, 
passive or other financial products, (ix) to populate a database, or (x) to train, use as an input to, or otherwise in connection with any artificial 
intelligence, machine learning, large language models or similar technologies except as licensed and expressly authorized under MSCI’s AI 
Contracting Supplement at https://www.msci.com/legal/supplemental-terms-for-client-use-of-artificial-intelligence. 

The intellectual property rights of MSCI and its Information Providers may not be misappropriated or used in a competitive manner through the 
use of third-party data or financial products linked to the Information, including by using an MSCI index-linked future or option in a competing 
third-party index to provide an exposure to the underlying MSCI index or by using an MSCI index-linked ETF to create a financial product  that 
provides an exposure to the underlying MSCI index without obtaining a license from MSCI.

The user or recipient of the Information assumes the entire risk of any use it may make, permit or cause to be made of the Information. NONE 
OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE 
INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY 
APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING ANY IMPLIED 
WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, SUITABILITY, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY 
AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION. Without limiting any of the foregoing and to 
the maximum extent permitted by applicable law, in no event shall MSCI or any other Information Provider have any liability arising out of or 
relating to any of the Information, including for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages, 
even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be 
excluded or limited.

The Information, including index construction, ratings, historical data, or analysis, is not a prediction or guarantee of future performance, and 
must not be relied upon as such. Past performance is not indicative of future results. The Information may contain back tested data. Back-
tested performance based on back-tested data is not actual performance but is hypothetical. There are frequently material differences 
between back tested performance results and actual results subsequently achieved by any investment strategy. The Information may include 
“Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from calculations using historical 
data. Signals are inherently backward-looking because of their use of historical data, and they are inherently inaccurate, not intended to predict 
the future and must not be relied upon as such. The relevance, correlations and accuracy of Signals frequently change materially over time. 

The Information may include data relating to indicative prices, evaluated pricing or other information based on estimates or evaluations 
(collectively, “Evaluations”) that are not current and do not reflect real-time traded prices. No evaluation method, including those used by the 
Information Providers, may consistently generate evaluations or estimates that correspond to actual “traded” prices of any relevant securities 
or other assets. Evaluations are subject to change at any time without notice and without any duty to update or inform you, may not reflect 
prices at which actual transactions or collateral calls may occur or have occurred. The market price of securities, financial instruments, and 
other assets can be determined only if and when executed in the market. There may be no, or may not have been any, secondary trading 
market for the relevant securities, financial instruments or other assets. Private capital, equity, credit and other assets and their prices may be 
assessed infrequently, may not be priced on a secondary market, and shall not be relied upon as an explicit or implicit valuation of a particular 
instrument. Any reliance on fair value estimates and non-market inputs introduces potential biases and subjectivity. Internal Rate of Return 
metrics are not fully representative without full disclosure of fund cash flows, assumptions, and time horizons.

The Information does not constitute, and must not be relied upon as, investment advice, credit ratings, or proxy advisory or voting services. 
None of the Information Providers, their products or services, are fiduciaries or make any recommendation, endorsement, or approval of any 
investment decision or asset allocation. Likewise, the Information does not represent an offer to sell, a solicitation to buy, or an endorsement of 
any security, financial product, instrument, investment vehicle, or trading strategy, whether or not linked to or in any way based on any MSCI 
index, rating, subcomponent, or other Information (collectively, “Linked Investments”).The Information should not be relied on and is not a 
substitute for the skill, judgment and experience of any user when making investment and other business decisions. MSCI is not responsible 
for any user’s compliance with applicable laws and regulations. All Information is impersonal, not tailored to the needs of any person, entity or 
group of persons, not objectively verifiable in every respect, and may not be based on information that is important to any user.

It is not possible to invest in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available 
through third party investable instruments (if any) based on that index. MSCI makes no assurance that any Linked Investments will accurately 
track index performance or provide positive investment returns. Index returns do not represent results of actual trading of investible 
assets/securities. MSCI maintains and calculates indexes but does not manage assets. The calculation of indexes and index returns may 
deviate from the stated methodology. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase 
securities underlying the index or Linked Investments. The imposition of these fees and charges would cause the performance of a Linked 
Investment to be different than the MSCI index performance.

Information provided by MSCI Solutions LLC and certain related entities (“MSCI Solutions”), including materials utilized in MSCI sustainability 
and climate products, have not been submitted to, nor received approval from any regulatory body. MSCI sustainability and climate offerings, 
research and data are produced by, and ratings are solely the opinion of MSCI Solutions. MSCI India Domestic ESG Ratings are produced by 
MSCI ESG Ratings and Research Private Limited and offered domestically in India. Other MSCI products and services may utilize information 
from MSCI Solutions, Barra LLC or other affiliates. More information can be found in the relevant methodologies on www.msci.com. MSCI 
Indexes are administered by MSCI Limited (UK) and MSCI Deutschland GmbH. No regulated use of any MSCI private real assets indexes in 
any jurisdiction is permitted without MSCI’s express written authorization. The process for applying for MSCI’s express written authorization 
can be found at: https://www.msci.com/index-regulation.

MSCI receives compensation in connection with licensing its indexes and other Information to third parties.  MSCI Inc.’s revenue includes fees 
based on assets in Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations sect ion of msci.com. 
Issuers mentioned in MSCI Solutions materials or their affiliates may purchase research or other products or services from one or more MSCI 
affiliates, manage financial products such as mutual funds or ETFs rated by MSCI Solutions or its affiliates or are based on MSCI Indexes. 
Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of 
the relevant index methodologies. Constituents in MSCI Inc. equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI. MSCI 
Solutions has taken steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its research and ratings.

MIFID2/MIFIR notice: MSCI Solutions does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it 
deal on its own account, provide execution services for others or manage client accounts. No MSCI product or service supports, promotes or 
is intended to support or promote any such activity. MSCI Solutions is an independent provider of sustainability and climate data. All use of 
indicative prices for carbon credits must comply with any rules specified by MSCI. All transactions in carbon credits must be traded “over-the-
counter” (i.e. not on a regulated market, trading venue or platform that performs a similar function to a trading venue) and result in physical 
delivery of the carbon credits.

You may not remove, alter, or obscure any attribution to MSCI or notices or disclaimers that apply to the Information. MSCI, Barra, RiskMetrics, 
and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the 
United States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of 
MSCI and S&P Dow Jones Indices. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Dow Jones Indices. 
Terms such as including, includes, for example, such as and similar terms used herein are without limitation.

MSCI and its Information Providers may use automated technologies and artificial intelligence to help generate content and output 
incorporated in the Information.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at: 
https://www.msci.com/privacy-pledge. For copyright infringement claims contact us at dmca@msci.com. This notice is governed by the laws 
of the State of New York without regard to conflict of laws principles.
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