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Private Assets Outperform
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Asset class returns through December 31, 2023, are now available and show the benefits
of private alternatives to long-term investors. An equal weight of private alternative
asset classes produced a return 4% per year higher than an equal weight of
traditional public asset classes (excluding cash) covering a period just short of 20
years.! Over the most recent 10-year period, private alternative asset classes produced a
return 5% higher than public asset class returns.

Exhibit 1 displays return and risk for seven traditional public asset classes and four private asset classes
considered “alternative” by most investors.? The September 2004 start date was selected because it is the
earliest date returns for all four private asset classes are available. The red and blue plotted lines represent
the best fit risk-adjusted return line for the public and private asset classes, respectively.

Exhibit 1: Long-Term Asset Class Performance (Sep 2004 to Dec 2023)
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Exhibit 2 displays a similar portrayal but covering just the last 10 years. A few outspoken investment
professionals?® have pushed the “convergence narrative” that benefits from private assets, if they existed in
the past, are now arbitraged away, leaving just higher investment costs with little or no excess return.

" Returns for the Cliffwater Direct Lending Index (aka CDLI) begin September 31, 2004.

2 Returns for private equity and global infrastructure are from Cambridge Associates which maintains the largest and
longest databases. Equity real estate returns come from NCREIF, the largest and longest database for institutional
real estate.

3 See, for example, Richard M. Ennis, Have Alternative Investments Helped or Hurt? Journal of Investing, Jan 2024.
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Exhibit 2 shows just the opposite, that returns from private assets have exceeded those for public asset
classes even during a recent period of relatively strong public markets.

Exhibit 2: 10-Year Asset Class Performance (Dec 2013 to Dec 2023)
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Exhibits 1 and 2 look strikingly similar, contradicting the convergence narrative. In fact, the excess return
from private alternatives was higher over the last 10 years compared to the approximately 20-year period.

Predicting the future is humbling at best. But if studying the pa
allocations to private alternatives should be a meaningful part
investors.
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st is at all useful, and we think it is, then
of an overall portfolio mix for long-term

Stephen Nesbitt, CEO
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Disclosures

The views expressed in this presentation are the views of Cliffwater. The material contained herein is confidential. This
presentation is not intended for public use or distribution. It may not be copied, transmitted, given, or disclosed to any
person other than your authorized representatives. This presentation is not an advertisement, is being distributed for
informational and discussion purposes only, should not be considered investment advice, and should not be construed
as an offer or solicitation of an offer for the purchase or sale of any security. The information and opinions presented in
this presentation should not be construed as any advice from Cliffwater as to any legal, tax, investment or other matter.
This presentation is not meant to be, nor shall it be construed as, an attempt to define all information that may be
material to an investor. The information herein does not take into account any investor's particular investment
objectives, strategies, tax status or investment horizon.

The information in this presentation is not intended as a recommendation to invest in any particular asset class or
strategy or as a promise of future performance. References to future returns are not promises or even estimates of
actual returns a client portfolio may achieve.

Statements that are nonfactual in nature, including opinions, projections and estimates, assume certain economic
conditions and industry developments and constitute only current opinions that are subject to change without notice.
Further, all information, including opinions and facts, expressed herein are current as of the date appearing in this
presentation and is subject to change without notice. Unless otherwise indicated, dates indicated by the name of a
month and a year are end of month.

All third party information has been obtained from sources believed to be reliable but its accuracy is not guaranteed.
The information herein may include inaccuracies or typographical errors. Due to various factors, including the inherent
possibility of human or mechanical error, the accuracy, completeness, timeliness and correct sequencing of such
information and the results obtained from its use are not guaranteed by Cliffwater. No representation, warranty, or
undertaking, express or implied, is given as to the accuracy or completeness of the information or opinions contained
in this presentation. Cliffwater shall not be responsible for investment decisions, damages, or other losses resulting
from the use of the information herein.

There can be no assurance that any expected rate of return, risk, or yield will be achieved. Rate of return, risk, and
yield expectations are subjective determinations by Cliffwater based on a variety of factors, including, among other
things, investment strategy, prior performance of similar strategies, and market conditions. Expected rate of return,
risk, and yield may be based upon assumptions regarding future events and conditions that prove to be inaccurate.
Expected rate of return, risk, and yield should not be relied upon as an indication of future performance and should not
form the primary basis for an investment decision. No representation or assurance is made that the expected rate of
return, risk, or yield will be achieved.

This presentation may include sample or pro forma performance. Such information is presented for illustrative purposes
only and is based on various assumptions, not all of which are described herein. Such assumptions, data, or projections
may have a material impact on the returns shown. Nothing contained in this presentation is, or shall be relied upon as,
a representation as to past or future performance, and no assurance, promise, or representation can be made as to
actual returns. Past performance is not indicative of future returns, which may vary. Future returns are not guaranteed,
and a loss of principal may occur.

References to market or composite indices, benchmarks or other measures of relative market performance over a
specified period of time (each, an “index”) are provided for information only. Reference to an index does not imply that
a portfolio will achieve returns, volatility or other results similar to the index. The composition of an index may not reflect
the manner in which a portfolio is constructed in relation to expected or achieved returns, portfolio guidelines,
restrictions, sectors, correlations, concentrations, volatility or tracking error targets, all of which are subject to change
over time. Investors cannot invest directly in indices and, unlike an account managed by Cliffwater, an index is
unmanaged. Cliffwater is a service mark of Cliffwater LLC.

THE MORNINGSTAR ENTITIES AND LSTA DO NOT GUARANTEE THE ACCURACY AND/OR THE

COMPLETENESS OF ANY DATA INCLUDED HEREIN AND HAVE NO LIABILITY FOR ANY ERRORS,
OMISSIONS, OR INTERRUPTIONS THEREIN. THE MORNINGSTAR ENTITIES AND LSTA MAKE NO
WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY CLIFFWATER LLC,
OWNERS, OR ANY OTHER PERSON OR ENTITY FROM THE USE OF LLC OR ANY DATA INCLUDED
THEREIN. THE MORNINGSTAR ENTITIES AND LSTA MAKE NO EXPRESS OR IMPLIED
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WARRANTIES, AND EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE OR USE WITH RESPECT TO CLIFFWATER LLC OR ANY
DATA INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL
THE MORNINGSTAR ENTITIES OR LSTA HAVE ANY LIABILITY FOR ANY SPECIAL, PUNITIVE,
INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF
THE POSSIBILITY OF SUCH DAMAGES.

The MSCI ACWI captures large and mid cap representation across 23 Developed Markets (DM)
and 24 Emerging Markets (EM) countries.

https://www.msci.com/documents/10199/8d97d244-4685-4200-a24c-3e2942e3adeb
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