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Alternative investments:
Bevond traditional
stocks and bonds

KUWAIT: Individual and institutional investors are
familiar with traditional assels like stocks and bonds,
which have long been the comerstone of investment
strategies. These assels are well-established, easily ac-
cessible, highly regulated, relatively liquid, and have an
extensive historical track-record that investors often
rely on.

Alternative investments, on the other hand, refer to
non-traditional investments that are not publicly traded
on an exchange. They are unconstrained strategies or
assels that invest in both public and private markets,
providing an altractive source of alpha, income, and di-
versification that would complement traditional stocks
and bonds investments.

Alternative stralegies encompass a broad range
of investment vehicles, such as private equily, private
credit, hedge funds, real estate, and infrastructure.
These investments can present appealing opportunities
and deliver substantial diversification advantages to a
portfolio.

Traditional vs. alternative investments

NBK
Wealth

between a borrower and a non-bank lender. This
strategy involves providing debt financing to com-
panies, often in L1I11‘ form of direct loans, with the
goal of generating attractive risk-adjusted returns
through interest payments, and potential for profit
upon loan repayment or exil.

*+ Hedge funds are private, unconstrained investment
wvehicles that utilize both long and short positions,
often with leverage. A long position involves buying
an assel in anlicipation of price appreciation, while
ashort pasition profits from a price decline.

+ Real estate a mulli-faceted assel class, with in-
vestors typically gaining exposure through public
markets via Real Estate Investment Trusts (REITs)

listed on exchanges or through private markels via

direct investments or funds.

Characteristic Traditional Investments
Liquidity ° gw liquid, easily traded with minimal
Structure o Publicly traded on exchange platforms
Accessibility o Easily accessible to retail investors
aton o Highly requlated by government
Regul agencies and financial bodies.
Investment o Varles, depending on asset class and
Horizon investor objectives.

Alternative Investments

o Often illiquid, with higher fees due to
complexity, active management, and
longer investment horizons.

o Private investment vehicles that invest in
assets in both private and public
markets

o Primarily accessible to institutional
investors or UHNWI'), depending on the
structure and strategy

o Less regulated, with fewer disclosure
requirements.

o Typically long-term, focusing on growth
potential over extended periods.

() LN — LAt il et-Wartly Fafeolads

Types of alternalives
There is a wide range ol allernalive assel classes,
each with their own benefits, risks, and characteristics:
+ Privale equity is an allernalive assel class thal in-
volves invesling in companies that are not publicly
traded on stock exchanges. This investment strat-
egy includes pooling investors” capital in a fund
structure to invest in privale companies with the
goal of enhancing their value and realizing profits
upon exit.
+ Private credit refers to privately negotiated loans

+  Infrastructure is an altemative assel class focused
on investing in physical assels that provide essen-
lial services Lo sociely such as water utilities, power
networks, airports, and public transportation sys-
lems.

Finding the right mix of alternatives
Alternative investments are key to enhancing port-
folio performance, boosting returns, reducing volatility,
and providing diversification beyond traditional stocks
and honds. It is important, however, to understand the
specifics of each alternative asset class and find the

right mix as each has its own characteristic and can
serve a different role in a portfolio.

The appropriate amount of allocation will depend
on several factors, including the investors investment
objectives, the size of any existing allocation to al-
ternatives, time horizon, and risk tolerance. Given the
broad spectrum of allernalive assel classes, each with
ils unique benefits and risks, it's important not Lo Lreat
them as a single portfolio building block. Investors
should collaborate with experienced financial advisors
to find the right altemative strategy or blend of strate-
gies that meets their portfolio needs.

Benefits and considerations

Altemative investments can offer significant diver-
sification benefits, thus reducing volatility and overall
portfolio risk when combined with traditional asset
classes. They also provide potential for superior re-
turns, and grant access Lo investment opportunities.
Assels like real estate and infrastructure hedge against
inflation, while private debl generates steady income.
Hedge funds offer diversification through varied strat-
egies, and privale equity offers high growth potential
with investmenls in privale companies, often yielding
subslantial long-term returns,

However, allemalive investmenls come with risks.
They tend Lo be illiquid, locking up capital for extend-
ed periods, and their valuations can be difficult due to
limited data, requiring thorough due diligence. These
investments ako often require substantial capital com-
mitments, making them more accessible Lo institutional
investors or high-net-worth individual. Additionally,
they typically have higher fees due lo aclive manage-
menl and specialized stralegies.

The future of alternatives

The alternative assels industry has experienced ro-
bust growth in recent years. With dry powder (capital
raised bul yel to be deploved) reaching record highs,
the sector is positioned for continued expansion. Inves-
tors interest in alternatives increased over lime as they
seek higher returns, diversification, and in some cases
protection against inflation. This growing demand un-
derscores the increasingly prominent role that altema-
live assels play ininvestors’ portfolios.

Key takeaways

+ Unlocking the power of alternatives: Altemative
investments offer valuable diversification benefits
and the potential for higher returns. However, they
come with challenges such as limited liquidity and
higher fees compared Lo traditional assets.

+ Access o investment opportunities: Allernalive in-
vestmenls are key in enhancing portfolio risk-ad-
justed returns by providing access lo investment
opportunities that are nol typically available in
public markets, allowing investors Lo diversify be-
vond traditional stodks and bonds.

+ Guiding your investments: Collahorating with expe-
rienced financial advisors is essential when select-
ing the right mix of altemative stralegies. Allocating
Lo allemalives requires a thorough understanding
of the underlying assels and careful consideration
of an investor's ohjectives, time horizon, and risk
tolerance.

+ The Muture of allemative assets: The altemative
assels industry is sel for continued growth as in-
veslors increasingly seek higher retums, betler di-
versification, and, in some cases, prolection against
inflation.

20-04-2025
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Private equity targets growth in non-public companies

Iternative investments offer portfolio
iversification beyond stocks & honds

By NBK Wealth

Indivldual and institutional investors are familiar
with traditional assets like stocks and bonds, which
have long been the cornerstone of investment strate-
gies, These assets are well-established, easily acces-
sible, highly regulated. relatively liquid, and have an
extensive historical track-recond that investors often
rely on.

Alternative investments, on the other hand, refer
to non-traditional investments that are not publicly
traded on an exchange. They are unconstrained strat-
egies or assets that invest in both public and private
markets, providing an atiractive source of alpha,
income, and diversification that would complement
traditional stocks and bonds investments,

Alternative strategies encompass a broad range of
investment vehicles, such as private equity, privite
credit, hedge funds, real estate, and infrastructure.
These investments can present appealing opportuni-
ties and deliver substantial diversification advantages
to a portfolio.

Types of alternatives

There is a wide range of altemative asset classes,
each with their own benefits, risks, and characteris-
tics:

B Private equity: is an alternative asset class that
involves investing in companies that are not publicly
traded on stock exchanges. This investment strategy
includes pooling investors” capital in a fund structure
to invest in private companies with the goal of en-
hancing their value and realizing profits upon exit.

W Private credit: refers to privately negotiated loans
between a borrower and a non-bank lender. This
strategy involves providing debt financing to compa-
nies, often in the form of direct loans, with the goal
of generating attractive risk-adjusted returns through
interest payments, and potential for profit upon loan
repayment or exit.

B Hedge funds: are private, unconstrained invest-
ment vehicles that utilize both long and short posi-
tions, often with leverage. A long position involves
buying an asset in anticipation of price appreciation,
while a short position profits from a price decline.

W Real estate: a multi-faceted asset class, with in-
vestors tvpically gaining exposure through public
markets via Real Estate Investment Trusts (REITs)
listed on exchanges or through private markets via
direct investments or funds.

B Infrastructure: is an alternative asset class fo-
cused on investing in physical assets that provide
essential services to society such as water utilities,
power networks, airports, andpublic transportation
systems.

Finding the right mix of alternatives

Alternative investments are kev toenhancing port-
folio performance, boosting returns, reducing volatil-
ity, and providing diversification beyond traditional
stocks and bonds. It is important, however, to under-
stand the specifics of each alternative asset class and
find the right mix as each has its own characteristic
and ean serve a different role in a portfolio.

The appropnate amount of allocation will depend
on several factors, including theinvestors investment
objectives, the size of any existing allocation to alter-
natives, time horizon, and risk tolerance.

Given the broad spectrum of alternative asset
classes, each with its unigue benefits and risks, it’s
important not to treat them as a single portfolio build-
ing block. Investors should collaborate with experi-
enced financial advisors to find the night alternative
strategy or blend of strategies that meets their port-

Traditional vs. alternative investments

7 LRNIAT = e HpA et Mo fincihizlisln

Characteristic Traditional Investments

il i 1]
Liquidity Highly liquid, easily traded with minimal

fees,
Structure + Publicly traded on exchange platforms
Accessibility Easily accessible to retall investors
5 Highly regulated by government

Regiaticn agencies and financial bodies.
Investment + Varies, depending on asset class and
Horizon investor objectives.

Alternative Investments

Often illiquid, with higher fees due to
complexity, active management, and
longer investment horizons,

Private investment vehicles that invest in
assets [n both private and public
markets

Primarily accessible to institutional
Investars or ULHNWIL", depending on the
structure and strategy

Less regulated, with fewer disclosure
requirements,

Typically long-term, focusing on growth
potential over extended periods.

NBK
Wealth

NBK Wealth logo.

folio needs.

Benefits and considerations

Alternative investments can offer significant di-
versification benefits, thus reducing volatility and
overall portfolio risk when combined with traditional
asset classes. They also provide potential for superior
returns, and grant access to investmentopportuni-
ties. Assets like real estate and infrastructure hedge
against inflation, while private debt generates steady
income. Hedge funds offer diversification through
varied strategies, and private equity offers high
growth potential with investments in private compa-
nies, often yielding substantial long-term returns.

However, alternative investments come with risks.
They tend to be illiquid, locking up capital for ex-
tended periods, and their valuations can be difficult
due to limited data, requiring thorough due diligence.
These investments also often require substantial cap-
ital commitments, making them mome accessible to
institutional investors or high-net-worth individoals.
Additionally, they typically have higher fees due to
active management and specialized strategies.

The future of alternatives

The alternative assets industry has experienced ro-
bust growth in recent vears. With dry powder (capital
raised but yet to be deployed) reaching record highs,
the sector is positioned for continued expansion. In-
vestors interest in alternatives increased over time as
they seek higher returns, diversification, and in some
cases protection against inflation. This growing de-
mand underscores the increasingly prominent role
that alternative assets play in investors® portfolios.

Key takeaways
B Unlocking the power of alternatives: Altemative
investments offer valuable diversification benefits
and the potential for higher returns. However, they
come with challenges such as limited liquidity and
higher fees compared to traditional assets.
W Access to investment opportunities: Altemative
investments are key in enhancing portfolio risk-ad-
Justed retrns by providing access to investment op-
portunities that are not typically available in public
markets, allowing investors to diversify beyond tra-
ditional stocks and bonds,
B Guiding your investments: Collaborating with
experienced financial advisors is essential when se-
lecting the right mix of alternative strategies. Allocat-
ing to alternatives requires a thorough understanding
of the underlying assets and careful consideration of
an investor's objectives, time horizon, and risk toler-
ance.
B The future of alternative assets: The alternative
assets industry is set for continued growth as investors
increasingly seek higher retms, better diversification,
andl, in some cases, protection against inflation
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