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BACKDROP

The tariff policy escalations at the start of Q2 2025 by the current administration have
shaken global markets and raised uncertainty to historically high levels. The resulting
policies negatively impacted liquidity, while the decline in equity and fixed income
markets also led to the denominator effect in asset allocators’ portfolio. The ever-
changing narrative on tariffs has been front and center, effectively diminishing some of
the tailwinds (lower interest rates, deregulation, improved activity) behind private
markets, and exacerbating existing difficulties. As a result, inflation is anticipated to
increase while the magnitude and pacing of interest rate cuts in the United States have
become less clear, leading markets to price in slower growth. Moreover, the current
administration's unprecedented focus on nonprofit and educational institutions' tax-
exempt status has increased the demand for liquidity in an already challenging
environment. Nonetheless, dislocations have occurred throughout history and are unlikely
to cease in the future. A component of expected returns in private markets includes the
liquidity premium, which we believe still holds for long-term investors. As such, we
recommend staying the course and continuing to diversify private market allocations
across vintage years and other areas of opportunity across private asset classes.

PRIVATE EQUITY

In 2024, private equity saw valuation multiples rebound; this recovery is likely due to the
valuation premiums typically warranted from high-quality companies exiting the market.
We may begin to see valuations level off as lesser-quality companies with lower
transaction premiums begin to exit, leading to pricing compression. The uncertainty
brought on by tariffs will likely place exits and, in turn, distributions, which provide
liquidity to limited partners (LPs), back under focus as exits become muted. In response,
there has been a recent uptick in continuation vehicles, a structure in private equity where
the general partner (GP) transfers one or more assets from an existing fund into a newly
created vehicle to extend the holding period. Other mechanisms that offer LPs liquidity,
such as NAV loans (debt secured by underlying investments) and secondaries (GP/LPs
selling their investments/fund interest), have also increased. Moreover, uncertainty has
kept some capital allocators on the sidelines, leading to a tougher fundraising
environment now relative to prior years.
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While the current environment for private equity appears to have more headwinds than
before, there is a silver lining when it comes to opportunities. Such is the case with the
secondaries market, where today's liquidity demand and supply imbalance could lead to
attractive opportunities for acquiring quality companies at a discount. Additionally, we
continue to favor lower middle market buyouts, where smaller companies are
domestically oriented (better insulated from tariff impacts) and at lower relative valuations
compared to large private companies. Elsewhere, growth equity and co-investment
opportunities could also be areas of interest, as the former has no need for borrowing,
making it less sensitive to the higher-for-longer interest rate environment, and the latter
typically has lower expenses due to the absence of management fees.

PRIVATE CREDIT

Within private credit, tariff-related uncertainty has yet to fully translate into fundamental
insights due to lagging reported data within private markets. In 2024, the Cliffwater Direct
Lending Index (CDLI) credit losses ended at 0.69%, well below the 20-year historical level
of 1.01% and we continue to see strong interest coverage ratios and lower leverage.
Furthermore, according to Cliffwater, observed unrealized loan write-downs during times
of severe stress (2008, 2015, and 2020) have historically exceeded subsequent realized
losses and, unless defaulted, typically reversed when principal was fully paid. If history is
a guide, private credit remains relatively attractive compared to public risk assets based
on principal protection, income generation, and inflation protection components.

Despite extreme uncertainty, potential for further slowdown, and lower deal activity levels,
the maturity and growth of the private credit market has provided a high level of certainty
on loan execution, meeting borrower demand. Thus, we continue to see areas of
opportunity that may warrant further investigation within this asset class and favor a
diversified (geographic/sub asset class) private credit exposure to complement the
existing middle market direct lending allocation. Further, a focus on balance sheet quality,
strong covenants and documentation, and limited exposure to paid-in-kind instruments
is desired.

PRIVATE INFRASTRUCTURE

Private infrastructure remains a compelling opportunity backed by strong secular demand
and megatrends over the long term. Infrastructure is a bi-partisan issue with a meaningful
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gap where private capital can fill the void. Cutting through the recent noise regarding a
slowdown in digital infrastructure spending, tariff uncertainties, and climate rhetoric from
the current administration, the fundamental demand for this asset class remains intact.
The long-term trends for the Al theme in power, data centers, and critical input materials,
coupled with society's critical need for infrastructure improvement and development,
remains supportive of this asset class.

CONCLUSION

Overall, we acknowledge the current headwinds in private markets and the challenges of
navigating a highly uncertain and fast-moving environment. We remain committed to
monitoring the ever-changing dynamics across private assets and, despite the noise,
continue to see attractive opportunities across this market. While we expect elevated
volatility in the near term, we believe investors will continue to benefit in the long run by
maintaining a diversified asset allocation that includes private markets.

AUTHORS

Jas Chen, CFA Matt Kukla
Senior Analyst Senior Analyst



syntrinsic Pt o

An QMR Company April 2025

DISCLAIMERS

Investment advisory services provided by IMA Advisory Services, Inc., (IMAAS), doing business as
Syntrinsic. IMAAS is a federally registered investment adviser under the Investment Advisers Act of
1940 (CRD #112091). Registration as an investment adviser does not imply a certain level of skill or
training. IMAAS is also a registered insurance agency. The oral and written communications of an
adviser provide you with information about which you determine to hire or retain an adviser. IMAAS
Form ADV Part 2A and Form CRS can be obtained by visiting: https.//adviserinfo.sec.gov and search
for our firm name. Neither the information nor any opinion expressed is to be construed as

solicitation to buy or sell a security of personalized investment, tax, or legal advice.

Information in this presentation regarding Syntrinsic’s clients and assets under advisement is solely
attributable to the Syntrinsic Business unit of IMAAS. For complete information regarding IMAAS,
please see our Form ADV Part 1 and Brochures.

A copy of Syntrinsic's current written disclosure statement discussing advisory services and fees
remains available for review upon request. Different types of investments involve varying degrees of
risk, and there can be no assurance that the future performance of any specific investment or
investment strategy will be profitable. Consult your investment, tax and legal advisors before making
investments. Syntrinsic does not provide tax or legal advice.

The information in this document is not intended as a recommendation to invest in any particular
asset class or strategy or as a promise of future performance. The opinions expressed in this
document are the combined work of Syntrinsic’s Investment Committee. Our research comes from a
multitude of sources, but any opinions expressed are our own.

Given the complex nature of risk-reward trade-offs involved in portfolio construction, we advise
clients to consult with financial professionals on specific investment-related decisions. References to
future returns are not promises or even estimates of actual returns a client portfolio may achieve. In
addition, past performance is not a guarantee of future results.

Assumptions, opinions, and estimates are provided for illustrative purposes only and are subject to
significant limitations. Expected return estimates are subject to uncertainty and error. Expected
returns for each asset class can be conditional on economic scenarios to which actual returns could
be significantly higher or lower than forecasted. They should not be solely relied upon as
recommendations to buy or sell securities.

Forecasts of financial market trends that are based on current market conditions constitute our
Jjudgment and are subject to change without notice. We believe the information provided here is
reliable, but do not warrant its accuracy or completeness.
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