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Why Forfeiting the llliquidity Premium May Not be the Safe Choice

Avoidance is safe but expensive. Forfeiting the illiquidity premium has a real cost.

Many advisors default to liquid-only portfolios, viewing illiquidity as pure risk. But avoiding alternatives entirely
carries its own cost - one that compounds quietly over decades. The illiquidity premium exists because most capital
is structurally impatient. Investors who can tolerate lock-ups are compensated for doing so. For accumulation-phase
clients with stable income, the opportunity cost of avoidance may exceed the risks of thoughtful illiquid allocation.

THE COST IN NUMBERS

150-300bps $1M+ 1.3-1.5x

Estimated annual illiquidity Cumulative return gap Multiple-on-invested-capital
premium across private over 20 years on a $3M advantage of top-quartile
markets portfolio at 200bps PE vs public equities

WHAT AVOIDANCE ACTUALLY LOOKS LIKE

_ Liquid-Only Portfolio With 20% llliquid Allocation

Expected Return (annualized) 6.0-7.0% 7.5-9.0%
Downside Capture (equity 85 - 100% 55-75%

declines)

Inflation Sensitivity Low to Moderate Moderate to High
Diversification Benefit Limited (correlated assets) Material (low correlation)
Cash Yield from Holdings Dividends + coupons only Lease income, distributions,

interest payments

Source: Omnigence Asset Management. lllustrative ranges based on representative portfolio assumptions.

THE REAL RISK ISN'T ILLIQUIDITY - IT'S MISSED COMPOUNDING

A 200bps annual return differential - conservative for well-constructed alternatives allocations - compounds to a
49% cumulative advantage over 20 years. For a $5M portfolio, that is roughly $2.4M in additional terminal wealth.
The cost is not dramatic in any single year. It is invisible until it isn't.

I Farmland delivers near-zero equity correlation and demonstrated inflation sensitivity.

I Private equity in the lower middle market generates operational alpha through consolidation, not leverage -
with monthly distributions.

The question is not whether your clients can afford illiquidity. It is whether they can afford to miss the

premium entirely.
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DISCLAIMER

Our reports, including this paper, express our opinions which have been based, in part, upon generally available public in-
formation and research as well as upon inferences and deductions made through our due diligence, research and analytical
process. The information contained in this paper includes information from, or data derived from, public third-party sources
including industry publications, reports and research papers. Although this third-party information and data is believed to
be reliable, neither Omnigence Asset Management nor its agents (collectively “Omnigence”) have independently verified the
accuracy, currency or completeness of any of the information and data contained in this paper which is derived from such third
party sources and, therefore, there is no assurance or guarantee as to the accuracy or completeness of such included informa-
tion and data. Omnigence and its agents hereby disclaim any liability whatsoever in respect of any third-party information or
data, and the results derived from our utilization of that data in our analysis. While we have a good-faith belief in the accuracy
of what we write, all such information is presented “as is,” without warranty of any kind, whether express or implied. The use
made of the information and conclusions set forth in this paper is solely at the risk of the user of this information. This paper
is intended only as general information presented for the convenience of the reader and should not in any way be construed
as investment or other advice whatsoever. Omnigence is not registered as an investment dealer or advisor in any jurisdiction
and this report does not represent investment advice of any kind. The reader should seek the advice of relevant professionals
(including a registered investment professional) before making any investment decisions. The opinions and views expressed in
this paper are subject to change or modification without notice, and Omnigence does not undertake to update or supplement
this or any other of its reports or papers as a result of a change in opinion stated herein or otherwise.



