


Portable Alpha in Private Markets

Portable alpha separates the return source (alpha) from the market exposure (beta) and transports the excess
return onto a different risk base. In private markets, the mechanic runs as follows: a portfolio holds PE or private
credit to generate illiquidity and complexity premia, then overlays liquid derivatives — equity index futures, rate
swaps, or credit default swaps — to re-shape the net factor exposure without selling the underlying positions. The
result is private market alpha running on a different beta than the one embedded in the fund itself. For institutional
portfolios and the most sophisticated RIA books, this unlocks a structural improvement in risk-adjusted outcomes
that neither asset class can achieve independently.

3-5% 0.3-0.5 ~15bp 0.6-0.8

Estimated illiquidity Typical PE-to-S&P Cost to overlay Sharpe improvement
premium in LMM PE beta (lagged NAV S&P futures hedge typicalin portable
vs. public equity measurement) (annualized, est.) alpha structures

THE MECHANIC: SEPARATING ALPHA FROM BETA
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The most underappreciated risk in private markets is notilliquidity — it is hidden beta. Reported PE NAVs smooth
valuations quarterly, understating true market sensitivity by roughly 2x. The portable alpha overlay corrects this:
short equity index futures against the PE position strips out the embedded public market beta, leaving a cleaner
return stream driven by operational improvement, covenant protection, and complexity premium. The overlay cost
(12-85bps depending on instrument) is almost always less than the fee savings forgone in a drawdown fund
structure. Implementation requires ISDA documentation, sufficient collateral, and a manager willing to hold
derivatives alongside private positions.

Sources: Ilmanen et al., 'Demystifying Illiquid Assets,' AQR (2020); Ang, Papanikolaou & Westerfield, 'Portfolio Choice with Illiquid Assets,’
Management Science (2014); Preqin Private Equity Returns Database 2024; CAIA Association Portable Alpha in Alternatives (2023); Bloomberg
derivatives cost estimates; Sharpe ratios are simulated/illustrative and not guaranteed.
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DISCLAIMER

Ourreports, including this paper, express our opinions which have been based, in part, upon generally available public information 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 information 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.
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