


Alternative investments, once
considered niche, have now
become essential components of
sophisticated portfolios. High-
net-worth (HNW) investors are
increasingly turning to alternative
assets to diversify their holdings,
enhance returns and gain access
to exclusive opportunities. For
wealth advisers, understanding
and effectively implementing
alternative investment strategies
is no longer optional - it is a
necessity.




Key report
insights

@) of advisers are recommending
o alternatives to their clients.

O of HNW investors with alternatives
(@) are likely to furtherinvest in

alternatives in the next 12 months.

O of global AUM will be invested in

-l 5 /c) alternative assets by the end of 2025
with family offices and institutions
leading adoption.

O of HNWs invest in venture capital and
(@) hedge funds, making it their leading

alternative investment choice.

HNW clients are twice as likely to
X invest in alternative asset classes.”

Source CoreData Alternative Investor Survey March 2025. *Source: Praemium/Investment Trends HNW Investor Report 2024



From niche to
necessity

In partnership with CoreData, we surveyed

both advisers andinvestors on their use of
alternative investments, and the findings show
that the asset classis quickly transitioning

from niche to necessity, reshaping the wealth
managementlandscape. 22% of HNW investors
have already integrated alternative assetsinto
their portfolios, with each holding an average of
2.8 different alternative asset types.

The allocation of alternatives varies widely.
30% of investors dedicate 36%-50% of their

portfolios to alternatives, and 15% commit more
than 50%.
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However, advisers are lagging, with 41%
reporting that alternatives make up less

than 20% of their total client assets under
management (AUM). Still, adoptionisincreasing
- 67% of advisers actively recommend
alternative investments, a sharp rise from 40%
five years ago'and 69% of HNW-focused
advisersview alternative assets as essential for
future alpha generation.?

HNW investors’ demand for alternative
investmentsis only likely to grow over the
comingyears. The youngerdemographic

is showing the most willingness toinvestin

the asset class, presenting advisers with the
opportunity to grow their HNW client base and
attract the next generation of clients.

While perceived barriers and challenges

are often curbing advisers fromhaving a
conversation on alternatives with their clients,
with therightinformation, client education
support and platform partner, these hurdles can
be overcome.

This can free advisers to craft a tailored
portfolio aligned with the investors’ unique
goals andrisk profiles, enhance client
engagement and create the collaborative
adviser/client partnership HNWs are
increasingly seeking.

1's

of HNW advisers view
alternative assets as
essential for future alpha
generation.?

This document has been created for financial advisers for general information purposes only.
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Motivations beyond traditional
returns

The driving forces behind this shift to alternative
assets are multifaceted and nuanced. Portfolio
diversification stands as the primary motivation,
with 58% of investors seeking risk-adjusted
returns beyond traditional asset classes.

However, the storyis farmore complex.
Investors are increasingly drawn to exclusive
opportunities (43%), tax efficiency (40%), and
exposure to innovative projects (40%).

Venture capital, hedge funds, and private debt
have become the new frontline of sophisticated
investment strategies. Venture capital and
hedge fundslead the pack,with 45% of HNW
investors holding these assets, followed closely
by private debt at 40% and private equity at
35%.

Advisersrecognise the need tointegrate
alternatives toremain competitive, with many
expanding their expertisein private equity,
hedge funds, venture capital, and private debt.
Notably, 61% of HNW investors prefer private
investments, while 48% look to managed
funds and ETFs as a way to access alternative
strategies with liquidity benefits. Advisers
who failto engage with these asset classes
risklosing relevance, as next-generation
investorsincreasingly expect customised and
sophisticated portfolio construction.

1Source: CoreData/Praemium The Hunt for Alpha Research August 2024

2 Source: CoreData/Praemium The Future of Private Wealth October2024
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of HNW investors hold venture capital and
hedge fundsin their portfolios.

61%

of HNW investors opt for private
investments whilst 48% look to managed
funds and ETFs to access alternatives with
liquidity benefits.
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of investors dedicate 36-50% of their
portfolios to alternatives.




Engaged and
informed

Ourresearch revealed another compelling trend: HNW individuals
who incorporate alternative investments into their portfolios tend to
exhibit greater engagement, are significantly more connected with
their advisers, and have a thirst for seeking out information about

opportunities.

Alternative investments foster deeper client-
adviserrelationships, as they require more
active engagement and expertise. 56% of
alternative investment clients maintain ongoing
relationships with their advisers, compared to
just 36% of traditional investors.® This signals that
clientswhoinvestin alternatives see the value of
professional guidance and customised portfolio
strategies.

HNW investors who hold alternatives and work
with an adviserare wellversedin their options,
with 81% familiar with the range of alternative
investment options available. This level of
familiarity is also likely to instil confidence in
future allocation to the asset class, with 85%
reporting they are likely to invest furtherin
alternatives over the next 12 months - with 25%
statingit was very likely they would further their
investmentin alternatives.

However, advisers must compete forinfluence
-only 50% of investorsrely ontheir adviser as
their primary source of alternative investment
insights, while 43% turn to peer networks and
38% attendindustry events. This demonstrates
thatinvestors areincreasingly self-educating
and networking to gaininsightsinto alternatives,
requiring advisers to be proactive in delivering
value-addedinsights andresearch.

Despite advisers being the primary information
source, 55% of non-alternative investors still cite
knowledge gaps as their main barrier to investing
in alternatives, representing an opportunity to
bridge the knowledge gap effectively.

Clients who have an ongoingrelationship
with a financial adviser

HNW Alts
Investor

HNW Non-Alts
Investor

HNW Alts
Investor

Level of engagementininvesting activities

Highly
@ Reasonably
@ Minimally

HNW Non-

AltsInvestor

3CoreData Alternative Asset Research April 2024



Recommending

alternatives

While a significant portion of HNW advisers (62%) are recommending
alternative investments the research reveals a disconnect between
what investors are seeking and what advisers are recommending.

Among advisers whorecommended
alternatives, infrastructure (85%), private
equity (51%) and private debt (47%) were

the top 3recommended options. Reasons
forrecommending these included portfolio
diversification (78% recommended for this
reason), higherreturn potential than traditional
assets (44%) and mitigating risk (35%).
Infrastructure, despite overwhelming adviser
endorsement, represents only 23% of HNW
investor holdings, highlighting a potential gap
between adviserrecommendations and actual
investorallocations.

One quarter of advisers stated that theirreason
forrecommending alternatives was based on
the clients’ personalinterestin this asset class,
aligning with the 28% of HNW investors who
independently sought alternative investments.

This suggests that while investor demand
foralternativesis growing, advisers may not
be engaging clients in these discussions as
frequently as needed.

While ensuring investments remain appropriate,
the findings highlight the importance of
proactively discussing alternatives with clients.
Without these conversations, clients may
pursue opportunities independently, potentially
without professional guidance. Additionally,
discussions about alternatives encourage

more frequent touch points between advisers
and clients. Since alternatives oftenrequire a
more hands-on approach, whether through due
diligence, performance tracking, orliquidity
management, advisers who specialisein these
assets can provide much sought after education
and knowledge that strengthens long-term
clientrelationships and positions them as
indispensable partnersin wealth creation.

Motivation to invest in alternatives

0% 10%

20% 30% 40% 50% 60% 70%

Iwasrecommended by my financial
advisertoinvestinthem

43%

I suggestedittomy myinvestment
manager

28%

Iwasrecommendedtoinvest by
family/friends/colleagues

15%

Afinancial professionalnot managing my

o,
investments suggested it 10%

Personallyinvestedin alternatives after
doingresearch

o1
X
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Generational & market

dynamics

The broader market for alternative assets is evolving, with alternative
investments projected to represent 15% of global assets under
management by 2025. Institutional adoption has accelerated, with
large family offices leading the charge into private markets.

Generational shifts also play a crucial role in alternative investment
trends. Youngerinvestors (18-40) are more open to alternative assets,
with 81% not currently investing in alternatives stating they are likely

toinvestin the next 12 months.

This younger cohort are lessrisk averse and

have a keeninterestin digital assets and private
markets. This presents a prime opportunity for
financial advisers to step in as educators, helping
them navigate the complexities of illiquid
investments, risk-return trade-offs, and long-
term wealth-building strategies.

The impendingintergenerational wealth transfer
is set to accelerate this shift, with an estimated
$3.4 trillion expected to transition from the
Silent Generation and Baby Boomers to younger
generations over the next two decades.

Advisers who proactively adapt theirapproach
to educate this generation on alternatives
incorporating digital tools, ESG-focused
solutions, and personalised engagement
strategies will be well positioned to attract and
retain thisnew client base. By doing so, they not
only ensure business continuity but also align
their service offering with the evolving priorities
of the next generation of HNW investors.




Barriers and challenges to
investing in alternatives

Despite growing interest both advisers and investors identify several
challenges and barriers inintegrating alternative investments that
diminish their ability to fully embrace the opportunity.

Transparency and costs are key challenges for both investors and advisers. Ensuring robust due
diligence, careful cost-benefit analysis and clearreportingis critical to overcoming this. Advisers
cansupportinvestors by building strong networks to gain access and knowledge of opportunities
and help educate investors where knowledge gaps exist. By partnering with experienced alternative
investment managers, leveraging specialist platforms for trading and execution andreporting, and
educating clients onliquidity management, advisers can remove some of the barriers to create
opportunities for portfolio growth.

Advisers: Top 5 challenges/barriers torecommending alternative investments

0% 10% 20% 30% 40% 50% 60% 70%

Lack of liquidity 53%

Higherfees 45%

Lack of transparency on process 39%

Lack of transparency around investment
philosophy 33%

Compliancerequirements 30%

Alternative Investors: Top 5 challenges/barriers to investing in alternative investments

45%

Feesand coststoohigh

Access to opportunitiesin alternatives 38%

Challenges with valuation or transparency 33%

Complexity inmanaging andreporting 30%

Advisernot able toinvest on my behalf 25%

Source: CoreData Investor Research March 2025



The adviser
opportunity

For advisers, the rapid shift towards alternatives represents an
unparalleled opportunity to differentiate, add value, and future-

proof their practice.

The datais clear, HNW investors are actively
seeking alternative investments, and those who
engage with them have deeper, more enduring
relationships with their advisers.

Therisinginterestin alternative assets among
HNW clients provides a strategic advantage for
advisers willing to develop expertisein this area.
By positioning yourself as aknowledgeable
guideinthe alternatives space, you can establish
yourself as an educational resource ona complex
asset class that clients are actively seeking to
understand, differentiate your practice with
specialised knowledge, attract new HNW clients
specifically looking for alternatives expertise,
and deepen existing client relationships through
collaborative partnerships.

While challenges such as liquidity constraints,
valuation transparency, and access persist,
innovative solutions and digital platforms are
making alternatives more accessible than ever.
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By deepening their expertise, leveraging
technology, and proactively educating clients,
advisers can:

»

v

»

™~

»

Enhance client engagement by offering
sophisticated, tailored investment strategies.

Access new revenue streams through
diversified portfolio management.

Attract next-generationinvestors who
prioritise innovation, sustainability, and
exclusivity.

Solidify their position as trusted partnersinan
increasingly complexinvestment landscape.

Advisers who take the leadin alternative
investment education, access, and
implementation will thrive in the evolving
financial ecosystem. Those who embrace
alternatives willnot only meet growing client
demand but also build amore resilient, future-
ready wealth management practice.




Methodology

Theresearch on advisers and theiruse of
alternatives was commissioned by Praemium from
CoreDataandis based on surveys with 150 advisers
witha HNW focusi.e. at least Va of theirclients are
HNW with aninvestment portfolio >$1m excluding
main residence and super ormanaged a portfolio
of over $6 million. The research was conducted
between January 2024 and March 2024.

Theresearchoninvestors and theiruse of
alternatives was also commissioned by Praemium
from CoreData andis based on surveys with 181
HNW investors.

Theresearchwas conducted between February
2025 andMarch2025.

Praemium Australia Limited (ABN 92117 611784)
has created this content for financial advisers for
generalinformation purposes only and the views
expressed by the managers presenting are their
own. Praemium does not express any view about
the accuracy orcompleteness of information
provided by any third parties and no liability is
acceptedforany errors it may contain. Itis not
intended to take the place of professional advice
and you should not take action on specificissues
covered in this content.

Copyright © 2025 Praemium Australia Ltd.
Allrights reserved.
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Get In touch

If you would like to find out more about how Praemium’s alternative
capability and investment solutions can empower your advice
service please give our team a call for more information.

General enquiries

T1800571881
E support@praemium.com

Praemium Australia Limited Postaladdress: General enquiries: 1800 571881
Level19, 367 Collins Street PO Box 322 Collins Street West Sales enquiries; 1800702 488
Melbourne VIC 3000 Australia Victoria 8007 Australia Email: support@praemium.com praemium.com
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