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Private Markets for all?
It’s not easy to be “evergreen”

The last decade has been an exciting one for
private markets. Once the traditional domain of
institutional investors, who were often invested
in closed-end funds with a very long-term
investment horizon, the asset class has
changed.

The ELTIF has now been around for 10 years. According
to Scope, the ELTIF market grew by 38% last year and 55
ELTIFs came onto the market - more than ever before in
a calendar year!. This is because the market only really
took off with the introduction of the ELTIF 2.0 regulation
at the beginning of 2024. The growing interest of non-
institutional investors with differing preferences and
requirements has also contributed to the emergence of
open-ended fund structures and boosted their popularity
over the years. These open-ended funds, also known as
evergreen funds or semi-liquid funds, have changed the
private markets landscape and at the same time made
this investment universe accessible to a wider audience.
This is because more and more private investors want to
make long-term investments in private markets without
necessarily having to invest in closed-end funds.

Evergreen funds - but for whom?

Private markets have long been marketed as closed-
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ended funds via feeder structures by some banks and
wealth managers to their wealthy private clients who
could be classified as professional or semi-professional.
Over time, however, the focus of wealth managers and
providers has increasingly shifted towards so-called
“semi-liquid” or “evergreen” funds. The definition is not
always entirely consistent, but one can say that
evergreen funds typically receive investor inflows at
regular intervals and - under certain conditions - allow
regular redemptions. The number of semi-liquid products
has almost doubled in the last five years to 520 funds at
the end of 2023. As not all funds have disclosed their
volumes, we can assume a market volume of at least
USD 350 billion2.

However, the evergreen market is not only interesting for
wealth managers. Only recently, the BAI published a
guide to private markets evergreen funds and surveyed
institutional investors. Open-ended core infrastructure
funds have long been commonplace in the institutional
sector, but recent market developments have opened up
many more opportunities across all asset classes. While
just under a third are currently ruling out an investment,
many institutional investors are still unsure whether
evergreen funds are an option for them, such as 41% of
the pension funds surveyed. Generally speaking, interest
in such funds is increasing and is being taken up by many
asset managers.3
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However, evergreen fund providers are not only focusing
on investors classified as professionals. The ELTIF 2.0
regulation has made private markets easier to invest for
all types of investors, including retail investors. The result
is a significantincrease in the range of products on offer,
coupled with hopes of high growth on the provider side.
It can be assumed that the increasing involvement of
private investors in ELTIFs will increase the transparency
of the market in the medium to long term, e.g. through
publicly accessible reporting and performance
comparisons on various platforms. This should sharpen
competition in the long term and improve the offering
for investors.

Expected company's ELTIF assets growth in Europe
in millions of EURO by the end of 2027
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Focusing on infrastructure

Whether closed-end or evergreen structures, the
infrastructure asset class is an interesting and constantly
growing area in private markets - with good reason. The
demand for private capital is very high. According to a
study by the Global Infrastructure Investor Association,

only 38% of respondents worldwide were satisfied with
the infrastructure available to them in 20234, Some
experts say that up to 70% of the infrastructure of 2050
does not yet exist today®. The development of new
infrastructure is crucial for Europe’s future. The
decarbonization of many industries, securing the energy
supply and the digital participation of the population
cannot wait. Now a broader section of the population
can contribute to this themselves, for example with the
ELTIF. At the same time, society’s high need for
investment is matched by return opportunities for
investors.

Friedrich Merz also emphasized this in a speech on 12
October: “There are 2.8 trillion euros in German bank
accounts, savings accounts, and current accounts.
Imagine for a moment that we were able to mobilize just
10 percent of this - at a reasonable interest rate, for
publicinfrastructure in Germany.”¢

Institutional investors can now make infrastructure
investments more easily. In February 2025, the Federal
Ministry of Finance implemented significant changes to
the Investment Ordinance (AnlV)”. A new infrastructure
quota allows regulated investors to invest up to 5% of
their security assets separately in infrastructure projects.
This is a clear move to incentivise private capital to flow
into infrastructure projects, expanding the scope for both
direct and indirect investments. It will be interesting to
see if this also leads to more investments in evergreen
structures in the future.

The sector is set to receive a significant boost from the
long-awaited German public infrastructure fund of EUR
500 billion. This fund will make one of the largest
investments in Germany's infrastructure since the war,
tackling urgently needed projects from road to rail, from
education to the energy transition and climate
protection.

ELTIF - opportunities and risks

The ELTIF provides a regulated framework for investors
to allocate capital to long-term investment
opportunities. These long-term investment opportunities
encompass a wide range of options, including stakes in
unlisted companies, bilateral loans, infrastructure
projects, and property development projects. The ELTIF
provides a comprehensive investor base with access to
previously inaccessible illiquid investments, enabling
them to capitalise onilliquidity and complexity
premiums. In the context of real assets, such as
infrastructure, there is also a certain degree of inflation
protection.
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Investors’ interest in ELTIFs is driven by their capacity to
deliver an appealing risk-return profile, exhibiting
reduced correlation to equity and bond markets while
fostering economic growth. For private clients, the ELTIF
investment vehicle offers the opportunity to accumulate
long-term wealth and diversify their portfolio.

However, it should be noted that investments in private
markets are not without risk: Illiquid investments require
a long-term capital commitment. It is therefore
important to note that semi-liquidity should not be
interpreted literally. Investors should adjust the level of
allocation to their own wealth plans with the expectation
that the investment will not be sold for the next 10 years
or so, even if a sale would be possible under certain
circumstances. Investors should also be aware of the
risks specific to each asset class, including project
development risks and regulatory risks for real assets. As
with liquid investments, a high level of diversification is
important in order to avoid excessive concentration risks.
When selecting ELTIFs for investment, it is crucial to
consider the number of underlying investments, as this
can influence the overall risk profile of the portfolio.

Robust liquidity management, which balances the
interplay between deal flow and the long-term nature of
investments on the one hand and customer inflows and
outflows on the other, is a key area of expertise for the
management of evergreen funds. This needs to be
modelled internally and agreed between portfolio
management and risk management, as well as discussed
externally with the regulator. Robust systems and
processes are necessary to ensure the smooth operation
of the ELTIF. An important success criterion for the ELTIF
is the careful handling of these challenges. It is crucial to
educate investors and distributors about the benefits
and risks of investing in ELTIFs. In particular, this requires
the provision of clear and transparent information and
advice to help investors make informed decisions.

Experience is the key for evergreens

The more experienced, the more likely an evergreen
investment? As the BAI survey shows, 37% of institutional
investors with a lot of experience in alternative
investments have already invested or are planning to
invest in evergreen/semi-liquid funds. There are several
reasons for this. According to the BAI survey, advantages
in liquidity management and investment timing flexibility
are the main reasons for most institutional investors
surveyed to invest in semi-liquid/evergreen private
markets funds. Contrary to the assumption that ‘semi-
liquid’ products make illiquid investments liquid, these
solutions are about more efficient and convenient access
to investments in the private markets sector:

= To start with, there are no capital calls that the
investor has to service promptly and invest profitably
until then. J-curve mitigation, i.e. the reduction of
negative returns that tend to occur at the beginning
of an investment period, thus becomes the manager’s
task.

= |n many cases, a portfolio is (almost) fully invested in
private markets from day one.

= |tisimportant that the portfolio manager uses the
right tools to successfully manage the J-curve: for
illiquid investments, this means prioritising secondary
market transactions (secondaries) or co-investments
(where you make an investment alongside a fund) at
the start of the investment period or using your own
balance sheet (e.g. as part of warehouse solutions). In
this case, a portion of the manager’s own invested
portfolio is transferred to the vehicle. In the case of
liguid investments, some semi-liquid private markets
vehicles that are already fully invested can function
well as interim investments.

BAI Investor Survey: Are you planning medium-term private markets investments via
evergreen/semi-liquid funds? (in %)
Cluster analysis: Inhouse experience with alternative portfolios
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= With the elimination of capital calls, the performance is
automatically a time-weighted return and no longer an
internal rate of return (IRR), making it comparable to
the performance of liquid investments for investors.

= |tis also possible to invest at any time (usually at the
end of the quarter), not just in certain fundraising cycles.

= At the same time, it is possible to redeem when capital is

required, even if the assets are illiquid - of course subject

to certain conditions such as the lock-up period
(minimum holding period), the notice period and/or
gating. This should be seen by the investor as a
possibility under certain circumstances and not as a
guarantee.

= |n addition, improved liquidity compared to closed-end
funds makes it easier for investors to allocate their
private markets exposure somewhat more dynamically.

Examples for Cross-Asset-Strategies (Multi
Private Markets)

The decision to invest in semi-liquid solutions is not an easy
one for investors. A particularly diversified solution, if one
wants broad exposure to private markets, can be multi
private markets portfolios to which the advantages of
evergreen funds apply. They offer potential returns across
all asset classes in the private markets universe and ensure
balanced portfolios that are consistent in themselves and
can adapt the investment strategy to changing market
opportunities. Multi private markets solutions can provide a
unique level of diversification across asset classes,
geographies, sectors, vintages, and investment managers.
With these so-called ‘one-stop-shop’ solutions, clients can
easily cover all or a large part of private markets in one
product in their portfolio: for example, a multi-private
markets evergreen fund could be invested in the asset
classes private equity, infrastructure equity, and private
credit (corporate and infrastructure) in a very broadly
diversified portfolio that covers the entire private markets
universe well with almost no J-curve.

Understanding potential

A long-term investment horizon meets semi-
liquidity/evergreen - there is still a great need for
education so that investors understand how they can best
leverage these private markets solutions for their needs.
Evergreen structures do not replace closed-ended funds
but rather expand the existing investment offering.

They can offer both institutional and private investors new
opportunities in private markets through flexible
investment strategies. It is encouraging to note that an
increasing number of investors are currently exploring
these opportunities.

Raluca Jochmann
Head of Private
Markets Solutions,
Allianz Global Investors
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Investing involves risk. The value of an investment and the income from it will fluctuate and investors may not get back the principal
invested. Past performance is not indicative of future performance. This is a marketing communication. It is for informational purposes only.
This document does not constitute investment advice or a recommendation to buy, sell or hold any security and shall not be deemed an
offer to sell or a solicitation of an offer to buy any security.

The views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at
the time of publication. Certain data used are derived from various sources believed to be reliable, but the accuracy or completeness of the
data is not guaranteed and no liability is assumed for any direct or consequential losses arising from their use. The duplication, publication,
extraction or transmission of the contents, irrespective of the form, is not permitted. This material has not been reviewed by any regulatory
authorities. In mainland Ching, it is for Qualified Domestic Institutional Investors scheme pursuant to applicable rules and regulations and is
for information purpose only. This document does not constitute a public offer by virtue of Act Number 26.831 of the Argentine Republic
and General Resolution No. 622/2013 of the NSC. This communication's sole purpose is to inform and does not under any circumstance
constitute promotion or publicity of Allianz Global Investors products and/or services in Colombia or to Colombian residents pursuant to
part 4 of Decree 2555 of 2010. laws. This communication does not in any way aim to directly or indirectly initiate the purchase of a product
or the provision of a service offered by Allianz Global Investors. Via reception of this document, each resident in Colombia acknowledges
and accepts to have contacted Allianz Global Investors via their own initiative and that the communication under no circumstances does
not arise from any promotional or marketing activities carried out by Allianz Global Investors. Colombian residents accept that accessing
any type of social network page of Allianz Global Investors is done under their own responsibility and initiative and are aware that they
may access specific information on the products and services of Allianz Global Investors. This communication is strictly private and
confidential and may not be reproduced, except for the case of explicit permission by Allianz Global Investors. This communication does
not constitute a public offer of securities in Colombia pursuant to the public offer regulation set forth in Decree 2555 of 2010. This
communication and the information provided herein should not be considered a solicitation or an offer by Allianz Global Investors or its
affiliates to provide any financial products in Brazil, Panama, Peru, and Uruguay. In Australia, this material is presented by Allianz Global
Investors Asia Pacific Limited (“AllianzGl AP”) and is intended for the use of investment consultants and other institutional /professional
investors only, and is not directed to the public or individual retail investors. AllianzGl AP is not licensed to provide financial services to retail
clients in Australia. AllianzGI AP is exempt from the requirement to hold an Australian Foreign Financial Service License under the
Corporations Act 2001 (Cth) pursuant to ASIC Class Order (CO 03/1103) with respect to the provision of financial services to wholesale
clients only. AllianzGlI AP is licensed and regulated by Hong Kong Securities and Futures Commission under Hong Kong laws, which differ
from Australian

This document is being distributed by the following Allianz Global Investors companies: Allianz Global Investors GmbH, an investment
company in Germany, authorized by the German Bundesanstalt flr Finanzdienstleistungsaufsicht (BaFin); Allianz Global Investors
(Schweiz) AG; Allianz Global Investors UK Limited, authorized and regulated by the Financial Conduct Authority; in HK, by Allianz Global
Investors Asia Pacific Ltd., licensed by the Hong Kong Securities and Futures Commission; in Singapore, by Allianz Global Investors
Singapore Ltd., regulated by the Monetary Authority of Singapore [Company Registration No. 199907169Z]; in Japan, by Allianz Global
Investors Japan Co., Ltd., registered in Japan as a Financial Instruments Business Operator [Registered No. The Director of Kanto Local
Finance Bureau (Financial Instruments Business Operator), No. 424], Member of Japan Investment Advisers Association, the Investment
Trust Association, Japan and Type Il Financial Instruments Firms Association; in Taiwan, by Allianz Global Investors Taiwan Ltd., licensed by
Financial Supervisory Commission in Taiwan; and in Indonesia, by PT. Allianz Global Investors Asset Management Indonesia licensed by
Indonesia Financial Services Authority (OJK).
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