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Spoiler alert: In general, ‘NOT AT ALL’ but ‘YES,’ in an unexpected sense! 

Wall Street's latest fascination is flooding the wealth management space—'Alternative Investments’ (hedge funds, private 

equity, real estate, managed futures, commodities, cryptocurrencies, art…). They promise to boost returns and reduce 

portfolio risk, but they also have higher fees and lucrative margins. 

 

Skeptical investors can arrive at the truth by examining the fortunes of the prestigious Ivy League+ endowments. Despite 

their substantial allocations (40% - 80%) to best-of-breed Alternative funds, largely inaccessible to individual investors, 

the Ivies have struggled over the years to meet conventional index-tracking portfolio benchmarks (like the 60/40 or 70/30 

stocks/bonds) [1]. 



Regarding risk, Alternatives-heavy endowments exhibit a higher risk profile than conventional benchmarks. 

Counterproductively, Alternatives correlate highly with each other and with traditional assets during crises (like the CoViD 

crash). Moreover, with volatility and drawdowns only emerging as peripheral measures of risk, far downstream from the 

cardinal risk of shortfall (cf. our Manifesto [2]), their notorious illiquidity and lack of transparency further reduce the 

Alternatives’ allure. Those objections intensify as we move from the Ivies’ top-tier Alternatives to lower-quartile offerings. 

Our answer is a resounding 'NO'—we do not recommend investors incorporate Alternatives into their portfolios. 

But there is a twist! 

While investors may not need Alternatives, we believe their PORTFOLIOS NEED TO BE ALTERNATIVE, breaking away from 

conventional 20th-century portfolio ideas and incorporating the latest advances in Finance. Our research indicates 

benefits from scrapping 'strategic' asset allocation for the active navigation of market regime shifts, upgrading from Asset 

to Factor allocation, and focusing on the cardinal risk of shortfall. At GNH Capital Group, we craft strategies embodying 

the principles of the 4th-Generation in Factor Investing. We invite you to explore the potential advantages of this 

innovative approach. 

 

[1] Ivy League Endowments Fail To Make The Grade In Fiscal 2019 | Markov Processes and University endowments fail 

when compared with the stock market. Here's one reason. | Morningstar 

[2] GNH Capital Group - Our Offering 

 

 

 

 

 

 

 

The report herein is not a complete analysis of every material fact in respect to any company, industry or security. The 

opinions expressed here reflect the judgment of the author as of the date of the report and are subject to change without 

notice. Any market prices are only indications of market values and are subject to change. The information contained 

herein is based on technical and/or fundamental market analysis and may be based on data obtained from recognizable 

statistical services, issuer reports or communications or other sources believed to be reliable. However, such information 

has not been verified by us, and we do not make any representations as to its accuracy or completeness. The material has 

been prepared or is distributed solely for information purposes and is not a solicitation or an offer to buy any security or 

instrument or to participate in any trading strategy. Additional information is available upon request. 

Equity securities are subject to market risk which means their value may fluctuate in response to general economic and 

market conditions, the prospects of individual companies, and industry sectors. Investments in equity securities are 

generally more volatile than other types of securities.  Asset allocation and diversification are investment methods used 

to help manage risk. They do not guarantee investment returns or eliminate risk of loss including in a declining market. All 

investing involves risk, including the possible loss of principal. 
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https://www.markovprocesses.com/blog/ivy-league-endowments-fail-to-make-the-grade-in-fiscal-2019
https://www.morningstar.com/news/marketwatch/20231028310/university-endowments-fail-when-compared-with-the-stock-market-heres-one-reason
https://www.morningstar.com/news/marketwatch/20231028310/university-endowments-fail-when-compared-with-the-stock-market-heres-one-reason
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