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Executive summary

Key views

• As we enter the final quarter of the year, investor focus remains on macro volatility, monetary policy shifts, inflation, and 
tariffs. While early signs of economic slowdown and rising inflation are visible, a recession still seems unlikely in our view. 
Supportive factors—such as the One Big Beautiful Bill Act, AI-driven momentum, and lower interest rates—should help 
maintain steady economic growth into 2026.

• In private markets, this means robust earnings and improving funding conditions. Deal activity, including acquisitions and 
exits, is also likely to gain momentum. For most private asset classes, valuations offer attractive entry opportunities.  But 
selectivity is key. The gap between assets with strong fundamentals and those facing challenges is elevated, warranting a 
prudent approach to capital deployment. Specifically:

• In private equity, we view managers with a value bias who are active in the middle market and/or skilled at executing 
complex transactions as best positioned to perform. Regionally, we like the US market but also find attractive diversification 
opportunities in Europe and APAC. Meanwhile the appeal of the secondary market remains intact—and areas such as 
software, health, and renewables continue to present a thematic opportunity to capture long-term growth. 

• In private debt, we see a more balanced risk-reward profile ahead. With increasing market bifurcation, careful attention to 
sector, deal size, covenants, and seniority is paramount. 

• In real estate and infrastructure, we prioritize assets supported by strong fundamentals, inflation linked, and/or GDP-
resilient cash flows.

• Investors looking to invest in private assets should nevertheless consider the risks related to private strategies which are 
described on slide 3.

Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document.
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Key risks of investing in private markets

Investors in private market funds must consider the following risks:

• Blind pool risk. Investors must make long-term commitments to private markets 
funds in advance, without knowing what the underlying investments will be. This is 
known as blind pool risk. This dynamic can be mitigated through familiarity with the 
general partner and its track record, as well as through proper due diligence.

• Fees. Private markets fund managers charge both management fees (typically 1.5-
2.0%) and incentive fees (typically 15-20%). These levels are high compared to 
traditional asset funds, but the incentive fee helps to align objectives, as the manager 
only gets paid if the investor achieves attractive returns. Most funds specify a hurdle 
or preferred return below which the manager does not receive incentive pay.

• Illiquidity. When investing in a private markets fund, investors must be prepared to 
accept significant illiquidity. This illiquidity is what allows access to more inefficient 
markets. On the other hand, investors cannot expect to access their capital or receive 
distributions with any regularity. Their only potential option for liquidity is to try to sell 
their stakes in the secondary market, where there may be no bid at all, or they may 
have to sell at a significant discount to fair value, if the fund manager even permits.

• Lack of control. Investors in private market funds cede control over investment 
decisions, pace of investments and exits, strategic and operational matters, and other 
significant decisions to the third-party fund manager. While this eliminates investors' 
ability to "vote with their feet" to express displeasure with the manager, ceding 
control gives the manager the necessary tools to seek outperformance for investors.

• Limited disclosure. Disclosure on performance of underlying investments is periodic 
and can be more limited because managers need time and flexibility to work with 
underlying companies and are focused on long-term value creation. Also, valuation of 
private assets involves subjectivity and assumptions, and as such may not necessarily 
be indicative of long-term performance or potential.

• Uncertain cash flows. Amount and timing of the cash flow is at the manager‘s 
discretion. Limited partners (LPs) need to fund a “capital call” within a certain time 
frame. Unpredictable cash flows apply to early-stage capital calls and to distributions 
to investors at later stages.

• Use of leverage. This is not a blanket risk. Certain private markets strategies such as 
buyout use significant leverage, which poses potential default risk if the company 
encounters stress, but many PM strategies do not involve any leverage. Prudent 
leverage in the right situation has historically shown to help enhance returns without 
significant incremental risk.

Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document.
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UBS CIO key scenarios for June 2026

Please see important disclaimers and disclosures at the end of the document

Note: Each scenario narrative represents a non-exhaustive list of events that could lead to a market path outlined in our scenario targets. The probabilities represent CIO’s view on the overall probability of reaching the market

targets for the given scenario, rather than the probability of a single event or chain of events materializing. As published on September 18 in The UBS House View

Bull case: Tech boom Base case: Soft landing Bear case: Material slowdown
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Economic 
growth

Reduced noise and healthy consumption allow the US economy to 

surprise positively. Residual negative tariff effects are offset by 

deregulation and lower taxes. Policy stimulus in China and the EU 

proves effective.

US grows slightly below trend (GDP up 1.5-2.0% in 2025 and 1.0-

1.5% in 2026) owing to a soft but healthy labor market 

(unemployment below 5.0%) and weaker but positive consumption 

growth. Other major economies also experience below-trend but 

positive growth in both 2025 and 2026. Policy stimulus in Europe 

and China helps to partially offset the weakness in economic 

activity.

Lagged effects of US tariff and migration policies and concerns 

about AI monetization weigh on consumption, investment, and the 

labor market. The US economy enters a cyclical recession

(c. -2% peak to trough) by mid-2026 as unemployment rises by 

around 2%. Spillover effects may cause shallow cyclical recessions 

in other open economies. More severe downside is limited by 

central bank interventions and policy flexibility.

Inflation Continues to fall in Europe but stabilizes above target in the US as 

consumption remains robust.

Stabilizes around central bank targets in most developed economies 

by mid-2026. Rises in the US in 3Q25 owing largely to tariffs but 

resumes weakening trend thereafter.

Remains elevated in the US in the near term as tariffs put upward 

pressure on prices. Falls globally thereafter as consumer demand 

deteriorates.

Central banks Major central banks hold rates steady as growth and inflation 

stabilize.

The Fed cuts rates by 75bps by mid-2026 and the BoE by 50bps. 

The ECB remains on hold. The Bank of Japan hikes rates. 

All major central banks cut policy rates toward the lower bound by 

mid-2026 in response to weakening global economic growth. The 

Fed cuts by 200-300bps.

Tariff policy Effective US tariff rate falls below 10% following trade agreements, 

carveouts, legal challenges. China tariffs fall below 30% owing to 

leverage on rare earths. Canada and Mexico tariffs removed in full.

The effective US tariff rate settles in the high teens, with a 30-40% 

rate on China, limited impact on Canada and Mexico due to 

USMCA, and 10-15% rates for the rest of the world, including 

additional sectoral tariffs. Lack of retaliation by trading partners 

limits macro risks.

The effective US tariff rate settles above 20% (60% for China, 

blanket tariffs for Canada and Mexico, 15-20% for the rest of the 

world) owing to unproductive negotiations and unfulfilled 

investment pledges. Some countries retaliate against the US, 

prompting an escalatory response.
Geopolitics Ceasefire between Russia and Ukraine with strong security 

guarantees.

Tensions in the Middle East linger but do not cause a sustained oil 

supply disruption. Russia-Ukraine conflict extends into 2026.

Tensions in the Middle East escalate, with potential for significant 

and sustained disruption to oil supply. The Russia-Ukraine conflict 

re-intensifies.
AI capex and 
monetization

AI adoption moves ahead of schedule. Perceptions grow about an 

increasing return on investment.

AI monetization remains on track as revenue growth gradually starts 

to outpace R&D spending.

Concerns around AI monetization, capex sustainability, and tariffs 

on chip exports weigh on AI stocks and the tech sector.

https://secure.ubs.com/public/api/v2/investment-content/documents/2c0k2wtmuLraUdOJY3EZHw?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
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Private market strategy preferences
Interest rate hikes in 2022-23 have favored 
direct lending and hurt venture and real estate

Moving forward, we see a more balanced risk-
reward for direct lending

Over a full economic cycle, we expect private 
assets to outperform traditional assets

Private capital indexes annualized returns

Note: As of 31 March 2025. Source: Bloomberg, Cambridge Associates benchmarks 
for private equity indices, infrastructure and real estate, Cliffwater Direct Lending 
Index for direct lending, MSCI ACWI for global equities, Bloomberg Global 
Aggregate for global bonds. UBS, September 2025.

Preference tableExpected annualized risk and return for traditional and 
private market investments

Source: UBS September 2025.Source: UBS GWM Chief Investment Office (CIO). See note below.

• Historically, allocating to private markets has enhanced portfolio outcomes over entire economic cycles. We recommend that investors regularly review their liquidity needs and risk tolerance, adjusting allocations as macro 
conditions change, but staying focused on long-term return objectives and capitalizing on attractive entry points.

• Today’s environment demands careful evaluation and selectivity but also presents compelling opportunities. Private equity stands to benefit from attractive valuations, resilient earnings, and renewed M&A activity. US real 
estate is showing signs of stabilization and recovery. Infrastructure assets are especially resilient to economic slowdowns and positively correlated with inflation. Direct lending continues to offer interesting returns for 
quality funds, though the market is becoming  more bifurcated. Lower interest rates and tight spreads also cap returns.

• Portfolios should be tailored to each investor’s preferences and objectives, and diversified across managers, strategies, and vintages (see page 47).

*Note: Annualized expected risks / return figures are based on the CIO Capital Market Assumptions (CMA) 2025. Forward-looking expected returns such as CMAs are forecasts and are not a reliable indicator of future performance. The CMA assume a full 
investment exposure to each asset class during the investment period. Expected returns are equilibrium returns p.a. (geometric returns), risk is measured as volatility of annual log-returns. Volatility measures reflect reported volatility which for private 
market asset classes are typically subject to a smoothing effects. Illiquidity, related risks and foregone flexibility - an additional dimension of portfolio construction - are not reflected in this two-dimensional graph. 
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Unattractive Neutral Attractive

Global private equity

Buyout

Growth equity

Secondaries

Venture capital

Direct lending

Real estate

Infrastructure

Trailing
15 years

Trailing
10 years

Trailing
5 years

Trailing
1 year

Global private equity 14.0% 13.8% 16.4% 6.9%

Buyout 14.1% 14.0% 16.9% 6.7%

Growth equity 13.5% 13.2% 14.9% 7.8%

Venture capital 14.8% 13.2% 14.6% 4.7%

Direct lending 10.0% 9.0% 11.1% 10.4%

Real estate 8.8% 6.9% 5.9% -1.2%

Infrastructure 9.8% 10.9% 11.7% 7.1%

Global Equities 9.5% 9.4% 15.7% 7.6%

Global bonds 1.2% 0.6% -1.4% 3.0%
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Private equity

Key views

• Global private equity gained momentum in 2025, delivering 1.73% in 1Q. Two-year trailing returns, however, still lag public 
benchmarks due to conservative valuations, limited exits, and wider dispersion in fund performance.

• Fundraising continues to be difficult, with extended timelines—particularly for smaller funds—as LPs remain cautious and selective 
in deploying new capital amid slow distributions. However, the outlook is improving, with Fed rate cuts and rising exit activity 
likely to support capital flows.

• Dealmaking is strengthening: Year-to-date PE deal flow is 6.3% ahead of last year, megadeals are returning, and several large 
exits have sustained overall volumes. Early 3Q data point to more listings and M&A, suggesting a positive trajectory for the rest of 
2025.

• Private company earnings have been resilient, especially in tech and health care. US middle-market companies saw 5.4% earnings 
growth in 2Q, with tech up 17.3%, while consumer sector growth remains modest. Financing is accessible, and valuations are 
appealing (11.5x as of 1Q), still below public market multiples.

• While positive on private equity overall, we favor managers focused on the middle market and those with a value bias and 
expertise in complex deals such as carve-outs and spin-offs. These transactions offer opportunities for operational improvement 
and liquidity for sellers.

• The appeal of secondaries is intact. The market continues to offer attractive opportunities—especially for high quality deals—even 
as pricing has tightened, averaging 90% of NAV. Diversification and the shorter cash flow profile of these strategies also make 
them desirable in the context of a broad private market portfolio.

• Thematic investors should focus on quality and resilient growth in sectors like software, health care, and new energy. While the 
US remains a core market, European and select Asian assets are increasingly attractive for diversification.

• In venture capital, the recovery will likely continue to be more gradual, but there are selective opportunities, particularly as 
investors are now in a stronger position to negotiate favorable terms. In our view, VC secondaries look attractive.

• Investors looking to invest in private equity should, however, consider the risks related to these strategies that are described on 
slide 3 of this report.

Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document.
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Private equity

Performance: Positive momentum in 2025

Private equity NAVs further gained amid positive EBITDA growth Over a ten-year rolling period, private equity investments 
continue to outperform public equities

Private equity versus public equity annualized index returns

Note: As of 1Q25. Private equity includes global buyout and growth equity funds. Source: Bloomberg, Cambridge 
Associates, UBS September 2025. 

10-year rolling private versus public equity time weighted returns

Note: As of 1Q25. Includes global buyout and growth equity funds. Source: Bloomberg, Cambridge Associates, UBS 
September 2025. 

• According to Cambridge Associates, the global private equity index delivered a 1.73% return in the first quarter of 2025. Venture capital led the way with a 2.16% gain, while growth and buyout 
strategies returned 1.76% and 1.63%, respectively.

• Although private equity outperformed public markets in 1Q25, two-year trailing returns still lag public benchmarks, a reflection of ongoing sponsors’ conservative portfolio valuations, limited exit 
activity, greater dispersion in fund returns, and the exceptional performance of listed mega-cap tech stocks.

• We see this as a temporary phenomenon. While we are positive on public equities, we expect more moderate gains ahead. Increasing transaction activity should lead to upward asset revaluations in 
private equity. And lastly, given the longer investment horizon of private markets, performance comparisons with public equities are best made over extended periods. Over a ten-year time frame, 
private equity benchmarks continue to outperform public market proxies—a trend we expect to persist, supported by attractive valuations and the value creation potential of active ownership.
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Private equity

Fundraising activity: Raising fresh capital is a challenge for smaller funds

Investors are selective with their new 
investments

Average fund sizes are increasing, as investors 
favor experienced managers

Fundraising timelines have extended, as 
investors await distributions

Global private equity fundraising, in USD billion

Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.

Global private equity average fund size, in USD million Months to fund close

Note: As of 31 March 2025. Source: PitchBook, UBS September 2025. Note: As of 31 March 2025. Source: PitchBook, UBS September 2025.

• A total capital of USD 213bn was raised during the first half of 2025 across 274 funds. 2025 annual fundraising could fall below the USD 500bn mark for the first time since 2021. LPs remain cautious 
about new commitments amid a yet-to-improve exit environment. Capital scarcity is also reflected in extended fundraising timelines, which have increased from an average of 13 months in 2020 to 16 
months in early 2025.

• Large PE funds continue to dominate capital raising: In 2024, twenty-one funds each over USD 5 billion accounted for nearly half of global PE capital raised. This trend has persisted into 2025, with the 
average fund closing now above USD 930 million—much higher than in previous years. 

• Industry consolidation is expected to continue, but fundraising conditions overall should become more favorable in the coming quarters as major central banks implement rate cuts and exit activity 
increases, supporting capital flows.
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Private equity

Transaction activity: Megadeals to drive transactions to highest levels in four years

Deal flow is outpacing last year Exits are also rising, albeit mainly driven by 
corporates—sponsors have yet to transact

With the exit pace picking up, sponsors should 
start winding down inventories

US private equity deal value, in USD billion, and deal count

Note: Includes growth and buyout transactions. As of 30 June 2025. Source: 
PitchBook, UBS September 2025.

US private equity exit value, in USD billion, and exit count 
(trailing 12 months total)

US PE company inventory per age of investment 

Note: Includes growth and buyout transactions. As of 30 June 2025. Source: 
PitchBook, UBS September 2025.

Note: As of 31 March 2025. Source: PitchBook, UBS September 2025.

• Year-to-date, private equity deal flow is running 6.3% ahead of last year, with total deal value reaching USD 507bn across 4,429 transactions. Sponsors have primarily targeted add-on acquisitions and continue 
to pursue carve-outs, divestitures, spin-offs, and growth equity deals. As sentiment improves—supported by greater macroeconomic clarity and resilient private company earnings—momentum should extend 
over the coming quarters.

• Total exit value in 2025 could surpass last year’s USD 838 billion. While the number of realizations remains historically low, several large transactions have sustained elevated overall volumes. Exits to corporates 
have accounted for nearly 50% of exit value so far in 2025. Public listings had a strong start to the year before fading in the second quarter. Sponsor-to-sponsor deals meanwhile have yet to pick up.

• Early third-quarter data indicate several major listings and a pickup in M&A activity, signaling a positive outlook for the rest of the year. With stable public markets, sponsors focused on reducing inventories, and 
with the Fed easing policy, we expect the recovery in transaction volumes to broaden.
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Private equity 

Merger & Acquisitions: Momentum is building up

M&A volumes steadily improving

Source: PitchBook, UBS September 2025.

• Mergers and acquisitions (M&A) activity has rebounded nicely following the sharp slowdown in 2022. Over the trailing 12 months to June 2025, both M&A deal value and deal count rose by 13% and 
16% year over year, respectively. This recovery has been broad-based, with North America, Europe, Asia and rest of the world all registering growth in M&A activity.

• Financial sponsors are benefiting from this renewed momentum. According to PitchBook, the share of sponsor-backed transactions increased from 40% in 2Q24 to 43% in 2Q25 (on a trailing 12-
month basis), reflecting greater sponsor engagement in the market.

• There has also been a shift toward larger deals. M&A transactions exceeding USD 500 million accounted for 69% of total deal volume in the trailing 12 months to June 2025, up from 67% in 2Q24. 
This shift signals appetite among buyers for scale.

• Looking ahead, several tailwinds could continue to support M&A activity: easing tariff concerns, robust equity market performance, tight credit spreads, and expectations of further monetary easing by 
global central banks. 

M&A deal value and deal count (trailing 12-months total, 
in USD bn)

…with rising share of sponsor-backed 
acquisitions

Source: PitchBook, UBS September 2025.

Sponsor-backed acquisitions as % of total M&A (trailing 12-
months average)

Source: PitchBook, UBS September 2025.

Global M&A deal value: USD 500mn+ and USD 1bn+ 
deals as % of total (trailing 12-months average)

…and growing contribution from larger 
deals

0%

10%

20%

30%

40%

50%

4
Q

1
5

2
Q

1
6

4
Q

1
6

2
Q

1
7

4
Q

1
7

2
Q

1
8

4
Q

1
8

2
Q

1
9

4
Q

1
9

2
Q

2
0

4
Q

2
0

2
Q

2
1

4
Q

2
1

2
Q

2
2

4
Q

2
2

2
Q

2
3

4
Q

2
3

2
Q

2
4

4
Q

2
4

2
Q

2
5

as % of total deal value as % of total deal count

 -

 10000

 20000

 30000

 40000

 50000

 60000

0

500

1000

1500

2000

2500

3000

3500

4000

4500

5000

Deal value Deal count (rhs)

0%

10%

20%

30%

40%

50%

60%

70%

80%

4
Q

1
5

2
Q

1
6

4
Q

1
6

2
Q

1
7

4
Q

1
7

2
Q

1
8

4
Q

1
8

2
Q

1
9

4
Q

1
9

2
Q

2
0

4
Q

2
0

2
Q

2
1

4
Q

2
1

2
Q

2
2

4
Q

2
2

2
Q

2
3

4
Q

2
3

2
Q

2
4

4
Q

2
4

2
Q

2
5

500mn+ 1bn+



Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document. 11

LBO entry multiples progressed further, though are still at a discount to 
public markets

Across sectors, dispersion is high, and widened in tech and 
communication services

Public equity multiples versus global buyout purchase price multiples 1Q25 global buyout entry multiples across sectors

Source: MSCI Burgiss 1Q25, UBS September 2025.

Private equity

Purchase price multiples: Stable and at a discount to public markets

Source: MSCI Burgiss, Factset 1Q25, UBS September 2025.

• According to latest MSCI Burgiss pricing data, global LBO (leveraged buyout) multiples were revised higher, reaching approximately 11.5x EV/EBITDA at the end of 1Q25, broadly in line with 2022 
levels.

• Tariff-driven volatility during the quarter temporarily narrowed the gap between public and private valuations, as private valuations tend to adjust more slowly and are based on company fundamentals 
rather than market sentiment. With public sentiment rebounding, the valuation gap is likely to widen again, leaving private companies attractively priced relative to their public counterparts.

• Sector dispersion is expected to persist and may even widen. Health care and technology continue to command higher valuation multiples than more cyclical sectors such as industrials and consumer 
discretionary. We also note fresh interest in security and defense assets. 
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Private equity

Fundamentals: Earnings prove resilient

Debt coverage ratios have stabilized Private company earnings show resilience despite tariff pressures

Private companies’ interest coverage ratios

Source: Barclays, UBS, September 2025.

Year-over-year middle market private company EBITDA growth, in %

Source: Golub Capital 1Q25, UBS September 2025.

• Private company earnings growth rebounded in 2Q25, according to Golub Capital. Technology led the recovery with 17.3% year-over-year growth, supported by strong results in health care. The 
consumer sector returned to positive territory but continued to lag, posting modest EBITDA growth of 0.9% year over year.

• Industry-wide debt serviceability remains stable, with average interest coverage ratios above 1.5x. Credit metrics have shown modest improvement in recent quarters. Assuming an economic soft 
landing, we do not anticipate a material deterioration in overall credit quality.

• However, idiosyncratic risks at the company level could still affect outcomes, particularly in weaker market segments. Firms facing ongoing margin and earnings pressure may struggle to meet interest 
payments in the coming quarters, even as monetary policy becomes more accommodative.

0.00x

0.50x

1.00x

1.50x

2.00x

2.50x

3.00x

3.50x

4.00x
Average

Weighted Average

5.40%

-30%

-20%

-10%

0%

10%

20%

30%

40%



Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document. 13

Private equity 

Cash flow dynamics: Recent vintages perform within historical expectations

Net cash flows shift positive in 2024 Recent vintages are traveling within historical 
bounds except for 2020 to 2021

Note: As of 30 June 2025. The values for the two most recent quarters were 
estimated from buyout exit values. Source: PitchBook 4Q24, UBS September 2025.

Note: As of 30 June 2025. Source: Burgiss, UBS September 2025.

• As previously outlined, we think all conditions are in place for a rebound in exits. Stable public market valuations, deregulation, board room optimism, healthy capital and debt markets, and tariff 
uncertainty taking the backseat should incentivize increased merger and acquisition activity. The Fed cutting rates should provide an additional boost.

• A full return to normal will be gradual, but we do anticipate distributions to improve in the coming quarters subject to the economy not falling into recession. 

• By vintage, we note little change. 2016-17 funds outperforming the historical J-curve. 2018-19 are within averages. In contrast, 2020-21 funds are lagging, having deployed capital rapidly during the 
pandemic and contended with high entry multiples in 2021 and rising interest rates in 2022–23. The 2022 and 2023 vintages, though still early in their lifecycle, are exhibiting more normal behaviors, 
however. This underscores the benefits of vintage diversification as an effective way to smooth cash flow dynamics.

Private equity cash flows in USD bn Net cash flows of recent buyout funds vs. 2006-2013 vintage 
funds, as a % of commitment

As of 31 March 2025. The values for the two most recent quarters were 
estimated from buyout exit values. Source: Burgiss, UBS September 2025.

TTM US PE buyout fund distributions as a share of 
beginning NAV 

…while distribution yields have yet to 
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Buyout Middle-market buyout

Focus on value-oriented buyout like carve-outs, divestitures, and add-
ons

Add-ons as % of US PE buyout deal count

• We continue to favor managers who prioritize operational improvements and securing attractive entry valuations, rather than relying primarily on financial leverage or multiple expansion to generate 
returns.

• We believe the middle market remains a fertile ground for value creation, particularly for buyout managers able to capitalize on these opportunities. With its domestic orientation, this segment is 
generally more insulated from shifts in international trade policy.

• Carve-outs, divestitures, and spin-offs—both in the US and globally—offer compelling opportunities for operational enhancement through synergies, scale efficiencies, and improved performance. 
These complex transactions enable sellers to unlock liquidity and redeploy capital into higher-growth areas, while providing private equity buyers with attractive add-on opportunities.

Private equity

CIO view: Seek managers with a value bias that can execute on complex deals

Source: as of 30 June 2025. PitchBook, UBS, September 2025.

Seize value opportunities in the middle market, with deals typically 
transacting at lower valuations

Median Buyout EV/EBITDA multiples for North America and Europe

Note: TTM means trailing twelve months; Source: PitchBook, UBS, September 2025.
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Secondaries are set for another record year Discounts narrow but remain dispersed across 
strategies

Transactions are concentrated in most recent 
vintages, which price at a premium

Global secondary transaction volumes, in USD billion

Source: Jefferies, 1H25 Global Secondary Market Review, UBS September 2025.

LP portfolio pricing, as % of NAV Distribution of LP volume and pricing per vintage

Source: Jefferies, 1H25 Global Secondary Market Review, UBS September 2025. Source: Jefferies, 1H25 Global Secondary Market Review, UBS September 2025.

• Secondary transactions are on track for another record year, with volumes up 51% y/y in 1H and are projected to reach USD 210bn in 2025, according to Jefferies. 

• Deal activity continues to be dominated by LP-led transactions, which account for 54% of total volume. This trend is supported by narrowing bid-ask spreads, persistent LP liquidity needs, and robust 
investor demand for large, high-quality, and diversified portfolios. GP-led transactions also reached a new milestone, totaling USD 47 billion in the first half (+68% year over year), as sponsors 
increasingly utilize continuation funds to generate liquidity while maintaining exposure to quality assets.

• Secondary market pricing has tightened further, averaging 90% of NAV, yet continues to present compelling opportunities for investors, particularly given the quality of deals being executed. 
Additionally, the enhanced diversification and shorter cash flow profile of these strategies are especially appealing within a broad private market portfolio. 

Private equity

Secondaries: Benefitting from a surge in demand for liquidity
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Technology represents c.30% of buyout and 
c.50% of venture capital holdings

Tech deal volumes are rebounding

Global Buyout and Venture Capital holdings by industry 
(2015-2024 average)

Note: As of 31 March 2025. Source: Burgiss, UBS September 2025

Global information technology (IT) M&A deal value        
(trailing 12 months, in USD bn)

Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.

• Technology remains a leading investment focus for private equity and venture capital sponsors. Over the period from 2015 to 2024, the information technology (IT) and communication services 
industries together accounted for approximately 30% of buyout portfolios and 50% of venture capital holdings. 

• As a key driver of economic growth and productivity, technology continues to attract capital. Global IT mergers and acquisition (M&A) activity has been on an upward trajectory since the third quarter 
of 2023. Pitchbook’s M&A heatmap highlights computer hardware, communications & networking, and software as tech segments with the strongest deal momentum.

• The valuation gap between privately held and publicly listed tech companies has continued to widen. In the first half of 2025, the average EV/EBITDA multiple for global IT M&A and buyout 
transactions was 15x, around 30% lower than the Nasdaq composite’s multiple of approximately 22x, which allows investors to access long-term growth opportunities in tech at more attractive 
valuations. 

Private equity

Spotlight: Technology opportunities in software and take-private transactions

Widening valuation discount versus listed 
peers

Note: As of 30 June 2025. Source: Burgiss, Bloomberg, UBS September 2025.

Global IT M&A EV/EBITDA multiples vs Nasdaq Composite 
EV/EBITDA multiples
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Enterprise SaaS remains resilient

Public Enterprise SaaS companies:                          
Gross Profit growth

Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.

• Enterprise SaaS (software as a service) remains resilient despite AI disruption concerns. From large caps like Microsoft to mid-market names favored by private equity managers, the sector is still expected to 
deliver positive growth in revenue, gross profit, and free cash flow through 2025-26.  

• Solid M&A activity signals ongoing interest in SaaS. While overall deal value held steady year-over-year, deal count in the Enterprise SaaS market grew by over 40%, reflecting robust demand for quality 
software businesses.

• According to a recent JP Morgan CIO survey: most companies plan to access AI capabilities through established SaaS providers rather than building proprietary AI solutions. This suggests that while AI is a 
transformative trend, enterprise-facing, mission-critical software—where most PE managers focus on—it is less vulnerable to rapid disruption. 

• Finally, within the tech sector, we continue to favor software businesses for their higher revenue visibility, greater capital efficiency, and lower reliance on debt compared to more capital-intensive hardware 
firms. Attractive investment opportunities include take-private deals that unlock value in undervalued public companies, as well as buy-and-build strategies that aggregate smaller firms at lower entry multiples 
to achieve scale quickly.

Private equity

Spotlight: Enterprise SaaS resilient amid AI disruption concerns

CIOs favor buying AI agents from SaaS providers, over building 
their own custom AI agents 

Note: JP Morgan put together the survey by surveying 168 CIOs responsible for USD 123 billion in annual 
enterprise IT spending; Source: JP Morgan Research, UBS September 2025.

JP Morgan Chief Information Officer (CIO) Survey 2025: Please indicate the extend to 
which you agree or disagree with the following statements (1 = Disagree, 5 = Agree)

Enterprise SaaS: M&A activity                                 
(Trailing 12-months total, in USD bn)
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Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.
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Private equity

Spotlight: Aging population and rising costs underpin opportunities in health care

• Private equity health care remains concentrated in areas such as dental care, mental health, home-based care, staffing services, dermatology, and vision. Unlike more import-sensitive industries, health 
care services should remain relatively insulated from first-order tariff effects.

• The current environment is interesting with lower entry valuations and reduced competition offering the potential for sourcing rewarding opportunities. Recent valuation resets and sector dislocation 
create attractive opportunities across the health care lifecycle—from VC-backed biotech and medtech innovation to mature services and technology platforms.

• Still, we believe that demographic trends—such as an aging population—and escalating health care costs will continue to drive long-term investment opportunities. Health care spending accounted for 
17.6% of US GDP in 2023.  Private equity sponsors may find compelling prospects in innovative care delivery models (like telehealth and digital health), operational efficiency solutions (such as health 
data analytics and electronic records), consolidation of health care providers (including physician practices, outpatient, and assisted living facilities), and the development of personalized medicines and 
therapies.

Rising health care costs require new solutions 
to improve efficiency

US national health expenditure over 1960-2023, as % of 
GDP

Source: KFF, UBS, September 2025.
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Health care fundraising shows consolidation 
across strategies
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Middle-market funds dominate fundraising 
activity

In the long term, European performance is on 
par with the US, but return dispersion is wider

European private equity fundraising activity, in EUR billion

Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.

10-year internal rate of return, average over 20 years

Note: Until 31 March 2025. Source: Burgiss, UBS September 2025. 

• The first half of the year was marked by heightened uncertainty around international trade, US fiscal policy, and debt levels, underscoring the value of geographic diversification. In this context, we believe European assets 
are well positioned to benefit. The European private equity market, which is about one-third the size of its US counterpart, tends to be less competitive due to a smaller pool of funds. Top-quartile Western European 
buyout funds have delivered performance broadly in line with top-quartile US funds, though there is greater dispersion among lower-performing managers—reflecting the region’s complexity and diversity and highlighting 
the importance of careful manager selection.

• Recently, investor interest in Europe has increased as inflation approaches central bank targets and European central banks advance further in their rate-cutting cycles, leading to lower financing costs for sponsors. 
Valuations in Europe have generally trailed those in the US, presenting more attractive entry points. Fiscal stimulus and targeted investment incentives—particularly in energy, defense, digital technologies, and 
infrastructure—are contributing to a dynamic investment environment. 

• Fundraising activity has shifted toward middle-market vehicles, absorbing nearly all available capital and setting the stage for a solid fundraising year. However, 2Q deal activity declined by 10% quarter over quarter and 
22% year over year, according to PitchBook, reflecting rising geopolitical uncertainty and internal challenges, especially in France and Germany. We anticipate some improvement as the year progresses. Tariffs could affect 
European sectors, including manufacturing and retail. As a result, we favor investments in sectors with limited tariff exposure—such as technology, software, services, and health care—and in local businesses focused on 
domestic demand.

Private equity

Europe: Diversify regionally with a focus on the middle market

-5%

0%

5%

10%

15%

20%

25%

US Western Europe

Interquartile range Median

Sponsor acquisitions emerge as the primary 
exit route in Europe

European private equity fundraising activity, in EUR billion

Note: As of 30 June 2025. Source: PitchBook, UBS, September 2025.
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Distributions and net cash flow remain 
subdued

Asia PE returns are broadly comparable to 
Western countries’ PE returns

Asia’s six private equity markets exhibit 
different risk-return profiles

Net cash-flow as % of paid-in capital

Source: Burgiss, UBS, as of 1Q25.

Total value to paid-in capital (TVPI, x) Strategy share of local GP AUM (assets under management)

Source: Burgiss, UBS, as of August 2025; Note: as of 1Q25, Vintages 2000-2025. Note: As at 1H24. Other private equity includes balanced, coinvestment, co-
investment multi-manager, direct secondaries, fund of funds, hybrid, hybrid fund 
of funds, PIPE, secondaries, and turnaround. Source: Preqin, UBS, as of 1H24

• In the second quarter, investor appetite for Asia Pacific (APAC) PE strengthened notably. According to Preqin, fundraising activity grew 58% quarter over quarter (q/q) in 2Q25, reflecting increased interest in regional 
diversification and long-term secular growth opportunities outside the US. India continues to attract significant attention, accounting for 23% of APAC's fundraising in 2Q25 and 27% in 1H.

• The announcement of “reciprocal” tariffs by US President Donald Trump in April has affected deal activity in APAC, but the broader recovery trend remains intact. Exit transactions have picked up. However, distributions 
remain below historical averages and net cash flow is still negative. That said, PE in APAC has begun to outperform other regions in net cash flow generation.

• APAC PE offers effective regional diversification, with historical long-term returns broadly comparable with Western countries’ PE. The market also offers exposure to multiple secular growth trends (AI, electrification, 
health care innovation), though structural challenges such as limited market maturity, more complex exit environment, policy risks, and FX volatility should not be overlooked.

• We favor GPs with a proven track record in exiting investments, as well as in sectors aligned with domestic demand and government priorities. When positioning in APAC PE, we also recommend taking a pan-Asia, multi-
strategy approach across geographies (covering developed and emerging markets) and across PE strategies (buyout, growth, venture capital) to mitigate event-driven risks.

Private equity

APAC: Green shoots starting to emerge
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Private equity

Venture capital: IPO window is opening but bifurcation remains

AI deals are still driving much of activity

Source: As of 30 June 2025, PitchBook, UBS September 2025.

US VC deal activity, in USD billion Newly created unicorns per month

Source: PitchBook, UBS, as of 31 August 2025.

• Venture capital (VC) deal activity slowed in the 2Q25, with PitchBook reporting a 25% drop in deal value and a 16% decline in deal count versus the previous quarter. This was largely due to the absence of a transaction 
matching the record-breaking USD 40bn OpenAI deal in 1Q. Large-cap investments in artificial intelligence (AI) continue to lead the market, though AI and machine learning (ML) deal value fell 36% during the quarter.

• Valuation trends, however, show encouraging signs. Investors are increasingly accepting lower valuations in follow-on rounds, with down rounds accounting for 15% of deals in the first half of the year, while flat rounds 
have declined to 7%. This suggests founders are more willing to accept lower valuations, but investors are also selectively funding high-quality startups at higher valuations. The pace of unicorn creation has accelerated, 
particularly among AI-focused companies.

• The IPO window has reopened, with several high-profile startups—including tech unicorns—coming to market. While firms like Figma and Firefly Aerospace listed at strong valuations, many others have accepted valuation 
cuts to achieve an exit. Notably, BNPL platform Klarna listed in September at a USD 15bn valuation, down nearly 75% from its peak. Normalization may take time, and upcoming listings are likely to align with policy 
priorities. According to PitchBook, unicorns with a high likelihood of listing this year represent a combined market value of USD 330bn.

• While distributions may take longer to recover, the secondary market continues to provide liquidity. Discounts narrowed to 22% of NAV at mid-2025 (per Jefferies), improving from 32% in 2023, though still significant. 
The market remains selective—not all assets are appealing, but there are notable opportunities at attractive prices.

Down rounds now make up 15%, but the 
number of flat rounds is narrowing

Number of US VC down rounds as % of all US VC deals 

The number of new unicorn companies is 
accelerating
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European deal activity cools, but on pace to 
match 2024

Companies in aerospace & defense attract 
unprecedented attention

AI, SaaS, and Fintech are driving deal activity 
across the region

European vs. US VC deal activity, in USD bn

Note: EURUSD as of  30 June 2025. Source: As of 30  June 2024, PitchBook, UBS 
September 2025.

Aerospace & Defense deal value and deal count Deal value through 2Q25 per vertical, in USD billion

Note: EURUSD as of  30 June 2025. Source: As of 30  June 2024, PitchBook, UBS 
September 2025.

Note: EURUSD as of  30 June 2025. Source: As of 30  June 2024, PitchBook, UBS 
September 2025.

• The European VC landscape much reflects a similar story to the global VC market amid heightened volatility. Deal activity was mostly flat this year, with 1H25 reaching EUR 29bn following a quarter-over-quarter decline of 
13%, which should place the expected total deal volume of 2025 below last year’s with about 5%. Exit value however indicates quarter-over-quarter improvement, with acquisitions driving activity (accounting for well 
over 70% of exits in 1H25).

• Much of European deal making is also driven by AI and more mature companies in venture growth. AI is the most active vertical this quarter, followed by SaaS and Fintech. In September, MistralAI, the European 
competitor of OpenAI and Anthropic, received a EUR 1.3bn investment from Dutch chip-maker ASML, driving the start-up to a valuation of EUR 11.7bn (USD 13.7bn). Aerospace and defense also benefit from Europe’s 
increasing focus on security and awareness of shifting geopolitical priorities, increasing investment in the space to drive innovation and modernization of defense systems. Defense technology startups also increasingly 
partner with large institutions.  This year’s investment in European aerospace and defense has already surpassed 2024’s total.

• We see the European VC market as an attractive option for diversification outside the US. However, like the US, many companies still have elevated valuations and will likely require further repricing. The IPO pipeline 
remains strong, but time frames to listing have lengthened and a full normalization has yet to occur.

Private equity

Venture capital: Opportunities in Europe

0

1’000

2’000

3’000

4’000

5’000

6’000

0

20

40

60

80

100

120

140

European deal value US deal value

European deal count (rhs) US deal count (rhs)

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

AI&ML SaaS Fintech Life Sciences Cleantech
0

10

20

30

40

50

60

70

80

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

1.60

1.80

2020 2021 2022 2023 2024 1H25

Deal value (lhs) Deal count (rhs)



23

• Elevated interest rates, limited credit impairments, and broadly supportive credit conditions created a favorable environment 
for direct lenders. In 1H25, direct loans delivered a solid 4.5% return. 

• Private credit fundraising was robust, but investors have become more selective, with capital shifting from direct lending 
toward distressed debt and special situations.

• Direct lending slowed, with volumes and deal count down notably in 1H25. Competition between direct lenders and the 
syndicated market remains intense. That together with fading recession fears and willingness to lend have driven a notable 
contraction in private loan spreads, mirroring trends in other fixed income segments. 

• Industry level credit metrics indicate that overall risks remain contained and manageable, but market bifurcation is becoming 
increasingly evident, with lower-middle-market companies experiencing more defaults and non-accruals. 

• Looking ahead, we expect returns from direct loans to moderate amid tight spread and anticipated rate cuts. So, considering 
this, we move direct lending from an Attractive rating to Neutral.

• For under-allocated investors, we continue to see merit in this asset class, given its attractive absolute yields and lower 
correlation with public markets, but we favor managers focused on sponsor-backed, upper-middle-market and large-cap 
deals in less-cyclical sectors. 

• For over-allocated investors, diversifying into other alternative investments could make sense, while remaining mindful that 
these may offer different income profiles and risk characteristics. 

• European direct lending, in our view, offers attractive geographic and currency diversification.

• Investors looking to invest in private debt should, however, consider the risks related to these strategies that are described on 
slide 3 of this report.

Private debt

Key views

Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document.
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Private debt

Performance: Direct loans returned a solid 4.5% in the first half of 2025

Direct lending delivered steady income in the past three years ...but spread compression and rate cuts could result in moderately 
lower returns, going forward

Performance across credit segments

Note: As of 30 June 2025. Returns for the CDLI are unlevered gross of fees. Source: Cliffwater Direct Lending Index, LSTA 
Leveraged Loan Index, BofA US High Yield, Bloomberg, UBS September 2025. 

Quarterly CDLI returns decomposition, in %

Note: As of 30 June 2025. Returns for the CDLI are unlevered gross of fees. Source: Cliffwater Direct Lending Index, 
Bloomberg, UBS September 2025. 

• Benchmark figures from the Cliffwater Direct Lending Index show direct loans delivered a 4.5% return in the first half of 2025 (1H25), broadly in line with that of US high yield bonds, while 
outperforming leveraged loans at 2.8%. Elevated interest rates, limited credit impairments, and broadly supportive credit conditions created a favorable environment for direct lenders.

• Improved clarity on trade agreements and the macroeconomic outlook, along with a potential rebound in buyout activity, should support deal flow for lenders. Persistent spread compression since 
2023 and expected rate cuts may however moderate returns. Notably, quarterly returns have been losing momentum since peaking in 3Q23. Importantly, delayed tariff effects may still pressure 
company cash flows, particularly in more vulnerable market segments.

• Selectivity remains key and we still believe under-allocated investors to private loans can still generate enhanced yields and diversification versus public bonds. We hold a preference for top tier 
managers with a focus on sponsor-backed, upper-middle-market and large-cap deals in sectors more isolated from cyclical pressures. Over-allocated investors may consider diversifying into other 
alternative investments, keeping in mind the differences in income profiles and risk characteristics.
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Private debt

Fundraising activity: Consolidation persists, distressed/special sits gain share

Fundraising activity continues to consolidate 
amid persisting investor selectivity

 Global private debt fundraising by region, in USD billion

Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.

• Private credit fundraising was robust. According to PitchBook, 82 funds raised USD 114 billion in 1H25, representing approximately half of what was raised in full year 2024.

• The market remains highly selective, with consolidation favoring experienced managers—just four funds over USD 5 billion accounted for over 40% of all capital raised year-to-date. North America 
dominates, attracting 63% of new commitments, though its share has declined from 66-75% in 2022-24. Europe has gained from this shift, capturing 32% of the total fund raised in 1H25, up from 
20-27% over the previous three years.

• Investor allocations have shifted in 1H25. Amid heightened geopolitical uncertainty and expectations for slower economic growth, capital moved away from direct lending toward distressed debt and 
special situations, which attracted 34% of funds raised. Direct lending’s share fell from 61% in 2024 to 38% in 1H25, though this remains broadly in line with 2019-23 average of 36%.

Global private debt fundraising by strategy, in USD billion

Interest in special situation funds grew in 1H

Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.

Global private debt fundraising by size bucket, in % raised

Larger funds dominate the market

Note: As of 30 June 2025. Source: PitchBook, UBS September 2025.
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Private debt

Transaction activity: A slower first half, with intense competition for megadeals

Private loan issuance fell in 1H25, with 
megadeals driving competition

Direct lenders remain the primary source of 
LBO financing

Direct loan issuance in USD bn (lhs) and count (rhs)

Note: Direct lending analysis is based on transactions covered by LCD news. Source: 
PitchBook LCD, UBS September 2025.

Share of LBO deals funded by leveraged loans versus direct 
lenders

Note: Private credit count is based on transactions covered by LCD news. Source: 
PitchBook LCD 2Q25, UBS September 2025.

• Direct lending (DL) slowed in the first half of 2025 (1H25), with volumes down 13% year over year and deal count down 16%. Competition between direct lenders and the syndicated market remains 
intense, particularly for high quality large-cap sponsor-backed deals, exerting downward pressure on spreads.

• Despite intense competition, direct lenders remain the preferred partners for leverage buy-out (LBO) transactions, with over 80% of deals in 1H25 privately financed. The absence of credit ratings, 
combined with the flexibility, speed, and certainty of execution offered by direct lenders, makes them the preferred choice. Meanwhile, the broadly syndicated loan (BSL) market remains focused on 
refinancing and dividend recapitalizations, which accounted for 26% of deal volumes, as borrowers seek to optimize funding costs and extend maturities amid subdued PE exits. Encouragingly, 
anecdotal evidence suggests growing optimism among business development corporations (BDCs) regarding deal pipelines, pointing to potential recovery in lending volumes.

• Lenders continued to favor less-cyclical borrowers. This trend was evident in the first half of 2025, with health care—a sector typically more insulated from changes in the broader macroeconomic 
environment—representing 19% of total issuance, up from 15% in 2024.

Health care, financial services, and tech will 
likely concentrate the bulk of new issuance

Direct lending new-issuance in top 10 sectors by deal count

Note: Direct lending analysis is based on transactions covered by LCD news. Source: 
PitchBook LCD 2Q25, UBS September 2025.
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Private debt

Loan pricing: Tighter spreads getting tighter

Direct lending and BSL spreads have tightened Absolute yields remain elevated… …but could trend lower in the future

 
Spread of LBOs financed in BSL versus direct lending market Estimated total return for newly issued private loans Yield-to-maturity across fixed income instruments (monthly)

Note: As of 30 June 2025. Source: JP Morgan, Federal Reserve Bank of St. Louis, 
UBS September 2025.

Source: JP Morgan, PitchBook LCD, UBS September 2025.

• Fading recession concerns and increased lender appetite have led to a significant narrowing of private loan spreads, reflecting similar trends across other fixed income segments. Intense competition for 
large transactions between direct lending and broadly syndicated loan (BSL) markets is likely to keep spread pressure elevated. 

• Data from JP Morgan indicate that median private credit transactions year-to-date through July were originated at an average spread of approximately 500bps (basis points) over the reference rate. 

• Looking out, we see the potential for direct lending returns to moderate amid tighter spreads and lower base rates. The yield premium of private loans over leveraged loans and high-yield bonds should 
nevertheless persist.

Note: As of 30 June 2025. Direct lending spread data reflects senior secured first-
lien loans and unitranche facilities. BSL data reflects loans issued to borrowers 
rated B-minus. Source: PitchBook LCD 1Q25, UBS September 2025.

0%

2%

4%

6%

8%

10%

12%

14%

Private loans US leveraged loans

US high yield bonds

300

350

400

450

500

550

600

650

700

750

800 BSL B-minus
rated
Direct lending

4.3%

5.0% 0.3% 9.7%

Current 
base rate

Current 
spread 

Estimated original 
issue discount p.a.

Total
return



Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document. 28

Private debt

Lender protection: More flexibility ahead

Direct loans offer better covenant protection 
compared to the syndicated market

Leverage levels may start to pick up again LBO equity contributions trending lower

Loan covenants for new issuance volume in 2024

Note: Data as of 31 December 2024. Private credit refers to direct loans to 
companies with EBITDA > USD 50mn. Cov-light stands for covenant light. Source: 
KBRA DLD, UBS, September 2025.

Newly originated private loans: Median leverage LBO total equity contribution, in %

Note: As of June 2025. Source: JP Morgan, UBS September 2025. Source: PitchBook LCD, Geography: US, as of July 31, 2025; UBS September 2025.

• Median leverage for newly originated private loans has held steady at around 5x in year-to-date 2025, according to JP Morgan—broadly unchanged from 2023 and 2024. However, amid intensifying 
competition, anecdotal evidence suggests managers are increasingly willing to loosen terms and offer greater leverage flexibility.

• Equity contributions from sponsors in LBO transactions exceeded 50% in 2023 but have since declined to 48% in 2024 and 46% in year-to-date July 2025, pointing to a reduced equity cushion for 
private lenders.

• Finally, default risk for direct loans is mitigated by their better covenant protection. Over 70% of new private credit issuance in 2024 featured non-covenant light structures, a stark contrast to just 10% 
in the syndicated loan market. Going forward, it will be important to monitor whether lenders begin to relax covenant requirements to maintain spreads and yields.
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…but credit metrics for lower middle-market 
are deteriorating

Overall default rates are trending lower…

Quarterly non-accruals (at cost value)

Note: As of June 2025. Source: Cliffwater Direct Lending Index (CDLI). UBS 
September 2025.

Private loan default rates by company size (EBITDA in USD)

Source: Proskauer 2Q25, UBS September 2025.

• Current indicators suggest that financial stress in the private credit market remains contained, but market bifurcation is becoming increasingly evident, with lower-middle-market companies experiencing rising 
defaults and non-accruals. 

• According to Proskauer, private credit default rates fell from 2.67% in fourth quarter of 2024 (4Q24) to 2.42% in first quarter of 2025 (1Q25), and further to 1.76% in second quarter of 2025 (2Q25). While 
the headline number continues to trend lower, we note increased bifurcation. Default rates for large corporates (with EBITDA of over USD 50 million) saw default rates in 2Q coming in at 0.5% (versus 2020-24 
average of 1.7%), while smaller companies (with EBITDA of USD 25-50 million) saw default rates remaining elevated at 2.90% (versus 2020-24 average of 2.6%). 

• Cliffwater data point to similar divergence, with overall non-accruals (as % of cost value) steadily declining from 1.33% in 4Q24 to 1.26% in 1Q25 and 1.20% in 2Q25. That was a result of default rates in the 
upper middle market remaining below 1%, while defaults in the lower middle market steadily rose from 2.0% in 2Q23 to 2.5% in 2Q24 and 2.9% in 2Q25, a trend that warrants close monitoring.

• Finally, PIK (payment-in-kind) as a percentage of income has remained steady in recent years but continues to sit above long-term average levels. 

Private debt

Defaults: Contained stress but increasing bifurcation

PIK trends steady, but remain elevated versus 
long-term average

Payment in Kind (PIK) as a % of income

Note: As of June 2025. Source: Cliffwater Direct Lending Index. UBS September 
2025.

0%

2%

4%

6%

8%

10%

12%

14%

1
Q

1
1

4
Q

1
1

3
Q

1
2

2
Q

1
3

1
Q

1
4

4
Q

1
4

3
Q

1
5

2
Q

1
6

1
Q

1
7

4
Q

1
7

3
Q

1
8

2
Q

1
9

1
Q

2
0

4
Q

2
0

3
Q

2
1

2
Q

2
2

1
Q

2
3

4
Q

2
3

3
Q

2
4

2
Q

2
5

PIK as % of Total Income Trailing 12-months average

0%

1%

2%

3%

4%

5%

6%

2
Q

1
9

3
Q

1
9

4
Q

1
9

1
Q

2
0

2
Q

2
0

3
Q

2
0

4
Q

2
0

1
Q

2
1

2
Q

2
1

3
Q

2
1

4
Q

2
1

1
Q

2
2

2
Q

2
2

3
Q

2
2

4
Q

2
2

1
Q

2
3

2
Q

2
3

3
Q

2
3

4
Q

2
3

1
Q

2
4

2
Q

2
4

3
Q

2
4

4
Q

2
4

1
Q

2
5

2
Q

2
5

CDLI Lower Middle Market CDLI

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

1
Q

2
0

2
Q

2
0

3
Q

2
0

4
Q

2
0

1
Q

2
1

2
Q

2
1

3
Q

2
1

4
Q

2
1

1
Q

2
2

2
Q

2
2

3
Q

2
2

4
Q

2
2

1
Q

2
3

2
Q

2
3

3
Q

2
3

4
Q

2
3

1
Q

2
4

2
Q

2
4

3
Q

2
4

4
Q

2
4

1
Q

2
5

2
Q

2
5

<25mn 25-50mn >50mn Overall



Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document. 30

Careful manager selection can help minimize 
performance drag from credit losses

Loan markdowns and defaults can impact fund 
performance in recessionary periods

Net realized gains/losses – top quartile vs. bottom quartile 
BDCs

Source: Cliffwater. UBS September 2025.

Direct lending quarterly returns, in %

Source: Cliffwater. UBS September 2025.

• Illiquid credit is exposed to credit risk. Periods of acute macroeconomic stress can trigger loan markdowns and short-term credit losses. The use of leverage by private funds can amplify drawdowns.

• CIO’s base case anticipates below trend economic growth without a full recession, supporting high single-digit returns for direct lenders over the next twelve months. In this scenario, we expect flattish 
spreads, lower floating rates (75bps by mid-2026), and stable default rates at around 3%. 

• In a downside risk scenario, a full recession would likely bring much faster rate cuts, with both default rates and spreads rising sharply, resulting in double-digit drawdowns over 12 months. The extent 
of losses may however depend on portfolio construction, fund level leverage, manager underwriting standards, and the balance between realized and unrealized losses. As per Cliffwater data, manager 
performance can vary significantly in terms of realized versus unrealized credit losses. Notably, it is during periods of market stress that direct lenders’ alpha becomes more evident.

• In an upside scenario, direct lenders could deliver higher returns in an environment of lower default rates and policy easing on hold.

Private debt

Scenarios: Assessing downside risks for private credit

Our base-case scenario indicates positive yet 
moderating returns for 2025-26

Estimated net of fees levered fund returns over twelve 
months under UBS CIO scenarios*

Source: UBS CIO Estimates September 2025. *see page 4 for scenario description.
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European direct lending has performed well so 
far in 2025

Default rates are coming down from historical 
average, but typically lag the US market

Direct lenders continue to dominate the 
leveraged buyout financing market

Performance across credit segments in 2025

Note: As of 31 March 2025. Returns for the CDLI are unlevered gross of fees. 
Source: Cliffwater Direct Lending Index, Lincoln International, Morningstar 
European Leveraged Loan Index, Morningstar European High Yield, Bloomberg, 
UBS September 2025 

Trailing 12-month loan default rate based on issuer countEuropean LBO deals funded by leveraged loans versus direct 
lenders

Note: As of 31 July 2025. Source: PitchBook LCD, UBS September 2025.Note: As of 30 June 2025. Source: PitchBook 2Q25, UBS September 2025.

• According to the Lincoln European Senior Debt Index, European private loans delivered a 2.7% return through March 2025. This outpaced both the Cliffwater Direct Lending Index—which tracks US 
direct lending—as well as the European leveraged loan and high yield bond markets. 1Q performance was undoubtedly strong, but declining European Central Bank (ECB) rates and tighter spreads 
could see returns moderate somewhat going forward.

• Direct lenders accounted for 73% of LBO activity in 1H25, particularly in the middle market for deals under USD 1 billion. For larger transactions, sponsors often turn to direct lenders initially before 
arranging syndicated loans or forming club deals with banks. Direct lenders also benefited from a rebound in M&A activity and were the preferred financing source over banks following April's market 
volatility. The pipeline for the remainder of the year remains robust, providing ample opportunities for capital deployment.

• European direct lending typically features more conservative underwriting standards than the US, including higher interest coverage ratios, comparable equity contributions, and higher spreads. Default 
rates in Europe are comparable to the US (using the leveraged loan market as a benchmark). Nonetheless, we continue to monitor signs of stress in certain market segments. We recommend focusing 
on senior-secured, sponsor-backed loans in the middle market, prioritizing less-cyclical sectors and newer loan vintages.

Private debt

Europe: Offers attractive risk-adjusted opportunities and geographic diversification
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• Clear signs of stabilization and recovery are emerging in US real estate, with net asset values holding steady since late 2024 
and investment activity accelerating. While the pace of recovery will vary across sectors, those with tight supply, strong rental 
growth, and low capital expenditure needs—such as logistics, data centers, and living sectors—are positioned to outperform.

• Investment volumes are set to rise by approximately 40% in 2025, reaching nearly US$1 trillion, as investors respond to 
attractive entry points and limited downside risks following significant valuation adjustments. CIO expects positive total 
returns for real estate in 2025 and 2026 driven by income and capital value expansion.

• We find industrial and logistics markets broadly balanced, with vacancy rates near historical averages. Although new supply 
outpaced absorption in recent years, declining construction activity and rising preleasing rates should help limit future 
vacancy increases. Longer-term demand is supported by e-commerce growth and reshoring trends, favoring modern, energy-
efficient facilities and last-mile logistics assets.

• Data center fundamentals remain exceptionally strong, with vacancy rates below 2% and robust demand driven by AI 
adoption. Despite increased construction, supply constraints persist due to high barriers to entry and infrastructure delays, 
supporting continued rental growth. Concerns about DeepSeek reducing demand are overstated as capital expenditure 
forecasts for major tech firms continue to be revised higher.

• The residential rental market is well supported by high homeownership costs, demographic tailwinds, and a persistent 
housing shortage. New supply is insufficient to close the gap, keeping occupancy rates elevated and rental income growth 
resilient. Diversified strategies across multifamily, student, and senior housing are favored.

• Overall, we see further improvement ahead for the asset class, with core/core-plus strategies in logistics, data centers, and 
living sectors offering the most robust fundamentals and attractive risk-adjusted returns.

• Investors looking to invest in real estate should, however, consider the risks related to these strategies that are described on 
slide 3 of this report.

Real Estate

Key views

Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document.
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Real estate 

Outlook: Firmer net asset values

Private real estate valuations are bottoming 
out

Expect transaction activity recovery to extend 
into 2025

CIO anticipates positive total returns in 2025 
driven by income and capital values

Non-listed global real estate funds versus listed real estate 
total return

Source: FTSE EPRA NAREIT Developed Total Return Index for listed, NCREIF Fund 
Index for Open-end Diversified Core Equities (reflects 28 institutional open-end 
commingled real estate funds). Bloomberg, UBS, September 2025.

Global real estate investment volumes, in USD billion Total return for global direct real estate, in %

Note: 2025F refers to UBS forecast for 2025; Source: JLL, UBS, September 2025. Source: MSCI Real Assets, UBS, September 2025.

• US real estate open-end funds delivered a 1.0% return in the second quarter, continuing the trend of stabilizing private real estate NAVs (net asset values) that began in the fourth quarter of 2024 and 
has persisted into 2025. Looking ahead, we see potential for further improvement, supported by expectations for a slower but non-recessionary economic environment. While momentum may remain 
moderate due to ongoing macroeconomic concerns, we believe downside risks are limited, as valuations in the asset class have already undergone significant adjustment.

• Real estate investment activity data for the full year 2024 showed encouraging signs of recovery. We expect this positive trend to continue into 2025, with investment volumes projected to increase by 
roughly 40% to reach approximately USD 1 trillion, supported by lower asset prices and reduced financing costs.

• As such CIO maintains its positive view on real estate returns for 2025, albeit acknowledging that the recovery will likely prove uneven. Sectors benefiting from tight supply, high rental growth, and low 
capex are expected to rebound quicker than structurally challenged sectors.
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Real estate 

Logistics: Solid fundamentals despite near-term demand headwinds

Vacancy rates are back to historical norm but 
should start to roll over

Online sales growth keeps demand for 
modern logistic facilities high

Construction activity is declining while demand 
for new space remains strong

US industrial and logistics supply and demand

Source: CBRE, CoStar, Morgan Stanley Research, UBS, September 2025

E-commerce retail sales as a % of total salesUS industrial and logistics space under construction in mn sqft 
versus preleased

Source: U.S. Census Bureau, UBS, September 2025Source: CBRE, CoStar, Morgan Stanley Research, UBS, September 2025

• Delivery of new industrial and logistics space in 2023 and 2024 has outpaced absorption, resulting in looser supply-demand market conditions. But the US industrial and logistics segment remains in 
balance with vacancy rates hovering around historical average levels.

• In the near term, macroeconomic uncertainties, coupled with demand pulled forward during 2021-22, may continue to weigh on demand. That said, construction activity has peaked and has been 
declining since 4Q22, due to rising financing and building costs. Additionally, the percentage of industrial space under construction that is preleased has been steadily increasing since early 2023, which 
should limit the magnitude of vacancy rate increases. Over the longer term, we continue to expect robust demand for warehouse space, supported by continued growth in e-commerce, as well as near-
shoring and reshoring initiatives.

• We expect the market to tighten again with current capitalization rates at circa 6% (as per RCA) offering an attractive entry point, in our view. We favor modern, energy efficient, and tech-enabled 
facilities in suburban areas as well as last-mile logistics assets in urban areas. 
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Real estate 

Data centers: DeepSeek fears overblown

Data center market to remain tight despite 
new supply

Big 4 Capex has been revised up c.30-40% in 
YTD-25

Data center rents should experience healthy 
growth in the coming decade

Under construction in Primary Markets (MW) versus 
preleasing rate in %

Source: CBRE Research, CBRE Data Center Solutions, UBS, September 2025

Consensus forecast: Big 4 Calendar Year 2025 and 2026 
Capital Expenditure

US data center average asking rent per MW

Note: Big 4 Capex refers to the aggregate capex spend by Microsoft, Meta, 
Amazon and Alphabet; Source: Bloomberg, UBS September 2025

Source: CBRE historical data through 2023 & CBRE Investment Management 
Forecasts, UBS, September 2025

• Supply-demand dynamics in the data center segment remain exceptionally tight, with vacancy rates in primary markets falling below 2% in 2024, according to CBRE. The rapid proliferation of AI (artificial 
intelligence) technologies is driving a surge in demand, creating an urgent need for additional data center capacity.

• Although construction activity has increased in recent years, it may still be insufficient to restore market balance or ease upward pressure on rents. Occupiers are proactively preleasing space to secure future 
capacity— currently, 80% of all data center space under construction is already preleased. This trend is expected to persist as the competition for capacity intensifies. Colliers forecasts that data center demand 
will grow at a 10-20% CAGR (compound annual growth rate) through 2030. High barriers to entry—including land, water and power—continue to constraint new supply, with delays in power infrastructure 
often extending project timelines. As a result, we expect structural tightness to persist, supporting an attractive investment outlook. 

• Concerns about DeepSeek reducing data center demand have been overblown. Consensus forecast for 2025-26 capital expenditure by the “Big 4” (Microsoft, Meta, Amazon and Alphabet) has been revised 
upward by  33-42% in year-to-date 2025. Impact from ongoing improvement in AI model efficiency warrants ongoing monitoring, but with AI adoption still in its early stage, we believe a reduction in 
deployment costs are more likely to drive increased overall resource consumption rather than reduce it. Over time, however, we may see a divergence in asset demand, with a growing preference for less 
powerful and more cost-efficient colocation and edge data centers at proximity to end-users. 
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Real estate 

Living: Renting still cheaper than buying

High home prices and mortgage rates are 
supportive of renter demand

Supply is moderately improving but... …is unlikely to solve the US multi-decade 
cumulative housing shortfall

US Housing affordability: payment on a new mortgage as % 
of median household income

Source: eMBS, NAR, Freddie Mac, US Census Bureau, BLS, Morgan Stanley Research, 
UBS, September 2025; Note: The housing affordability is calculated using median 
price of existing home sales, prevailing 30-year mortgage rate, 80% loan-to-value 
and median household income

Existing single-family homes in months of supply Estimates of the US housing shortage, in mn homes

Source eMBS, NAR, Freddie Mac, US Census Bureau, BLS, Morgan Stanley Research, 
UBS, September 2025

Source: Freddie Mac Economic and Housing Research calculations based on the US 
Census Bureau, UBS, September 2025

• The US residential rental market remains well-supported by high homeownership costs, demographic trends, and a persistent shortage of homes for sale in both new and existing markets. Following the surge 
in home prices and mortgage rates, payments on a new mortgage account for over 25% of household income in the first half of 2025, making renting a more affordable option for many Americans. 

• While new rental supply is being added—especially in the Sun Belt and Mountain regions—it is insufficient to address the nation’s long-standing housing deficit, which Freddie Mac estimates at nearly four 
million homes. Ongoing challenges such as rising construction and financing costs, along with some developer insolvencies, are likely to keep occupancy rates high and support continued rental income growth 
for landlords.

• Within residential private assets, we favor diversified strategies that include not only multifamily properties but also specialized segments such as student and senior housing.
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Market Attractive Neutral Unattractive

Brazil Industrial & Logistics / Retail Residential Offices

Canada Hotels / Industrial & Logistics / Residential / Self storage / Senior housing Retail Offices

Mexico Retail Industrial & Logistics / Hotels Offices

US Data Centers / Health care / Logistics and warehouses / Residential / Student housing 
/ Towers

High quality offices / Self Storage / Shopping center 
(grocery anchored) / Urban retail

Suburban offices / Suburban & Secondary retail

Australia Manufactured Housing / Residential / Self Storage Hotels / Industrial & Logistics / Retail Offices

Hong Kong (China) - Hotels / Industrial & Logistics / Residential / Retail Offices

Japan Hotels / Offices / Residential Industrial & Logistics / Retail -

Mainland China Data Centers / Hotels Retail Offices / Residential / Industrial & Logistics

Singapore Domestic Retail Data centers / Residential / High grade offices Hotels / Industrial & Logistics / Office lower grades

Central and Eastern 
Europe

Industrial & Logistics / Residential Hotels /Retail Offices

Continental Europe Data Centers / Industrial & Logistics / Residential / Student Housing Hotels / CBD Offices / Retail / Self Storage Suburban Offices

Germany Industrial & Logistics / Health care / Residential Hotels / Offices / Retail -

Switzerland Hotels / Residential / CBD Offices Industrial & Logistics / Suburban Offices / Retail -

UK Data Centers / Industrial & Logistics / Health care & Medical Properties /
Self Storage / Student Housing

High-quality offices / Residential / Urban Retail Suburban Offices / Suburban & Secondary Retail

Source: UBS, views as of September 2025.
Note: This assessment considers the attractiveness of a market compared to its own historical data. 
For more please refer to the Chartset Global Direct Real Estate published in September 2025.

Real estate 

Regional views: Constructive on logistics, data center, and living thematics in the 

US and Europe, while cautious on office space globally
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• Infrastructure assets stand out as a compelling opportunity in today’s investment landscape. Their high barriers to entry, 
monopolistic positioning, and strong cost passthrough mechanisms make them uniquely resilient to economic slowdown and 
positively correlated with inflation—offering a powerful hedge in uncertain times. 

• With valuations at attractive levels and limited competition, investors currently enjoy enhanced negotiating power and access 
to scarce, high-quality assets. Recent market data also underscore the sector’s momentum: Infrastructure fundraising 
rebounded sharply in 1H25, led by core-plus funds and robust deal activity in renewables. Investor demand is being further 
propelled by expectations for lower interest rates, regulatory easing, and a global policy focus on energy transition and digital 
transformation.

• Per sector, we see demand for digital assets that enable data generation, analysis, transmission and storage continuing to 
exceed supply, a trend that has accelerated with the rise of generative AI (artificial intelligence) technologies. As global digital 
transformation gathers pace, we see resilient support for cell towers, fiber, and data centers.

• Renewable energy is another standout theme, with solar and related technologies dominating new capacity additions owing 
to rapidly falling costs and strong policy support. Concerns around tariffs and the phase-out of tax credits are also tempered, 
following the passage of the OBBBA (One Big Beautiful Bill Act) and the US Treasury’s safe harbor update.

• Finally, the drive for self-sufficiency, amid shifting supply chains and rising trade tariffs, is intensifying the need to address 
inefficiencies, upgrade and expand network capacity, and invest in transportation infrastructure. Additional logistics hubs will 
be required, especially in less-connected regions.

• We believe investors who prioritize diversified, core/core-plus assets in non-cyclical sectors—focusing on predictable, inflation-
linked cash flows—are best positioned to achieve attractive, risk-adjusted returns while contributing to the essential 
modernization of the global economy.

• Investors looking to invest in infrastructure should, however, consider the risks related to these strategies that are described 
on slide 3 of this report.

Infrastructure

Key views

Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document.
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Infrastructure

Long-term opportunity: Infrastructure is critical to support global progress

By 2040, cumulative infrastructure investment 
could reach over USD 100 trillion

Digital data growth should accelerate from 
2020 to 2030

Total infrastructure investment projected through 2040, by 
sector (in USD tr)

Source: Food and Agriculture Organization, Global Infrastructure Hub, 
International Energy Agency, International Monetary Fund, Organization for 
Economic Co-operation and Development, Preqin, United Nations, World Bank, 
World Economic Forum, McKinsey.

Annual size of the global datasphere, in zettabyte

Source: IDC, EMC, Bloomberg Intelligence, UBS, September 2025.

• Structural forces—including deglobalization, digitalization, demographic shifts, and the drive toward decarbonization—are fueling demand for both new infrastructure projects and the modernization of existing assets.

• With the global urban population expected to increase by more than two billion by 2050 (UN), demand for transportation networks and utilities is set to rise sharply. Rapid growth in digital data usage—driven by 
automation and artificial intelligence—has also made fiber networks, data centers, and wireless towers vital to economic development. And, the ongoing electrification of the global economy, particularly to support data 
processing, along with the drive for net zero emissions by 2050, necessitates large-scale investment in renewable energy and energy efficiency technologies, especially solar, hydrogen, and battery storage. All of this is 
unfolding against a backdrop of shifting trade policies, which are redefining infrastructure needs. According to McKinsey, cumulative global infrastructure investment is expected to exceed USD 100 trillion by 2040, with 
more than 70% to be allocated to transportation, energy, and digital infrastructure.

• Current infrastructure investment levels still fall short of what is needed to meet global needs. We think private capital will play a critical role in bridging this gap, providing much-needed capital and expertise to accelerate 
project development and modernization while generating attractive returns.
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Infrastructure

Portfolio value: Stable, predictable, inflation-linked returns with low correlation

Infrastructure exhibits low correlation to other 
asset classes

Several assets offer stable predictable returns 
with less sensitivity to the global economy

Correlation of the Cambridge Infrastructure index versus 
other asset classes (2005-2Q24)

Source: Bloomberg, Cambridge Associates, UBS, September 2025.

Infrastructure returns versus changes in GDP and inflation

Source: OECD, Cambridge Associates, UBS, September 2025.

• Infrastructure offers attractive benefits in a portfolio. These assets typically feature high barriers to entry and lower price sensitivity. Many have contracted or regulated cash flows indexed to inflation, making them 
relatively insulated from economic cycles and resilient to inflationary environments. Infrastructure investments also tend to have low correlation with other asset classes making them effective diversifiers.

• But the asset class is broad, spanning regulated utilities, power generation, transportation, telecommunications, and social infrastructure. Various strategies exist ranging from core/core-plus funds—which focus on 
mature, income-generating assets with limited operational risk and stable returns—to value-add and opportunistic strategies, which target assets requiring upgrades or new construction and therefore carry higher risk but 
greater return potential.

• In the current environment, we favor core/core-plus assets in non-cyclical sectors, as they offer robust, predictable, and inflation-protected cash flows. In contrast, development assets are still at risk of project delays and 
increased costs should economic slowdown or tariff pressures intensify.

Infrastructure outperforms during periods of 
high inflation and stagflation

Infrastructure returns across different inflation-growth scenarios 
for OECD countries, y/y average returns for 2005-2024

Note: y/y returns for private infrastructure and global equities, compared for different 
growth/inflation scenarios across OECD countries. Inflation and GDP assumed high if >~2%. 
Source: Cambridge Associates, OECD Bloomberg, UBS, September 2025.
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Infrastructure

Trends: Strong recovery in fundraising and dealmaking

Infrastructure fundraising in 1H25 surpasses 
full-year 2024 total

Core-plus strategy leads in fundraising volume

Infrastructure fundraising in USD bn, and fund count (rhs)

Source: Preqin, UBS, September 2025.

Infrastructure fundraising in 2Q25 by strategy

Source: Preqin, UBS, September 2025.

• Infrastructure fundraising remained muted in 2023 and 2024 but saw a strong resurgence in the first half of 2025 (1H25), with USD 116 billion raised—an increase of 10% over the full-year total for 
2024. Investors demonstrated clear preferences for both strategy and manager, with core-plus emerging as the dominant approach in 2Q25. Six core-plus infrastructure funds collectively secured USD 
39 billion during the quarter, accounting for over 70% of total capital raised.

• Deal activity showed signs of recovery, with deal value reaching 74% of last year’s total, albeit across a smaller number of transactions. Sector-wise, renewable energy led the way in 2Q25, with solar, 
cleantech, and wind representing 28%, 14%, and 12% of global deal volume, respectively.

• Valuations are appealing as per UBS proprietary data, with EV/EBITDA entry multiples near multi-year lows across sectors, providing attractive entry points. 

• Looking ahead, we anticipate the asset class will be supported by lower interest rates, potential regulatory easing, and attractive valuations. Investor demand is likely to grow further, driven by long-
term opportunities in digital infrastructure and the energy transition, as well as a preference for stable income and reduced asset price volatility.
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Infrastructure

Onshoring: Deglobalization drives domestic infrastructure investment 

Construction spend on US manufacturing has 
tripled since 2020

US and Europe take up c.70% of the 
infrastructure investments

Germany has an infrastructure spending gap of 
EUR 600bn

Total Construction Spending: Manufacturing in the United 
States (USD bn)

Source: US Census Bureau, UBS, September 2025.

Infrastructure deal value by region in 2019 to 1H25 (in %) Infrastructure spending needs across segments

Source: Preqin, UBS, September 2025. Source: IW, IMK, as of 2024

• Between 2019 and 1H25, approximately 70% of global infrastructure investment has been concentrated in the US and Europe. The US leads in total deal value, while Europe accounts for the highest number of 
transactions. 

• The drive for greater self-sufficiency—accelerated by supply chain disruptions during the COVID pandemic—has fueled a global shift toward onshoring and reshoring. In the US, this trend is reflected in a surge in 
construction spend on manufacturing facilities, which has tripled over the past five years from approximately USD 70 billion per month in 2020 to over USD 220 billion per month in 2025. At the same time, the US has 
placed increased emphasis on energy security, leading to a significant expansion of its LNG (liquified natural gas) supply. According to Morgan Stanley, US LNG supply is projected to more than 5x from 37 mtpa (million 
tonnes per annum) in 2019 to 200 mtpa in 2029. This growth necessitates significant investment in infrastructure and pipelines to process, transport, and distribute LNG. The broader push for a more resilient domestic 
supply chain and onshore manufacturing also requires capital to address inefficiencies, upgrade and expand network capacity, and invest in road and rail networks. Additional logistic hubs will be needed, particularly in 
regions that are currently less well connected to the rest of the country.

• Similar dynamics are unfolding globally. Europe, one of the leading regions in infrastructure investments, is placing greater emphasis on protecting critical infrastructure. In March, Germany approved a EUR 500 billion 
infrastructure fund to modernize its infrastructure, strengthen defense capabilities, and advance climate objectives. The grid outage in Spain and Portugal in April further highlights the importance of energy independence 
and grid stability. The European Union estimates that EUR 2–2.3 trillion will be needed for grid investments, alongside additional spending on energy storage systems to ensure reliability. 
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Infrastructure

Digital infra: Data centers and towers to facilitate connectivity and data 

generation

Increased connectivity requires investments in 
towers

Deal level sector IRRs between 2010 and 2023

Source: PitchBook, DealEdge, UBS, September 2025.

Global expected mobile data usage

Source: Ericsson mobile data traffic outlook, UBS, September 2025.

• Demand for assets that enable data generation, analysis, transmission, and storage continues to exceed supply, a trend that has accelerated with the rise of generative AI (artificial intelligence) 
technologies. Global digital transformation is gathering pace, with spending projected to reach USD 4 trillion by 2027, according to IDC. 

• Of all digital infrastructure assets, fiber stands out for its resilience, largely due to its domestic orientation and reduced exposure to shifts in international trade policy. Many fiber vendors have already 
moved production facilities to the US, helping mitigate tariff-related risks. Deloitte Consulting estimates that the US will require USD 130-150 billion in fiber infrastructure investment over the next five 
to seven years to adequately support broadband competition, rural coverage, and wireless densification.

• Data centers are well positioned to benefit from ongoing market tightness. Recent clarifications on semiconductor tariffs from the Trump administration—excluding companies manufacturing or 
committed to manufacture in the US—have eased concerns about development challenges for new facilities. Looking ahead, McKinsey projects that rising AI workloads will more than double global 
data center capacity requirements by 2030. Historically, data centers have delivered more stable internal rates of return (IRRs) compared to other infrastructure assets.

Data centers see stable deal level IRRs
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Estimated global data center capacity demand, continued 
momentum scenario, gigawatts

Global demand for data center capacity is 
expected to more than double by 2030

Source: McKinsey Data Center Demand Model, Gartner reports; IDC; Nvidia capital 
markets report, UBS, September 2025.
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Infrastructure

Renewable energy: The structural case for energy transition assets stands

Renewable energy investment is expected to 
double by 2030 

Renewables now make up 35% of the energy 
mix

Global spending on renewable energy infrastructure in USD 
bn

Source: BloombergNEF, UBS September 2025.

Renewable energy share in global final energy consumption 

Note: MWh stands for megawatt-hour, Source: Lazard, UBS, UBS September 2025.Source: IEA, as of UBS September 2025.

• Renewables play a critical role in decarbonization and in meeting the growing global energy demand. According to IEA, renewables currently account for 35% of the global energy mix, a figure projected to rise to 46% by 
2030. This growth is largely driven by improved cost efficiency, with renewables achieving cost competitiveness with fossil fuels since 2015. 

• Globally, renewables dominate new capacity additions, while oil and gas have contributed minimally to recent growth. Solar energy remains highly attractive due to technological advancements that have substantially 
reduced manufacturing costs. Additionally, the scalability of solar energy offers lower long-term costs, further enhancing its appeal.

• Despite earlier concerns over tariffs on solar panel imports and the phase-out of federal tax credits, investment appetite for renewables remains robust. Surging power demand and tightening supply-demand dynamics 
have driven a notable recovery in infrastructure deal activity in 1H25, with renewables standing out as a key driver of this rebound. Recent policy developments—such as the passage of the OBBBA (One Big Beautiful Bill 
Act) and the US Treasury’s safe harbor update—are likely to provide projects with greater demand visibility through the end of 2030.

• Outside the US, policy support remains strong, particularly in Europe and Asia, where favorable regulations continue to drive new investments in renewable energy. 
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The target universe is expanding, as more 
companies choose to stay private for longer

Number of US private equity-backed companies versus 
domestic listed firms on NYSE and Nasdaq

Private markets are too big to ignore

With USD 15.1 trillion in AuM, global private 
markets are hard to ignore

Global private markets assets under management, in USD 
trillion

Note: Closed-ended funds only. Excludes fund-of-funds and secondaries to avoid 
double counting. Source: PitchBook, Preqin, UBS September 2025.

• Private markets comprise private equity, private debt, and real assets. Private equity is the largest segment, representing 65% of total assets under management (AuM), or USD 9.8 trillion in 2024. Real assets 
account for 24% (USD 3.7 trillion), split nearly evenly between real estate and infrastructure, while private debt makes up 11% (USD 1.7 trillion), according to Preqin estimates. Despite this scale, there remains 
substantial growth potential: PitchBook forecasts that global private markets AuM could reach USD 20.7 trillion by 2029—still less than half of S&P 500’s market cap of USD 57 trillion as of August 2025.

• Innovative perpetual fund structures and supportive regulation are expanding private market access for individual investors, offering lower minimums and periodic liquidity—but require careful management of 
redemption risks and may dampen returns due to liquidity buffers and NAV challenges.

• Several factors continue to drive capital flow into private assets, including access to innovation, portfolio diversification, and the potential for enhanced return. Private managers play a pivotal role in funding 
companies at all stages of development, supporting real economic growth. With fewer companies choosing to list publicly and more staying private for longer, accessing high-growth, innovative businesses 
through public markets has become increasingly challenging. As a result, a greater share of value creation is taking place within private markets, making private assets an essential component of diversified 
investment portfolios.

Source: PitchBook, UBS September 2025.
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Illustrative private market allocations (USD)

Charts and scenarios are for illustrative purposes only. Historical performance and forecasts are no guarantee for future performance.
Please see important disclaimer and risk information at the end of the document.

Asset class

Global buyout
Growth/Venture
Private debt
Core real estate
Value add/Opp. RE
Infrastructure

Global Buyout 6.7% 33.3% 66.7%

Growth/Venture 3.3% 16% 33.3%

Private Debt 45% 25.3% 0%

Infrastructure 22.5% 12.7% 0%

Real Estate 22.5% 12.7% 0%

Objective

Characteristics**

Sample Portfolio

Generate income with lower 
risk of capital loss 

Diversified allocation across private 
income and equity strategies

Maximizing long term 
capital creation

Target return p.a. 7 - 9% 9 - 11% 11 - 13%

Target vol. (reported) ~ 6% ~ 9% ~ 14%

Target Max DD Less than 15% Less than 25% Less than 30%

Source: UBS GWM Chief Investment Office (CIO)
**Note: Annualized expected risks / return figures are based on the CIO Capital Market Assumptions (CMA) 2024. Forward-looking expected returns such as CMAs are forecasts and 
are not a reliable indicator of future performance. The CMA assume a full investment exposure to each asset class during the investment period. Expected returns are equilibrium 
returns p.a. (arithmetic returns), risk is measured as volatility of annual log-returns. Volatility measures reflect reported volatility which for private market asset classes are typically 
subject to a smoothing effects. Illiquidity, related risks and foregone are not reflected. Historical data considered 1997-2023.

Personalizing a private market allocation based on an investor’s objectives and risk/return profile

• Asset allocation decisions must consider an investor’s 
objective, risk profile, individual preferences, and 
liquidity constraints.

• Sizing allocations to private assets should be in line 
with an investor’s time horizon and liquidity needs.

• Strategy decisions should be customized to an 
investor’s preferences and preserve overall risk profile 
of their existing portfolio.

• As a general rule, up to 20% of a liquid portfolio 
should enable investors who are eligible to allocate to 
illiquid assets to avoid severe issues during downturns 
(up to 40% if cash flow needs are moderate and/or 
mitigated by sources of external liquidity). For more 
details, refer to our report “Allocating to private 
equity in a multi-asset class portfolio,” published 20 
September 2020.

• Income-orientated investors should seek portfolios 
that generate stable returns through strategies with 
steady operational or senior secured cash flows. 
Meanwhile, capital appreciation-oriented investors 
may aim to derive returns from a portfolio with a 
longer time horizon and focused on private equity 
strategies.
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Even annual commitments, 1986 - 2010

Avoiding the worst 3 vintages

1.81x

1.75x

1.65x

Avoiding the
worst 3 vintages

Even annual
commitments,
1986 - 2010

Missing out on the
best 3 vintages

+3.2%

–6.1%

An even allocation per year helps maintain a steady-state exposure, 
and to navigate the economic cycle

Annual commitments can ensure an investor captures outperformance, while mitigating the impact from lower-performing years

Missing out on the best vintages hurts performance twice as much as 
avoiding the worst vintages

Portfolio multiple of invested capital (MOIC)

Note: Historical buyout cashflows. Data as of September 30, 2023. Source: Burgiss, UBS September 2025.

Net asset value, in USD million

Note: NAV inferred from the historical cash flows and IRR. Data as of September 30, 2023. Source: Burgiss, 
UBS  September 2025.

• A fund’s vintage refers to the year in which a private market closed-ended fund makes its first investment. As these funds typically have lifespans over 10 years or more, their performance is influenced by varying 
macroeconomic conditions and their vintage year. But predicting which vintage will perform best and avoiding those that won’t is no easy task. 

• Market timing is difficult and carries a high opportunity cost. Missing out on the best vintages hurt performance twice as much as successfully avoiding the worst one. Since it is difficult to predict how each vintage will 
fare, we think annual commitments can ensure an investor captures outperformance from the certain vintages, while mitigating the impact from lower-performing years and smoothing exposure across economic cycles. 

• We believe investors who allocate annually to each vintage will naturally achieve a self-funding portfolio over time when capital calls from younger funds are financed by recycling distributions from older funds. Skipping 
vintages may create a gap in distributions, increase capital requirements, or delay the point when a portfolio becomes self-funding. Uneven allocations per year also make it more difficult to maintain a steady-state 
exposure, as measured by the net asset value (NAV), which is already sensitive to the economic cycle.

Private equity 

Vintage diversification: Trying to time the market hurts returns
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The importance of manager selection

Private, closed-end fund net IRR dispersion by strategy (vintages 2002 to 2019)

Note: Performance as of December 2024. Geography: US; Source: PitchBook, UBS, September 2025

Fund return dispersion can be high making manager selection a critical component in building private market allocations
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Risk information

Non-Traditional Assets

Non-traditional asset classes are alternative investments that include hedge funds, private equity, real estate, and managed futures (collectively, alternative investments). Interests of alternative investment 
funds are sold only to qualified investors, and only by means of offering documents that include information about the risks, performance and expenses of alternative investment funds, and which clients are 
urged to read carefully before subscribing and retain. An investment in an alternative investment fund is speculative and involves significant risks. Specifically, these investments (1) are not mutual funds and 
are not subject to the same regulatory requirements as mutual funds; (2) may have performance that is volatile, and investors may lose all or a substantial amount of their investment; (3) may engage in 
leverage and other speculative investment practices that may increase the risk of investment loss; (4) are long-term, illiquid investments, there is generally no secondary market for the interests of a fund, and 
none is expected to develop; (5) interests of alternative investment funds typically will be illiquid and subject to restrictions on transfer; (6) may not be required to provide periodic pricing or valuation 
information to investors; (7) generally involve complex tax strategies and there may be delays in distributing tax information to investors; (8) are subject to high fees, including management fees and other 
fees and expenses, all of which will reduce profits. 

Interests in alternative investment funds are not deposits or obligations of, or guaranteed or endorsed by, any bank or other insured depository institution, and are not federally insured by the Federal 
Deposit Insurance Corporation, the Federal Reserve Board, or any other governmental agency. Prospective investors should understand these risks and have the financial ability and willingness to accept 
them for an extended period of time before making an investment in an alternative investment fund and should consider an alternative investment fund as a supplement to an overall investment program. 

In addition to the risks that apply to alternative investments generally, the following are additional risks related to an investment in these strategies:

• Hedge Fund Risk: There are risks specifically associated with investing in hedge funds, which may include risks associated with investing in short sales, options, small-cap stocks, “junk bonds,” derivatives, 
distressed securities, non-U.S. securities and illiquid investments.

• Managed Futures: There are risks specifically associated with investing in managed futures programs. For example, not all managers focus on all strategies at all times, and managed futures strategies may 
have material directional elements.

• Real Estate: There are risks specifically associated with investing in real estate products and real estate investment trusts. They involve risks associated with debt, adverse changes in general economic or 
local market conditions, changes in governmental, tax, real estate and zoning laws or regulations, risks associated with capital calls and, for some real estate products, the risks associated with the ability 
to qualify for favorable treatment under the federal tax laws.

• Private Equity: There are risks specifically associated with investing in private equity. Capital calls can be made on short notice, and the failure to meet capital calls can result in significant adverse 
consequences including, but not limited to, a total loss of investment.

• Foreign Exchange/Currency Risk: Investors in securities of issuers located outside of the United States should be aware that even for securities denominated in U.S. dollars, changes in the exchange rate 
between the U.S. dollar and the issuer’s “home” currency can have unexpected effects on the market value and liquidity of those securities. Those securities may also be affected by other risks (such as 
political, economic or regulatory changes) that may not be readily known to a U.S. investor.
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Risk information

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS"), part of UBS Group AG ("UBS 
Group"). UBS Group includes former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant to Credit Suisse Wealth Management follows at the end of this section.
The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.

Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other specific product. The analysis contained herein does not constitute a personal recommendation or take 
into account the particular investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. Certain services and 
products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources believed to be 
reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and market prices 
indicated are current as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of using different assumptions 
and/or criteria. UBS may utilise artificial intelligence tools (“AI Tools”) in the preparation of this document. Notwithstanding any such use of AI Tools, this document has undergone human review.

In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts 
due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or 
of defining the asset allocation of portfolio or of computing performance fees. By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise rely on any of the 
information for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant investment 
instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself or to/for any company commercially or financially affiliated to such issuers. 
At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not be readily realizable 
since the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information contained in one or 
more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of an 
investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may be subject to sudden and large falls in value and on realization you may receive back less than you invested or 
may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales 
personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information.

Different areas, groups, and personnel within UBS Group may produce and distribute separate research products independently of each other. For example, research publications from CIO are produced by UBS Global Wealth Management. UBS 
Global Research is produced by UBS Investment Bank. Research methodologies and rating systems of each separate research organization may differ, for example, in terms of investment recommendations, investment horizon, model 
assumptions, and valuation methods. As a consequence, except for certain economic forecasts (for which UBS CIO and UBS Global Research may collaborate), investment recommendations, ratings, price targets, and valuations provided by each of the 
separate research organizations may be different, or inconsistent. You should refer to each relevant research product for the details as to their methodologies and rating system. Not all clients may have access to all products from every organization. 
Each research product is subject to the policies and procedures of the organization that produces it. 
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking, sales and trading 
or principal trading revenues, however, compensation may relate to the revenues of UBS Group as a whole, of which investment banking, sales and trading and principal trading are a part.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in 
general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of our individual clients and we would recommend that you take 
financial and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein.
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Risk information

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability 
whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in which 
CIO manages conflicts and maintains independence of its investment views and publication offering, and research and rating methodologies, please visit www.ubs.com/research-methodology. Additional information on the relevant authors of this 
publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are available upon request from your client advisor.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies 
across geographies approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may inhibit UBS’s ability to participate in or to advise on certain investment opportunities that 
otherwise would be consistent with the Client’s investment objectives. The returns on a portfolio incorporating ESG factors or Sustainable Investing considerations may be lower or higher than portfolios where ESG factors, exclusions, or other 
sustainability issues are not considered by UBS, and the investment opportunities available to such portfolios may differ.
 
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset 
Manager or the External Financial Consultant and is made available to their clients and/or third parties.

USA: This document is not intended for distribution into the US and / or to US persons.

For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.

Additional Disclaimer relevant to Credit Suisse Wealth Management
You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your personal data will be processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse 
website. In order to provide you with marketing materials concerning our products and services, UBS Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify us that you no 
longer wish to receive them. You can optout from receiving these materials at any time by informing your Relationship Manager.

Except as otherwise specified herein and/or depending on the local Credit Suisse entity from which you are receiving this report, this report is distributed by UBS Switzerland AG, authorised and regulated by the Swiss Financial Market Supervisory 
Authority (FINMA).

Version A/2025. CIO82652744
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

http://www.ubs.com/research-methodology
https://www.ubs.com/global/en/wealth-management/chief-investment-office/country-disclaimer-gr.html
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