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	A For real estate debt investors tracking the market is as good as impossible – 
because there is no benchmark. Loans are not valued (marked-to-market) either 
so there is no measurable volatility in investment values over time. The lack of 
liquidity for loans means that they are held on the books at par, unless impaired. 

	A Where there is no observable market return there is no way to determine whether 
diversification has been achieved. The objective of diversification for private credit 
portfolios is therefore focused on reducing ‘specific risk’, without aiming to track 
an elusive market return.

	A But the principle that diversification reduces the impact of ‘specific risk’ still holds. 
All your eggs should not be put in the same basket. But how many baskets you 
choose to use depends on a trade-off between costs and benefits. The higher 
the ‘specific risk’ of an investment, the greater the risk that the investment’s 
performance may deviate from its anticipated path, but also the greater the 
potential benefit from diversifying a portfolio of such investments.

Economist Harry Markowitz’s seminal 1952 essay on modern portfolio 
theory argues that through careful diversification, a portfolio can reduce 
the ‘specific risk’ associated with individual holdings, and more 
effectively track wider market performance. In this paper, however, we 
outline why Markowitz’s theory has limited practical application in private 
markets, and instead lay out an alternative approach to diversification 
that we feel is better suited to real estate and private credit. 
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Real estate debt can act as a significant diversifier in 
institutional investment portfolios. It can be viewed as a 
defensive real estate play, as well as an illiquid form of credit. 
Furthermore, the relative lack of correlation between senior 
real estate debt and other asset classes has great potential to 
reduce overall portfolio volatility. 

The performance of real estate debt over the last couple of 
years, particularly when compared to real estate equity, has 
shown how the uncorrelated nature of the returns available in 
the asset class can be of enormous value to investors. But the 
question remains: how important is diversification within the 
real estate and real estate debt portfolios themselves? 

When real estate investors are faced with significant market 
corrections – such as the 2008-09 global financial crisis, the 
Covid-19 pandemic, or the recent surge in interest rates – 
investment returns can be similarly hit across all sectors. 
Under such market conditions the casual observer may 
struggle to see the benefit of owning a diversified pool of 
assets. After all, if all assets are affected, might an investor not 
be better off sticking with a more concentrated portfolio? 

To answer this question, we take a closer look at the theory 
and practice of portfolio construction for real assets.

The foundations of modern portfolio theory were established 
by economist Harry Markowitz in his seminal 1952 essay on 
the subject. According to Markowitz, the level of risk in any 
investment can be defined by the volatility of the returns 
it delivers. By combining investments in different but 
uncorrelated asset classes, he argues, the behaviour of the 
overall portfolio becomes less volatile – and, as a result, can 
better achieve a given target return. 

When applied to public markets, Markowitz’s theory makes 
it clear that through careful diversification, an investment 
portfolio can reduce the ‘specific risk’ associated with 
individual holdings, and more effectively track wider 
market performance. 

In this paper, however, we will outline why Markowitz’s 
mathematical approach has limited practical application 
in private markets, and will instead lay out an alternative 
approach to diversification that we feel is better suited to 
real estate and private credit. 

Getting a measure of risk
The lasting popularity of Markowitz’s theory lies in the 
simplicity of his definition of risk. However, practical 
application of the theory assumes a stable and efficient 
market of daily traded instruments (which represent a share of 
the underlying company) to make accurate measurements of 
return volatility.

The real estate market, in contrast, is:

	A Inefficient; 

	A subject to significant periodic instabilities; and

	A confined to unique single ownership of real estate assets 
that change hands only every few years or so.

Any research into real estate diversification uses volatility in 
asset valuations as a proxy for risk. Most institutionally-held 
property is subject to quarterly valuations made through 
desktop analyses – not trading data. By definition, you cannot 
have trading data on the assets that make up a private 
portfolio because – unlike listed stocks – no two investors 
hold the same real asset (generally, no two investors can own 
the same building). Therefore, any trading data related to real 
estate typically pertains to assets owned by third parties. 

Private real estate valuation data is therefore influenced by 
the limited trading information available to the valuer relating 
to similar assets. It is quite possible that two buildings on the 
same street with superficially similar characteristics, could sell 
for wildly different prices, even on the same day. Valuations 
differ from actual selling prices regularly, though this 
difference is larger in some parts of the cycle than others.

It is also important to remember that real estate cannot 
be sold on the date of a particular valuation – it often takes 
many months to sell assets, particularly large assets. It 
therefore soon becomes apparent why investors do not rely 
on the volatility of historic valuations to gauge risk in real 
estate transactions.

Scenario-based risk assessment
For real estate investors the risk that demands our upmost 
attention is not historic volatility – it is future threats to the 
value of the property or the ongoing income it generates. 

For real estate investors the risk that 
demands our upmost attention is not 
historic volatility – it is future threats to 
the value of the property or the ongoing 
income it generates.

Real estate is a depreciating asset – it requires capital 
expenditure or it will lose value. Remaining lease terms get 
shorter, and the physical fabric of the building deteriorates 
over time. It means that every piece of real estate has a level 
of ‘specific risk’ that is unique to each asset. It also means that 
what might be classified as a core1 asset today could find itself 
viewed as a core plus2 or value-add3 property in the future.

1 �Core real estate investments are high-quality, low-risk assets that offer the most stable and consistent cash flow. These properties are typically fully leased buildings 
in high-quality locations.

2 �Core plus properties are not as stable a proposition as core real estate, but they are also not in need of a total overhaul. They generally have a greater amount 
of untapped potential. For example, owners can often increase cash flow through light renovations, improving management efficiencies and managing quality 
of tenants.

3 �Value-add opportunistic properties are typically in need of greater overhaul through renovations, rebranding and other operational efficiencies to increase an 
asset’s cash flow.
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Investment risk can be broken down into two 
principal categories:

	A Market risk – affecting the performance of the entire 
market simultaneously.

	A Specific risk – relating to the performance of a 
particular asset.

It’s worth adding that ‘specific risk’ in real estate investment is 
not just limited to the physical property itself. It goes without 
saying that different owners will choose to make different 
management decisions with regard to their assets. Some 
owners will look to maintain a property to the highest 
standard and seek premium rents. Others may choose to 
invest less, and target the mid-market segment. Such 
decisions will affect the overall value of a property and the 
return an investor can expect over the hold-period of the 
investment. It underscores why many lenders place great 
value on a particular owner’s track record and business plan. 

In real estate, much of the ‘specific risk’ is 
driven by events – such as if a particular 
tenant renews their lease or not. 

In real estate, much of the ‘specific risk’ is driven by events – 
such as if a particular tenant renews their lease or not. Such 
concerns are forward looking, and solutions cannot be found 
by looking at historic valuations of the asset. Our approach to 
specific risk ex-ante4 is, therefore, underpinned by scenario-
based forward-looking risk assessment. 

Loan underwriters seek to weigh up all possible outcomes for 
a particular asset – taking into account depreciation, planned 
capital expenditure, event risks and so on. Credit rating 
models then attempt to quantify these risks as they apply to 
the loans. The rating is in effect a judgement on both the 
likelihood of the risk materialising and the impact it would 
have on future returns. Both analyses are difficult to conduct 
accurately, but once the loan is rated, investments in a 
portfolio can then be charted along the horizontal axis of the 
risk-return chart. As Figure 1 illustrates, the greater the risk 
taken, the higher the required return. 

Figure 1: The greater the risk taken, the higher the ‘required’ return.
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Source: Federated Hermes. For illustrative purposes only.

However, ‘actual’ return outcomes can sometimes be very 
different from the ‘required’ return. 

The graph below is, therefore, potentially a better conceptual 
representation of the variation of possible outcomes, 
including profit as well as loss. Actual returns can fall 
anywhere in the shaded area – as we can see, some will 
outperform the required return (shaded green), while others 
will underperform (shaded yellow). 

Figure 2: Possible outcomes vary more widely the higher the risk
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Source: Federated Hermes. For illustrative purposes only.

On the basis that property is typically held for several years, 
where the actual returns end up – according to the range of 
outcomes in Figure 2 – depends on both market risks and 
specific risks. 

The specific risks can be many or few – whether or not an 
investor obtains planning permission, for example, can have 
a significant impact on returns. 

The challenge with this approach is that it does not lend itself 
easily to quantification. But what is clear is that the higher the 
risk of an investment, the higher the possibility that it might 
not achieve the required return. 

Correlation between assets 
In line with Harry Markowitz’s portfolio theory, for 
diversification to effectively reduce ‘specific risk’ in any given 
portfolio the different assets in the portfolio should have a 
limited covariance.5 

It could feasibly be the case in more specialised strategies – 
for example, London offices, or in highly-rated senior loans – 
that the correlation between the different assets is actually 
quite high. 

4 �Translated from Latin, ex ante means ‘before the event’. It refers to future events that are based on forecasts or predictions rather than concrete results. Ex-ante 
can be used to describe the potential returns of a particular asset.

5 �Covariance is a measure of the relationship between two random variables and to what extent, they change together.
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Strategies that focus on certain sub-sectors carry as ‘market 
risks’ the risks that a broader strategy might be able to reduce 
through diversification. 

The challenges that face the office real estate sector – 
following the Covid-19 pandemic and the shift to home 
working – could be viewed as a ‘specific risk’ for an investment 
in an office building which was part of a wider portfolio that 
also included logistics and residential assets.

However, if the aforementioned office building was part of an 
investment strategy focused solely on office space, then amid 
the challenges facing the office sector, it could be viewed as a 
‘market risk’. Any attempt to diversify this office-focused 
portfolio across various office assets would not reduce this risk 
in any material way.

Research suggests that real estate equity strategies can best 
achieve returns throughout the cycle by seeking to find an 
effective mix of property assets with a wide array of 
heterogeneous attributes.6

Such conclusions support the view that real estate is not a 
commodity: an individual property is unique in comparison 
with another when all factors – such as location, age and size 
of property, tenant concentration, quality of fit-out, energy 
efficiency and so on – are taken into account. 

While big market corrections can sometimes impact all 
properties negatively, this research highlights that:

	A Real estate is not a commoditised market.

	A Achieving throughout-the-cycle returns depends on the 
right mix of assets.

Furthermore, the more ‘asset management intensive’ a 
property is, the more likely that the investment outcome is 
driven by risks specific to that asset . It potentially suggests a 
lower correlation between ‘asset management intensive’ 
assets that each carry their own specific set of risks. It is this 
heterogeneity that makes diversification valuable, even in 
specialised property portfolios.

Senior loans, meanwhile, benefit from a material equity buffer 
in the capital structure, protecting against all but the worst 
value movements in the underlying real estate. It implies 
significantly higher levels of correlation between different 
loans – although the loans do retain some exposure to 
specific risks. If a property’s only tenant moves out, for 
example, the senior lender also suffers a disruption in 
income, even if the loan is ultimately fully recovered by a 
sale of the asset. 

Therefore, it would appear that the lower the leverage and 
the higher the interest cover, all else being equal, the lower 
the ‘specific risk’ in a senior loan and, as a result, the less 
potential benefit can be achieved from diversification.

The benchmark problem 
Diversification can be regarded as successful when the 
portfolio tracks the market performance (regardless of 
whether it requires five or 50 assets to achieve this). If the 
purpose of diversification is to build a portfolio that is 
primarily exposed to ‘market risk’ – with limited exposure to 
the ‘specific risk’ inherent in its underlying investments – it is 
important to understand what market (or benchmark) is being 
used to compare performance. 

In equities, there is a clearly defined universe of publicly-listed 
stocks. All investors can own the same stocks and the number 
of shares held can be increased or decreased.

In real estate, the market is less well defined, but is typically 
still represented by a benchmark. However, investors cannot 
own the assets in the benchmark. If a particular building is 
owned by one investor, that asset is excluded from the 
investable universe of all other investors.

Furthermore, real estate ‘ticket size’ – the size of an individual 
investment – depends on the actual size and value of the 
building in question. An investor may want to have a certain 
level of exposure to a particular building, but real estate 
investors can only ever own the entirety of the building or 
none of it (joint ventures are possible but still leave an investor 
a long way from being able to fine-tune a holding size). 

Real estate benchmarks are therefore made up of assets 
owned by other investors and cannot be replicated. The 
investable universe is by definition distinct from the 
benchmark. At best the benchmark is therefore a portfolio of 
comparable assets: it is not ‘the market’. Tracking the market 
return is thus difficult for real estate investors. 

For real estate debt investors tracking 
the market is as good as impossible – 
because there is no benchmark at all. 

For real estate debt investors tracking the market is as good 
as impossible – because there is no benchmark at all. Loans 
are not valued (marked-to-market) either so there is no 
measurable volatility in investment values over time. The lack 
of liquidity for loans means that they are held on the books at 
par, unless impaired. 

Where there is no observable market return there is no way 
to determine whether diversification has been achieved. 
The objective of diversification for private credit portfolios is 
therefore focused on reducing ‘specific risk’, without aiming 
to track an elusive market return. 

6 �See Reid B. (2019), ‘Risk Reduction and Tracking Error in Small Commercial Real Estate Portfolios’, the Journal of Portfolio Management, Real Estate Special Issue.
7 �Assets with a lot of asset management requirements, have a lot of potential outcomes, and therefore carry more risks than those associated with just property. As a 

result, portfolios of such assets would likely benefit from higher granularity (i.e. more diversification).
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How to diversify a real estate debt portfolio?
Taking all of the above into account, we can streamline our 
aim with regard to real estate debt: how can we practically 
reduce the impact of ‘specific risk’ on portfolio performance? 

To answer this question we need to know how many assets are 
required to materially reduce this ‘specific risk’.

In a market characterised by the heterogenous nature of 
the investment, diversification benefits could be had even 
from spreading investments over as little of five properties.8 
More specific risk is diversified away when holding over 200 
assets, but managing a portfolio of such a size presents 
enormous complexity. 

It raises the important question of how much risk is imported 
into any portfolio by complicating portfolio management. 
Holding very granular portfolios of physical assets requires 
larger management teams. When portfolios are hit by market 
risks, it is important that the fund manager can manage its 
positions, which would become increasingly difficult in a 
highly granular portfolio. 

The revised risk and return chart above (Figure 2) highlights 
the fact that the further we move right on the chart, the higher 
the variation of possible outcomes on each investment. 

If this variation is driven by ‘specific risk’, the benefit of 
diversification will be higher. Losses on one asset could be 
largely offset by profits from other uncorrelated assets. The 
reverse also holds; safer investments with lower ‘specific risk’, 
have less need for diversification. 

If we focus on senior real estate loans – where the returns 
typically stray from expectations only if the underlying 
property significantly underperforms its underwriting – there 
may be good reason to believe that correlation between loans 
is high, and the level of ‘specific risk’ is low. 

Therefore, we can draw the conclusion that for defensive 
senior loans a highly granular portfolio (as opposed to a 
portfolio composed of around 10 investments) may fail to 
reduce ‘specific risks’ by much while it may add significant 
management risk. If macroeconomic shocks hit the portfolio, 
the fund manager of the highly granular portfolio has a whole 
raft of investments to take into account. 

In a more concentrated portfolio, the value at risk may be 
similar, but it would be much easier to manage. Much more 
benefit would be derived from diversifying lower-rated credits, 
particularly when their lower rating is driven by ‘specific risks’. 

The implications for portfolio construction are as follows: 
managers should limit the size of loans (or the proportion of 
the portfolio AUM that they represent) based on their risk (or 
credit rating). 

In certain rating bands, we may be happy with a loan 
constituting 20% of the total portfolio. In other rating bands 
we may want to limit exposure for a single loan to 15%, 10% 
or even as little as 5% or 2%. In senior loan portfolios the 
largest two loans may represent as much as 30% of the total 
pool, even if we end up with 20 positions or more in the 
overall portfolio. However, provided that these two loans are 
the strongest credits in the portfolio, this level of portfolio 
skew can be acceptable.

The concept is shown in Figure 3 below, where the line 
represents the maximum allowable ticket size (expressed as a 
percentage of total portfolio size) at any given risk level, and 
individual loans can be plotted into the chart. 

All investments that end up in the portfolio should ideally fall 
into the green shaded area of the chart. An investor with a 
higher risk tolerance may move the line up in any ratings band 
or may construct more of their portfolio towards the right end 
of the green shaded area of the chart. 

Figure 3: Portfolio skew in an ideal world  
The higher the credit rating, the higher the allowable ticket size 
per investment
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Source: Federated Hermes. As at 31 March 2024. For illustrative purposes only.

Please note, target returns are different from actual returns.

The chart illustrates how a loan that sees its credit rating 
deteriorate over time may become a problem in the portfolio. 
The loan size may not have changed, but at the lower rating 
the appetite to hold that risk at size has reduced 
(independent from what the loan may pay in interest or fees). 
If our lower-rated loans have higher interest rates than our 
higher-rated loans, it also means that our largest positions 
earn us the lowest return, but their lower risk is why we are 
happy to hold them in larger tickets.

8 �See Reid B. (2019), ‘Risk Reduction and Tracking Error in Small Commercial Real Estate Portfolios’, the Journal of Portfolio Management, Real Estate Special Issue.
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Conclusion 
We still favour diversification in our portfolio, but it feels like 
we are a long way from Markowitz’s mathematical approach. 

Real estate uses valuations, not trading data, to measure 
volatility, whereas private loans are not marked-to-market at 
all. Therefore, there is no observable volatility to indicate risk 
levels for loans. 

The depreciation of real estate assets combined with the 
significant corrections in the real estate market that 
periodically arise can also make it difficult to judge risk going 
forward based on the valuation trajectory of investments in 
the recent past. 

The depreciation of real estate assets 
combined with the significant corrections 
in the real estate market that periodically 
arise can also make it difficult to judge 
risk going forward based on the 
valuation trajectory of investments 
in the recent past. 

The private nature of the assets makes them generally 
mutually exclusive. It means the market return is not 
observable. Therefore, we cannot ascertain whether 
diversification has been achieved. Given this, a forward-
looking scenario-based risk analysis is our main approach 
to judging risk. 

But the principle that diversification reduces the impact of 
‘specific risk’ still holds. All your eggs should not be put in 
the same basket. But how many baskets you choose to 
use depends on a trade-off between costs and benefits. 

The higher the ‘specific risk’ of an investment, the greater 
the risk that the investment’s performance may deviate from 
its anticipated path, but also the greater the potential benefit 
from diversifying a portfolio of such investments. 

In a portfolio of illiquid private assets, such as bilateral senior 
real estate loans, the highest risk loans (the lowest-rated 
loans) should be taken on in smaller ticket sizes than the more 
highly-rated loans. Linking credit ratings and ticket size (as a 
proportion of the total portfolio size), gives investors a 
practical approach to portfolio construction for private asset 
classes that Markowitz’s theory cannot provide.

Figure 4: How many baskets do your eggs require?
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This portfolio contains illiquid assets. Due to the nature of these assets, being typically private, unique and 
bespoke, these portfolio investments will not be as easily sold in the market as publicly traded securities. Ability to 
redeem from this investment is limited and may be significantly deferred.

The value of investments and income from them may go down as well as up, and you may not get back the original 
amount invested. Past performance is not a reliable indicator of future results.

For professional investors only. This is a marketing communication. The views and opinions contained herein are those of Vincent 
Nobel, Head of Asset-Based Lending, and may not necessarily represent views expressed or reflected in other communications, strategies 
or products. The information herein is believed to be reliable, but Federated Hermes does not warrant its completeness or accuracy. 
No responsibility can be accepted for errors of fact or opinion. This material is not intended to provide and should not be relied on for 
accounting, legal or tax advice, or investment recommendations. This document has no regard to the specific investment objectives, 
financial situation or particular needs of any specific recipient. This document is published solely for informational purposes and is not to 
be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Figures, unless otherwise indicated, 
are sourced from Federated Hermes. This document is not investment research and is available to any investment firm wishing to receive 
it. The distribution of the information contained in this document in certain jurisdictions may be restricted and, accordingly, persons into 
whose possession this document comes are required to make themselves aware of and to observe such restrictions. 

Issued and approved by Hermes Investment Management Limited (“HIML”) which is authorised and regulated by the Financial Conduct 
Authority. Registered address: Sixth Floor, 150 Cheapside, London EC2V 6ET. HIML is a registered investment adviser with the United 
States Securities and Exchange Commission (“SEC”). Distributed in the EU by Hermes Fund Managers Ireland Limited which is authorised 
and regulated by the Central Bank of Ireland. Registered address: 7/8 Upper Mount Street, Dublin 2, Ireland, DO2 FT59.

In Argentina: These materials and the information contained herein does not constitute and is not intended to constitute an offer and 
accordingly should not be construed as such. The products or services referenced in these materials may not be licensed in all jurisdictions, 
and unless otherwise indicated, no regulator or government authority has reviewed these materials, or the merits of the products and services 
referenced herein. These materials and the information contained herein has been made available in accordance with the restrictions and/
or limitations implemented by any applicable laws and regulations. These materials are directed at and intended for institutional investors (as 
such term is defined in each jurisdiction in which these materials are being marketed). These materials are provided on a confidential basis 
for informational purposes only and may not be reproduced in any form. Before acting on any information in these materials, prospective 
investors should inform themselves of and observe all applicable laws, rules and regulations of any relevant jurisdictions and obtain 
independent advice if required. These materials are for the use of the named addressee only and should not be given, forwarded or shown to 
any other person (other than employees, agents or consultants in connection with the addressee’s consideration thereof).

In Australia: This Strategy Document relates to potential offer of financial products or investment opportunities in Australia (Investment 
opportunities). Both Hermes Investment Management Ltd (HIML) and Federated Investors Australia Services Ltd. ACN 161 230 637 (FIAS) 
are the distributors of the Investment opportunities. HIML does not hold an Australian financial services licence (AFS licence) under the 
Corporations Act 2001 (Cth) (“Corporations Act”). HIML operates under the relevant class order relief from the Australian Securities and 
Investments Commission (ASIC) while FIAS holds an AFS licence (Licence Number - 433831). The offer of Investment opportunities only made in 
circumstances under which no disclosure is required under Chapter 6D and Part 7.9 of the Corporations Act. Nothing in this Strategy Document 
is, or purports to be, an offer to a person to whom disclosure would be required under Chapter 6D or Part 7.9 of the Corporations Act.

This Strategy Document is not a disclosure document under Chapter 6D of the Corporations Act or a product disclosure statement for 
the purposes of Part 7.9 of the Corporations Act. This Strategy Document has not been and will not be lodged with ASIC and does not 
contain all the information that a disclosure document or a product disclosure statement is required to contain. The distribution of this 
Strategy Document in Australia has not been authorised by ASIC or any other regulatory authority in Australia. In addition, the Fund is not a 
registered managed investment scheme, as defined in the Corporations Act.

This Strategy Document is provided for general information purposes only and is not intended to constitute, and does not constitute, the 
provision of any financial product advice or recommendation and must not be relied upon as such. This Strategy Document is not intended 
to influence a person in making a decision in relation to a particular financial product or class of financial products, or an interest in a 
particular financial product or class of financial products.

This Strategy Document has been prepared without taking account of your objectives, financial situation or needs and you should obtain 
independent professional financial advice that considers your circumstances before making any financial or investment decisions.

In Bahrain: This document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to 
the public to purchase the strategies will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee 
only and must not be passed to, issued to, or shown to the public generally.

In Brazil: The strategies may not be offered or sold to the public in Brazil. Accordingly, the strategies have not been nor will be registered 
with the Brazilian Securities Commission – CVM nor have they been submitted to the foregoing agency for approval. Documents relating to 
the strategies, as well as the information contained therein, may not be supplied to the public in Brazil, as the offering of strategies is not a 
public offering of securities in Brazil, nor used in connection with any offer for subscription or sale of securities to the public in Brazil.

In Brunei: This document is intended for distribution only to specific classes of investors as specified in the Order and must not, therefore, 
be delivered to, or relied on by, a retail client. The Autoriti Monetari Brunei Darussalam is not responsible for reviewing any documents in 
connection with these strategies. Prospective purchasers of the strategy should conduct their own due diligence.



In Canada: HIML is not registered in Canada as a dealer, adviser or investment fund manager under applicable Canadian securities laws. 
Except for the provinces of Alberta, British Columbia, Ontario, Quebec and Nova Scotia, HIML does not engage in the business of, and 
none of its activities should be construed as holding itself out as engaging in the business of, advising anyone in any Canadian jurisdiction 
with respect to investing in, buying or selling securities. In the provinces of Alberta, British Columbia, Ontario, Quebec and Nova Scotia, 
HIML relies on the international adviser registration exemption pursuant to section 8.26 of National Instrument 31-103– Registration 
Requirements, Exemptions and Ongoing Registrant Obligations. Prior to carrying on any investment advisory or portfolio management 
services for a client located in a Canadian jurisdiction other than Alberta, British Columbia, Ontario, Quebec or Nova Scotia, HIML will first 
need to take certain steps to either obtain the appropriate registration or rely on an available exemption from registration.

In Chile: Federated Hermes is not registered or licensed in Chile to provide managed account services and is not subject to the supervision 
of the Comisión para el Mercado Financiero of Chile 

In China: This document does not constitute a public offer of the strategies in the People’s Republic of China (the “PRC”). The strategies 
are not being offered or sold directly or indirectly in the PRC to or for the benefit of, legal or natural persons of the PRC. Further, no legal 
or natural persons of the PRC may directly or indirectly purchase any of the strategies or any beneficial interest therein without obtaining all 
prior PRC’s governmental approvals that are required, whether statutorily or otherwise. Persons who come into possession of this document 
are required by the issuer and its representatives to observe these restrictions.

In Colombia: This document does not have the purpose or the effect of initiating, directly or indirectly, the purchase of a product or 
the rendering of a service by Federated Hermes (“investment adviser”) to Colombian residents. The investment adviser´s products and/
or services may not be promoted or marketed in Colombia or to Colombian residents unless such promotion and marketing is made 
in compliance with decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign financial and/or 
securities related products or services in Colombia. The investment adviser has not received authorisation of licensing from the Financial 
Superintendency of Colombia or any other governmental authority in Colombia to market or sell its financial products or services in 
Colombia. By receiving this document, each recipient resident in Colombia acknowledges and agrees that such recipient has contacted 
the investment adviser at its own initiative and not as a result of any promotion or publicity by the investment adviser or any of its 
representatives. Colombian residents acknowledge and represent that (1) the receipt of this presentation does not constitute a solicitation 
from the investment adviser for its financial products and/or services, and (2) they are not receiving from the investment adviser any direct 
or indirect promotion or marketing of financial 

In Hong Kong: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise 
caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain independent professional 
advice. The strategies are not authorised under Section 104 of the Securities and Futures Ordinance of Hong Kong by the Securities and 
Futures Commission of Hong Kong. Accordingly, the distribution of this document, and the placement of interests in Hong Kong, is restricted. 
This document may only be distributed, circulated or issued to persons who are professional investors under the Securities and Futures 
Ordinance and any rules made under that Ordinance or as otherwise permitted by the Securities and Futures Ordinance.

In Israel: This document has not been approved by the Israel Securities Authority and will only be distributed to Israeli residents in a 
manner that will not constitute “an offer to the public” under sections 15 and 15a of the Israel Securities Law, 5728-1968 (“the Securities 
Law”) or section 25 of the Joint Investment Trusts Law, 5754-1994 (“the Joint Investment Trusts Law “), as applicable. The strategies 
are being offered to a limited number of investors (35 investors or fewer during any given 12 month period) and/or those categories 
of investors listed in the First Addendum (“the Addendum”) to the Securities Law, (“Sophisticated Investors”) namely joint investment 
funds or mutual trust funds, provident funds, insurance companies, banking corporations (purchasing strategies for themselves or for 
clients who are Sophisticated Investors), portfolio managers (purchasing strategies for themselves or for clients who are Sophisticated 
Investors), investment advisors or investment marketers (purchasing strategies for themselves), members of the Tel-Aviv Stock Exchange 
(purchasing strategies for themselves or for clients who are Sophisticated Investors), underwriters (purchasing strategies for themselves), 
venture capital funds engaging mainly in the capital market, an entity which is wholly-owned by Sophisticated Investors, corporations, 
(other than formed for the specific purpose of an acquisition pursuant to an offer),with a shareholder’s equity in excess of NIS 50 million, 
and individuals in respect of whom the terms of item 9 in the Schedule to the Investment Advice Law hold true investing for their own 
account, each as defined in the said Addendum, as amended from time to time, and who in each case have provided written confirmation 
that they qualify as Sophisticated Investors, and that they are aware of the consequences of such designation and agree thereto; in all 
cases under circumstances that will fall within the private placement or other exemptions of the Joint Investment Trusts Law, the Securities 
Law and any applicable guidelines, pronouncements or rulings issued from time to time by the Israel Securities Authority. This document 
may not be reproduced or used for any other purpose, nor be furnished to any other person other than those to whom copies have been 
sent. Any offeree who purchases strategies is purchasing such strategies for its own benefit and account and not with the aim or intention 
of distributing or offering such strategies to other parties (other than, in the case of an offeree which is a Sophisticated Investor by virtue 
of it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum, where 
such offeree is purchasing strategies for another party which is a Sophisticated Investor). Nothing in this document should be considered 
investment advice or investment marketing as defined in the Regulation of Investment Counselling, Investment Marketing and Portfolio 
Management Law, 5755-1995. Investors are encouraged to seek competent investment counselling from a locally licensed investment 
counsel prior to making the investment. As a prerequisite to the receipt of a copy of this document a recipient may be required by the 
Issuer to provide confirmation that it is a Sophisticated Investor purchasing strategies for its own account or, where applicable, for other 
Sophisticated Investors. This document does not constitute an offer to sell or solicitation of an offer to buy any securities other than the 
strategies offered hereby, nor does it constitute an offer to sell to or solicitation of an offer to buy from any person or persons in any state 
or other jurisdiction in which such offer or solicitation would be unlawful, or in which the person making such offer or solicitation is not 
qualified to do so, or to a person or persons to whom it is unlawful to make such offer or solicitation.



In Japan: Federated Hermes Japan Ltd is registered as a Financial Instruments Business Operator in Japan (Registration Number: Director 
General of the Kanto Local Finance Bureau (Kinsho) No. 3327), and conducting the Investment Advisory and Agency Business as defined 
in Article 28 (3) of the Financial Instruments and Exchange Act (FIEA). Federated Hermes Japan Ltd is acting as agent or intermediary for 
the conclusion of investment advisory contracts or discretionary investment contracts between affiliated companies within the Federated 
Hermes group and Japanese licensed discretionary investment managers, trust banks and other Japanese financial institutions. Federated 
Hermes Japan Ltd is a member of Japan Investment Advisers Association (JIAA). Reference to Federated Hermes in this material is not 
limited to Federated Hermes Japan Ltd, but includes group affiliates.

In Kuwait: This document is not for general circulation to the public in Kuwait. The strategies have not been licensed for offering in Kuwait 
by the Kuwait Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the strategies in Kuwait on the 
basis of a private placement or public offering is, therefore, restricted in accordance with Law No. 7 of 2010 and the bylaws thereto (as 
amended). No private or public offering of the strategies is being made in Kuwait, and no agreement relating to the sale of the strategies 
will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the strategies in Kuwait.

In The Sultanate of Oman: The information contained in this document neither constitutes a public offer of securities in the Sultanate 
of Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal 
Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy Non-Omani securities in the Sultanate of Oman 
as contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued by Decision No.1/2009). Additionally, this 
document is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the Sultanate of Oman.

In Peru: All content in this presentation is for information or general use only. The information contained in this presentation is referential 
and may not be construed as an offer, invitation or recommendation, nor should be taken as a basis to take (or stop taking) any decision. 
This presentation has been prepared on the basis of public information that is subject to change. This information may not be construed 
as services provided by Federated Hermes, Inc. within Peru without having the corresponding banking or similar license according to the 
applicable regulation.

In Saudi Arabia: The document is provided at your request. This document is only available to (i) Authorised Persons, (ii) Exempt Persons 
or (iii) institutions. The strategy is not registered in Saudi Arabia

In South Africa: This document is not intended and does not constitute an offer, invitation, or solicitation by any person to members of the 
public to invest. This document is not an offer in terms of Chapter 4 of the Companies Act, 2008. Accordingly this document does not, nor 
is it intended to, constitute a prospectus prepared and registered under the Companies Act.

In South Korea: Hermes Investment Management Limited is not making any representation with respect to the eligibility of any recipients 
of this document to acquire the strategies therein under the laws of Korea, including but without limitation the Foreign Exchange 
Transaction Act and Regulations thereunder. The strategies have not been registered under the Financial Investment Services and Capital 
Markets Act of Korea, and none of the strategies may be offered, sold or delivered, or offered or sold to any person for re-offering or 
resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and regulations of Korea.

In Spain: This document is issued by Hermes Fund Managers Ireland Limited, Branch in Spain, with Fiscal Identity Number W0074815B, 
registered in the Mercantile Registry of Madrid, - Volume 40448, Book 0, Sheet 16, Section 8, Page M-718259, first registration, with 
domicile at Paseo de la Castellana 18, 7º planta, 28046 Madrid - Spain, and registered in the Comisión Nacional del Mercado de Valores 
with official registration number 36.

In Thailand: The document has not been approved by the Securities and Exchange Commission which takes no responsibility for its 
contents. No offer to the public to purchase the strategies will be made in Thailand and this document is intended to be read by the 
addressee only and must not be passed to, issued to, or shown to the public generally.

In United Arab Emirates (Excluding Dubai International Financial Centre and Abu Dhabi Global Market): This document, and the 
information contained herein, does not constitute, and is not intended to constitute, a public offer of securities in the United Arab Emirates 
and accordingly should not be construed as such. The strategies are only being offered to a limited number of sophisticated investors 
in the UAE who (a) are willing and able to conduct an independent investigation of the risks involved in an investment in such strategies, 
and (b) upon their specific request. The strategies have not been approved by or licensed or registered with the UAE Central Bank, the 
Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. The document is for 
the use of the named addressee only and should not be given or shown to any other person (other than employees, agents or consultants 
in connection with the addressee’s consideration thereof). No transaction will be concluded in the UAE and any enquiries regarding the 
strategies should be made to Hermes Investment Management Limited in London.

In the United States of America: For a full list of all affiliated companies please see the relevant Form ADV. Certain affiliates have cash 
solicitation arrangements under which they receive compensation for referring prospects for advisory services.

In Uruguay: These materials and the information contained herein does not constitute and is not intended to constitute an offer 
and accordingly should not be construed as such. The products or services referenced in these materials may not be licensed in all 
jurisdictions, and unless otherwise indicated, no regulator or government authority has reviewed these materials, or the merits of the 
products and services referenced herein. These materials and the information contained herein has been made available in accordance 
with the restrictions and/or limitations implemented by any applicable laws and regulations. These materials are directed at and intended 
for institutional investors (as such term is defined in each jurisdiction in which these materials are being marketed). These materials are 
provided on a confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any information 
in these materials, prospective investors should inform themselves of and observe all applicable laws, rules and regulations of any relevant 
advice if required. These materials are for the use of the named addressee only and should not be given, forwarded or shown to any other 
person (other than employees, agents or consultants in connection with the addressee’s consideration thereof).
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Federated Hermes
Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide 
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management 
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where 
possible, to contribute to positive outcomes that benefit the wider world.

Our investment and stewardship 
capabilities:

	 Active equities: global and regional

	 Fixed income: across regions, sectors and the yield curve

	 Liquidity: solutions driven by five decades of experience

	� Private markets: private equity, private credit, real estate, 
infrastructure and natural capital

	 �Stewardship: corporate engagement, proxy voting, 
policy advocacy 

For more information, visit www.hermes-investment.com or connect with us on social media:


