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Evidence of widespread conflicts of interest inside investment banks led to the Global Analyst Research Settlement, Sarbanes-
Oxley Act, and Regulation Fair Disclosure (Reg FD). Spending on stock market research has fallen by more than 50% since the
early 2000s, as banks cut back on staff and compensation in the face of these new restrictions and declining brokerage
commission revenues. The decline in research spending has reduced the flow of information that once supported individual stock
prices, which has contributed to lessening the appeal of public listings. C.f. Bradshaw, M, et al. (2017), “Financial Analysts and
Their Contributions to Well-Functioning Capital Markets,” Working Paper

2. “Reflections on the Revolution in Finance,” Carlyle 2021.

3. Carlyle analysis of Preqin data, May 2025.

4. Bartram, Brown, and Stulz, (2018), “Why has Idiosyncratic Risk been Historically Low in Recent Years?” Dice Center for Research
in Financial Economics.

5. Da, Z. and S. Shive. (2017), “Exchange Traded Funds and Asset Return Correlations,” European Financial Management.

6. Gregoire, V. (2024), “The rise of passive investing and index-linked comovement,” The North American Journal of Economics and
Finance.

7. Jiang, H. et al. (2020), “Passive Investing and the Rise of Mega-Firms,” NBER Working Paper 28253.

8. Per Jiang, et al.: During quarters when index funds receive high inflows, the largest firms in the index outperform the index. During
the same quarters, index concentration, as measured by, e.g., the combined portfolio weight of the ten largest firms, increases.
Following the same quarters, the idiosyncratic stock return volatility increases for large firms, and does so twice as much as for
smaller firms. Finally, large firms experience higher stock returns than smaller firms when they are added to the index.

9. Campbell, JY. et al. (2020), “Macroeconomic Drivers of Bond and Equity Risks,” Journal of Political Economy.

10.  So-called “risk parity” portfolios build leveraged positions in bonds to offset declines in stocks on a 1:1 basis.

11.  Brown, G., et al. (2025), “Risk-adjusted performance of private funds: What do we know? Institute for Private Capital.”
https://uncipc.org/index.php/publication/risk-adjusted-white-paper/. Pledging company assets for term finance, as done in
buyout transactions, is quite different from leveraging stocks through margin finance. There is no “leveraged beta” relationship
because there’s no mark-to-market maintenance requirements or margin calls of a sort that often force stock investors out of
leveraged positions during periods of market volatility.

12.  For private equity, it comes largely from the “control premium” associated with active management and the associated reduction
in agency costs. For private credit, it is a selection effect tied to the non-economic advantages of speed of execution, price
certainty, and the flexibility of financing packages, including delayed drawdowns.

13.  C.f. Brunnermeier, M. and L. Pedersen. (2007), “Market Liquidity and Funding Liquidity,” NBER Working Paper 12939; Coval, J. and
E. Stafford. (2007), “Asset Fire Sales (and Purchases) in Equity Markets,” NBER Working Paper 11357; Bian, J. et al. (2018),
“Leverage-Induced Fire Sales and Stock Market Crashes” NBER Working Paper 25040.
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Figure 1. Source: Carlyle Analysis; Pitchbook, CRSP, April 2025. There is no guarantee any trends will continue.

Figure 2. Source: Carlyle Analysis, CRSP, Dealogic, Bloomberg, May 2025. There is no guarantee any trends will continue.

Figure 3. Source: Carlyle Analysis; Brown, Keith C., Wiles, Kenneth W., “The Growing Blessing of Unicorns: The Changing Nature of
the Market for Privately Funded Companies,” Journal of Applied Corporate Finance, 2020. There is no guarantee any trends will
continue.

Figure 4. Source: Bartram, Brown, and Stulz, (2018), “Why has Idiosyncratic Risk been Historically Low in Recent Years?” Dice
Center for Research in Financial Economics. There is no guarantee these trends will continue.

Figure 5. Source: Carlyle Analysis, CRSP, Bloomberg data, May 2025. There is no guarantee these trends will continue.

Figure 6. Source: Carlyle Analysis; Bloomberg, May 2025. There is no guarantee any trends will continue.

Figure 7. Source: Carlyle Analysis; Bloomberg, May 2025. There is no guarantee any trends will continue.

Figure 8. Source: Carlyle Analysis; Federal Reserve Bank of New York, Bloomberg, May 2025. There is no guarantee any trends will
continue.

Figure 9. Source: Carlyle Analysis; Cliffwater 2025 Long Term Capital Markets Assumptions as of January 2025. These represent
annualized expected returns over the next 10 years. There is no guarantee any trends will continue.

Figure 10. Source: Carlyle Analysis; Robert Shiller, Department of Yale Economics Data, May 2025. Shiller, Robert J. “Do Stock
Prices Move Too Much to Be Justified by Subsequent Changes in Dividends?” The American Economic Review, vol. 71, no. 3, 1981,
pp. 421-36., Bloomberg, May 2025. There is no guarantee any trends will continue.

Figure 11. Source: Acharya, Viral V. and Pedersen, Lasse Heje, Asset Pricing with Liquidity Risk (2004). There is no guarantee any
trends will continue.

Figure 12. Source: Carlyle Analysis; Bloomberg, May 2025. There is no guarantee any trends will continue.

Figure 13. Source: Carlyle Analysis; MSCI-Burgiss; Bloomberg, May 2025. There is no guarantee any trends will continue.
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