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2A  L E T T E R  F R O M  T H E  P R E S I D E N T

Dear Clients and Friends,

F.L.Putnam had an incredibly eventful year in 2024. Our company, which was founded in 1983 by David Putnam, 
brought the entire team together in Beverly, MA, in June to mark and celebrate FLP’s 40th anniversary and to plot 
our course for the future. It was a great opportunity to bring us all together in one setting for two days of business 
and team bonding. 

The strong markets in 2023 and 2024 were a catalyst for us to heavily reinvest back into our business and we were 
fortunate to hire exceptional talent across the business as well as to expand our footprint into three new office 
locations. Most importantly, we have expanded the resources and expertise available to our clients and added new 
services. It is only by virtue of our growth that we are able to add to our capabilities. We aspire to be an ever more 
valuable partner to our clients and to add greater value for our clients as each day passes. 

Our 2024 highlights include:

Adding 33 employees: 

• 13 individuals supporting client services, operations, and technology 
• 6 client advisors, deepening our financial planning offering
• 6 senior executives and portfolio managers on the asset management side, adding expertise in Global 

Equity Income and International Equity, and broadening our fixed income capabilities
• 7 supporting investment research for both public and alternative investments
• and Chief People Officer Molly O’Connor, who is responsible for leading our human resources efforts

We are excited to have the opportunity to work with the clients of the 4 companies that joined us in 2024 from 3 new 
locations:

• Arbor Capital Management, Amherst, NY
• Four Ponds Financial Planning, Mashpee, Massachusetts
• Ascension Asset Management, operating from our New York City office
• Darwin Trust Company, a New Hampshire trust company, operating in Nashua, NH and Lynnfield, MA

While some of the biggest resource additions in 2024 were made in the areas of financial planning, asset 
management, and alternative investments, we now have the ability to serve clients in the capacity of corporate and 
administrative trustee through our combination with Darwin Trust, a NH trust company that you will hear more 
about in the weeks ahead. Lastly, we were able to implement new technology that allows us to directly manage the 
corporate retirement plans (401k etc.) for many of our clients. Should you be interested in learning more about any 
of these investments in our business we encourage you to reach out to your advisors.

As we look forward to 2025 and beyond, we are excited to continue to put down more roots and expand our 
offerings to you.

Happy New Year,

Tom Manning
President and CEO
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US            
Large Cap

We are overweight large-cap stocks, as they continue to represent clear market leadership. Specifically, the Magnificent 7 
– companies heavily leveraged to the AI investment cycle – are still driving most of the market-cap-weighted S&P 500 
Index’s return. Related, we still favor US stocks broadly, as the US economy and Dollar remain strong, and the majority of 
AI capital expenditures are being made right here in the US.  

US Mid Cap

We remain overweight mid-cap stocks, though they are trailing their large-cap brethren. While large-caps offer financial 
stability, those not directly exposed to AI are often mature companies exhibiting slow growth. Small-caps have historically 
offered faster growth but have recently struggled with higher interest rates. Mid-caps offer a nice balance between the 
two and continue to trade at a discount to large-caps, while normally trading at a slight premium.

US             
Small Cap

Small-caps are hurt by higher interest rates more than large- and mid-caps because they often seek more bank lending, 
which is adjustable-rate debt. This is why they suffered so greatly as interest rates rose to multi-decade highs in 2023. 
While they now trade at a big discount to large-caps, we remain underweight as they'll need interest rates to fall 
materially to durably outperform. We don't currently see that happening, as we expect the US economy to remain strong 
and inflation sticky. 

Int’l 
Developed  
Large Cap

Developed international equities have long appeared attractive on a valuation basis but continue to underperform US 
equities. Structural demographic and economic weaknesses, along with an elusive recovery in China, have kept 
economic growth weak and our positioning underweight. Persistent US Dollar strength also remains a headwind. A 
durable rebound in Chinese economic growth and/or US Dollar weakness would improve the outlook materially, though 
these aren't among our base-case assumptions.

Int’l Dev 
Small Cap We eliminated exposure to this asset class in the summer of 2022, consistent with our preference for US equities. 

Emerging 
Markets (EM)

Broad EM equity exposure hasn’t made sense for some time, leaving us at underweight. Historically the largest weight in 
the EM index, China has been slowing materially for years. Further, China’s relationship with the US continues to 
deteriorate, even as US Dollar strength exerts an additional headwind. We recently added a 2% weight to India, based on 
structural economic growth, demographics, and the ongoing shift of global supply chains from China to India.

US Treasurys Interest rates have risen across all maturities, making US Treasurys more attractive as a hedge against an economic 
downturn. We are maintaining our current exposure but would increase our allocation opportunistically and if needed.

US TIPS
We have maintained an allocation to short-term TIPS to hedge against higher, more persistent inflation. Inflation 
pressures are easing, but at a slower pace than the market expected. TIPS remain attractive as a diversifier and an 
inflation hedge, and we will remain invested until a better investment opportunity arises.

US 
Securitized

US securitized bonds offer attractive yields, limited interest rate risk, and stable cash flows backed by consumer-focused 
collateral. They also increase diversification with risk characteristics that differ from traditional corporate credit.

US 
Corporates

Resilient US economic growth has caused corporate yield spreads to tighten to overvalued levels.   Even so, nominal yields 
are attractive, and the incremental yield over comparable US Treasurys is additive to portfolio returns. We are selectively 
choosing the bonds of issuers that are well-equipped to handle any softening in the US economy. 

High Yield
We currently have no exposure to the traditional, syndicated High Yield asset class. Within this sector, credit 
fundamentals remain solid, and funding conditions remain favorable for companies. Tight credit spreads, which are well 
below their long-term median values, have us waiting opportunistically for a chance to allocate here. 

Floating Rate
Bank stress ramped up sharply in March 2023 and, given tightening financial conditions and banking sector issues, we 
eliminated our exposure to floating rate bank loans. We hold an allocation to investment grade floating rate notes for 
their ability to preserve principal in any interest rate environment.

Emerging 
Markets

With low growth and credit concerns outside the US, we continue to remain within the US for our fixed income exposure, 
as a defensive measure. US Dollar strength on rising interest rate differentials has supported this posture.

Private Credit 
/Preferred 
Equity

Private credit offers an attractive yield and benefits from major banks’ recent exit from various credit businesses. It 
maintains strong underlying issuer credit quality. We are using private credit for accredited clients and maintaining 
exposure to preferred stocks for clients that do not qualify for participation in the private credit fund we’re using.

Commodities 2022’s elevated inflation made commodities look attractive as a hedge. The Fed’s success in bringing inflation back down 
via higher interest rates resulted in our elimination of our position in early 2024.​ 

Real Assets This asset class offers attractive yields after inflation relative to bonds. It also improves diversification in portfolios and will 
likely dampen volatility in an environment of rising interest rates and/or inflation.

E Q U I T I E S

F I X E D  I N C O M E

A L T E R N A T I V E S

Overweight Neutral Underweight No Exposure

T A C T I C A L  A S S E T  A L L O C A T I O N  P O S I T I O N I N G 3
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2024 was a year of economic resilience, political turbulence, 
and strong financial market performance in the United States. 
Despite persistent fears ranging from recession to revolution, 
when all was said and done, a balanced portfolio consisting of 
60% S&P 500 and 40% Aggregate Bond provided a total return 
of more than 15%. Again, we are reminded of the importance of 
maintaining a diversified, long-term investment strategy and 
the potential pitfalls of market timing based on short-term 
predictions or political events.

Investors seemed to care most about just three things in 2024: 
a stronger-than-expected economy, artificial intelligence (AI), 
and former President Donald Trump’s re-election. Gross 
Domestic Product (GDP) growth for the year was approximately 
2.7%, although as the year went on it accelerated, driven by 
strong consumer spending, robust job creation, and massive 
investment in key sectors like technology (AI) and 
manufacturing. Meanwhile, the labor market remained solid, 
though there were signs of softening late in the year, as the 
unemployment rate crossed back above the 4% threshold for 
the first time since 2021. Inflation continued its downward 
trajectory, with the Consumer Price Index (CPI) slowing to 2.7% 
in November, near the lowest level in more than three years. In 
response, the Federal Reserve (Fed) initiated a new monetary 
easing cycle in September, announcing its first interest rate cut 
since the Covid pandemic began. By year-end, the Fed had cut 
the Federal Funds Rate two more times, to a range of 4.25-
4.50%.

The 2024 presidential election was the defining political event 
of the year. Donald Trump reclaimed the presidency, with – 
ironically, given headline US economic strength – economic 
concerns playing a crucial role in the outcome. Regardless, 
given his longstanding policy of lowering corporate taxes and 
reducing regulation, his election only further ignited the stock 
market melt-up that had begun earlier in the year. 

Ultimately, the US stock market delivered exceptional returns in 
2024 – as it did in 2023 – again defying initial cautionary 
predictions. Large-cap US Growth stocks led the way to one of 
the best years on record. The S&P 500 Index posted a total 
return of 25%, after registering a 26% return in 2023. This 
marked the first time the S&P 500 has gained more than 20% in 
consecutive years since 1997-98 and represented likely 
confirmation that we are now in an AI-led bull market much like 
the “dot-com”-led rally of the late-1990s. Although that time 
period ended with sharp declines in equity indices, the 
cumulative return between 1994-1999 was 224% (26% 
annually). By comparison, the cumulative return from the 
March 2020 pandemic lows until the end of 2024 has been 
notably lower at 172% (23% annually). Investors’ memories of 
the dot-com bubble loom large, but we believe the earnings 
supporting the current AI-led rally are much stronger than the 
(lack of) earnings in the late 1990s.

In 2024, diversifying US equity exposures like US mid caps 
(+13.9%) and US small caps (+8.7%) generated solid absolute 
returns, though they paled in comparison to the AI-driven 
Magnificent 7 (+67.3%), which drove the 25% gain of the S&P 
500 via those stocks’ roughly 33% weighting in the index. The 
S&P 500 Equal Weight Index, by comparison, rose just 12.8%. 

International equities faced headwinds from geopolitical 
tensions, slower economic growth (especially in China) and a 
strong US Dollar (+7%), resulting in weak results relative to the 
US. Emerging market equities gained 7.8%, while developed 
market equities added a paltry 4.4%. The US outperformed the 
rest of the world for the 13th time in 15 years. 

The bond market generated lackluster returns as well, with US 
intermediate-term bonds returning 2.9%. Despite concerns 
about rising interest rates, bonds remained an attractive option 
for conservative investors seeking steady income. Real assets 
had a mixed year. Real estate struggled under the weight of 
higher interest rates, refinancing risks and ongoing office sector 
woes, and finished down 1%. Other real assets (timberland, 
farmland, energy infrastructure, etc.) managed to outperform 
the US bond market, with returns approximating 3.5%.

As we think about 2025, risks have certainly emerged – 
elevated equity valuations and excessively optimistic investor 
sentiment after back-to-back 20%-plus gains, sticky core 
inflation potentially exacerbated by tariffs and deportations, 
higher long-term interest rates on higher inflation and rising 
concern about US debt and deficits – our forecast is generally 
for more of the same, though with lower total returns and more 
volatility. That means pro-growth, with an overweight to US 
equities – including the MAG7 for AI exposure – and 
underweight/diversifying positions in cheaper mid-cap, small-
cap, and international equities, as well as fixed income and 
alternatives (likely to be helpful in hedging inflation risk in 
traditional fixed income). Given the starting point, it’s probable 
we’ll need to be more tactical in 2025, as bouts of risk-off are 
likely to be more severe than in 2024, but we still feel equities 
will be the highest returning asset class going forward.

M A C R O E C O N O M I C  A N D  M A R K E T  O V E R V I E W

 Magnificent 7 returns
 S&P 500 returns
 S&P 500 Equal-weight returns

Source:  Bloomberg Finance LP
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Despite a dip in December, the fourth quarter of 2024 added to 
a string of recent gains in equity markets. The S&P 500 ended 
the year with a total return of 25% in 2024, which followed a 
gain of 26% in 2023. It’s unusual to see back-to-back years with 
returns of this magnitude, but in this instance the steady rise in 
equity markets has been driven by a multitude of factors: 
depressed valuations following the earnings recession and spike 
in interest rates in 2022, steady improvement in the monetary 
policy outlook, broadening and accelerating profit growth, and 
an extraordinary investment cycle in AI infrastructure. This 
confluence of factors resulted in pronounced leadership by 
large US stocks and by the shares of the very largest US 
companies in particular.  On the other hand, international 
equity significantly underperformed the US market due to 
weaker corporate earnings growth and rising geopolitical 
uncertainties. As we look ahead to 2025, we remain optimistic 
on equities and especially on large US equities as many of the 
drivers of recent equity market returns remain intact. On a 
shorter-term basis, we are wary of current valuations and 
sentiment, which have become elevated despite increased 
uncertainty due to a shifting monetary policy and political 
backdrop.  

One of the key themes of 2024 was the acceleration and 
broadening of corporate earnings growth. At the beginning of 
the year, market participants had anticipated a recovery in 
corporate profits after a challenging 2023, and the results have 
largely lived up to these expectations. Earnings have not only 
improved for the AI-driven large-cap technology companies but 
have also expanded across sectors that had been lagging. The 
broad rally has not only been driven by improving earnings but 
also by favorable macroeconomic conditions, such as 
moderating inflation and interest rates, as well as a resilient 
global economy. 

While strong earnings growth and market returns in 2024 have 
contributed to a favorable investment climate, they have also 
led to concerns about market valuations. The S&P 500, for 
example, is near all-time highs and boasts a 2-year estimated  

P/E

E Q U I T Y  M A R K E T  O U T L O O K

This is especially true in the more speculative corners of public 
equity markets such as quantum computing, which have been 
booming.  While elevated valuations and complacency can 
persist for extended periods, they also create an inherent risk: if 
earnings growth slows or if macroeconomic factors shift 
unexpectedly, even modest adjustments in profit expectations 
could lead to a sharp correction in equity prices.

As we enter 2025, there are several key risks on the horizon 
that could provide a catalyst for a correction in equity markets. 
Political uncertainties continue to loom large, both in the US 
and globally. In the US, the incoming administration could 
introduce volatility with potential shifts in fiscal policy, taxation, 
and regulation. Globally, geopolitical risks could disrupt supply 
chains and international trade and further contribute to market 
instability. In addition, inflationary pressures, while moderated, 
are not entirely under control, and central banks may be 
compelled to keep interest rates higher than previously 
anticipated if inflation resurges. Tighter monetary policy could 
lead to higher borrowing costs, which would weigh on 
corporate profitability and potentially reduce consumer 
spending, both of which could have a negative impact on equity 
valuations.

As we look ahead to 2025, we remain optimistic about the 
prospects for equities for the year as a whole and over the long 
term, although we also acknowledge that short-term risk has 
increased. Valuations are stretched, and investor sentiment has 
become ebullient such that a correction seems not only likely 
but possibly imminent as shifting monetary and political factors 
begin to exert their influence. Investors should prepare for 
increased volatility, which is likely to generate attractive buying 
opportunities in 2025, particularly among the large US growth 
stocks that have been leading the market given their robust 
fundamentals.  We remain tilted toward higher quality large US 
stocks over smaller or international companies and expect that 
taking advantage of short-term challenges by remaining 
focused on solid long-term fundamentals will be key to success 
in the year ahead.

5

P/E ratio 19% higher than the 
10-year median as shown at 
right. This suggests that much 
of the positive outlook for 
future earnings has already 
been priced in to some extent. 
Equally concerning is the state 
of some longer-term 
measures of investor 
sentiment. After two years of 
remarkable equity gains, it 
appears that many investors 
have grown complacent and 
are taking the bullish market 
environment for granted.

S&P 500 Price / 24 Month Estimated Earnings/Share

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source:  Bloomberg Finance LP
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In 2024, the start of the Fed’s rate-cutting cycle and a robust US 
economy propelled “risk-on” sentiment within fixed income 
markets. In US Treasury markets, this was reflected in higher 
rates and a steeper yield curve, led by the 10-Year US Treasury 
that ended the fourth quarter at 4.57%, an increase of 0.69% in 
2024. After rising as high as 5.04% in April, the 2-Year US 
Treasury Yield ended December at 4.24%, slightly lower than 
where it started the year. The realization of Federal Fund rate 
cuts and gradually improving inflation were the main reasons 
for this decrease. With a current positive spread of 0.33% 
between the 2-year and 10-year yields, the curve has regained 
a more normalized, upward sloping shape, which is a positive 
sign. In credit markets, positive sentiment is apparent in some 
of the tightest credit spreads in the last thirty years. The current 
high yield spread1 of +287 basis points (2.87%) is well below its 
30-year median value of +435 (4.35%), reflecting minimal credit 
stress. Due to tighter spreads and higher rates, any fixed 
income sector that was lower in credit quality and short in 
duration performed well in 2024. Short duration Treasury 
Inflation-Protected Securities (TIPS) also performed admirably 
as inflation stalled between 2.5% and 3%, above the Fed’s 
stated 2% target. 

Our main fixed income investment themes in 2025 are guarding 
against inflation, maintaining liquidity, and reducing duration. 
Inflation has generally been on a downward trend since early 
2022, but progress has stalled over the last six months. In our 
view, inflation will remain problematic in 2025 with a strong 
labor market and wage growth leading to continued elevated 
levels in service and shelter inflation. We are also embarking on 
what is expected to be a lower tax, lower regulation, higher 
tariff regime under President Trump and a Republican congress, 
which may further increase inflation risk. TIPS remain our 
favored way to hedge against inflation in fixed income 
portfolios. 

Increasing liquidity, our second theme, will be of particular 
focus in the year ahead if credit spreads remain tight. Spreads 
are at levels where even modest widening could lead corporate 

bonds to underperform US Treasurys. Adding liquidity enhances 
our ability to tactically invest when volatility inevitably 
overtakes markets. We continue to be selective when investing 
in corporate credit, focusing on bonds with attractive yields and 
issuers that can weather economic disruption. 

Our third theme of reducing duration is a direct response to 
inflation and government policy risk. Interest rate markets 
appear increasingly concerned about elevated deficits as 
evidenced by the 10-Year Treasury term premium. The term 
premium, which measures interest rate path “uncertainty,” has 
risen 75 basis points (0.75%) in the last three months. US 
Treasury markets remain unnerved by the prospect of runaway 
deficits, despite initial optimism about the newly formed 
Department of Government Efficiency’s plan to cut government 
spending by $2 trillion. After first moving lower, rates 
subsequently increased, as wrangling over the debt ceiling 
illustrated that government dysfunction is as present as ever. 
We plan to reduce duration slightly and remain wary of 
increased interest rates due to deficit concerns and policy 
uncertainty. 

The outlook for interest rates in 2025 is cloudier than usual. 
Bloomberg asked fifty-one strategists where the 10-Year 
Treasury Yield will end in 2025, and the range of responses 
were as low as 2.98% and as high as 5.50%. Interest rate 
volatility seems inevitable as the market wrestles with fiscal and 
monetary policy, deficits, recession possibilities, and inflation 
risk. We still view corporate credit as an attractive sector in 
which to invest, although we are focusing on increasing liquidity 
within corporate credit. Municipal bonds look relatively 
attractive on a tax-adjusted basis, and we continue to like short-
duration TIPS as a hedge against inflation. Overall, an upward 
sloping curve and attractive bond yields bode well for fixed 
income returns going forward, especially for investors who can 
be tactical and opportunistic in an expectedly volatile year.

6F I X E D  I N C O M E

1Bloomberg US Corporate High Yield Average OAS (option-adjusted 
spread)
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What is private infrastructure?

Private infrastructure investing has emerged as an attractive 
opportunity for investors seeking exposure to both long-term 
global trends and stable returns. Let’s first define what 
infrastructure investing is. 

Infrastructure investments provide debt or equity financing of 
physical assets that distribute resources, goods, commodities, 
and people across the global economy. Some examples include 
power grids, ports, bridges, and data centers. The essential 
nature of these assets across sectors including energy, 
transportation, and digital connectivity results in consistent 
demand in usage rates and, subsequently, consistent revenues. 
This in turn is a contributing factor to infrastructure’s lower 
volatility compared to other asset classes.

In addition to traditional sectors like utilities and conventional 
energy, the asset class includes businesses critical for long-term 
energy security (e.g., liquified natural gas, renewable energy 
generation, and circular economy businesses like energy-from-
waste), the digital revolution (e.g., fiber optic networks, data 
centers, and telecom towers), and onshoring across industries.

Private infrastructure investments provide diversification 
and stability to a portfolio

Investing in infrastructure via private investments offers several 
advantages in a diversified portfolio. For starters, private 
infrastructure investments – like many private investments – 
exhibit low correlation to both stocks and bonds. This means 
when stocks and bonds zig, private infrastructure tends to zag. 
Second, these assets typically generate stable cash flows 
through long-term contracts or regulated revenue streams, 
often tied to inflation. This characteristic, along with the private 
nature of the asset class, leads to a return profile that is more 
stable than publicly available options like stock or real estate 
investment trusts (REITs). As a result of these attractive traits, 
private infrastructure has historically provided downside 
protection in down markets for stocks or bonds.

Global trends are driving infrastructure demand

Infrastructure as an asset class is positioned to benefit from 
several global trends in the coming years. Decarbonization, 
digitalization, and deglobalization are driving significant capital 
needs for projects in power generation and distribution, data 
centers, and smart city developments, according to Brookfield 
internal research.

With the rise of AI, rapid development of related technologies 
will drive demand for many critical infrastructure assets and 
industries. Data centers, for example, will be required to provide 
the infrastructure to store and transmit the growing pool of 
data-supporting AI tools, underscoring that AI innovations will 
drive increased data infrastructure.

This also dovetails into the energy equation. Just as AI creates a 
need for additional data storage capacity, it also materially 
increases energy consumption. To put this in context, recent 
analysis shows that a simple ChatGPT query takes three to 36 
times more energy than a similar Google search. In other words, 
the continued adoption of AI tools will directly increase the 
need for additional power generation and transmission assets. 
This is in addition to the energy transition, where governments 
worldwide are incentivizing private capital to renewable energy 
projects, battery storage systems, and grid modernization 
through policies like the US Inflation Reduction Act and Europe’s 
Green Deal Industrial Plan. 

Additionally, public-sector budget constraints have widened the 
funding gap for infrastructure, estimated at $94 trillion by 2040 
(Oxford Economics), presenting significant opportunities for 
private capital to address critical needs. Rebuilding the physical 
economy in the US—including improving and repairing 
infrastructure, expanding manufacturing capacity, and 
accelerating homebuilding—has become a topic of increasing 
consensus across both the public and private sectors.

rates

7

Source:  Brookfield

Conclusion

Private infrastructure investing has emerged as an attractive 
opportunity for investors but does not come without risk. The 
most salient risk is illiquidity. The private nature of these 
investment opportunities is a large step away from the daily 
liquidity we enjoy in public equity markets. Additionally, these 
investments are subject to a degree of legislative/political risk.  
Any potential changes to the aforementioned Inflation 
Reduction Act by the new administration could create 
headwinds for certain segments of the asset class.  As with all 
potential investment opportunities, investors should weigh 
rewards with risk and consider portfolio fit in their decision-
making process.

Source:  Oxford Economics, "Global 
Infrastructure Outlook," August 2023. 
Represents trends from 2016 to 2040. 
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solutions amid limited traditional exit options. We continue to 
believe that GP-led secondaries are a means to obtain high-
quality private equity exposure and believe the trend has many 
more years to go before investor liquidity issues are adequately 
resolved.

Private Credit
Private Credit continued to grab headlines and be the primary 
allocation for investors ramping their allocations to private 
markets. The asset class, which was a niche market a decade 
ago, has now become a staple of the corporate lending sector, 
growing to an estimated $1.5 trillion. The past year saw strong 
capital raising and deal flow/issuance. With private equity deal 
flow muted, strong inflows into private credit led to high 
competition and spread compression, with most of the activity 
coming from refinancings of existing loans. According to 
Pitchbook, by 9/30/2024, refinancing deals surpassed 2023 
levels, with 158 transactions versus 118 transactions, 
respectively. The private credit market also saw increased 
competition

Source: Jefferies Private Capital Advisory

Private assets broadly appreciated in 2024 as economic growth, 
stable interest rates, and business confidence supported 
markets. Purchases and sales, captured in IPO and M&A 
activity, remained sluggish relative to historical standards but 
witnessed a pickup in the second half of 2024 that is expected 
to carry into 2025. Financing activity for the year was robust as 
private credit and public credit markets competed for a healthy 
refinancing pipeline, particularly once the Fed signaled dovish 
policy in the second half of 2024. Against this favorable 
backdrop, markets continued to exhibit have-and-have-not 
dynamics. Assets aggressively financed when interest rates 
were lower are struggling with the new interest rate regime, 
with 2018-2020 vintage real estate and private equity funds the 
most impacted. Owners with troubled assets are kicking the can 

Private Equity
Overall, valuations trended positively for private equity during 
the fourth quarter and over the second half of 2024. For the 
second half of the year, private equity deal activity and 
distributions remained low relative to historical standards 
despite an uptick in activity relative to the start of the year. 
Against this backdrop of low deal volumes and distributions 
back to limited partners (LPs), fundraising remains challenging. 
While these trends will persist into 2025, a slow but gradual 
thaw is underway.  

• Deal Volume/Fundraising: Capital raising rebounded in late 
2024 after a slow first half, tracking to match 2023 levels 
despite distribution constraints. The median time to close 
US private equity funds stretched to 16.7 months by 
November 2024, up from 10.9 months in 2022 and the 
longest period since 2010. While dry powder exceeded $1 
trillion in 2022 as fundraising outpaced deployments, this 
trend has reversed sharply as fundraising stalled. In 2024, 
most funds fell short of their target sizes, forcing them to 
either

down the road as much as possible to 
avoid selling or defaulting on over-
leveraged assets. We expect to see more 
cathartic sales activity in 2025 clearing 
out the bad balance sheets that were put 
in place before 2022. Additionally, assets 
with substantial changes in end-market 
demand are being rewarded (i.e., 
datacenters, AI-related businesses, 
beneficiaries of government spending) or 
punished (i.e., office real estate). 
Investments heavily reliant on the market 
for additional equity investment such as 
cash burning venture-backed businesses 
or debt infusions such as cash burning 
private equity and real estate will 
continue to struggle under current 
conditions. 

either extend fundraising or close below target. This 
environment has created opportunities in seasoned 
primaries – funds that already contain mature investments 
at final close, offering reduced blind pool risk and potential 
immediate performance gains. 

• Secondaries Activity: Secondaries activity remained robust 
over the second half of 2024, as managers had to be more 
proactive to generate distributions given sluggish M&A and 
IPO markets. Secondary market volumes soared in 2024, 
reaching $140 billion – a 20% jump from 2023 (see table 
below from Jefferies highlighting total global secondaries 
market annual transaction volume). A looming maturity wall 
faces private equity managers, with over 50% of active fund 
capital now six years or older, requiring imminent exit 
solutions

Total Annual Global Secondary Transaction Volume as of July 31, 2024
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competition from the broadly syndicated market. Collateralized 
Loan Obligation formation in 2024 drove aggressive loan 
pricing, with 41% of deals priced at the Secured Overnight 
Financing Rate +500-549 bps in H2 2024, up from 7% in H2 
2023, making it difficult for private lenders to compete. This 
suggests a normalization for performance in the 2024 vintage. 
The key driver for private credit opportunities in 2025 will 
depend on private equity deal volume recovery. Given the 
competitiveness in corporate direct lending, we expect market 
participants to diversify into asset-backed lending, 
infrastructure debt/equity, and real estate debt/equity to 
generate incremental yield. 

Legacy private credit portfolios, particularly 2018-2021 vintage 
loans nearing maturity, reveal distinct performance patterns: 
strong early returns followed by credit stress in years 4-6 as 
weak borrowers struggle to refinance. Managers have 
continued kicking the can down the road on underperforming 
credits, notably by converting cash-pay interest to payment-in-
kind interest (non-cash). This can-kicking has also taken the 
form of “creditor-on-creditor violence” or liability management 
exercises, where existing creditors take advantage of weak 
credit documents to create new loans and/or shift assets at the 
expense of existing creditors. While this doesn’t manifest itself 
as a loss today, upon an event of default there are the haves 
(credits with strong asset protection experience low losses/high 
recoveries) and have-nots (credits with weak asset protection 
experience high losses/low recoveries). To date, many managers 
have not appropriately written down positions for apparent 
credit degradation. We believe the core issue is that 
performance for legacy pools of private credit capital is 
weakening, and there should be more significant dispersion 
across these pools than investors are anticipating, particularly 
as defaults pick up in 2025 and beyond.

Real Estate
While publicly listed real estate valuations rebounded from their 
trough in 2023, private real estate marks continued to decline 
up
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and energy demand, and sponsors 
have been increasing lease rates 
aggressively and pushing out 
contract lengths to take advantage 
of favorable conditions. Energy 
demand was a notable theme as 
investors seek secondary and 
tertiary exposures to the explosive 
growth in data centers and their 
associated energy needs. Although 
power and digital infrastructure 
assets have performed resiliently, 
they have seen significant increases 
to their valuations, which could 
likely cause future performance to 
normalize.

Quarterly Returns for the NCREIF Fund Index 

Source: National Council of Real Estate Investment Fiduciaries (NCREIF)

up until the third quarter of 2024, suggesting a possible 
inflection point particularly with respect to interest rate-related 
cap rate adjustments. The chart below depicts the quarterly 
returns for the NCREIF Fund Index – Open-end Diversified Core 
Equity (NFI-ODCE), which tracks the largest private real estate 
funds. The index generated a gross total return of +0.25% in the 
third quarter of 2024, its first positive quarter after seven 
consecutive quarters with negative total returns. It is worth 
noting that income during this challenging period has been 
consistent, with almost all the negative return based on changes 
in the assessed value of the underlying properties. 

All sectors except office showed positive trends in the latter half 
of 2024, with office markets continuing to face disrupted 
fundamentals. Multifamily new construction starts have 
decreased by about 40% from 2022 peak levels, likely leading to 
lower vacancies and supporting a reacceleration of rent growth. 
We remain optimistic about multifamily real estate, as the 
persistent US housing shortage is expected to be met with 
strong demand. Industrial real estate continued to see strong 
demand given e-commerce trends and datacenters witnessed 
substantial euphoria over the year. Both trends seem likely to 
persist to 2025 and beyond, but there are growing concerns 
that datacenter valuations may be getting stretched, particularly 
for properties built on spec (those that haven’t pre-sold their 
capacity). 

Real Assets
Real Assets are a broad asset class encompassing all types of 
assets (e.g., transportation equipment, power generation 
infrastructure, electric infrastructure, commodity pipelines, 
farmland, timberland), many with varied demand drivers. That 
said, real assets generally performed well throughout 2024. 
With steady economic growth, inflation above the historical 
average, and interest rates declining, the macroeconomic 
backdrop for real assets has been largely positive. These assets 
tend to be supported by positive economic conditions in the US, 
strong global trade (particularly exports) and energy demand, 
and
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As we head into 2025 and a new administration in Washington, 
the levels of concern, and even fear, are elevated across the 
sustainability ecosystem. There is no doubt that the operating 
environment will change, and perhaps materially in certain 
areas. While some of this concern is certainly valid, it’s 
important to take a step back, consider the momentum in place 
and keep focused on the long term.  

It is reasonable to expect that pressure on corporations to dial 
back ESG and DEI initiatives will continue and perhaps become 
more pronounced in the near term. Many companies have 
already changed the way they characterize these programs, and 
more are likely to do so, though in the background, the work 
continues. This work will be communicated using different 
language and will likely be more tied to tangible business 
outcomes such as talent retention or resource efficiency. Larger 
companies will have to continue to navigate European and 
other regional sustainability reporting directives, so few will dial 
back the underlying efforts to measure and manage 
sustainability risks.  

It is also reasonable to expect that there will be turnover at 
both federal and state levels in the US in early 2025, with 
leadership and staff-level changes. Environmental and social 
agendas may well be de-emphasized, and existing regulations 
may be targeted for rollback. Existing legislation supporting the 
energy transition will likely be targeted to some extent. The 
new administration’s desire to foster continued economic 
momentum and offset legal challenges will make major 
degradation of government programs and support challenging 
to accomplish.  

Within the investment and capital markets industry, the 
marketing of products with sustainability labels has changed 
and the way firms communicate with clients around 
sustainability integration and outcomes will continue to evolve. 
As we’ve written previously, these changes are healthy and in 
the best interest of underlying clients as transparency and 
comparability improve. The teams of people at financial firms 
focused on various aspects of sustainability will continue to do 
their work, though like in the corporate sector, materiality and 
tangible outcomes will be increasingly important.  

For investors specifically, the underlying sustainable investment 
(SI) approaches employed on behalf of clients will in some cases 
require adjustment, while others will continue to be largely 
unaffected. As we’ve written previously, each of the underlying 
approaches (outlined below) have different risk/return profiles 

and different key metrics used for implementation.  

Exclusionary SRI and risk-focused ESG approaches, while quite 
different, are both likely to be largely unaffected.  Any specific 
values or mission-oriented SRI exclusions are client-directed at 
the securities or fund level; thus, any changes would be client-
driven. ESG risk management responsibility sits with the 
investment manager and should continue as an integrated part 
of a sound investment process. As noted above, disclosure of 
ESG information by large companies should continue, though as 
always, investors will need to continually assess shifting areas 
of risk. One recent example involves an auto and battery 
manufacturer that has rapidly growing water needs for a large 
new facility in a water-stressed region. Uncovering risks such as 
this and assessing related financial implications will only 
become more important in a higher growth, lighter regulatory 
touch environment.  

More material adjustments and tactics will be required across 
thematic and impact approaches. It is in these areas where 
environmental regulations, supportive federal legislation, and 
the flow of international trade are all potentially at risk and 
could lead to material negative or positive impacts on 
companies focused on clean technology and the energy 
transition.  

The clean-tech industry will be confronted with a number of 
risks. Tariff proposals outlined by President-elect Trump may 
create significant supply chain problems for companies sourcing 
raw materials in China, with solar and battery materials being 
two prime examples. Not only could tariffs lead to supply 
disruptions and higher component prices, but more broadly 
could drive higher levels of inflation throughout the US 
economy, forcing the Fed to raise interest rates. Higher interest 
rates would have a dampening effect on project economics 
across the clean-tech landscape.  

Deregulation is another clear area of focus for Trump, with 
environmental and energy regulations squarely in the 
crosshairs.  Based on analysis from investment bank Jefferies 
and agency cost estimates, EPA and energy-related regulations 
put in place under the Biden/Harris administration are expected 
to cost businesses and the economy roughly $1.3 trillion over 
ten years, despite accompanying environmental benefits. 
Vehicle emissions and greenhouse gas standards represent 
roughly three-fourths of the total estimated costs, so will likely 
be early targets. Deregulatory efforts, if enacted, would likely 
reduce incentives for companies to invest in environmental  
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T E R M S
SRI Values/mission-driven exclusion of specific investments or exposures from an opportunity set

ESG Peer-relative material environmental, social, and governance risk assessment and analysis
Thematic Evaluation of trends shaping a changing world that enable opportunities for growth

Impact Investments intended to have direct and measurable environmental or social impact as a primary objective
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rising now as discussed last quarter, and the companies driving 
this demand have serious and ambitious decarbonization 
targets that are well-established and unlikely to be rolled back.  

Tying all this together for the IRA, we believe electric vehicle 
purchase credits are likely to be quickly phased out, offshore 
wind will likely be held up by more stringent permitting, while 
production and investment tax credits for other forms of clean 
energy and storage may well revert to a phased step-down 
schedule similar to what existed before the IRA. Other 
provisions related to supply chain manufacturing, critical 
materials, nuclear, hydrogen, carbon capture, and other areas 
are likely to remain in place.  

Within our proprietary sustainable thematic investment 
strategies, we have deemphasized electrified transportation 
and most renewable energy exposure, while selectively 
emphasizing exposure to companies focused on clean water, 
sustainable food, energy efficiency, the circular economy, and 
nuclear power. As noted in our coverage of natural capital last 
year, environmental thematic investing is quite broad, enabling 
flexibility to manage risk in a dynamic environment.  

This same research and positioning informs our ongoing 
evaluation of outside managers with strategies centered on 
private thematic and impact investments.  

We, and so many others, will continue to do the work that 
matters, evaluate ESG risks, seek thematic opportunities, and 
direct capital to areas of impact. Sustainability professionals in 
other industries will continue to do their work. There is a level 
of scale and momentum that has been built over many years, 
with costs falling, volumes rising, and capital being invested.  
Nowhere is this more evident than in energy transition 
investment, where clean energy investment is now well above 
investment in fossil fuels based on IEA data.  
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The transition to a more sustainable future will continue 
because it has to and because all of the people passionate 
about change will not stop moving forward with a focus on 
what is important in the long run.  

Annual Investment in Clean Energy 
Now Outstrips Fossil Fuels

$1.8trn

$1.1trn

Source: IEA, Jefferies research

Trillion
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protection, reduce pressure to invest in cleaner products, and 
potentially lead to lower traditional energy prices, thus 
weakening the relative positioning of higher cost cleaner 
products. 

Attacks on recent energy transition legislation such as the 
Inflation Reduction Act (IRA) are also top of mind for clean-tech 
companies and investors. Any material extension of tax cuts 
enacted in Trump’s first term will require cuts elsewhere, with 
the IRA a prime target. As we’ve discussed in the past, the IRA 
was the most significant piece of climate legislation ever signed 
and our only real chance to stay within Paris Accord climate 
targets. President-elect Trump’s negative sentiment toward 
electric vehicles and clean energy along with the cost of the IRA 
make the possibility of changes here likely, with consumer 
electric vehicle purchase credits most at risk.  

While the road ahead for clean-tech sounds challenging, there 
are still many positive drivers that should provide some 
counterbalance to the risks noted above, and in some cases 
may result in improved outlooks for certain companies.  

Efforts to roll back environmental and energy regulations will 
meet resistance through legal challenges from states, NGOs, 
and others interested in maintaining environmental 
protections, meaning any progress on deregulation will be 
difficult to achieve.  On the other hand, when it comes to 
regulatory reforms, there are areas of bipartisan agreement, 
such as power transmission and interconnection. According to 
Bloomberg New Energy Finance, roughly three times the 
existing total installed capacity of renewable energy and 
storage is waiting for grid connection in the US. Reform here 
could bring renewable power to market more quickly.  

Wholesale repeal of the IRA appears unlikely as more than 80% 
of funding to date supports fixed asset investment in states 
where Republicans won elections in November. States where 
economic growth and job creation are occurring will seek to 
protect these gains. There was evidence of this in August when 
18 Republican House reps wrote to Speaker Johnson in support 
of IRA energy and manufacturing credits. It’s also clear that 
there is bipartisan agreement that a US manufacturing 
renaissance should be supported to create jobs and reduce 
dependence on China.  

Perhaps most importantly, the underlying economics and 
availability of clean technologies are increasingly attractive.  
Solar, wind, batteries, and other components are at scale and 
costs—which continue to decline—are attractive relative to 
other forms of energy and propulsion in many markets. A read 
through the annual Lazard Levelized Cost of Energy report 
makes this point clear. Beyond attractive cost profiles, these 
technologies are available for deployment, whereas building a 
new natural gas-fired power plant would take many years given 
construction time and equipment backlogs. Power demand is 
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Investments in securities are not insured, protected or guaranteed and may result in loss of income and/or principal. Diversification does not eliminate the risk of market loss. A 
long-term investment approach cannot guarantee a profit. Historical performance is not indicative of any specific investment or future results. Views regarding the economy, 
securities markets or other specialized areas, like all predictors of future events, cannot be guaranteed to be accurate and may result in economic loss of income and/or principal 
to the investor. Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the 
deduction of an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Historical performance is not indicative 
of any specific investment or future results. Investment process, strategies, philosophies, portfolio composition and allocations, security selection criteria and other parameters 
are current as of the date indicated and are subject to change without prior notice. This newsletter has been created for informational purposes, and it should not to be 
construed as an offer, solicitation, recommendation, or endorsement of any particular security, products, or services. Nothing in this communication is intended to be or should 
be construed as individualized investment advice. All content is of a general nature and solely for educational, informational and illustrative purposes. Unless stated otherwise, 
any mention of specific securities or investments is for illustrative purposes only.  Any references to third-party data or outside content are listed for informational purposes only 
and have not been verified for accuracy by the FLPutnam. FLPutnam’s clients may or may not hold the securities discussed in their portfolios. FLPutnam makes no 
representations that any of the securities discussed have been or will be profitable. Any listing of organizations should not be construed as an endorsement or a recommendation 
to retain FLPutnam by these entities. Registration with the SEC should not be construed as an endorsement or an indicator of investment skill, acumen or experience. FLPutnam 
is not licensed to provide and does not provide legal, tax, or accounting advice to clients.  Advice of qualified counsel or an accountant should be sought to address any specific 
situation requiring assistance from such licensed individuals. Private fund investments are speculative and may involve a high degree of risk.  Opportunities for withdrawal or 
redemption and transferability of interests are restricted, and investors may not have access to capital when it is needed.   An investment should not be made unless the investor 
is prepared to lose all or a substantial portion of the investment. Please contact F.L.Putnam Investment Management Company if there are any changes in your financial situation
or investment objectives. Our current disclosure statement is set forth on Part 2 of Form ADV and is available for your review upon request.

* Includes dividends for equity indices      ** Annualized       *** CPI data for time periods is date ended 11/30/2024

Last 3 
Months

Last 12 
Months*

20-Year Annual 
Return**

US Equities

S&P 500 (Large US Companies) 2.41% 25.02% 10.35%

S&P 400 (Mid-size US Companies) 0.33% 13.89% 9.67%

S&P 600 (Small US Companies) -0.59% 8.65% 8.95%

Russell 3000 (All US Companies) 2.63% 23.80% 10.20%

Dow Jones US Real Estate Index -7.78% 4.86% 6.34%

International 
Equities

MSCI World Index ex US (Developed Markets) -7.36% 5.26% 5.46%

MSCI EAFE (Developed Markets) -8.06% 4.43% 5.40%

MSCI Emerging Markets (Emerging Markets) -7.84% 8.05% 6.38%

MSCI World ex US Small Cap (Developed Markets Small Companies) -7.80% 3.28% 6.09%

Fixed Income

Bloomberg Intermediate US Government/Credit TR -1.60% 3.00% 2.89%

Bloomberg US Corporate High Yield Total Return 0.17% 8.19% 6.44%

Bloomberg Intermediate Corporate Total Return -1.40% 4.22% 3.80%

Bloomberg US Intermediate Treasury TR -1.70% 2.42% 2.50%

Bloomberg US Treasury Inflation Notes TR -2.88% 1.84% 3.30%

Bloomberg US MBS Index Total Return Value Unhedged -3.16% 1.20% 2.81%

Bloomberg Global Aggregate ex USD 10% Issuer Capped (Hedged) -6.56% -3.33% 1.32%

J.P. Morgan Emerging Market Bond Index Global Core -2.31% 6.23% 5.40%

Bloomberg Capital 5-Year Municipal Bond -1.04% 1.17% 2.81%

Inflation US CPI Urban Consumers ex Food and Energy NSA*** 0.60% 3.32% 2.46%

Treasury Bill US 3-Month Treasury Bill Index 1.17% 5.29% 1.69%

Source: Bloomberg Capital Markets
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