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01 We see an opportunity to help millions of Americans improve their
retirement outcomes by offering access to private assets in their 401(k)s. 
Private assets are increasingly important drivers of economic growth and can enhance 
traditional public market investment portfolios by providing higher risk-adjusted returns, 
along with diversification, stable cash flows and inflation protection. 

Defined benefit pension plans have been investing in private assets for 
decades, and we believe this opportunity should also be available in US 
defined contribution plans. 

Yet we recognize that defined contribution plan sponsors and their advisors have 
questions around liquidity, transparency and expenses, and are understandably focused 
on litigation risk. We are working closely with our clients to address these issues and help 
them navigate whether and how to incorporate private assets in their plans. 

We believe incorporating purpose-built private asset allocations into 
target date solutions can help our clients capture the opportunity in 
private markets. 

We estimate that thoughtful structuring and strategic allocation of private assets, 
alongside public equities and fixed income, could increase returns by an incremental 50 
basis points each year over the life of the target date strategy – while also addressing the 
concerns of plan sponsors and their advisors.

The impact of this opportunity could be significant: we estimate that 
this approach could generate about 15% more money in a participant’s 
401(k) over 40 years. 

We see offering plan sponsors the choice to include private assets in their retirement 
plans as an important part of our broader efforts to bring the full power of capital 
markets to all investors.
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Introduction

Personal savings have taken on more 
importance in funding retirement than 
ever before. Employees, employers and 
elected officials alike increasingly worry 
that Americans are not saving enough. 
Some 85 million US employees rely on 
defined contribution (DC) plans, many as 
their principal source of retirement 
savings.1  

Since the 1980s, the onus of saving for 
retirement has shifted to individuals as private-
sector employers have turned away from 
offering defined benefit pension (DB) plans. 
The shift from DB plans to DC has transferred 
investment responsibility to individuals, and 
this has come at a price. In the early days of DC 
plans, participants lacked several benefits of 
DB plans, including professional investment 
portfolio management and guaranteed income 
in retirement.2 In addition, DC plan participants 
have typically had a more narrow toolkit to 
build their retirement savings, because their 
plan investment options have provided limited 
access to the broad range of investment 
opportunities that are available to institutional 
investors.

It is encouraging to see how the evolution of DC 
plans over the years has helped restore some of 
these features, offering professionally 
managed solutions such as target date 
investment options and managed accounts, 
automatic enrollment and escalation and 
options to access guaranteed income streams 
provided by insurers.

We see the next step in this evolution as the 
ability to access a wider range of investment 
opportunities – in particular, private assets, 
which today play an increasingly important role 
in global capital markets and in driving 
economic growth.  

Broadening access to private assets isn’t new. 

• Pension plans have held private assets as a
core part of their portfolios for years, with US
DB plans allocating roughly 16% of their
assets on average to private assets in 2023.3 

We believe this is one reason why pensions
typically outperform 401(k)s by about 50bp
each year.4

• Wealth investors increasingly have access to
private assets in non-retirement accounts as
the asset management industry expands its
offerings.

• Outside the US, it’s more common for
retirement plans to include private assets.

From our standpoint, as a fiduciary asset 
manager driving innovation in DC plan 
investment options for more than 30 years, we 
believe that private assets can serve as a critical 
tool for building retirement savings. Private 
assets have the potential for higher risk-
adjusted returns, diversification, stable cash 
flows and inflation protection. All of this can 
lead to better outcomes for investors – and 
ultimately to better retirements. 

In fact, we believe it’s possible to design an 
investment solution – which we discuss in 
detail below – that could deliver an estimated 
incremental 50bp in average annual returns 
over an employee’s working lifetime. 
Compounded over 40 years, this could 
generate about 15% more money in a 
participant’s 401(k) account.5 

While we see a significant opportunity to create 
better retirement outcomes for millions, we also 
recognize that plan sponsors must ensure that 
their plans operate in accordance with legal 
and regulatory requirements and must act in 
the best interest of plan participants. As such, 
many plan sponsors have questions around 
adding private assets to DC plans, including 
liquidity, fees and transparency, and are 
focused on ensuring their processes meet the 
high standards under applicable legal 
requirements. There are many practical 
considerations to resolve. The stakes for 
retirement are high, and, for plan sponsors and 
their advisors, the fiduciary responsibility is 
significant.
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Policymakers weigh how to support DC retirement ecosystem

Adding private assets to DC plans is a complex topic with many factors in play. 

Policymakers are actively considering how best to more fully support DC plan 

fiduciaries as they determine whether to add investment options that would provide 

participants with greater access to the wider 'investable universe' of private assets. 

These policy discussions are focused on providing plan fiduciaries with sufficient 

flexibility and certainty in selecting investment options that they believe best meet 

the long-term investment objectives of their plan participants. That certainty would 

help plan fiduciaries navigate the current litigation landscape, as more than half of 

DC plans with assets of $1 billion or more have been sued for alleged excess fees.7 

Our belief is that the policy discussion may be evolving to better enable these 

opportunities and that, when paired with the right product structure and education 

on the investment rationale, we may be closer to finding solutions. We are clear-eyed 

that progress on these fronts may take time, and the path will not be linear. But we 

believe that there is an opportunity to find solutions that over the long-term can help 

workers reach their retirement goals.

We are working with DC plan sponsors, as we 
always do, to understand and address their 
concerns and to design solutions that meet 
their participants’ needs. As we lay out below, 
we believe it is possible to devise an investment 
solution that can offer exposure to private 
assets, with competitive fees, while aiming to 
offer transparency and liquidity. We appreciate 
that the path to adoption will be gradual, and 
we are committed to helping DC plan sponsors 
navigate this emerging opportunity.

At BlackRock, helping people achieve better 
retirement outcomes is our core business: 
more than half the money we manage is 
retirement money.6 We want to support plan 
sponsors in giving their participants a broad 
range of options to meet their retirement 
investing needs. We see offering DC plan 
sponsors the choice to include private assets in 
their retirement plans as an important part of 
our broader efforts to bring the full power of 
capital markets to all investors. After all, it is 
all of our work to help more Americans invest 
better to retire better. 

4
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Private assets: an opportunity to improve 
retirement outcomes

There are many ways to incorporate private 
assets into DC plans. Because target date 
strategies are now the default investment 
option for most DC plans, we have spent time 
researching effective strategies for 
incorporating private assets as an integral 
component of a target date strategy. 

We envision adding private assets into target 
date strategies through purpose-built 
exposures that are designed to meet the needs 
of the DC ecosystem and the clients they serve. 
We think this approach could also help address 
some common plan sponsor concerns. We 
focus on private equity and private credit 
specifically, due to the quantity and quality of 
data currently available for these assets. 

Given our expectations that private equity and 
private credit will continue to outperform their 
public market counterparts over the coming 
decade, and using our proprietary BlackRock 
Investment Institute’s publicly available capital 
market assumptions (CMAs) and data from 
Preqin, eFront and our private-markets 
investment teams, we estimate that adding 
private equity and private credit to a target date 
solution could boost overall investment 
performance by roughly 50bp on average, each 
year throughout the strategy’s lifetime.8 

We believe such a solution would draw market 
interest. When we recently surveyed DC plan 
advisors, 21% of respondents said they plan to 
include private market investments in the plans 
they manage. And when asked to rank their 
interest in various delivery solutions for private 
market investments, they named target date 
strategies as their top choice.9

With respect to US 
defined contribution 
plans, there’s a sea 
change happening, 
and I see a real 
pathway for private 
markets making 
their way into target 
date funds.”

Martin Small
Chief Financial Officer and 
Global Head of Corporate 
Strategy, BlackRock

“
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Potential benefits of adding private assets 
to a target date strategy
1. Private assets have higher expected

returns than publicly traded assets,
according to our CMAs,10 meaning that
adding allocations to higher-returning
assets should increase the overall return
of a portfolio, as shown in Figure 1.

2. Adding private assets diversifies the
overall portfolio and thus enhances its
risk/return profile, as illustrated in Figure
2. This chart (showing a static portfolio)
does not directly translate into how we
would approach incorporating private
assets into a target date strategy (with
strategic asset allocations that adjust
over time). But it does illustrate the point
that private assets can improve the
risk/return profile when added to a
portfolio of equities and fixed income.

3. The benefits of compounding mean that
potentially higher returns from the
greater allocation to private assets earlier
in the glidepath can benefit the investor
over the entire lifecycle.

4. We believe we can further improve returns
by limiting cash drag by incorporating
private assets as an integral part of the
target date strategy, managing liquidity
throughout the entire portfolio – which we
discuss on page 9 – while maintaining
competitive fees.

Figure 2: An illustration of how adding private 
equity and private credit allocations to a static 
60/40 portfolio can improve the risk/return 
profile over a decade. 
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Source for Figure 1: Callan Associates, 2025 Capital Market Assumptions. The median return assumption for state and local pensions has decreased from 8% in 2010 
to 7% in 2023 based on analysis from the National Association of State Retirement Administrators and is thus used as a representative figure to highlight how an 
investor may need increased alternatives exposure to hit a given return target. For illustrative purposes only. Index returns are for illustrative purposes only and do not 
represent actual fund performance. Index performance returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one 
cannot invest directly in an index. Past performance does not guarantee future results. Source for Figure 2: BlackRock and Morningstar from 12/31/2014 to 
12/31/2024. The 60/40 portfolio referenced is 60% MSCI ACWI IMI and 40% Bloomberg US Agg bond. The 60-40 + Private Markets portfolio is 50% MSCI ACWI 
IMI, 30% Bloomberg US Agg bond, 10% Preqin Private Equity ex. VC index, and 10% Preqin Private Debt Direct Lending index. The two portfolios are rebalanced 
quarterly. Historical asset allocation changes are not reflected in the hypothetical performance shown. The two Preqin indexes are manually unsmoothed by BlackRock 
for purpose of analysis. For illustrative purposes only. Index returns are for illustrative purposes only and do not represent actual fund performance. Index performance 
returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an index. Past performance does 
not guarantee future results.

Figure 1: In 1995, investors could meet return 
objectives through a portfolio comprised of fixed 
income and cash. To meet the same target return 
objectives of 7% in 2025 requires an allocation to 
private markets.
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Figure 3: Characteristics of private assets

Desired outcomes Characteristics Direct lending Real estate equity Infra equity Infra debt Private equity

Growth
High target
returns

Inflation
protection

Inflation-linked
cash flows

Diversification Low correlation

Income
Stable cash
flows

Note: While our initial research focuses on allocations to private equity and private credit, we believe a target date strategy 

could include purpose-built allocations to other categories of private assets with varying exposures over time.

                        
                   

                        
                   

                        
                   

                        
                   

                        
                   

                        
                   

                        
                   

                        
                   

                        
                                           

                   

                        
                                           

                   

                        
                   

                        
                   

                        
                   

Private assets play an increasingly important role in the 
global economy

Private markets have seen strong growth 
in recent years: we now estimate that the 
private market investment opportunity 
can grow by about two-thirds by 2029, 
reaching $23 trillion.11 These assets are 
expected to play an increasingly 
important role in financing the global 
economy, with several structural 
dynamics underpinning their growth:

• Large companies are staying private
for longer: in the US today, more than
80% of companies with over $100
million in revenue are privately held.12

This has opened the door for venture
capital and private equity investments
to help fund the early – and
increasingly later – stages of
companies’ growth.

• Private credit has grown into a sizeable,
scalable market of investors and
borrowers and continues to evolve to meet
companies’ changing financing needs.
BlackRock expects the private credit
market will more than double to $4.5
trillion by 2030.13

• The Global Infrastructure Outlook
estimates that by 2040, the world will
need $68 trillion in new infrastructure
investment, far exceeding the funding
capacity of governments and taxpayers.14

• Real estate needs to be built and
upgraded, particularly to support
urbanization in emerging markets and the
changing ways that people live and work.

MKTGM1125U/S-5008545-7/12



Purpose-built private asset exposure in 
target date strategies seeks to benefit 
investors over their lifetimes

8

The glidepath of a target date solution follows 
investors’ needs throughout their lifecycle 
(Figure 4). It’s designed to adjust the mix of 
equities and fixed income to take on more risk 
for younger investors, who have longer 
investment horizons and higher risk tolerances, 
and then reduce risk as they near retirement 
and have shorter investment horizons and a 
greater need for income and liquidity. 

When adding private assets, we would follow a 
similar approach. We would consider the 
benefits and risks of private assets at each 
stage of an investor’s lifecycle, as well as the 
ways in which private assets interact with 
public holdings in the portfolio. Our proposed 
approach would make small but growing 
allocations to private assets when workers are 
younger and then reduce these allocations as 
workers near retirement. 

• When investors are young, we would start
with a small allocation to private assets,
specifically private equity and private credit.
Younger workers tend to change jobs (and
therefore retirement plans) frequently,
making a large allocation to less-liquid
private assets not suitable. We would begin

to ramp up the allocation between ages 25-
50, aligned with peak earning years, with an 
indicative allocation of roughly 15%-20%. 
The goal is to capitalize on private assets’ 
higher return potential while workers still 
have a longer investment horizon and higher 
risk tolerance. Growth-oriented private 
assets like private equity would play a key 
role at this stage; a higher allocation at this 
age also allows time for the benefits of 
compounding to work. 

• For older investors nearing retirement, we
would favor private credit, given its income-
generating profile. We would also taper the
overall private asset allocation to about 5%-
10% (indicative) to reduce risk and avoid
utility loss from early, distressed or
unplanned private asset sales as retirement
(age 65) approaches. This tapering is similar
to the way we reduce equity exposures in all
of our target date strategies. After age 65, we
would expect to take a more conservative
stance given the lower liquidity inherent in
private assets, retirees’ typical liquidity
needs and potential IRA rollovers.

8

Figure 4: Applying lifecycle insights into our design of target date strategies

For illustrative purposes only. A general lifecycle takes investors from working through retirement and has key goals 

throughout the phases, ranging from growth when young, to diversification, inflation protection and income near and in 

retirement.
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Saving &
de-risking

Pre-retirement
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Retirement
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Our glidepath design can help unlock the 
potential benefits of private assets

• We think that thoughtfully
incorporating private assets
into a target date glidepath
does not mean simply
‘bolting on’ an existing
stand-alone private asset
fund to a portfolio of public
securities.

We believe the key to unlocking the growth 
potential of private assets is instead to 
incorporate them thoughtfully in ways that 
address head-on some of the inherent 
differences between public and private assets. 
Private assets tend to be less liquid and more 
opaque, and they are subject to higher fees and 
less frequent valuations. 

As private assets move into mainstream 
investing, we are seeing more ways to address 
these characteristics. For instance, 
transparency is improving as more investors 
have greater access to private assets. 
Transparency is also improving as private 
markets data providers, such as Preqin, expand 
their data sets and analytics – capabilities that 
we are already using in our private asset 
offerings in other parts of our business.

We have heard DC plan advisors’ concerns, and 
we believe that careful product design that 
keeps DC-friendly characteristics (competitive 
fees, transparency) top of mind, along with 
more education, can help to ease them. 

Specifically, our proposal seeks to minimize:

• Fees: Private assets generally come with
higher fees than public assets, and in some
cases charge variable fees or incentive fees
based on fund performance. We believe it is
important that a target date solution
maintains competitive, transparent pricing.
This will require allocating to private assets
in a manner that enables fee simplicity – for
example, flat fees that limit fee variability

over time. Additionally, we believe we can 
avoid further fees (including for distribution) 
by sourcing private investments from our 
own extensive private assets platform.

• Cash drag: Our proposed structure would
also allow us to address plan sponsors’
concerns about the ‘cash drag’ that is
commonly seen in private asset solutions,
both early and later in their lifecycles. These
products often need a large liquidity sleeve
for cash flow management and to meet
client redemptions – with the result that
lower returns from these liquid assets can
drag down the overall returns from the
private allocation. But the solution we
envision would derive liquidity from the
broader target date strategy, along with a
daily liquid, uncorrelated alpha stream that
we would manage alongside the private
assets exposure.

• Liquidity: There is a risk – inherent to private
assets, regardless of how they are held – that
early, distressed or unanticipated sales
could lower the value of the strategy.
Because private assets are less liquid than
public ones, this problem will persist to some
extent regardless of the structure. While
there are several ways to manage liquidity,
our preferred approach would include
private strategies that are purpose-built for
use solely in target date solutions. This
approach would help to mitigate the impact
of liquidity-driven shocks by giving us full
control of the target date solution’s building-
block architecture, cash flow and allocation
management, where we could have tighter
control of allocations and align liquidity
more closely with expected flows.

We continue to work with plan sponsors, 
advisors and consultants to better understand 
their concerns and to ensure they have the 
information they need to make informed 
choices. 

9
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Strategically adjusting private assets 
within the glidepath
There is more to a target date strategy than 
just the glidepath, and when it comes to asset 
allocation, we seek to precisely align exposures 
to our lifecycle objectives. We carefully 
consider any asset class’s contribution to the 
risk/return profile of each target date vintage. 
This will remain true when we introduce private 
assets into the glidepath; for example, as 
market conditions change, we expect our 
allocation to private assets will evolve as well.

It’s important to bear in mind that private 
markets are not homogeneous. Each has its 
own unique risk and return characteristics, 
making it appropriate to adjust within these 
categories as macroeconomic and market 
conditions shift and our capital markets 
assumptions evolve. 

We note that our indicative allocations and the 
estimated 50bp uplift may change depending 
on a variety of factors, including the 
macroeconomic and market environment, 
which private assets are used, expected risk 
and returns, issuer track records, liquidity 
tolerances, fees and plans’ overall objectives. 
And while our initial research incorporates only 
private credit and private equity, we believe a 
target date strategy could include purpose-
built allocations to other categories of private 
assets with varying exposures over time. 

Conclusion
BlackRock has spent decades helping 
millions of people invest for their futures, 
and we are continually evolving our 
solutions to help deliver the retirement 
outcomes that investors need. 

In our view, more plans should feel 
empowered to give people the option to 
include private markets in their DC 
retirement accounts, given the potential for 
higher risk-adjusted returns, diversification, 
stable cash flows and inflation protection – 
and ultimately for better retirement 
outcomes. That choice comes with the 
responsibility to incorporate private assets 
in the right way. We believe that target date 
strategies incorporating purpose-built 
private asset exposure offer that 
opportunity, drawing on these strategies’ 
inherent flexibility to adjust allocations as 
macro and market conditions demand.

We believe a sea change is happening in the 
US, where the retirement and financial 
industries, as well as policymakers, are 
focused on how best to enhance Americans’ 
retirement savings while also addressing 
plan sponsors’ concerns. Policymakers can 

address the hurdles keeping many DC plan 
participants from realizing the potential 
benefits from exposure to private assets as 
they invest to meet their long-term 
retirement goals. An appropriate focus for 
policymakers would be rebalancing the 
burden, and related legal risks, faced by plan 
fiduciaries in prudently selecting investment 
options, likely resulting in greater investor 
access to an important and growing 
segment of the investment marketplace. 

BlackRock is well-positioned to incorporate 
private assets in target date strategies for 
DC plans. We have been serving DC plans 
and millions of participants for more than 
30 years, and we are leaders in glidepath 
development. With the breadth of our $300 
billion private assets platform, we have 
access to deal flow at scale, enabling us to 
design cost-effective solutions and target 
returns that meet our clients' objectives.15  
Our data capabilities across Aladdin, eFront 
and Preqin allow us to optimize to help 
clients meet their specific needs. And we 
remain committed to innovation. When 
more people can share in the growth and 
prosperity created by capital markets, they 
can invest better, live better and retire 
better. 

10
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https://www.blackrock.com/us/individual/literature/whitepaper/alts-in-target-date-funds.pdf
https://www.blackrock.com/institutions/en-us/insights/charts/capital-market-assumptions
https://www.blackrock.com/institutions/en-us/insights/charts/capital-market-assumptions
https://encorefiduciary.com/cornell-prohibited-transaction-case-without-proof-of-excessive-fees/


Disclosures
Investing involves risk, including possible loss of principal. Asset allocation models and diversification do not promise any level of 

performance or guarantee against loss of principal. Investment in target date funds is subject to the risks of the underlying funds. The 

target date is the approximate date when investors plan to start withdrawing their money. The blend of investments in each portfolio is 

determined by an asset allocation process that seeks to maximize assets based on an investor’s investment time horizon and 

tolerance for risk. Typically, the strategic asset mix in each portfolio systematically rebalances at varying intervals and becomes more 

conservative (with less equity exposure) over time as investors move closer to the target date. The principal value of a fund is not 

guaranteed at any time, including at and after the target date. 

BlackRock’s long-term capital market assumption disclosures: This information is not intended as a recommendation to invest in 

any particular asset class or strategy or product or as a promise of future performance. Note that these asset class assumptions are 

passive, and do not consider the impact of active management. All estimates in this document are in U.S. dollar terms unless noted 

otherwise. Given the complex risk-reward trade-offs involved, we advise clients to rely on their own judgment as well as quantitative 

optimization approaches in setting strategic allocations to all the asset classes and strategies. References to future returns are not 

promises or even estimates of actual returns a client portfolio may achieve. Assumptions, opinions and estimates are provided for 

illustrative purposes only. They should not be relied upon as recommendations to buy or sell securities. Forecasts of financial market 

trends that are based on current market conditions constitute our judgment and are subject to change without notice. We believe the 

information provided here is reliable, but do not warrant its accuracy or completeness. If the reader chooses to rely on the information, 

it is at its own risk. This material has been prepared for information purposes only and is not intended to provide, and should not be 

relied on for, accounting, legal, or tax advice. The outputs of the assumptions are provided for illustration purposes only and are 

subject to significant limitations. “Expected” return estimates are subject to uncertainty and error. Expected returns for each asset 

class can be conditional on economic scenarios; in the event a particular scenario comes to pass, actual returns could be significantly 

higher or lower than forecasted. Because of the inherent limitations of all models, potential investors should not rely exclusively on the 

model when making an investment decision. The model cannot account for the impact that economic, market and other factors may 

have on the implementation and ongoing management of an actual investment portfolio. Unlike actual portfolio outcomes, the model 

outcomes do not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact future returns. 

Index disclosures: Index returns are for illustrative purposes only and do not represent any actual fund performance. Index 

performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one cannot 

invest directly in an index. 

General disclosure: This material is intended for information purposes only, and does not constitute investment advice, a 

recommendation or an offer or solicitation to purchase or sell any securities to any person in any jurisdiction in which an offer, 

solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. The opinions expressed are as of June 

2025 and are subject to change without notice. Reliance upon information in this material is at the sole discretion of the reader. 

BlackRock does not render any legal, tax or accounting advice and the education and information contained in this material should 

not be construed as such. Please consult with a qualified professional for these types of advice.

© 2025 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK, ALADDIN, and LIFEPATH are trademarks of BlackRock, Inc. 

or its affiliates. All other trademarks are those of their respective owners.
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