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Long-Term Net Outperformance 
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PRIVATE EQUITY HAS CONSISTENTLY OUTPERFORMED PUBLIC MARKET INDICES OVER 
MULTIPLE TIME PERIODS 

Source: Cambridge Associates US Private Equity Index as of 12/31/14 
Past performance is not indicative of future results 
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Returns Increase with Degree of Illiquidity 
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THE LONG TERM PREMIUM OF PRIVATE EQUITY AND VENTURE CAPITAL ARE COMPENSATED 
FOR THEIR ILLIQUID CHARACTERISTICS  

Source: Blackstone “Patient Capital, Private Opportunity” Display 5 
Past performance is not indicative of future results  
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Why Does PE Work? 
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•  Active ownership of companies with focus on long-term value 
creation 

 
•  Alignment of interests between management and shareholders 

 

•  Ability to be decisive with strategic and tactical decision-making 
 

•  Not distracted by managing to quarterly public earnings 

•  Professional managers with complete information optimize the 
sequencing of buying and selling companies 
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Public vs. Private Market Investments 
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Private Markets 

Frequent transactions 
 
Access to capital 
 
Information widely and 
quickly shared 
 
Performance generally in line 
with the markets 
 
Minority shareholders 
 
 

Infrequent transactions 
 
More difficult for small companies 
to easily access capital 
 
Asymmetric information 
 
Performance premium to liquid 
markets 
 
Hands-on, value-added control 
investors 
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Public Markets 

Source: Blackstone “Patient Capital, Private Opportunity” Display 2  
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How PE Fund Managers Create Value 
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PRIVATE EQUITY RETURNS COME FROM STEADY GROWTH AND OPERATIONAL EFFICIENCES 

Investment Examples 
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Growth Capital Public to Private Corporate 
Restructuring 



VALUE CREATION COMES FROM: OPERATIONAL IMPROVEMENTS (OR EBITDA GROWTH), 
MULTIPLE EXPANSION, GROWTH STRATEGIES AND FINANCIAL ENGINEERING 

Value Creation Bridge 
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Pension Allocation to PE 
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POST GLOBAL FINANCIAL CRISIS, PENSIONS CONTINUED TO INCREASE THEIR ALLOCATIONS 
TO PRIVATE EQUITY 
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Source: Preqin/Upwelling Research 
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Sources: 
1) Preqin 
2) 2014 NACUBO-Commonfund Study of Endowments 
3) P&I 2014. Public defined benefit plans only. 
4) Barron's 2014 America's 40 Largest Wealth Managers 
5) Cerulli 2012 RIA Marketplace  
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PE Allocations by Investor Type 
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THE NATION’S LEADING WEALTH MANAGERS HAVE SIGNIFICANTLY LOWER ALLOCATIONS TO 
PE RELATIVE TO PUBLIC PENSION FUNDS AND ENDOWMENTS  

Sources: 
1) P&I 2014. Public defined benefit plans only. 
2) 2014 NACUBO-Commonfund Study of Endowments 
3) Barrons 2014 America’s 40 Largest Asset Managers 

1 2 3 

Asset Allocations by Investor Types 
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THE AVERAGE INVESTOR HAS REALIZED A 2.5% RETURN OVER THE PAST 20 YEARS. THIS 
MEANS THE AVERAGE JOE HAS OUTPERFORMED INFLATION BY JUST 0.2% PER YEAR 

Average Joe Underperforms 
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20-Year Annualized Returns (1994-2013) 

Source: Blackrock, Dalbar, Cambridge Associates 
Past performance is not indicative of future results 
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THE DISPERSION BETWEEN THE BEST PERFORMING AND WORST PERFORMING MANAGERS 
IS MUCH GREATER IN PE THAN IN OTHER ASSET CLASSES  

Source: DailyAlts – Liquid Alternative News and Information 

Manager Selection in Private Fund Investing 
is Critical 

15 

C
O

N
FID

E
N

TIA
L 

PRESENTED BY 



Persistance in Performance 
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TOP AND BOTTOM QUARTILE MANAGERS TEND TO PERFORM IN LINE WITH THEIR PREVIOUS 
FUNDS  
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Source: Blackstone “Patient Capital, Private Opportunity” Display 7 
Past performance is not indicative of future results 
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The J-Curve 
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PE Program Annual Cash Flows  
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CALPERS PRIVATE EQUITY PROGRAM EXHIBITED CASH FLOWS THROUGH THE CYCLE 

Source: CalPERS Private Equity Annual Program Review, as of June 30, 2014. 
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Self-Funding PE Program 
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Source: Blackstone “Patient Capital, Private Opportunity” Display 9  
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Key Takeaways About Private Equity 
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1.   Outsized returns  
 
 
2.   Low volatility 

3.   Alignment of interests between fund managers and investors 

 
4.   Core part of institutional investment portfolios 

 

5.   Ability to invest in quality private assets 
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212-944-7333  |  www.icapitalnetwork.com  |  info@icapitalnetwork.com 

Request a Demo 
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Disclosures 
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These	  materials	  are	  for	  informa/onal	  purposes	  only	  and	  should	  not	  be	  considered	  as	  an	  offer	  to	  sell,	  a	  solicita/on	  of	  an	  offer	  to	  
purchase	  or	  a	  recommenda/on	  of	  any	  interest	  in	  any	  fund	  or	  security	  described	  herein.	  	  Any	  such	  offer	  or	  solicita/on	  shall	  be	  
made	  only	  pursuant	  to	  the	  final	  confiden/al	  offering	  documents	  which	  will	  contain	  informa/on	  about	  each	  fund's	  investment	  
objec/ves	  and	  terms	  and	  condi/ons	  of	  an	  investment	  and	  may	  also	  describe	  certain	  risks	  and	  tax	  informa/on	  related	  to	  an	  
investment	  therein	  and	  which	  qualifies	  in	  its	  en/rety	  the	  informa/on	  set	  forth	  herein.	  
	  	  
	  
The	  informa/on	  contained	  herein	  is	  subject	  to	  change	  and	  is	  also	  incomplete.	  This	  industry	  informa/on	  and	  its	  importance	  is	  an	  
opinion	  only	  and	  should	  not	  be	  relied	  upon	  as	  the	  only	  important	  informa/on	  available.	  	  Informa/on	  contained	  herein	  has	  been	  
obtained	  from	  sources	  believed	  to	  be	  reliable,	  but	  not	  guaranteed.	  No	  part	  of	  this	  material	  may	  be	  reproduced	  in	  any	  form,	  or	  
referred	  to	  in	  any	  other	  publica/on,	  without	  express	  wriEen	  permission.	  
	  	  
	  
Inves/ng	  in	  any	  fund	  is	  specula/ve	  and	  involves	  a	  substan/al	  degree	  of	  risk.	  There	  is	  no	  guarantee	  that	  the	  funds	  will	  work	  
under	  all	  market	  condi/ons	  or	  are	  suitable	  for	  all	  investors.	  	  No	  representa/on	  is	  being	  made	  that	  any	  fund	  will	  or	  is	  likely	  to	  
achieve	  profits,	  losses,	  or	  results	  similar	  to	  those	  shown.	  	  Past	  performance	  is	  not	  indica/ve	  of	  future	  results	  
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CE CREDITS 
This	  webinar	  qualified	  for	  the	  following	  con4nuing	  educa4on	  credits:	  

CFP	  Board	  –	  1.0	  hour	  	  
CIMA®,	  CIMC®	  or	  CPWA®	  	  –	  1.0	  hour	  

If	  you	  would	  like	  to	  receive	  credit	  for	  par4cipa4ng	  in	  this	  webinar,	  please	  follow	  the	  direc4ons	  below.	  
 

 *NOTE: YOU	  WILL	  HAVE	  10	  DAYS	  TO	  REPORT	  COMPLETION	  OF	  THIS	  WEBINAR	  VIA	  OUR	  WEBSITE.	  FINANCIAL	  ADVISOR	  MAGAZINE	  WILL	  THEN	  
REPORT	  TO	  THE	  CFP	  BOARD	  AND	  CIMA	  ON	  YOUR	  BEHALF.	  AFTER	  10	  DAYS	  THE	  WEBINAR	  WILL	  NO	  LONGER	  BE	  AVAILABLE	  FOR	  REPORTING.	  	  	  	  

	  
1. 	  Visit	  our	  website	  at	  hbp://www.fa-‐mag.com/ce_center.php	  
2. 	  Select	  the	  designa4on	  you	  would	  like	  to	  report	  the	  webinar	  to.	  	  
3. 	  If	  you	  have	  already	  registered	  to	  complete	  and	  report	  CE	  credits	  with	  us,	  please	  login	  using	  your	  username	  and	  password.	  	  

If	  you	  are	  new	  to	  our	  CE	  Center,	  please	  complete	  a	  registra4on	  form	  in	  its	  en4rety.	  
(Note:	  	  You	  will	  need	  to	  supply	  your	  ID#	  generated	   	  from	  the	  CFP	  Board	  or	  IMCA.)	  

4. 	  Once	  you	  are	  logged	  in	  to	  your	  CE	  Center	  account,	  SCROLL	  TO	  THE	  BOTTOM	  OF	  THE	  PAGE	  to	  find	  the	  list	  of	  CE	  exams	  and	  webinars	  
we	  offer.	  	  (Please	  read	  the	  important	  informa4on	  on	  that	  page	  regarding	  the	  CE	  repor4ng	  process.)	  	  

5. 	  Click	  on	  the	  webinar	  you	  are	  interested	  in	  and	  complete	  the	  short	  ques4onnaire	  and	  print	  the	  “Cer4ficate	  Of	  Comple4on”	  page	  for	  
your	  records.	  

6.  The	  webinar	  credit	  will	  be	  reported	  by	  Financial	  Advisor	  magazine	  the	  first	  week	  of	  the	  new	  month	  for	  the	  previous	  month.	  	  
7.  Allow	  10	  business	  days	  for	  the	  credit	  to	  be	  posted	  on	  your	  account.	  
 

If	  you	  have	  any	  quesUons	  regarding	  CE	  credit	  reporUng,	  please	  email	  Sherri	  Scordo	  at	  sherri@fa-‐mag.com	  	  

To	  view	  the	  recording	  of	  this	  webinar	  please	  visit:	  
	  hbp://www.fa-‐mag.com/icapital	  

	  

For	  upcoming	  webinars,	  please	  visit:	  	  hbp://www.fa-‐mag.com/webcasts.html	  	  
Please	  send	  your	  ques4ons,	  comments	  and	  feedback	  to:	  dawn@fa-‐mag.com	  
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