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Executive Summary 

 

Institutional investors’ private equity programs consist of predominately 

fund commitments complemented by opportunistic transaction types such 

as secondaries and co-investments.    

Within each of these transaction types, different investment strategies can 

be followed with buyouts being the most well-known. Over the years, many 

other smaller yet sufficiently large strategies have been established. 

In this work, we analyze the five main strategies in private equity, and we 

compare each strategy on a standalone basis, focusing on characteristics 

such as risk-reward, cash flow profile, value creation and diversification. 

Furthermore, we show how, on a portfolio level, adding one strategy to the 

other can increase the risk-adjusted return of the entire private equity 

portfolio.          

As such, these strategies can be thought of as flexible building blocks or 

modules that allow investors to build a private equity program that is more 

nuanced and objective specific. 
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1. Introduction 
 
Private equity generally refers to a long-term investment into a private, non-listed company with the aim of 

bringing about operational or financial change to grow the business. It can take many forms, but most 

capital is invested via funds operated by private equity managers. In return for their investment, private 

equity managers receive equity stakes in the business – typically the majority owner – and partner with 

management teams to support growth plans and make improvements to the business with the aim of 

increasing its value over an investment horizon. This value is realized through a sale (or exit) of the business, 

at which point the fund makes a return on its investment and distributes back the proceeds to its investors. 

The main reasons why investors consider private equity in their portfolio include diversification, lower 

observed volatility but above all the potential for outperformance over public equity. [1, 2] Private equity 

managers have an extensive toolkit to achieve higher returns than seen in listed equity markets, these tools 

include active ownership, better alignment, longer holding periods, and operational value creation, 

structuring, corporate M&A, and financial engineering.  

Within private equity several strategies can be found and have matured over the past 2-3 decades. Typically, 

the term private equity itself refers to investments, often structured as buyouts, in more mature – usually 

profitable – companies. At the larger end of the deal spectrum are the well-known global buyout firms often 

covered in the news. In this work, funds investing in large and mega buyouts deals are denoted as core 

buyout funds as they make up largest part of the overall capitalization of private equity. Yet there are other 

strategies within private equity, each with its own characteristics, and here we will call these satellite 

strategies or satellite funds. We distinguish 4 satellite strategies that we deem most established and 

relevant for institutional investors: 

• Small and mid-sized (smid) buyout: investments in smaller companies but typically structured in 

a similar way as large and mega buyouts 

• Late stage venture capital and growth equity: investments in younger, high growth businesses 

that are disrupting traditional economies and industries with a focus on execution and scale. These 

companies are often being invested in at key inflection points and require additional private funding 

to fuel growth prior to IPO or acquisition. Throughout the paper, this strategy will be referred to as 

growth equity.  
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• Special situations: situations triggered by specific circumstances within the company that mean it 

requires investment and support. Typically, two sub-strategies are considered being distressed and 

turnaround where the former represents 52%1 of the market capitalization within special situation 

funds. Here only distressed investments are considered where capital is used to acquire equity or 

debt of a company in distress at a discount. As a result of the Covid-19 pandemic, investors are 

flocking to distressed opportunities as GPs accelerate fundraising and launch new sub-strategies2.  

• Asia focused: all buyout, growth equity and distressed investments in companies located in or with 

significant revenue streams from Asia Pacific – a region characterized by its rapid economic growth 

and still maturing private equity market thereby differentiating itself from North America and 

Europe. 

 

This paper focuses on the role of satellite strategies next to an allocation to core buyout funds and discusses 

how satellite funds can complement core buyout funds. First, core and satellite funds are studied on a 

standalone basis, discussing risk-reward, cash flows characteristics, diversification and value creation for 

each of these 5 strategies. Second, we show that adding satellite funds to a portfolio of core buyout funds 

can improve risk-adjusted returns and tilting to one satellite or another might accelerate reaching the 

objectives of the investor. All results shown here are objective market data, and no assumptions or 

amendments were made to the data3.  

Figure 1 shows the universe of primary private equity funds for vintage years ranging from 2001 to 2019 by 

number and by size. The graphic illustrates that the smid buyout market is characterized by 1,000+ smaller 

funds (many of which first-time funds or emerging managers), and the largest part of the market 

opportunity set in capitalization is found in the large-mega buyout funds (56%) as shown in Figure 2. Also 

notable is the large number of Asia-focused private equity funds and the relatively small number and size 

of growth equity funds.  

 

 
1 Source: Preqin (June 2020). Universe consists of current dry powder figures for Distressed Debt, Special 
Situations, and Turnaround funds. 
2 Source: Preqin (June 2020). Currently 70 distressed debt funds are raising capital with an aggregate target 
size of US$72b.   
3 All returns are net of management and performance fees. Source: Burgiss, vintages 2001-2019, 2,614 funds, 
USD 3.2 trillion in market capitalization as of 30 June 2020. Breakpoint between smid and large/mega buyouts 
adjusts as fund sizes have grown over time: 2001-2005: USD 750m, 2006-2009: 1,250m, 2011-2019: 2,000b. 
Across all strategies a minimum fund size of USD 25 million was applied.  
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Figure 1: Private equity fund universe 

 

 
Figure 1: Private equity fund universe covering vintages 2001-2019 and total capitalization of USD $3.2T. Circle diameter 
represents fund size. Source:  Burgiss Private iQ as of 30 June 2020. Strategies include Buyout Large/Mega and Smid with 
cutoffs dynamically changing over time (<=2005: 750m, >2005 and <=2010: 1,250m, >2010: 2,000m), Late Stage VC and 
Expansion Capital, Distressed, and Buyout, Distressed, Late Stage VC/Expansion Capital specific to the Asia-Pacific region. All 
dollar figures are USD. Indexes are unmanaged and one cannot invest directly in an index.  

Figure 2: Private equity fund universe across capitalization and number  

 
Figure 2: Private equity fund universe covering vintages 2001-2019 by number of funds and by capitalization. Source: Burgiss 
Private iQ as of 30 June 2020. Strategies include Buyout Large/Mega and Smid with cutoffs dynamically changing over time 
(<=2005: 750m, >2005 and <=2010: 1,250m, >2010: 2,000m), Late Stage VC and Expansion Capital, Distressed, and Buyout, 
Distressed, Late Stage VC/Expansion Capital specific to the Asia-Pacific region. Total capitalization of USD $3.2T. All dollar 
figures are USD. Indexes are unmanaged and one cannot invest directly in an index. 
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2. Standalone comparison between core buyout 
funds to satellite funds 
 

 

The first question that comes to mind is “how do these strategies compare on a risk-reward or risk-adjusted 

returns basis” - in other words how does the return compare to the amount of risk the investor takes when 

allocating to such strategy. This work studies the absolute return of private equity only - on a relative basis, 

private equity funds have outperformed public equities markets even during one of the longest-ever bull 

markets [2]. Table 1 shows the aggregate IRR (pooled, mean and median) and the dispersion of returns for 

the 5 strategies. These aggregate returns can be interpreted as a passive investment in a private equity 

index, having exposure to all private equity funds. Clearly, such passive strategy is not feasible for most 

investors – at least not at present. Investors must select managers and size the commitment to their funds 

and hence the choice of manager and commitment size is the biggest and most important investment 

decision to achieve incremental returns and manage risk when investing in private equity, especially 

knowing that persistence of performance by managers has declined considerably [5].     

Both components of the buyout universe show similar aggregate returns, however the dispersion of returns 

is inversely correlated with fund size and the smaller end of the capitalization spectrum shows noticeably 

larger variance. Simply put, smaller funds have higher highs and lower lows which also gives manager 

selection more importance. Assuming allocators can consistently select upper median managers (a hard-

to-prove assumption), the smaller part of buyout market provides an incremental return over the larger core 

buyout market. Interestingly, the smid funds shows the highest pooled IRR of all strategies, yet its Sortino 

ratio shows an intermediate value. This is consistent with the previous statement that the dispersion of 

returns is inversely correlated with fund size and indicates that the downside volatility is driven by the 

smallest funds, an effect that is dampened in a capital weighted pooled IRR.   

Growth equity shows very similar risk-reward as smid buyout funds, yet this strategy has a more attractive 

risk-adjusted return as indicated by the higher Sortino ratio. Distressed funds are known to have a lower 

return expectation as demonstrated in both lower return and lower risk. Asia-focused funds show a slightly 

lower return and slightly higher dispersion which explains a defensive Sortino ratio compared to the other 

Risk-reward characteristics 
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strategies. That being said, Asia focused private equity funds are still relatively young compared to the other 

strategies which might bias these estimates.   

Table 1: Risk-return characteristics   
 

Characteristic  
Buyout - Large 

Mega 
Buyout - SMID Growth Equity Distressed Asia 

Pooled IRR 11.2% 13.3% 12.5% 8.8% 10.8% 

Mean 10.6% 11.3% 12.3% 6.7% 8.9% 

Median 10.8% 10.7% 10.4% 7.7% 8.6% 

IQR 10.8% 15.6% 16.0% 9.1% 12.9% 

5th -9.9% -12.4% -11.3% -10.1% -14.0% 

25th 6.2% 3.5% 3.7% 2.8% 1.7% 

75th 17.0% 19.1% 19.7% 11.9% 14.6% 

95th 33.0% 37.0% 36.3% 20.9% 33.6% 

Sortino Ratio 1.0 1.4 1.9 1.0 1.1 

Table 1: Risk-reward characteristics of each of the five strategies. Sortino ratio is calculated using a threshold IRR of 0%. Source: 
Burgiss Private iQ as of 30 June 2020. Vintages 2018 & 2019 excluded for this analysis as they are still in the J-curve. Dataset 
covers 2,199 funds, representing USD 2,498b. The figures shown relate to past performance. Past performance is not a 
reliable indicator of current or future results. Index performance returns do not reflect any management fees, transaction 
costs or expenses. Indices are unmanaged and one cannot invest directly in an index. 

Figure 3 visually depicts the data points shown in Table 1.    

Figure 3: Risk-return characteristics   

 

Figure 3: Graphical representation of risk-reward statistics shown in Table 1. Source: Burgiss Private iQ as of 30 June 2020. 
Dataset covers 2,199 funds, representing USD 2,498b. Buyout – Large Mega covers Buyout funds defined by Burgiss to be 
greater than USD 2.0b in total fund size. Buyout – SMID covers Buyout funds defined by Burgiss to be between USD 25m and 
USD 2,000m in total fund size. Growth Equity covers Late Stage Venture Capital and Expansion Capital funds greater than USD 
25m. Distressed covers Distressed funds defined by Burgiss greater than USD 25m in total fund size. Asia covers Buyout, Late 
VC/Growth, and Distressed strategies greater than USD 25m. The figures shown relate to past performance. Past 
performance is not a reliable indicator of current or future results.  Index performance returns do not reflect any 
management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an index. 
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All risk-reward figures discussed above represent estimates for each strategy since inception until 

30/06/2020, yet it is expected that each strategy benefits from the current market variables in a different 

manner and perform at various time during macro-economic cycles. Figure 4 shows that different 

strategies perform at different times, for instance distressed funds show, as expected, strong return during 

periods of financial duress (early 2000s and 2008-2009). Buyout returns are generally more consistent and 

only show single digit IRRs during the GFC in 2005-2007. Asia focused funds show larger dispersion 

especially in the early 2000s driven be the fact that only very few Asia funds were in the market then. This 

illustrates why trying to time the commitments to the various private equity strategies is problematic and 

that consistent vintage year allocation across strategies is likely to ensure adequate diversification and the 

best outcome for investors.    

 

Figure 4: Pooled, median and inter-quartile range IRRs across strategies and vintage years 

 Buyout – Large Mega  Buyout – SMID  Growth Equity  Distressed  Asia  Pooled - Median 

Figure 4: risk-reward on an IRR basis per strategy and per vintage year. Source: Burgiss Private iQ as of 30 June 2020. Vintages 
2001-2017 are included in this analysis. Dataset covers 2,199 funds, representing USD 2,498b. The figures shown relate to 
past performance. Past performance is not a reliable indicator of current or future results.  Index performance returns do 
not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest directly in 
an index. 
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Whereas risk and reward are important characteristics of these various strategies, cash flow profiles may 

also differ and should be considered when weighing the objectives of the investor. The table below 

summarizes various metrics that are directly derived from the cash flow profiles of each strategy. J-curve 

and cash positive represent the year in which the median IRR of each strategy turns positive and 

distributions exceed paid-in capital (DPI > 1), respectively. Duration represents the capital-weighted 

average duration, i.e. average timing of distributions minus average timing of contributions. Max out-of-

pocket (OOP) is the median depth of the cumulative net cash flows curve and represents the maximum net 

cash exposure for each strategy.    

Characteristic 
Large mega 

buyouts 
Smid buyouts Growth Equity Distressed Asia 

J-curve 2y 3y 2y 1y 3y 

Cash positive 9y 9y 11y 7y 9y 

Duration 5.4y 5.0y 6.3y 4.6y 5.1y 

Max OOP. 62% 57% 69% 65% 65% 

Table 2: Cash flows properties of each strategy based on median cash flow profiles. Source: Burgiss Private iQ as of 30 June 
2020. Dataset covers 2,199 funds, representing USD 2,498b. The figures shown relate to past performance. Past 
performance is not a reliable indicator of current or future results.  Index performance returns do not reflect any 
management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an index. 

 
As it can be seen, both the smaller and larger end of the buyout space have comparable cash flow 

characteristics. It is often claimed that large and mega investments have shorter holding periods and tend 

to be more liquid due to more available exit options, yet the data analyzed here does not support that.  

Growth equity seems to have a slightly longer time horizon, most likely due to limited exit channels besides 

the preferred IPO-route, which would translate into higher multiples.   

Special situation funds show the shortest horizon across all metrics, which is expected given companies in 

distress are transformed quickly and exited. An example in which this is relevant is if the objective of the 

investor is to be invested quicker, and an allocation to distressed funds can help accelerate building up that 

exposure.  

Asia-focused private equity funds have similar cash flow characteristics as core buyout funds on the larger 

end of the size spectrum which is expected given that is the largest component of the overall private equity 

market, also in Asia.    

 

Cash flow profiles 
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Each of these strategies has its own distinctive value creation levers. Typically, investment-level leverage 

increases with transaction size as larger companies have a higher lender capacity. For this reason, in the 

smaller end of the buyout market the operational factor, revenue and margin growth, is expected to be more 

important and financial engineering to a lesser extent. Previous research [4, 8] confirmed this effect 

empirically and hinted that the operational component is more important for smaller companies also 

indicating they are less efficient and well run compared to larger companies.         

Less leverage in companies in the smid buyout market also results in dampened peak-to-trough declines 

in times of financial duress. Figure 5 also shows that growth equity saw an even smaller decline, as expected 

as company-level leverage is typically not present.  

Figure 5: Peak-to-trough declines during the global financial crisis (September 2007-March 2009) 

 

Figure 5: peak-to-trough declines during global financial crisis. Source: Burgiss Private iQ as of 30 June 2020. Dataset covers 
2,199 funds, representing USD 2,498b. The figures shown relate to past performance. Past performance is not a reliable 
indicator of current or future results.  Index performance returns do not reflect any management fees, transaction costs or 
expenses. Indices are unmanaged and one cannot invest directly in an index. 

Recently, valuations took a major hit across private capital, with the total universe set forth in this analysis 

decreasing by 8% in the aggregate, compared to the MSCI World at 21% during the first quarter of 2020. 

Growth equity performed the best, falling by 2.4% compared to an 8.8% reduction in time weighted returns 

for large-mega buyouts and distressed strategies. 
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In addition to the aforementioned characteristics, further elements such as correlation have to be 

considered when building a portfolio consisting of each of these five strategies. It is well-known that the 

larger end of the buyout spectrum is more correlated and hence it is expected that fewer funds are 

necessary to obtain an optimally diversified portfolio or program. This can be studied using simulations 

where randomly constructed programs consisting of an increasing number of funds are analyzed. In these 

Monte Carlo simulations, the investment period is 4 years, commitments are equally and evenly paced, and 

the number of simulation runs was 100,000. A typical result for smid buyout funds is shown in Figure 6 

which illustrates that the dispersion of outcomes, as indicated by the height of the stacked yellow bars, is 

decreasing rapidly when diversifying capital over more underlying funds. This chart illustrates that 15-20 

smid funds are necessary to be optimally diversified - adding more funds would not materially impact the 

risk-adjusted return of the aggregated program.      

Figure 6: Diversification effect for smid funds 

 

Figure 6: diversification effect as a function of number of funds for small-mid buyout funds. Source: internal and Burgiss Private 
iQ as of 30 June 2020. Dataset covers 2,199 funds, representing USD 2,498b. Vintages 2001-2017 are included in this analysis. 
The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results.  
Index performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged 
and one cannot invest directly in an index. 

 
The marginal diversification benefit quantifies diversification and is estimated as median return divided by 

the standard deviation of returns, relative to 1 fund investment, within each simulation. This marginal 

diversification benefit is shown as a line for each strategy in Figure 7. 
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Figure 7: Marginal diversification benefit as a function of number of funds 

Figure 7: marginal diversification benefit as a function of number of funds for each of the five strategies Source: internal and 
Burgiss Private iQ as of 30 June 2020. Dataset covers 2,199 funds, representing USD 2,498b. Vintages 2001-2017 are included 
in this analysis. The figures shown relate to past performance. Past performance is not a reliable indicator of current or 
future results.  Index performance returns do not reflect any management fees, transaction costs or expenses. Indices are 
unmanaged and one cannot invest directly in an index.   

 

For core buyout funds the line flattens quicker meaning fewer funds are necessary to be optimally 

diversified, say 12-15 funds. The same is true for distressed funds. For smid buyout funds an optimal 

program is achieved by allocating capital to 15-20 funds. For Asia and growth funds these lines are still 

sloping upwards and more than 20 funds seem necessary to achieve optimal diversification, indicating that 

funds in these strategies have a lower pair-wise correlation.     
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3. Satellite funds in a portfolio of large-mega 
funds  
 

The analyses so far highlight various characteristics of five strategies on a standalone basis. However, most 

private equity programs consist of a mix of each of these strategies and hence it is important to understand 

the role of each strategy in the aggregate program, and in particular how these strategies affect the risk-

reward of the total program. This can be studied using simulations where randomly constructed programs 

consisting of a mix of strategies are analyzed. For a detailed description of the simulation methodology 

please refer to the appendix.      

A result for a program investing in core large-mega buyout funds and smid buyout funds is shown in Figure 

8. To clarify, a portfolio consisting of 20 core large-mega buyout funds shows an IRR of 12.4% and a 

standard deviation around this expected IRR of 2.9%. When gradually (5% increments) replacing core 

buyout with a smid buyout allocation, the uncertainty but also the expected return increases. Ultimately, 

the portfolio consists 100% of smid buyouts and shows an expected IRR of 12.9% and standard deviation 

of 3.6%.  As seen in Table 1, the aggregate risk-reward characteristics of both components are very similar 

and hence there is little diversification benefit from a risk-reward perspective and the portfolio moves pretty 

much along a straight line from corner to the other corner portfolio.   

Figure 8: Simulated mean and dispersion of IRR  

 

Figure 8: Simulated mean and dispersion of IRR for 21 portfolios consisting of large-mega and smid buyouts  Source: internal 
and Burgiss Private iQ as of 30 June 2020 (1,665 funds). Vintages 2001-2017 are included in this analysis. The figures shown 
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relate to past performance. Past performance is not a reliable indicator of current or future results.  Index performance 
returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest 
directly in an index. 

However, when more dissimilarities between both strategies are introduced by for instance removing all 

below median funds from both datasets, a benefit becomes visible and a curvature becomes apparent, i.e. 

the simulated portfolios consisting of both large-mega and smid buyouts move away from the straight line 

connecting both corner portfolios as shown in Figure 9.4        

Figure 9: Simulated mean and dispersion of IRR (upper median) 

 

Figure 9: Simulated mean and dispersion of IRR for 21 portfolios consisting of upper median large-mega and smid buyouts. 
Source: internal and Burgiss Private iQ as of 30 June 2020 (802 funds). Vintages 2001-2017 are included in this analysis. The 
figures shown relate to past performance. Past performance is not a reliable indicator of current or future results.  Index 
performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one 
cannot invest directly in an index. 

 

An even stronger effect can be seen when adding growth funds to core buyout funds as it can be seen in 

Figure 10. Here the curvature is more pronounced even when only removing the bottom quartile funds from 

both datasets. This implies that the correlation of growth equity with core buyouts is lower than the 

correlation of smid buyouts with core buyouts which is in-line with intuition given the nature of the 

underlying companies.      

 
4 It should be noted that these simulated returns slightly differ from those in Table 1 because 1) simulations are 
equally weighting both by vintage year and fund size and 2) represent performance of a diversified program of 
private equity funds instead of single funds. 
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Figure 10: Simulated mean and dispersion of IRR (excluding bottom quartiles) 

 

Figure 10: Simulated mean and dispersion of IRR for 21 portfolios consisting of large-mega and growth buyouts excluding the 
bottom quartiles. Source: internal and Burgiss Private iQ as of 30 June 2020 (515 funds). Vintages 2001-2017 are included in 
this analysis. The figures shown relate to past performance. Past performance is not a reliable indicator of current or future 
results.  Index performance returns do not reflect any management fees, transaction costs or expenses. Indices are 
unmanaged and one cannot invest directly in an index. 

 

Figure 11 plots both Sharpe and Sortino ratios as a function of the allocation to growth equity for the 

simulation results shown in Figure 10. An optimum can be seen at 30-40% allocation to growth equity at 

which point both risk-adjusted ratios show their maximum value.   

Figure 11: Sharpe and Sortino ratios for simulation results in Figure 10 

 

Figure 11: Sharpe and Sortino ratios for the simulation results shown in Figure 10. Source: internal and Burgiss Private iQ as of 
30 June 2020 (515 funds). Vintages 2001-2017 are included in this analysis. The figures shown relate to past performance. 
Past performance is not a reliable indicator of current or future results.  Index performance returns do not reflect any 
management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an index. 
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4. Optimal portfolio construction 
 
Even though important trends can be observed when applying this simulation methodology on two 

strategies in isolation, such theoretical constructs are not used abundantly by private equity practitioners 

to derive an optimal allocation to each of these strategies for several reasons. First, each investor has a 

different objective to solve for when constructing their private equity program. Some investors favor IRR 

and others TVPI or others put more emphasis on elements away from performance expectations, e.g. J-

curve experience, duration and out-of-pocket experience. As such, portfolio construction in private equity 

is multi-dimensional and is more nuanced and complex than a 2-dimensional plane. Second, such 

simulations do not consider the depth or opportunity set of each strategy which is crucial in private equity 

investing as it enables to select only the highly attractive investments through rigorous underwriting. Third, 

such simulations are entirely backward looking and do not allow for adjusted tilts due to anticipated market 

developments, for instance tactical over-weight to distressed funds in times of financial uncertainty.     

Portfolio construction relies on bottom-up analyses complemented by quantitative analysis as presented 

throughout this article and a standard portfolio could look like Figure 12 which combines both the 

opportunity set and diversification considerations. It should be noted that these commitments typically 

occur over a period of 3 to 4 years and that a minimum commitment size should be implemented to avoid 

sub-scale commitments.   

Figure 12: Optimal portfolio consisting of the five strategies 

 

Figure 12: Optimal portfolio consisting of each of the five strategies 

Buyout-Large Mega
Up to 60% (12 funds)

Buyout - Smid
Up to 40% (15 funds)

Growth Equity
Up to 15% (20 funds)

Distressed       
Up to 15% (12 funds)

Asia     
Up to 15% (18 funds)
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5. Conclusion 
 

 

This paper lays out the characteristics of the five main private equity 

strategies: core mega-large buyout funds and four satellite strategies being 

small-mid buyout funds, growth equity, distressed and Asia-focused funds.  

 

On a standalone basis, it is shown that these strategies differ not only in their 

risk-reward characteristics but also in cash flow profiles, value creation levers 

and diversification properties.   

 

From a total portfolio perspective, it is shown that adding satellite strategies 

to a collection of core buyout funds can improve the risk-adjusted return of the 

total portfolio beyond what could be achieved by both strategies in isolation 

hence demonstrating the complementary nature of these satellite strategies.     
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Appendix  
 
In these Monte Carlo simulations, diversified private equity programs were constructed in a random manner by sampling, without replacement, 

from a large universe of existing fund investments available through Burgiss Private iQ. The investment period was 4 years, during which 20 

equally and evenly paced commitments are made, and the number of simulation runs was 100,000. Cash flows were reconstructed from IRR 

and TVPI values following the methodology described in [6, 7]. After reconstruction, cash flows were aggregated to a program level and 

subsequently the IRR and TVPI of the program were calculated. Results are representative for investors in these diversified programs, not in 

individual fund investments. All simulation results are net of GP economics.       

By constructing such simulated diversified programs, one can calculate more insightful risk metrics such as dispersion, interquartile ranges and 

extreme scenarios. Also, risk-adjusted return metrics considering fat-tailed characteristics, such as the Sortino ratio, can be derived.   

This analysis does not represent any BlackRock fund or strategy and is provided solely for illustrative and educational purposes only. 
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Risks 

Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. 

 

Investors may not get back the amount originally invested. Past performance is not a reliable indicator of current or future results and should not 

be the sole factor of consideration when selecting a product or strategy. Changes in the rates of exchange between currencies may cause the 

value of investments to diminish or increase. Fluctuation may be particularly marked in the case of a higher volatility fund and the value of an 

investment may fall suddenly and substantially. Levels and basis of taxation may change from time to time. 

 

Indexes are unmanaged, are used for illustrative purposes only and are not intended to be indicative of any fund’s performance. It is not possible 

to invest directly in an index. Investment involves risk, including a risk of total loss. Asset allocation and diversification strategies do not guarantee 

profit and may not protect against loss. 

 

Important information 

This material is for distribution to Professional Clients (as defined by the Financial Conduct Authority or MiFID Rules) only and should not be 

relied upon by any other persons. Until 31 December 2020, issued by BlackRock Investment Management (UK) Limited, authorised and 

regulated by the Financial Conduct Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. 

Registered in England and Wales No. 02020394. For your protection telephone calls are usually recorded. Please refer to the Financial Conduct 

Authority website for a list of authorised activities conducted by BlackRock.  

 

From 1 January 2021, in the event the United Kingdom and the European Union do not enter into an arrangement which permits United 

Kingdom firms to offer and provide financial services into the European Economic Area, the issuer of this material is:  

(i) BlackRock Investment Management (UK) Limited for all outside of the European Economic Area; and  

 

(ii) BlackRock (Netherlands) B.V. for in the European Economic Area,  

 

BlackRock (Netherlands) B.V. is authorised and regulated by the Netherlands Authority for the Financial Markets. Registered office Amstelplein 

1, 1096 HA, Amsterdam, Tel: 020 – 549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For your protection telephone calls are 

usually recorded. 

 

This material is provided for educational purposes only and is not intended to be relied upon as a forecast, research or investment advice, and is 

not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. The opinions expressed are subject 

to change. References to specific securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and 

should not be interpreted as recommendations. Reliance upon information in this material is at the sole risk and discretion of the reader. The 

material was prepared without regard to specific objectives, financial situation or needs of any investor. 

 

This material may contain ‘forward-looking’ information that is not purely historical in nature. Such information may include, among other things, 

projections, forecasts, and estimates of yields or returns. No representation is made that any performance presented will be achieved by any 

BlackRock Funds, or that every assumption made in achieving, calculating or presenting either the forward-looking information or any historical 

performance information herein has been considered or stated in preparing this material. Any changes to assumptions that may have been made 

in preparing this material could have a material impact on the investment returns that are presented herein. Past performance is not a reliable 

indicator of current or future results and should not be the sole factor of consideration when selecting a product or strategy. 

 

All $ figure are in USD. 

 

The information and opinions contained in this material are derived from proprietary and nonproprietary sources deemed by BlackRock to be 

reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. 

 

Private Equity: Private Equity Funds invest exclusively or almost entirely in financial instruments issued by companies that are not listed (or that 

take-over publicly listed companies with a view to delisting them). Investment in private equity funds is typically by way of commitment (i.e. 

whereby an investor agrees to commit to invest a certain amount in the fund and this amount is drawn down by the fund as and when it is needed 

to make private equity investments). Interest in an underling private equity fund will consist primarily of capital commitments to, and investments 
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in private equity strategies and activities which involve a high level of risk and uncertainty. Except for certain secondary funds, private equity 

funds will have no operating history upon which to evaluate their likely performance. Historical performance of private equity funds is not a 

guarantee or prediction of their future performance. Investments in Private Equity are often illiquid and investors seeking to redeem their 

holdings can experience significant delays and fluctuations in value. 

 

In the US, this material is for Institutional use only – not for public distribution. 

 

In Canada, this material is intended for permitted clients only, is for educational purposes only, does not constitute investment advice and should 

not be construed as a solicitation or offering of units of any fund or other security in any jurisdiction. 

 

For qualified investors in Switzerland, this document is marketing material. This document shall be exclusively made available to, and directed 

at, qualified investors as defined in the Swiss Collective Investment Schemes Act of 23 June 2006, as amended. 

 

For investors in Israel: BlackRock Investment Management (UK) Limited is not licenced under Israel’s Regulation of Investment Advice, 

Investment Marketing and Portfolio Management Law, 5755-1995 (the ‘Advice Law’), nor does it carry insurance thereunder. 

 

In South Africa, please be advised that BlackRock Investment Management (UK) Limited is an authorised Financial Services provider with the 

South African Financial Services Board, FSP No. 43288. 

 

In Dubai: Blackrock Advisors (UK) Limited - Dubai Branch is a DIFC Foreign Recognised Company registered with the DIFC Registrar of 

Companies (DIFC Registered Number 546), with its office at Unit 06/07, Level 1, Al Fattan Currency House, DIFC, PO Box 506661, Dubai, 

UAE, and is regulated by the DFSA to engage in the regulated activities of ‘Advising on Financial Products’ and ‘Arranging Deals in Investments’ 

in or from the DIFC, both of which are limited to units in a collective investment fund (DFSA Reference Number F000738).  

The information contained in this document is intended strictly for Professional Clients as defined under the Dubai Financial Services Authority 

(“DFSA”) Conduct of Business (COB) Rules.  

 

The information contained in this document, does not constitute and should not be construed as an offer of, invitation or proposal to make an 

offer for, recommendation to apply for or an opinion or guidance on a financial product, service and/or strategy. Whilst great care has been taken 

to ensure that the information contained in this document is accurate, no responsibility can be accepted for any errors, mistakes or omissions or 

for any action taken in reliance thereon. You may only reproduce, circulate and use this document (or any part of it) with the consent of BlackRock.  

 

The information contained in this document is for information purposes only. It is not intended for and should not be distributed to, or relied 

upon by, members of the public.  

 

The information contained in this document, may contain statements that are not purely historical in nature but are “forward-looking 

statements”. These include, amongst other things, projections, forecasts or estimates of income. These forward-looking statements are based 

upon certain assumptions, some of which are described in other relevant documents or materials. If you do not understand the contents of this 

document, you should consult an authorised financial adviser. 

 

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not been reviewed by the Securities and 

Futures Commission of Hong Kong. This material is for distribution to ‘Professional Investors’ (as defined in the Securities and Futures Ordinance 

(Cap.571 of the laws of Hong Kong) and any rules made under that ordinance) and should not be relied upon by any other persons or 

redistributed to retail clients in Hong Kong. 

 

In Singapore, this is issued by BlackRock (Singapore) Limited (Co. registration no. 200010143N) for use with institutional investors as defined 

in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This advertisement or publication has not been reviewed by the 

Monetary Authority of Singapore. 

 

In Korea, this information is issued by BlackRock Investment (Korea) Limited. This material is for distribution to the Qualified Professional 

Investors (as defined in the Financial Investment Services and Capital Market Act and its subregulations) and for information or educational 
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purposes only, and does not constitute investment advice or an offer or solicitation to purchase or sells in any securities or any investment 

strategies. 

 

In Taiwan, Independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100, Songren Rd., Xinyi Dist., 

Taipei City 110, Taiwan. Tel: (02)23261600. 

 

In China, this material may not be distributed to individuals resident in the People’s Republic of China (‘PRC’, for such purposes, excluding Hong 

Kong, Macau and Taiwan) or entities registered in the PRC unless such parties have received all the required PRC government approvals to 

participate in any investment or receive any investment advisory or investment management services. 

 

Issued in Australia and New Zealand by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975 AFSL 230 523 (BIMAL) 

for the exclusive use of the recipient who warrants by receipt of this material that they are a wholesale client and not a retail client as those terms 

are defined under the Australian Corporations Act 2001 (Cth) and the New Zealand Financial Advisers Act 2008 respectively. BIMAL is the issuer 

of financial products and acts as an investment manager in Australia. BIMAL does not offer financial products to persons in New Zealand who 

are retail investors (as that term is defined in the Financial Markets Conduct Act 2013 (FMCA)). This material does not constitute or relate to 

such an offer. To the extent that this material does constitute or relate to such an offer of financial products, the offer is only made to, and capable 

of acceptance by, persons in New Zealand who are wholesale investors (as that term is defined in the FMCA). This material has not been prepared 

specifically for Australian or New Zealand investors and may contain references to dollar amounts which are not Australian or New Zealand dollars 

and financial information which are not prepared in accordance with Australian or New Zealand law or practices. 

 

For Southeast Asia: This document is issued by BlackRock and is intended for the exclusive use of any recipient who warrants, by receipt of this 

material, that such recipient is an institutional investors or professional/sophisticated/qualified/accredited/expert investor as such term may 

apply under the relevant legislations in Southeast Asia (for such purposes, includes only Malaysia, the Philippines, Thailand, Brunei and 

Indonesia). BlackRock does not hold any regulatory licenses or registrations in Southeast Asia countries listed above, and is therefore not licensed 

to conduct any regulated business activity under the relevant laws and regulations as they apply to any entity intending to carry on business in 

Southeast Asia, nor does BlackRock purport to carry on, any regulated activity in any country in Southeast Asia. BlackRock funds, and/or services 

shall not be offered or sold to any person in any jurisdiction in which such an offer, solicitation, purchase, or sale would be deemed unlawful 

under the securities laws or any other relevant laws of such jurisdiction(s). 

 

This material is provided to the recipient on a strictly confidential basis and is intended for informational or educational purposes only. Nothing 

in this document, directly or indirectly, represents to you that BlackRock will provide, or is providing BlackRock products or services to the 

recipient, or is making available, inviting, or offering for subscription or purchase, or invitation to subscribe for or purchase, or sale, of any 

BlackRock fund, or interests therein. This material neither constitutes an offer to enter into an investment agreement with the recipient of this 

document, nor is it an invitation to respond to it by making an offer to enter into an investment agreement. The distribution of the information 

contained herein may be restricted by law and any person who accesses it is required to comply with any such restrictions. By reading this 

information you confirm that you are aware of the laws in your own jurisdiction regarding the provision and sale of funds and related financial 

services or products, and you warrant and represent that you will not pass on or utilize the information contained herein in a manner that could 

constitute a breach of such laws by BlackRock, its affiliates or any other person. 

 

For Other Countries in APAC, this material is issued for Institutional Investors only (or professional/sophisticated/ qualified investors, as such 

term may apply in local jurisdictions) and does not constitute investment advice or an offer or solicitation to purchase or sell in any securities, 

BlackRock funds or any investment strategy nor shall any securities be offered or sold to any person in any jurisdiction in which an offer, 

solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. 

 

In Latin America, for Institutional Investors and Financial Intermediaries Only (Not for public distribution). This material is for educational 

purposes only and does not constitute an offer or solicitation to sell or a solicitation of an offer to buy any shares of any fund (nor shall any such 

shares be offered or sold to any person) in any jurisdiction in which an offer, solicitation, purchase or sale would be unlawful under the securities 

law of that jurisdiction. It is possible that some or all of the funds mentioned in this document have not been registered with the securities 

regulator of Argentina, Brazil, Chile, Colombia, Mexico, Panama, Peru, Uruguay or any other securities regulator in any Latin American country 

and thus might not be publicly offered within any such country. The securities regulators of such countries have not confirmed the accuracy of 

any information contained herein. No information discussed herein can be provided to the general public in Latin America. 
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In Argentina, only for use with Qualified Investors under the definition as set by the Comisión Nacional de Valores (CNV). 

 

In Chile, the offer of each security not registered with the Comisión para el Mercado Financiero (‘CMF’) is subject to General Rule No. 336 issued 

by the SVS (now the CMF). The subject matter of this offer may include securities not registered with the CMF; therefore, such securities are not 

subject to the supervision of the CMF. Since the securities are not registered in Chile, there is no obligation of the issuer to make publicly available 

information about the securities in Chile. The securities shall not be subject to public offering in Chile unless registered with the relevant registry 

of the CMF. 

 

In Colombia, the offer of each Fund is addressed to less than one hundred specifically identified investors, and such Fund may not be promoted 

or marketed in Colombia or to Colombian residents unless such promotion and marketing is made in compliance with Decree 2555 of 2010 

and other applicable rules and regulations related to the promotion of foreign financial and/or securities related products or services in 

Colombia. 

 

IN MEXICO, FOR INSTITUTIONAL AND QUALIFIED INVESTORS USE ONLY. INVESTING INVOLVES RISK, INCLUDING POSSIBLE LOSS OF 

PRINCIPAL. THIS MATERIAL IS PROVIDED FOR EDUCATIONAL AND INFORMATIONAL PURPOSES ONLY AND DOES NOT CONSTITUTE AN 

OFFER OR SOLICITATION TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SHARES OF ANY FUND OR SECURITY. 

This information does not consider the investment objectives, risk tolerance or the financial circumstances of any specific investor. This 

information does not replace the obligation of financial advisor to apply his/her best judgment in making investment decisions or investment 

recommendations. It is your responsibility to inform yourself of, and to observe, all applicable laws and regulations of Mexico. If any funds, 

securities or investment strategies are mentioned or inferred in this material, such funds, securities or strategies have not been registered with 

the Mexican National Banking and Securities Commission (Comisión Nacional Bancaria y de Valores, the “CNBV”) and thus, may not be publicly 

offered in Mexico. The CNBV has not confirmed the accuracy of any information contained herein. The provision of investment management 

and investment advisory services (“Investment Services”) is a regulated activity in Mexico, subject to strict rules, and performed under the 

supervision of the CNBV. These materials are shared for information purposes only, do not constitute investment advice, and are being shared 

in the understanding that the addressee is an Institutional or Qualified investor as defined under Mexican Securities (Ley del Mercado de 

Valores). Each potential investor shall make its own investment decision based on their own analysis of the available information. Please note 

that by receiving these materials, it shall be construed as a representation by the receiver that it is an Institutional or Qualified investor as defined 

under Mexican law. BlackRock México Operadora, S.A. de C.V., Sociedad Operadora de Fondos de Inversión (“BlackRock México Operadora”) is 

a Mexican subsidiary of BlackRock, Inc., authorized by the CNBV as a Mutual Fund Manager (Operadora de Fondos), and as such, authorized to 

manage Mexican mutual funds, ETFs and provide Investment Advisory Services. For more information on the Investment Services offered by 

BlackRock Mexico, please review our Investment Services Guide available in www.blackrock.com/mx. This material represents an assessment at 

a specific time and its information should not be relied upon by the you as research or investment advice regarding the funds, any security or 

investment strategy in particular. Reliance upon information in this material is at your sole discretion. BlackRock México is not authorized to 

receive deposits, carry out intermediation activities, or act as a broker dealer, or bank in Mexico. For more information on BlackRock México, 

please visit: www.blackRock.com/mx. BlackRock receives revenue in the form of advisory fees for our advisory services and management fees for 

our mutual funds, exchange traded funds and collective investment trusts. Any modification, change, distribution or inadequate use of 

information of this document is not responsibility of BlackRock or any of its affiliates. Pursuant to the Mexican Data Privacy Law (Ley Federal de 

Protección de Datos Personales en Posesión de Particulares), to register your personal data you must confirm that you have read and understood 

the Privacy Notice of BlackRock México Operadora. For the full disclosure, please visit www.blackRock.com/mx and accept that your personal 

information will be managed according with the terms and conditions set forth therein. BlackRock® is a registered trademark of BlackRock, Inc. 

All other trademarks are the property of their respective owners. 

 

In Peru, this material is for the sole use of Institutional Investors, as such term is defined by the Superintendencia de Banca, Seguros y AFP. 

 

The information provided here is neither tax nor legal advice. Investors should speak to their tax professional for specific information regarding 

their tax situation. Investment involves risk including possible loss of principal. International investing involves risks, including risks related to 

foreign currency, limited liquidity, less government regulation, and the possibility of substantial volatility due to adverse political, economic or 

other developments. These risks are often heightened for investments in emerging/developing markets or smaller capital markets. 
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Any research in this document has been procured and may have been acted on by BlackRock for its own purpose. The results of such research 

are being made available only incidentally. The views expressed do not constitute investment or any other advice and are subject to change. They 

do not necessarily reflect the views of any company in the BlackRock Group or any part thereof and no assurances are made as to their accuracy.  

 

This document is for information purposes only and does not constitute an offer or invitation to anyone to invest in any BlackRock funds and has 

not been prepared in connection with any such offer. 
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