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7KLV UDQNLQJ DQVZHUV WKH TXHVWLRQ &ZKLFK (NG H \\PDOO F PHC
JHQHUDWHG WKH EHVW SHUIRUPDQFH IRU WKHLU LQYHVWRUV RYHU WKH SDVW \F
7KH UDQNLQJ GUDZV RQ D FRPSUHKHQVLYH VHW RI GDWD RQ SULYDWH HTXLW\ IX
SHUIRUPDQFH SURYLGHG E\ 3UHTLQ DQG HQKDQFHG ZtWK GDWD VRXUFHG GLUHF\
IURP WKH SULYDWH HTXLW\ UPV WKHPVHOYHV ,W XVHV D XQLTXH PHWKRGRORJ\
WR FDOFXODWH WKH DJJUHJDWH SHUIRUPDQFH RI D SULYDWH HTXLW\ UP EDVHG
RQ D UDQJH Rl SHUIRUPDQFH PHDVXUHV DSSOLHG WR DOO RI WKH TXDOLI\LQJ
IXQGV PDQDJHG E\ WKH UHVSHFWLYH UP 7KH PHWKRG LV DEOH WR DJJUHJDWH -
SHUIRUPDQFH DFURVV YLQWDJH \HDUV DQGFRQVLGHUVERMMZUHODWLYHDQG DE
UHWXUQV ,Q WRWDO +(& 3DULV DQDO\VHG SHUIR ' N :

HTXLW\ UPV DQG WKH IXQGV WKH\ UDLVHG EH

DJJUHJDWH HTXLW\ YROXPH RI WU

B3URIHVVRU 20LYHU *RWWVFKDOJ
Rl +(& 3DULV $FDGHPLF 'HDQ RI

WKH 75,80 *OREDO (0%$ 3URJUDP
JRXQGHU _ )XQG 3HUIRUPDQFH $QDO\WLFV
0- +XGVRQ

( JRWWVFKDOJ#KHF U

JRU WKH SXUSRVHV RI WKLV UDQNLQJ D UP LV FRQVLGHUHG éVPDOO FDSé ZKHQ WKH FXPXODWLYH DPRXQW UDLVHG DF
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/RS VPDOO FDS EX\RXW SUPV RXW RI

1 &$, &%$3,7%/ 3%571(56 3.17
7) )$/)855,%$6 &$3,7%$/ 3$571(56 2.91
3 5(12986 &$3,7%$/ 3$571(56 2.62
4 *07 &20081,&%$7,216 3$571(56 2.02
5 *$8*( &$3,7%/ 1.97
6 "(721* &$3,7%$/ 1.35
7 ©,1'526( +($/7+ ,19(67256 1.25
8 9,$ (48,7< 1.24
9 ,03(5,%$/ &%$3,7%/ *5283 1.22
10 9(1',6 &$3,7%/ 1.04
11 6($3257 &$3,78$/ 0.89
12 6<1298% 0.82
13 75,1,7< +817 3$571(56 0.80
14 )5217(1%& &203%$1< 0.75
15 (< &$3,7%/ 3$571(56 0.68
16 8)(1%$8 &$3,7%$/ 3$8571(56 0.61
17 1,3321 0,5%, &%$3,7%/ 0.45
18 32/$5,6 35,9%7( (48,7< 0.43
19 &5 (66 (< &203%$1< 0.42
20 0$,1 &$3,7%/ 3$571(56 0.41




The private equity industry is notorious for being
opaque, and access to any data is chronically
GLUFXOW ,Q SDUWLFXODU OLWWOH LV NQRZQ D
performance and competitive behaviour of the

NH\ SULYDWH HTXLW\ SUPV :KLOH SHUIRUPDOQFH
rankings exist for many other areas (the best >
‘business school’, the best ‘place to work’, the best

‘stock market analyst’ etc), nothing worth that

name had existed in private equity.

Until recently, the only available rankings for
private equity were based on size alone, which
has very limited meaning. Since 2009, HEC Paris
and Dow Jones have joined forces to publish

their historic performance and expected future

UHJXODU UDQNLQJV RI SULYDWH HTXLW\ SURV E7
competitiveness.
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This ranking answers the question: “which small-cap buyout

SUPV JHOQOHUDWHG WKH EHVW SHUIRUPDQFH
the past years?” It draws on performance information from

DOO EX\RXW IXQGV PDQDJHG E\ D JLYHQ SU
aggregates their performance using a novel, proprietary

methodology (see below) into one overall performance score.

:KDW DUH WKH GDWD VRXUFHYVY EHKLQG WKH UDC

7R REWDLQ WKH PRVW DFFXUDWH SLFWXUH RI WKH XQLYHUVH RI SULYDWH HTXL
D YDULHW\ RI DYDLODEOH GDWDEDVHV DQG SHUIRUPHG D QXPEHU RI FURVV FKt}
‘H XVHG WKH 3UHTLQ SULYDWH HTXLW\ IXQG SHUIRUPDQFH GDWDEDVH DV WKH
LQIRUPDWLRQ LQ DGGLWLRQ WR DQ LQFUHDVLQJ DPRXQW RI LQIRUPDWLRQ GLI
+(& 3DULV IRU WKH SXUSRVH RI WKHVH UDQNLQJV

:KLOH +(& 3DULV KDV DFFHVV WR DGGLWLRQDO SURSULHWDU\ LQIRUPDWLRQ RQ
HTXLW\ UPV +(& 3DULV %X\RXW 'DWDEDVH WKLY GDWD LV DQRQ\PRXV DQG FD

+RZ KDYH WKH HYDOXDWHG SULYDWH HTXLW\ SL

:H IJIDWKHUHG GDWD DV RI 1RYHPEHU RQ WKH XQLYHUVH RI SULYDWH HTXLV
SURYLGHYVY SHUIRUPDQFH GDWD RU ZKLFK SURYLGHG GDWD GLUHFWO\ WR +(& 3
UDQNLQJV 7KLV UHVXOWYV LQ D VDPSOH RI SULYDWH HTXLW\ UPV DQG WKH
ZLWK DQ DJJUHJDWH HTXLW\ YROXPH RI WU )URP WKLV VWDUWLQJ VDPSOH
PHW WKH IROORZLQJ REMHFWLYH FULWHULD

« at least two funds which raised over the 2008 to 2017 period for which full performance information is available;

« performance data available on all of these the funds;

« between $100m and $999m raised during this time;

« investments in US, Europe or global; and

* at least ten observation years (i.e. the sum of the ‘age’ of all funds, as of today).
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K\ WKHVH VHOHFWLRQ FULWHULD"

W LV RXU LQWHQWLRQ WR IRFXV WKH DQDO\VLV RQ SULYDWH HTXLW\ UPV WK
HTXLW\ XQLYHUVH GH QHG EDVHG RQ WKHLU FXPXODWLYH IXQGUDLVLQJ YROXF
ZDQW WR PDNH VXUH WKDW ZH H[FOXGH *3V ZKR RQO\ GLVFORVH UHWXUQV RI W
UHSRUW DQ\ ¢RQH KLW ZRQGHUVeé KHQFH WKH UHTXLUHPHQW WR KDYH DW OHD
DQG WHQ ¢REVHUYDWLRQ \HDUVé :H GR QRW FRQVLGHU IXQGV UDLVHG RU
WR EH MXGJHG DW WKLV SRLQW

+RZ ODUJH DQG UHSUHVHQWDWLYH LV \RXU VDP

7KH UPV WKDW SDVVHG WKH FULWHULD UDLVHG D WRWDO HTXLW\ RI RYHU

How has the aggregate past performance been assessed?

SBULYDWH HTXLW\ LV DQ DVVHW FODVV WKDW PDNHV LW SDUWLFXODUO\ FKDOOH
UP 3HUIRUPDQFH LV W\SLFDOO\ UHFRUGHG DW WKH IXQG OHYHO DQG QRW IRL
PDNH WKH DJJUHJDWLRQ RI SHUIRUPDQFH WR WKH UP OHYHO FKDOOHQJLQJ

1. $OWHUQDWLYH FRPSOHPHQWDU\ SHUIRUPDQFH PHDVXUHY DUH XVHG WR |
PXOWLSOH VR WKDW LW LV QRW WULYLDO WR NQRZ ZKLFK PHDVXUH WR OF

2. 3HRSOH GLVDJUHH ZKHWKHU UPV VKRXOG EH DVVHVVHG DFFRUGLQJ WR V
SHUIRUPDQFH UHODWLYH WR D SHUIRUPDQFH EHQFKPDUN DQG

3. BULYDWH HTXLW\ UPV W\SLFDOO\ PDQDJH D QXPEHU RI OLPLWHG OLIH 1XC
VLPXOWDQHRXVO\ DQG WKH VR FDOOHG ¢- FXUYHé SKHQRPHQRQ PDNHV LW
IXQG ZLWK D ,55 LV EHWWHU RU ZRUVH WKDQ D VHYHQ \HDU ROG IXQG ZL

,Q D SURMHFW VSRQVRUHG E\ 0- +XGVRQ 3URI 20LYHU *RWWVFKDOJ IURP +(& 3
D SURSULHWDU\ PHWKRGRORJ\ WKDW PDNHV LW SRVVLEOH WR FRPSUHKHQVLYH
PDQDJHG E\ D SULYDWH HTXLW\ UP 7KH EDVLV IRU WKLV DVVHVVPHQW LV WKH
RI WKUHH FRPSOHPHQWDU\ SHUIRUPDQFH PHDVXUHV ,55 '3, FDVK RQO\ UHWXL
WKDW FRQVLGHUVY DFFRXQWLQJ YDOXHV RI RQIJRLQJ LQYHVWPHQWY :H DVVHV\
YDOXHV DQG PHDVXUHG DJDLQVW WKH FRUUHVSRQGLQJ SHUIRUPDQFH EHQFKPL

7KHVH VL[ LQGLFDWRUV DUH WKHQ FRPELQHG IRU PXOWLSOH IXQGVY EDVHG RQ
WKH HPSLULFDOO\ GHULYHG KLVWRULFDO UHOLDELOLW\ RI SHUIRUPDQFH PHDV.
IRU WKLY PHWKRG LV DV IROORZVY ZH GHWHUPLQHG HPSLULFDOO\ WKH UHOLDE
IRXU HWF \HDUV ROG 2XU VDPSOH LQFOXGHG GHWDLOHG GDWD RQ WKH HYRO X
IXQGY RYHU WLPH ,PDJLQH WKH SHUIRUPDQFH RI D WKUHH \HDU ROG IXQG SUH
ZKLOH WKH SHUIRUPDQFH RI D YH \HDU ROG IXQG SUHGLFWV LWV QDO SHUIRU
WZLFH DV PXFK ZHLJKW WR SHUIRUPDQFH GDWD RI YH \HDU ROG IXQGV WKDQ V
IXQGVY LQ WKH DJJUHIJDWLRQ )LQDOO\ ZH FRPELQH DOO VL[ SidihpppUPDQFH PHD'
VWDQGDUG VWDWLVWLFDO PHWKRG FDOOHG ¢SULQFLSDO FRPSRQHQW DQDO\VL
FUHDWLRQ DELOLW\ RI SULYDWH HTXLW\ UPV DFURVVY DOO WKHLU IXQGV

7KH HIWUDFWHG IDFWRU KDV DQ (LJHQYDOXH RI DQG FDSWXUHV Rl WKH WRWDO YDULDQFH RI DOO SHUIRUPDQ
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How should ‘aggregate performance score’ be interpreted?

7KH DJJUHJDWH SHUIRUPDQFH VFRUH LV QHLWKHU DQ ,55 W\SH DQQXDO UHWXU
LOWHUSUHWHG UHODWLYH WR WKH DYHUDJH DJJUHJDWH SHUIRUPDQFH VFRUH F
VFRUH RI RQH PHDQV WKDW D JLYHQ SULYDWH HTXLW\ UP KDV DQ DJJUHJDWH ¢
DERYH WKH DYHUDJH SHUIRUPDQFH ZKLFK ZRXOG SRVLWLRQ LW W\ASLFDOO\ DW
KDYH D ORZHU DJJUHJDWH SHUIRUPDQFH $OVR DQ DJJUHJDWH SHUIRUPDQFH \
DV KLJK DV IRU DQ DJJUHJDWH SHUIRUPDQFH VFRUH RI RQH $ SULYDWH HTXLW
GHVLJQ DQ DJJUHJDWH SHUIRUPDQFH VFRUH RI JHUR

$V WKH DYHUDJH DQG WKH VWDQGDUG GHYLDWLRQ IRU HDFK RI WKH VDPSOHYV >
DUH GLITHUHQW LW LV QRW SRVVLEOH WR FRPSDUH SULYDWH HTXLW\ UPV DFU
RWKHU ZRUGYV D PLG PDUNHW UP ZLWK D VFRUH RI LV QRW QHFHVVDULO\ EF
ZLWK D VFRUH RI

How sensitive are the results to the valuation of unrealised investments?

7KH YDOXDWLRQ RI XQUHDOLVHG LQYHVWPHQWY KDV RQO\ D VPDOO LPSDFW RQ
WKDW DUH DW OHDVW IRXU \HDUV ROG 6HFRQGO\ DFFRUGLQJ WR RXU PHWKRG
LQYHVWPHQWY IXQGV FDUU\ OHVV ZHLJKW LQ WKH SHUIRUPDQFH DJJUHJDWLRC
SHUIRUPDQFH RI \RXQJHU IXQGV LV LQKHUHQWO\ OHVV SUHFLVH )LQDOO\ WZR
'3, FRQVLGHU FDVK RQ FDVK SHUIRUPDQFH RQO\ DQG LIJQRUH YDOXDWLRQV RI

:KDW GRHV WKH UDQNLQJ QRW FDSWXUH"

7KH SHUIRUPDQFH UDQNLQJ LV EDFNZDUG ORRNLQJ E\ GH QLWLRQ ,W FDQQRW
FRUH WHDP RU WKH IXQG GHDO VL]H RI D UP $V VXFK LW PD\ QRW FDSWXUH D
JLYHQ SULYDWH HTXLW\ UP

Limitations

7KH FRQ GHQWLDO QDWXUH RI WKH LQGXVWU\ PDNHV LW LPSRVVLEOH WR FRPSI
DQG ZH FDQQRW H[FOXGH WKH SRVVLELOLW\ RI ELDVHV LQ RXU UHVXOWYV GXH V
UHO\ RQ WKH VDPH GDWD VRXUFHV W\SLFDOO\ XVHG WR FRPSRVH LQGXVWU\ VW
ZH FRQVLGHU RXU GDWD E\ IDU WKH EHVW DYDLODEOH IRU WKLV NLQG RI DQDO
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7KLV PDWHULDO KDV EHHQ SUHSDUHG RQ WKH ED
LQIRUPDWLRQ LQWHUQDOO\ GHYHORSHG GDWD D
EHOLHYHG WR EH UHOLDEOH KRZHYHU +(& 3DUL
WR LQGHSHQGHQWO\ YHULI\ LQIRUPDWLRQ REWDL
PDNH QR UHSUHVHQWDWLRQV RU ZDUUDQWLHV D
UHOLDELOLW)\ RI VXFK LQIRUPDWLRQ 7KLV PDWH
SXUSRVHV RQO\ LV QRW LQYHVWPHQW DGYLFH D(
SHUIRUPDQFH RU UHVXOWYV RI DQ\ SULYDWH HTXL
0- +XGVRQ GR QRW UHSUHVHQW ZDUUDQW RU JX
LV VXLWDEOH IRU DQ\ LQYHVWPHQW SXUSRVH DQ
IRULQYHVWPHQW GHFLVLRQV 1RWKLQJ KHUHLQ
FXUUHQW RU IXWXUH UHFRPPHQGDWLRQ WR EX\ §
WR VHOO RU DV D VROLFLWDWLRQ RI DQ RIIHU W
QRW SXUSRUW WR FRQWDLQ DOO RI WKH LQIRUPD
ZLVK WR FRQVLGHU DQG LV QRW WR EH UHOLHG X
IRU WKH H[HUFLVH RI LQGHSHQGHQW MXGJPHQW

JRU IXUWKHU LQIRUPDWLRQ SOHDVH FRQWDFW
JRWWVFKDOJ#KHF U




Outperformance.

'LUFXOW WR
and even harder

to predict...

Luckily, MJ Hudson LPs:

JLQG WKH ULJKW IXQGV IRU \RX
Fund F_)erformance i TXLFNO\ i GHFLVLYHO\ i UHOLDEC
Analytics has the tools GPs:
LPs and GPs need. 3URYH \RXU H[FHOOHQFH

i HPSLULFDOO\ T FRQVLVWHQWO\ 1

7R SQG RXW PRUH DERXW KRZ 0- +XGVRQ FDQ
help you, please contact bdm@mjhudson.com
Q MJ HUDSON

or visit mjhudson.com/fundpa
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