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THE LP
of the future will...
Look forward 10 years and imagine how 

institutional investors will behave in a decade's 

time. Flick through for the trends in fees, 

performance measurement, pay and more. 



...pay the same or lower fees

More variable
depending on the

investor

Basically the same
as today

Materially lower
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LPs want to cut costs and boost returns, leading to more customisable fund models. Many think 
fees will drop or stay the same, while a majority see them as the biggest source of disagreement

Source:  Hamilton Lane Private Markets Survey Class of 2016 

Management and
performance fees

Structure of the carry
waterfall

Other
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Source: PEI annual LP survey

For our full article on fees

In five years, fees for PE structures will be: The area of due diligence that creates the most 
disagreements is:  

click here

https://www.privateequityinternational.com/lp-of-the-future-moving-towards-shadow-capital/


...use performance-based 
incentives
LPs whose pay is tied to results are almost three times more likely to 
deliver annual returns in excess of 16% than their peers
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You’ve got to be prepared to 
pay proper money to attract the 

talent to take on private asset 
managers on equal terms

Edi Truell, founder, Disruptive Capital

Investors that have compensation tied to private equity results seem 
to perform better

Compensation tied to PE Compensation not tied to PE 

For our full article on remuneration

click here

  

You do need to structure 
remuneration levels to 

incentivise teams, not just 
individuals, to perform together

Mirja Lehlmler-Brown, partner, Hayfin

https://www.privateequityinternational.com/lp-of-the-future-tying-pay-to-performance/


We see ... two schools of thought 
potentially capturing the imagination of 
some chief investment officers and 
investment programmes
 
David Fann, president and chief executive, Torrey Cove

...structure its portfolio differently
 A more fluid approach will replace the established bucket-based allocation

Combine private equity 
with public equity, 
viewing this bucket as 
all-equity risk

Split the portfolio into liquid 
and illiquid strategies, which 
puts private equity into a 
broad private markets bucket 
with private credit, private 
infrastructure and some real 
assets investing

For our full article on portfolios

click here

Option 1

Option 2

https://www.privateequityinternational.com/lp-of-the-future-a-more-fluid-approach-to-structure/


...still expect outperformance
Investors will judge performance on a relative rather than absolute basis
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The expectation that you’re 
going to achieve 20 percent 
rates of returns is shifting to a 
perspective of generating to 
200-400 basis points over a 
public equity index or some 
other benchmark
 
David Fann, president and chief executive, TorreyCove

Returns are falling but continue to exceed 
other asset classes

For our full article on performance

click here

Fixed income Public equity

Private equity Real estate

https://www.privateequityinternational.com/lp-of-the-future-performance-will-be-relative/
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...take more control

Director's choice

LPs' preferred investment method in 2018-19, 
other than commingled funds

Direct investment
vehicles

Segregated
managed
accounts

Co-investment
vehicles

Funds of funds

Funds of one
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Going direct or co-investing

Source: Intralinks 2018 LP reportSource: Coller Capital

More LPs are making direct investments than 12 years 
ago, while co-investments have rocketed

Investors are increasingly side-stepping the traditional fund structure

Direct Co-investment

For our full article on 
non-fund investments

click here

https://www.privateequityinternational.com/lp-of-the-future-taking-more-control/


...be free of tail-ends
Assets will be rolled into new structures or funds will instigate a pre-agreed liquidity process 

You’ll have fewer 
zombie funds and 
GP-led restructurings 
will continue to 
grow in popularity. 
GPs will almost 
pre-empt things like 
that happening
 
Shawn D’Aguiar, fund formation 
partner, Goodwin
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PE funds aged 15 years or older

The number of old PE funds is increasing

Source: NYPPEX Private Markets 

For our full article on tail-ends

click here
Unrealised value in private 
equity funds worldwide

$1.6trn

https://www.privateequityinternational.com/lp-of-the-future-the-end-of-tail-ends/


%

Excellent Above average Average Could do better Needs to significantly improve

...have more information

Open sesame

More than one in three LPs believe their GPs could be more transparent

Source: Intralinks 2018 LP report

Private equity is institutionalising to a point now 
where it's a multi-trillion-dollar industry, and 
investors have plenty of choices in the marketplace. 
They are going to continue to expect greater 
transparency from those that they've invested with
 
David Fann, president and chief executive, TorreyCove

For our full article on transparency

click here

https://www.privateequityinternational.com/lp-of-the-future-much-more-transparency/


For our full article on technology

...use blockchain technology
Cutting-edge tech will provide LPs and GPs with greater awareness of how capital is being deployed

Partners Group is using distributed ledger 
technology to verify confidential documents 
with service providers

Unigestion uses a blockchain on a high-security 
cloud with investors, fund managers and 
administrators accessing the information via 
secured means

Distributed ledgers are a list of transactions replicated across a number of 
computers rather than stored on central servers. The technology carries 
significant potential in every sector, as deals can be recorded with 
increased security and transparency

USERS

click here

https://www.privateequityinternational.com/lp-of-the-future-investors-could-push-for-blockchain-tech/
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For our full coverage

click here

https://www.privateequityinternational.com/lp-special-2018/

