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Source: Capital Dynamics based on Thomson One data, as of June 10, 2013. Boom periods 

include 1996-1999, 2004-2007. Downturn periods include 1991-1992, 2001-2002, 2008-2009. 
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Private equity liquidity – Is a distribution wave coming? 

Private equity liquidity was a key concern amongst 

investors following the global financial crisis in 2008. 

Exit markets were virtually closed in late 2008 and 

2009. However, this situation has subsequently 

improved. Global buyout and venture capital distri-

butions in 2012 totaled USD 125 billion or 97% of 

the previous peak in 2007. Moreover, distributions 

from buyout funds reached USD 115 billion, the 

highest ever on record. Despite this development, 

there is a distinct difference between investors’ 

current perceptions of private equity liquidity com-

pared with 2007. 

Why didn’t investors’ perceptions of private 

equity liquidity dramatically improve?  

During 2004-2007, liquidity in private equity was at 

its peak, with 31% of the previous years’ net asset 

values (NAV) being distributed during the year. In 

2012, despite a high absolute value of distributions, 

relative to the NAV rate it was only 16%, below the 

long-term average over the last 23 years. Whilst 

looking into distribution amounts in relation to NAV, 

we observed that during downturn periods, distribu-

tions averaged 11% of NAV. In contrast, distribution 

rates almost tripled during boom periods to 30%. In 

2011 and 2012, distribution rates were slightly 

above the downturn level, but substantially below 

the boom period, which reconciles with investor 

perceptions.  

Where is the money tied up?  

A moderate recovery of exit activity during the last 

three years has driven the unrealized value of US 

and European buyout funds to USD 738 billion, the 

highest level ever. A closer look at the vintage year 

NAV composition of buyout funds in the Thomson 

One database reveals that 70% of asset value or 

some USD 516 billion is tied up within funds dating 

back to 2007 and older. Half of the NAV in the pri-

vate equity industry are concentrated in the three 

vintages: 2005-2007. These vintages are currently 

in their harvesting period and portfolio investments 

have to be realized soon. 

 

Larger investments made by those vintage years 

demanded a longer holding time from General 

Partners (GPs) to create value. This was also im-

pacted by the slow M&A activity of larger corpora-

tions and relatively soft IPO markets during 2009-

2012 – typical exit channels for larger buyouts. The 

average holding period has gradually increased 

since 2007 from 3.6 to 5.4 years in 2012, according 

to Pitchbook data. Due to the sheer size of invest-

ments by those vintages, we could reasonably ex-

pect absolute distribution amounts to be very high 

even if investments are disposed of at lower returns.  

 

 

 

  

 Source: Capital Dynamics based on Thomson One data, as of June 10, 2013. 
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How big is the company exit pipeline?  

A closer look at the inventory of buyout-backed 

companies in the Preqin database indicates that 

the near term exit pipeline, only including compa-

nies held by GPs for four years and longer, reached 

a record level of 7,074 companies. About half of the 

portfolio companies are located in the US, a third in 

Europe, and the rest in Asia-Pacific and other re-

gions. A concentration within 2006-2008 invest-

ments suggests that in 2012 we only saw the tip of 

the iceberg as about 5,000 companies from those 

years are still in the exit pipeline. In 2012, global 

private equity exit activity increased, with the num-

ber of exits reaching 1,429 – the highest during the 

past decade. However, the pace was not commen-

surate with the inventory size, as it would take a 

further five years to fully dispose of the current 

aged holdings at the current pace.  

Conclusion 

Therefore, we expect further substantial exit accel-

eration in 2013 and 2014, provided that exit mar-

kets continue to stabilize, as GPs are willing to 

monetize their holdings; also partly due to time 

pressure on IRRs and the fundraising cycle. In our 

opinion, these factors should drive a distribution 

cycle, with the industry as a whole seeing substan-

tial positive net cash flows to Limited Partners. In-

vestors wishing to at least maintain their allocations 

to private equity should consider these potential 

cash flow dynamics in their future allocation plans. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

    

 

 
    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

      

 

 

 
 

 

     Source: Capital Dynamics based on Thomson One data, as of June 10, 2013. 
 
 

 
About us 

Capital Dynamics is an independent, global asset manager, investing in private equity and clean energy infrastructure. We are client-

focused, tailoring solutions to meet investor requirements. We manage investments through a broad range of products and opportunities 

including separate account solutions, investment funds and structured private equity products. Capital Dynamics currently has USD 17 

billion
1
 in assets under management. 

Our investment history dates back to 1988. Our senior investment professionals average over 20 years of investing experience across the 

private equity spectrum. We believe our experience and culture of innovation give us superior insight and help us deliver returns for our 

clients. We invest locally while operating globally from our London, New York, Zug, Beijing*, Tokyo, Hong Kong, Silicon Valley, Sao Paulo, 

Munich, Birmingham, Seoul, Brisbane, Shanghai* and Scottsdale offices. 

1
Capital Dynamics comprises Capital Dynamics Holding AG and its affiliates; assets under management, as of December 31, 2012, include assets under discretionary management, 

advisement (non-discretionary), and administration across all Capital Dynamics affiliates. Investments are primarily on behalf of funds managed by Capital Dynamics.  

*Diligence Capital is a legally separate company operating under a strategic cooperation with the Capital Dynamics Group. 

 

 

Source: Capital Dynamics based on Preqin data, as of June 14, 2013.   
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For further information, please contact: 

Kairat Perembetov, Vice President 

Capital Dynamics AG 

Bahnhofstrasse 22 

CH-6301 Zug 

Switzerland 

 

Phone +41 41 748 8444 

Fax +41 41 748 8440 

Email research@capdyn.com 
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*Diligence Capital is a legally separate company operating under a strategic cooperation with the Capital Dynamics Group 

 
Disclaimer  

This document is provided for informational and/or educational purposes. The information herein is not to be considered inves tment advice and is not intended 

to substitute for the exercise of professional judgment. Recipients are responsible for determining whether any investment, security or strategy is appropriate 

or suitable and acknowledge by receipt hereof that neither Capital Dynamics AG nor its affiliates (collectively, “Capital Dynamics”) has made any determination 

that any recommendation, investment, or strategy is suitable or appropriate for the Recipient’s investment objectives and financial situation. A reference to a 

particular investment or security by Capital Dynamics is not a recommendation to buy, sell or hold such investment or security, nor is it an offer to sell or a 

solicitation of an offer to buy such investment or security. Capital Dynamics may have a financial interest in investments or  securities discussed herein or 

similar investments or securities sponsored by an asset management firm discussed herein. The information herein has been or may have been provided by a 

number of sources that Capital Dynamics considers to be reliable, but Capital Dynamics has not separately verified such information. Nothing contained herein 

shall constitute any representation or warranty and no responsibility or liability is accepted by Capital Dynamics as to the accuracy or completeness of any 

information supplied herein. Before relying on this information, Capital Dynamics advises the Recipient to perform independent verification of the data and 

conduct his own analysis hereto with appropriate advisors. Analyses contained herein are based on assumptions which if  altered can change the conclusions 

reached herein. Capital Dynamics reserves the right to change its opinions or assumptions without notice. This document has been prepared and issued by 

Capital Dynamics and/or one of its affiliates. In the United Kingdom, this document has been issued by Capital Dynamics Ltd., which is authorized and regu-

lated by the Financial Services Authority. For residents of the UK, this report is only directed at persons who have professional experience in matters relating 

to investments or who are high net worth persons, as those terms are defined in the Financial Services and Markets Act 2000. In the United States, this docu-

ment has been issued by Capital Dynamics Inc., a registered investment advisor. Redistribution or reproduction of this document is prohibited without written 

permission.   


