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1. Investing in private equity is generally motivated by two 

main factors: excess returns relative to public equities; and 

portfolio diversification.1 Historically, private equity has 

significantly outperformed investments in public equities.

Benchmarked against the Global Equity Markets Morningstar 

index, global buyout funds have generated an out-

performance of 25% during the vintage years 2000 – 2019. 

Further, private equity returns are imperfectly correlated with 

public market returns, implying that expected portfolio 

returns may be increased at a given level of risk or portfolio 

risk may be lowered at a given level of expected returns. 

2. For an asset class to have a meaningful impact on risk-

adjusted portfolio returns, the opportunity set must be large 

enough. While private equity is still a relatively young asset 

class, it has grown rapidly over time. In the past five years, 

almost 2,500 buyout partnerships were formed worldwide, 

which raised approximately $2 trillion. During this period, 

venture capital and growth capital funds raised another $1.1 

trillion and $700 billion, respectively. In mid-2023, private 

equity funds managed almost $7.9 trillion worldwide. Their 

assets under management (AUM) were nearly 15x larger 

than at the end of 2000.The growth in the net asset value of 

private equity funds has outpaced the increase in the market 

capitalization of public markets as well as the growth in net 

assets of regulated open-end equity funds. While the number 

of private equity-backed companies has risen substantially, 

the number of publicly listed companies has declined in the 

United States and several other markets. In the United States, 

there are more than twice as many portfolio companies than 

publicly listed companies. 

3. Private equity-backed firms are generally small. Mega 

buyouts with enterprise values of $5 billion+ are relatively 

rare. By contrast, public market indexes are increasingly 

concentrated. In the U.S., the seven largest tech companies 

(“Magnificent Seven”) had a market capitalization of 

approximately $13.6 trillion at the beginning of Q2 2024, 

representing 31% of the S&P 500’s market capitalization. 

4. The evolution of private equity has coincided with a secular 

decline in long-term interest rates, which has arguably 

provided robust tailwinds. These tailwinds may fade as huge 

capital needs associated with the energy transition, large 

infrastructure investments and higher defense spending may 

lead to higher interest rates.

5. We do not think that the partial reversal of falling interest

rates will result in lower returns. Despite the long-term decline 

in interest rates, leverage has played a declining role in buyout 

performance as value creation has switched from financial to 

operational and governance engineering. Recent research finds 

no evidence of negative trends in performance for any private 

equity strategy. Further, the same factors that might keep 

interest rates higher may bring about attractive investment 

opportunities. Although the number of portfolio companies has 

increased substantially, we believe that the demand for private 

equity and private credit remains strong. In the U.S., just 0.1% of 

companies are currently backed by buyout funds.  

6. Traditionally, private equity’s investor base has comprised 

institutions with appropriate liability structures to commit 

capital with a long-term investment horizon, such as defined 

benefit (DB) pension plans, insurance companies, sovereign 

wealth funds, endowments, and foundations. Looking forward, 

we expect individual investors to play an increasing role. While 

ultra-high net worth individuals have allocated a rising share of 

the wealth to private equity and other forms of private capital 

through single- and multi-family offices, retail investors have 

had fewer options. However, with the proliferation of feeder 

funds, ever-green semi-liquid RIC and SICAV structures, fintech 

platforms, and the tokenization of assets playing an increasingly 

important role in intermediating retail capital, we believe that 

individual investors will become a major force on the supply side. 

7. Under plausible assumptions, our illustrative medium-term 

scenario indicates that the share of individual investors in private 

equity AUM could quadruple between 2022 and 2030, 

potentially exceeding the share of life insurers and DB private 

pension plans. Led by individual investors, our medium-term 

scenario projects that private-equity AUM could double from 

less than $8 trillion in 2022 to approximately $16 trillion in 

2030. Importantly, our medium-term scenario does not assume 

any significant allocations from defined contributions (DC) 

pension plans. In the United States, where DC plans, including 

401(k) accounts, hold approximately $10 trillion, recent decisions 

suggest that investments in illiquid assets could increase under 

certain conditions. While our assumptions may prove to be 

overly conservative, increased allocations from DC plans could 

result in the ultimate democratization of private equity and 

further enhance the availability of capital for private companies. 
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Global Buyouts: Kaplan-Schoar Public Market Equivalent, 2000 - 2019 
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United States: 10-Year UST Yield, 1980 - 2024 
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United States: Buyout Vintage Year Net IRRs 

United States: Equity Contributions in Leveraged Buyouts, 1987 - 2023 
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United States: Return Correlations Between Buyouts and Select Asset Classes 
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Leveraged Buyout Volume Worldwide, 1995 - 2023 $B
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Global Market Capitalization versus Global Net Asset Value of Private Equity 
Funds, 2001 – 2022 (2001 = 100)
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Net Asset Value of Global Private Equity Funds versus Net Assets of Regulated 
Open-End Equity Funds

United States: Inventory of Buyout-Backed Companies versus Publicly Listed 
Companies, 2000 - 2023
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Medium-Term Scenario of AUM Growth and Allocations to Private Equity 
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Medium-Term Scenario of Relative Share of Investor Groups in Private Equity 
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