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Foreword

Private equity is continuing to attract record 
amounts of capital from investors looking 
to benefit from healthy, long-term returns.  
These are indeed boom times for private 
equity fund raising; the volume of dry 
powder - money raised but not yet  
invested - could hit $1 trillion by the end  
of 2017 after reaching $963 billion in July.   
The pressure to deploy capital in a timely 
fashion to avoid a dilution in returns is 
becoming ever greater. 

This research commissioned by Intertrust 
looks at how private equity fund structures 
could evolve in the coming years; to what 
extent will permanent, short-dated and 
long-life funds gain traction as alternatives 
to the traditional fund model?

Private equity’s transition to a mainstream 
asset class has brought about challenges 
that expose the relationship between GPs, 
their investors and the wider community 
on a global scale. Investor reporting 

requirements are becoming increasingly 
exacting and this research highlights 
LPs’ expectations in this area and GPs’ 
ability to deliver on these. To what extent 
will technology, particularly in the form 
of data management technology and 
digital platforms, play an increasing role 
in regulatory, investor and management 
reporting requirements?   

The integration of Environmental, Social  
& Governance (ESG) into a GP’s operations 
has been on the private equity industry’s 
radar for some years now. A significant 
number of firms have demonstrated that 
ESG integration can add value to a portfolio 
and there is growing support for adopting 
the Principles of Responsible Investment.  
But has the industry now reached a tipping 
point on ESG implementation? This report 
provides a snapshot on ESG sentiment 
among investors and reveals the biggest 
obstacles to its growth.  

Tim Hames 
Director General 
British Private Equity & Venture  
Capital Association (BVCA)
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Transparency

72% of investors are demanding increased levels of 
transparency from GPs on fee structures

61% of private equity investors believe that the demand for 
greater transparency such as ILPA templates is contributing to 
a divide between investor reporting requirements and private 
equity managers’ response to them

ESG

78% of investors believe that over the next 12 to 24 months, 
private equity managers will increase their focus on ESG 
investment considerations in their portfolio companies

55% of investors believe cost and resource constraints are 
the biggest obstacle

Fund Structures

26% of investors expect to see long-life private equity fund 
structures growing in popularity over the coming five years as 
the industry diversifies away from offering the traditional 10-
year fixed-life vehicle 

34% of investors believe growth in long-life private equity 
fund structures is being driven by their ability to invest in 
sectors delivering longer-term investment horizons (e.g. 
infrastructure, renewables and energy) 

72%

78% 26%

Highlights

Data Management

52% of investors believe the private equity industry will need 
to adopt data technology solutions to address regulatory, 
investor and management reporting requirements

54% of investors said they are already using data 
management technology to address these requirements

52%
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Private equity market

The private equity industry is larger than 
ever and the signs are that 2017 is following 
a similar upwards growth trajectory to  
2016 and 2015.  Returns and distributions 
have remained robust and GPs exiting from 
their investments are enjoying a seller’s 
market as intense competition has forced 
prices ever higher.

As we know from the global financial 
crisis, conditions can change rapidly and 
the investment landscape is increasingly 
buffeted by political uncertainty.   
The challenge faced by GPs to successfully 
execute their investment strategy can 
risk other issues being overlooked. Many 
of these, such as transparency, data 
management and investor reporting are  
of central importance to their relationship 
with the capital providers. 

Intertrust conducted research among  
142 private equity professionals to generate 
a global view of their sentiment towards the 
asset class and the challenges that lie ahead 
with a focus on the impact of transparency 
on investor and regulatory reporting 
requirements, evolving fund structures  
and the evolution of ESG.

Before we explore the findings, by way  
of background:

• Research by Preqin shows that private 
equity assets under management hit 
$2.49tn in June 2016, an all-time high

• 70% of investors believe valuations 
to be one of the key issues facing the 
private equity industry

• 48% of investors plan to increase  
their allocation to private equity over  
the long term. Only 6% plan to 
decrease exposure

“The challenge 
faced by GPs to 
successfully execute 
the investment 
strategy can risk 
other issues being 
overlooked”
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Research Findings

Q. Which of the following factors 
contribute towards the growing divide 
between private equity investors’ 
increasingly complex reporting 
requirements and the ability of private 
equity managers to respond to these?

Q. Which of the following investor 
reporting improvements are private 
equity managers prioritising? 

Transparency: testing the GP / LP relationship

• Private equity investors’ increasingly 
complex reporting requirements and 
the ability of private equity managers 
to respond to them is challenging 
their relationship and in some cases 
exposing a divide

• 61% of respondents believe that 
the main contributing factor is the 
demand for greater transparency (e.g. 
ILPA templates), while 37% believe 
it is increased regulatory reporting 
requirements (e.g. Solvency II)

• When considering investor reporting 
improvements, 61% of private equity 
managers are prioritising greater 
transparency in the level of information 
supplied, e.g. ILPA reporting templates

61%

43%

37%

39%

31%

12%

61%

24% 51%

24%

27%

18%

16%

72%

54%

26%

50%

22%

20%

Q. In what areas are investors demanding 
increased levels of transparency from 
private equity managers?

• After greater examination, 72% of 
investors revealed that they want 
increased levels of transparency around 
fee structures, while 54% of investors 
want more transparency on the 
performance of underlying assets in 
each portfolio company

• Half of investors (50%) said that a 
clearer picture of expense allocations, 
specifically around consultants, broken 
deals, annual meetings and compliance, 
was required 

Demands for greater transparency 
e.g. ILPA templates

Greater transparency in the level of information 
supplied, e.g. ILPA Reporting templates Fee structures

Onerous Side Letter obligations
Technology - anytime access to financial 
information via a dynamic portal

Performance of underlying assets in 
each portfolio

Demands for greater timeliness of reporting
Customised templates dealing with side letter 
requests & regulatory requirements

Expense allocations - consultants, broken 
deals, annual meetings, compliance etc.

Increased regulatory reporting 
requirements e.g. Solvency II

Reduced LPA timeline for valuation/quarterly 
reporting, i.e. 45 days rather than 90 days Risk exposures

Stylistic presentation (LPs wanting the same 
reports but differing presentation formats) Improved stylistic presentation NAVs

Frequency – enabling reporting to be 
produced more frequently than quarterly

Frequency – enabling reporting to be 
produced more frequently than quarterly Fund cashflows
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Spotlight on U.S.

U.S. private equity firms are continuing 
to experience unprecedented success in 
fundraising, underlining limited partners’ 
willingness to maintain exposure to the 
asset class.  Our research investigates three 
separate developments that could have a 
significant influence on U.S. private equity’s 
direction of travel, namely Donald Trump’s 
deregulation of the big banks,  
the future of long-life private equity funds  
and the views of GPs and LPs on  
expense allocations.  

Q. Which of the following changes do you 
believe will come into force as a result of 
Donald Trump’s proposed deregulation of 
big banks?

• 48% of US private equity professionals 
expect Donald Trump’s deregulation  
of the big banks to result in repealing 
the Volcker Rule, prohibiting banks  
from investing in private equity and 
hedge funds

• 16% predict a roll-back in management 
fee waivers, enabling fund managers to 
use some of the management fee to 
fund their investment 

Q. What changes do you believe would need 
to be in place for long-life private equity 
funds (e.g. more than 10 years) to grow in 
popularity among investors?

• Three-quarters (76%) of respondents 
think long-life private equity funds 
need to charge lower fees to grow in 
popularity 

• Over half (56%) say they need to 
demonstrate more success

48%

26%

16%

23%

16%

52%

0%

Repeal the Volcker Rule, which prohibits 
banks from investing in private equity, 
venture capital and hedge funds

Taxing carried interest at income tax rate rather 
than capital gains tax rate

Repeal of Title IV of the Dodd-Frank Act, 
which mandated that private equity advisers 
to register with the SEC

Roll back tax regulations curbing 
“management fee waivers”, a tax-efficient 
mechanism whereby fund managers use 
some of the management fee to fund their 
investment alongside their investors

Creation of 10% tax on repatriations

It is too early to say

Don’t know

76%

56%

29%

35%

21%

32%

6%

18%

12%

3%

Lower management fees

Demonstrated success of existing long-life funds

Lower carried interest

Higher hurdle rates

Predefined, budgeted operating expenses

Higher minimum GP commitments

More long-life fund options provided by major PE firms

Delayed return of GP capital

N/A – I do not believe anything will make 
long-life funds more popular

Don’t know
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“Donald Trump’s 
plans to deregulate 
the banks could be 
welcome news for 
private equity but 
a question mark 
remains over what 
materialises.”

35%

LPs GPs

Equal responsibility Don't know

29%

29%

7%

56%

18%

26%

0%

51%

27%

22%

0%

9%

59%

32%

0%

38%

35%

27%

0%

Consultants

Broken deals

Annual meetings

Compliance

Initial organisational expenses

Q. When thinking about the allocation 
of expenses, who do you believe should 
have the responsibility for paying for the 
following areas?

• 59% think GPs should pay for 
compliance, 9% cited LPs and 32%  
said it should be shared 

• 51% say LPs should pay for annual 
meetings, 27% say GPs and 22%  
think it should be split

• 35% of respondents say LPs should  
pay for consultant expenses, 29%  
cited GPs and 29% think the cost 
should be shared 
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Spotlight on Asia

The Asian private equity sector is 
undergoing a period of explosive growth.  
A recent report by Preqin shows that Asia 
has now leapfrogged Europe to become 
the second most targeted region for 
private equity investment, representing 
a fifth of funds in market and a quarter 
of the aggregate capital targeted.  The 
research identifies several trends that help 
to frame the growth story, namely capital 
deployment, country-specific activity, 
the growing popularity of co-investments 
and separate mandates as well as the key 
challenges faced by Asian private equity 
funds over the coming two years. 

Q. Which markets do you expect to grow 
in terms of deal activity in the next 12 – 
24 months? (Please tick all that apply)

• 83% of Asian private equity 
professionals believe China will 
experience the fastest growth in deal 
activity over the next 12 – 24 months, 
followed by South East Asia (43%) and 
South Korea (26%)

83%

43%

22%

26%

13%

13%

China

South East Asia

South Korea

India

Japan

Australia

24%

33%

5%

38%

21%

53%

5%

21%

24% They will deploy significantly more 
capital

33% They will deploy slightly more capital 

38% They will deploy around the same level 
of capital

5% They will deploy slightly less capital

0% They will deploy significantly less 
capital 

0% Don’t know

21% It will increase significantly

53% It will increase slightly

21% It will stay around the same level as now

0% It will decrease slightly

0% It will decrease significantly

5% Don’t know

Q. How do you expect private equity 
managers in Asia to deploy their capital in 
2017 relative to 2016?

Q. How do you expect the number of 
co-investment partnerships and separate 
accounts offered by Asian private equity 
managers to LPs to change over the next 
12 – 24 months?

• 57% expect Asian private equity 
managers to deploy more capital in 
2017 than 2016

• 74% predict an increase in the number 
of co-investment partnerships and 
separate accounts offered by Asian GPs 
to LPs by 2019
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• 58% said that increased competition from 
buyers including sovereign wealth funds, 
pension funds and large corporates and 
the build-up of dry powder are the biggest 
challenges facing Asian GPs

• 89% cited mergers and acquisitions as 
the biggest opportunity for Asian GPs 
over the next two years

• 61% said improving deal origination 
strategies and shifting from minority  
to majority transactions to exert  
more control in portfolio company 
decision-making

“The Asian market, 
led by China, 
is experiencing 
unprecedented 
levels of deal flow 
but such is the 
volume of capital 
and the increasing 
competition 
attracted to the 
region that too 
much dry powder 
remains a key 
concern for GPs.”

68%

All important All unimportrant

11%

Successful exits of portfolio companies

63%

5%

Build-up of dry powder as inflated valuations 
make it difficult to deploy capital

58%

21%

Increasing competition from buyers including 
sovereign wealth funds (SWFs), pension funds 
and large corporations driving up multiples

37%

21%

Ongoing uncertainty about the Chinese economy

37%

37%

LP preference for reducing the number of 
private equity fund manager relationships

32%

21%

Growth in popularity among LPs to allocate 
capital to co-investments and direct investments

32%

11%

A slowing economic growth rate

32%

37%

Slowdown in fund raising activity

26%

32%

Political uncertainty e.g. increasing 
tension around North Korea

Q. What are the biggest challenges 
facing Asian private equity funds over 
the next 12 – 24 months?

Q. What are the biggest opportunities 
for Asian private equity funds to create 
additional value over the next 12 – 24 
months?

All important All unimportrant

33%

17%

Adopting more sophisticated due diligence 
processes including use of advanced analytics 
to derive insights on a company’s potential

39%

28%

Shifting from minority to majority transactions 
to exert more control in portfolio company 
decision-making

50%

11%

More effective cost management at portfolio 
company level to improve margin performance

61%

11%

Improving deal origination strategies to 
focus on opportunities in the areas where it
is most likely to succeed

89%

11%

Mergers & Acquisitions
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Q. Over the next 12 – 24 months how do 
you expect private equity firms to change 
their focus on managing environmental, 
social and governance (ESG) investment 
considerations in their portfolio 
companies?

• 78% of private equity professionals 
expect GPs to increase their focus on 
managing ESG considerations in their 
portfolio companies

Q. Which of the following ESG 
initiatives do you believe private equity 
firms are most likely to adopt over the 
next 12-24 months?

• 55% of respondents believe that 
private equity firms are most likely  
to adopt The Principles for  
Responsible Investment

Q. What do you see as the biggest 
obstacles preventing the adoption of 
ESG programmes in private equity?

• 51% of investors believe cost and 
resource constraints are the biggest 
obstacles while 39% cite evaluation

Environmental, Social & Governance in Private Equity 

“ESG will continue 
to climb up the 
GP agenda, led 
by adopting 
the Principles 
of Responsible 
Investment. Concerns 
over evaluation, 
cost and resource 
constraints will hinder 
its progress.”

23%

35%

8%

16%

4%

14%

4% They will increase focus dramatically

23% They will increase focus significantly

35% They will increase focus moderately

16% They will increase focus slightly

14% They will maintain their current focus

0% They will decrease their focus

8% Don’t know

All probable All improbable

36%

28%

Integrating an ESG framework across all 
GP functions including investment, portfolio 
operations, investor relations, and legal

38%

23%

Adoption of ESG programmes at portfolio 
company level

39%

24%

Reporting ESG performance at portfolio 
company level to LPs

48%

20%

Integrating ESG into all aspects of the investment 
process e.g. due diligence, reputational risk 
analysis, investment committee decision-making

55%

16%

Adoption  of  the "Principles for 
Responsible Investment"

39%

38%

30%

34%

9%

Cost and resource constraints

Applying an effective ESG evaluation model

Shortage of knowledge and expertise at GP level

Additional restrictions ESG places on the 
investment process

Shortage of knowledge and expertise at 
portfolio company level

Don’t know

51%
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Data management 

Q. To what extent are you already using 
data management technology to address 
your regulatory, investor and management 
reporting requirements? 

Q. Do you think that the private equity 
industry will increasingly need to adopt 
data management technology solutions 
to address its regulatory, investor and 
management reporting requirements? 

• 54% of GPs are already using 
data management technology to 
address their regulatory, investor and 
management reporting requirements 

• 45% described their adoption of data 
management technology as being 
moderate or slight

“Most GPs 
already use data 
management 
technology to 
address investor 
reporting but at a 
modest level.  It’s 
almost guaranteed 
that the industry 
will become 
increasingly reliant 
on it as demand for 
real-time access to 
sophisticated data 
continues to grow.”

• 52% of private equity professionals 
expect to see the industry increase 
their adoption of data management 
technology solutions 

Q. Do you expect to see an increased 
level of demand among investors for 
digitally-driven reporting services supplied 
through digital portals to deliver enhanced, 
real-time access to reporting and portfolio 
company data?

“The popularity 
of digital portals 
providing real-time 
access will continue 
to grow to meet 
investors demand 
for information on 
portfolio companies.”

19%

26%

7%

39%

9%

9% Significantly

19% Moderately

26% Slightly

39% Not at all

7% Don’t know

52%

31%

17%

52% Yes

17% No

31% Don’t know

78%

11%

11%

78% Yes

11% No

11% Don’t know
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Fund structures – long-life gaining in popularity?

Q. Which of the following private equity 
fund structures do you expect to see 
growing in popularity over the coming 
five years as the industry diversifies away 
from offering the traditional closed-
ended fund structure?

Q. What factors are driving the  
growth in long-life funds?

• 38% of investors expect to see short-
dated funds with term limits of between 
three and five years grow in popularity  

• Permanent or ‘evergreen’ funds (28%) 
and long-life funds, with an investment 
term of 15 – 20 years (26%) are also 
expected to become more popular

“A maturing industry is resulting in more 
experimentation with fund structures. The 
long-life fund is under less pressure to deploy 
capital and can hold portfolio companies for 
a lot longer. Short-term funds are popular 
among new managers attracting LPs who 
are cautious of locking up their capital for a 
decade or more in an untested strategy.”

• 58% of investors cited long-life funds’ 
ability to invest in portfolio companies 
for longer periods to improve returns

• 34% identified the potential to invest 
in sectors delivering longer-term 
investment horizons closely followed  
by better liability matching (31%)

Q. What changes do you believe would 
need to be in place for long-life private 
equity funds (e.g. more than 10 years) to 
grow in popularity among investors?

• 76% of investors believe lower 
management fees will encourage 
long-life funds to grow in popularity

• 56% think long-life funds will need 
to demonstrate success 

Short-dated funds with term limits 
of between 3 – 5 years

38%

Permanent fund, which does away 
with a term limit altogether

28%

Long-life private equity fund, which 
has a term of between 15 and 20 years 
and charges lower management fees

26%

I do not expect to see any growth in 
popularity for these fund structures 
over the coming five years

18%

Don’t know

6%

Greater flexibility to invest in portfolio 
companies for longer periods to improve returns

58%

Greater ability to invest in sectors delivering 
longer term investment horizons

34%

Better liability matching

31%

Mitigates ongoing management fees 
and illiquidity challenges from large 
number of funds exceeding their term limit

12%

Don't know

16%

76%

56%

29%

35%

21%

32%

6%

18%

12%

3%

Lower management fees

Demonstrated success of existing long-life funds

Lower carried interest

Higher hurdle rates

Predefined, budgeted operating expenses

Higher minimum GP commitments

More long-life fund options provided by major PE firms

Delayed return of GP capital

N/A – I do not believe anything will make 
long-life funds more popular

Don’t know
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Looking ahead

Is a market correction imminent?  And if 
so, how severe will be it be?  These are key 
questions dominating the minds of investors 
conscious that current market conditions 
will not last forever.  As we approach the 
last few months of 2017 there are few, if 
any, signs that the cycle is about to change 
direction, but headwinds are likely to 
strengthen; emerging asset bubbles, rising 
global debt levels, Brexit and the challenges 
involved in dismantling post-crisis stimulus 
measures paint a sobering future.

In the meantime, the industry is having  
to rapidly adjust to more demanding 
investor reporting standards, tighter 
governance and an increasingly  
complex regulatory framework.  

“The industry is 
having to rapidly 
adjust to more 
demanding investor 
reporting standards, 
tighter governance 
and an increasingly 
complex regulatory 
framework.”

As LPs concentrate their capital on fewer 
GP relationships, the pressure for managers 
to be on the winning side of the divide is 
growing.  Factors such as ESG, changing 
fund structures and the role of technology 
are becoming increasingly important and 
cannot be ignored. 

Dealing with these challenges effectively 
requires close cooperation between 
GPs and their key business partners and 
stakeholders.  It is incumbent on service 
providers to have the expertise and tools 
at their disposal to ensure their clients are 
fully prepared for the future. 
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Methodology

• Research was carried out in Q3 2017 
by Citigate Dewe Rogerson on behalf 
of Intertrust using data from Preqin.

• 142 responses were gathered from 
private equity professionals in the UK, 
Continental Europe, North America, 
Africa, Asia and The Middle East.

Intertrust is a leading global, high-value 
trust, corporate and fund services provider, 
headquartered in Amsterdam, with 
approximately 2,500 employees located 
throughout a network of 41 offices in  
30 jurisdictions across the globe.  

Trusted partner in fund services

We have expertise in all asset classes 
including: private equity, infrastructure, real 
estate, hedge, debt and venture capital. 
The structures and systems we implement 
can help you meet your regulatory and 
reporting obligations with confidence.

Our client list includes some of the largest 
and most experienced fund managers in 
the world, as well as some of the most 
dynamic and skilful venture capital groups.

For further information, please visit:  
www.intertrustgroup.com
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Business enquiries:  
paul.lawrence@intertrustgroup.com

All other enquiries:  
mari.hietala-david@intertrustgroup.com 
Intertrust@citigatedr.co.uk

www.intertrustgroup.com

Setting the standard since 1952


