




Performance

Tony Stark: “I love you tons.”
Morgan Stark: “I love you three thousand.”
Tony Stark: “Wow. Three thousand. That’s crazy.”

-Avengers Endgame



What the Markets Have Done

• Over the last three years, public markets have generated strong returns

• Private equity has delivered even stronger performance over the same period
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Buyout IRR vs. PME
By Vintage Year
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Pooled Returns by Vintage Year

• Buyout has outperformed the MSCI World in 19 of the last 20 vintages

• Private credit has outperformed its public counterpart in 19 of the last 20 vintages

• Top quartile has outperformed, sometimes providing double the return of public markets 5

Private Credit IRR 
vs. PME
By Vintage Year

Buyout IRR Buyout 1st & 2nd Quartile IRR MSCI World PME

Private Credit IRR Private Credit 1st & 2nd Quartile IRR Credit Suisse Leveraged Loan PME



Risk-Adjusted Returns

• Over a long-term horizon, private equity and private credit outperform on an absolute and risk-adjusted basis (even after desmoothing volatility)

• Private markets underperform on a 10-year basis, but consider the time period

• Private markets outperform in shorter time periods

• The benchmark you use matters

3-Year Asset Class Risk-Adjusted Performance
Annualized Time-Weighted Return as of 6/30/2019

Sharpe Ratio 2.07 0.88 0.89 0.78 0.49 1.81 0.86 0.45 1.31 0.52 0.27 0.17 0.01

Equity Credit Real Assets
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Indices used: Hamilton Lane All Private Markets with volatility desmoothed; Hamilton Lane All Private Equity ex. Credit and Real Assets with volatility desmoothed; S&P 500 Index; Russell 3000 Index; MSCI World Index; HFRI Composite Index; Hamilton Lane Private Credit with volatility desmoothed; Credit Suisse High Yield Index; 
Barclays Aggregate Bond Index; Hamilton Lane Private Real Estate with volatility desmoothed; Hamilton Lane Private Real Assets with volatility desmoothed; FTSE/NAREIT Equity REIT Index; S&P Global Infrastructure Index; MSCI World Energy Sector Index. Geometric mean returns in USD. Assumes risk free rate of 2.4%, 
representing the average yield of the ten-year treasury over the last three years. Source: Hamilton Lane Data via Cobalt, Bloomberg (October 2019)
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Private Markets Outperforming by 300+ bps Private Markets Outperforming by 0–300 bps Public Markets Outperforming



GP VIEW NET RETURNS

Net returns for all private markets for the next three vintages will be...

Source: Hamilton Lane General Partner Survey (July 2019)
Please be aware that the information contained herein is based upon results of a survey conducted by Hamilton Lane Advisors, L.L.C. (the “Firm”) of a number of private markets participants. The results of the survey may not necessarily represent the opinions of the Firm or its employees, officers or directors. 
Publication of this report does not indicate an endorsement by the Firm of the results included herein and should not be relied upon when making investment decisions. 

• More than half of GPs surveyed believe the private markets will outperform public equities by more than 300 bps
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Strategy Risk & Return

• The risk/return tradeoff among strategies is a key consideration during portfolio construction 

• Not all strategies are created equal 

15-Year Strategy Returns & Volatility
Bubbles Sized by NAV

Higher 
Sharpe Ratio
Than All PM

U.S. SMID

U.S. Mega/Large

U.S. & EU
VC/Growth

EU Buyout

ROW Equity
Distressed

Debt Real Estate

Natural
Resources

Infrastructure

Mezzanine

Lower 
Sharpe Ratio
Than All PM

Source: Hamilton Lane Data (October 2019)
Please refer to endnotes in Appendix
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Worst Case Performance

• The worst five-year period for private credit and developed markets buyout produced positive returns

• VC/growth strategies exhibit greater downside risk

• Too much attention may be paid to downside risk when LPs invest in private markets. There has not been as much risk of loss as some 
may think. 

Lowest 5-Year Annualized Performance
1995–2019
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Back to Our 
Regularly Scheduled 
Performance 
Discussion



Periodic Table of Returns

• Different strategies 
have driven overall 
returns in different 
vintage years

• Some strategies 
show consistent, 
average returns and 
no obvious pattern –
an important 
consideration for 
portfolio construction

• Few instances of loss 

Pooled IRR by Vintage Year

1999 2000 2001 2002 2003 2004 2005 2006 2007

Late Stage VC
14.3%

Growth Equity
19.1%

Distressed Debt
8.7%

Growth Equity
14.3%

EU Buyout
13.3%

Seed/Early VC
13.9%

Growth Equity
8.4%

U.S. SMID
11.8%

Real Estate
12.5%

EU Buyout
10.5%

Multi-Stage VC
7.4%

U.S. Mega/Large
10.4%

ROW
9.8%

Real Estate
23.2%

EU Buyout
36.4%

Natural Resources
25.4%

Infrastructure
10.0%

U.S. SMID
7.1%

Multi-Stage VC
10.3%

Mezzanine
9.7%

EU Buyout
21.0%

Mezzanine
22.2%

EU Buyout
32.5%

EU Buyout
21.4%

EU Buyout
19.3%

U.S. SMID
9.8%

U.S. Mega/Large
7.1%

Seed/Early VC
9.4%

U.S. SMID
8.3%

U.S. Mega/Large
16.8%

Real Estate
21.9%

Distressed Debt
22.1%

Distressed Debt
16.5%

Real Estate
16.4%

U.S. Mega/Large
9.0%

Mezzanine
6.4%

Distressed Debt
9.4%

U.S. Mega/Large
6.9%

U.S. SMID
12.8%

Distressed Debt
21.4%

Real Estate
21.6%

U.S. SMID
15.4%

U.S. Mega/Large
12.7%

Distressed Debt
8.2%

EU Buyout
5.5%

Mezzanine
8.1%

All PM 5.9% All PM 10.7% All PM 18.7% All PM 21.5% All PM 15.4% All PM 12.3% All PM 7.9% All PM 5.4% All PM 7.2%

Late Stage VC
-1.7%

Growth Equity
10.6%

ROW
18.1%

U.S. SMID
19.6%

Mezzanine
10.1%

ROW
11.5%

ROW
7.1%

Infrastructure
4.6%

ROW
5.9%

Multi-Stage VC
-4.2%

Mezzanine
10.4%

Growth Equity
17.7%

Late Stage VC
17.2%

Real Estate
8.7%

U.S. SMID
10.9%

Mezzanine
7.0%

ROW
3.4%

Infrastructure
5.2%

Seed/Early VC
-7.2%

ROW
9.5%

U.S. SMID
16.6%

Multi-Stage VC
6.1%

Late Stage VC
2.4%

Seed/Early VC
8.3%

Multi-Stage VC
6.5%

Seed/Early VC
3.2%

EU Buyout
4.3%

Multi-Stage VC
2.1%

U.S. Mega/Large
12.8%

Seed/Early VC
-2.6%

Seed/Early VC
0.1%

Multi-Stage VC
8.2%

Real Estate
0.1%

Real Estate
-0.4%

Real Estate
1.4%

Late Stage VC
1.0%

Multi-Stage VC
3.6%

Distressed Debt
4.3%

Natural Resources
-4.4%

Natural Resources
1.0%

Seed/Early VC
-3.7%

Seed/Early VC
1.6%

Late Stage VC
-3.3%

Source: Hamilton Lane Data (October 2019)

Negative returning strategy
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Pooled IRR by Vintage Year

2008 2009 2010 2011 2012 2013 2014 2015 2016

Growth Equity
20.2%

Seed/Early VC
17.8%

U.S. SMID
14.5%

Seed/Early VC
23.9%

Seed/Early VC
27.3%

Multi-Stage VC
25.1%

Multi-Stage VC
22.0%

Seed/Early VC
32.3%

U.S. Mega/Large
14.1%

Seed/Early VC
25.0%

Multi-Stage VC
23.4%

Infrastructure
17.6%

Seed/Early VC
19.0%

U.S. Mega/Large
21.5%

Growth Equity
23.8%

Distressed Debt
13.1%

Multi-Stage VC
15.1%

Growth Equity
19.6%

U.S. Mega/Large
17.3%

U.S. SMID
16.0%

Late Stage VC
18.9%

U.S. SMID
19.3%

Late Stage VC
12.4%

U.S. SMID
21.7%

U.S. SMID
12.9%

Real Estate
16.7%

Growth Equity
17.3%

U.S. Mega/Large
15.7%

EU Buyout
18.5%

Multi-Stage VC
18.7%

Seed/Early VC
25.6%

Multi-Stage VC
12.1%

Multi-Stage VC
15.7%

Mezzanine
10.6%

U.S. SMID
16.5%

U.S. SMID
16.9%

Growth Equity
15.5%

ROW
16.5%

Late Stage VC
18.3%

Multi-Stage VC
24.3%

EU Buyout
12.0%

Seed/Early VC
12.9%

Real Estate
9.0%

U.S. Mega/Large
16.5%

Multi-Stage VC
15.7%

Real Estate
13.5%

U.S. SMID
15.8%

U.S. Mega/Large
17.0%

Growth Equity
22.7%

Mezzanine
10.9%

EU Buyout
11.5%

EU Buyout
8.7%

EU Buyout
14.8%

Real Estate
14.4%

ROW
12.8%

Seed/Early VC
13.9%

EU Buyout
15.2%

ROW
20.2%

All PM 10.7% All PM 10.9% All PM 8.4% All PM 13.5% All PM 13.8% All PM 11.8% All PM 13.7% All PM 14.8% All PM 14.4%

Infrastructure
8.2%

Real Estate
9.9%

Distressed Debt
8.1%

Mezzanine
9.9%

EU Buyout
12.0%

EU Buyout
11.7%

Real Estate
13.2%

Real Estate
13.4%

EU Buyout
14.2%

Real Estate
6.9%

Distressed Debt
8.9%

ROW
6.1%

ROW
9.1%

ROW
11.3%

Mezzanine
10.2%

Infrastructure
12.8%

ROW
13.0%

U.S. Mega/Large
14.2%

ROW
6.0%

ROW
6.5%

Natural Resources
-11.8%

Distressed Debt
8.1%

Late Stage VC
10.6%

Distressed Debt
6.5%

Growth Equity
8.4%

Infrastructure
11.7%

U.S. SMID
12.7%

Natural Resources
0.6%

Natural Resources
-8.0%

Infrastructure
4.2%

Mezzanine
9.4%

Infrastructure
6.2%

Mezzanine
8.0%

Mezzanine
10.7%

Mezzanine
12.1%

Natural Resources
1.8%

Distressed Debt
7.4%

Natural Resources
5.0%

Distressed Debt
7.1%

Natural Resources
9.2%

Real Estate
11.9%

Natural Resources
3.4%

Natural Resources
6.2%

Distressed Debt
7.6%

Natural Resources
11.3%

Distressed Debt
10.7%

Infrastructure
9.4%

Source: Hamilton Lane Data (October 2019)

Negative returning strategy

• Different strategies 
have driven overall 
returns in different 
vintage years

• Some strategies 
show consistent, 
average returns and 
no obvious pattern –
an important 
consideration for 
portfolio construction

• Few instances of loss 

Periodic Table of Returns
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Pooled DPI by Vintage Year

2008 2009 2010 2011 2012 2013 2014 2015 2016

Growth Equity
1.9x

Real Estate
1.2x

EU Buyout
1.5x

U.S. SMID
1.2x

U.S. SMID
1.5x

Seed/Early VC
2.1x

Growth Equity
1.1x

Late Stage VC
1.2x

Natural Resources
0.5x

Late Stage VC
1.5x

Mezzanine
1.3x

EU Buyout
1.1x

Real Estate
1.1x

Real Estate
0.8x

Real Estate
0.5x

Mezzanine
0.4x

Seed/Early VC
1.5x

Real Estate
1.2x

Multi-Stage VC
1.1x

U.S. SMID
1.0x

U.S. SMID
0.7x

Real Estate
0.7x

Mezzanine
0.4x

Natural Resources
0.4x

U.S. Mega/Large
1.4x

U.S. SMID
1.2x

Mezzanine
1.0x

Growth Equity
1.0x

Distressed Debt
0.7x

Distressed Debt
0.7x

Infrastructure
0.4x

Growth Equity
0.4x

Mezzanine
1.3x

Distressed Debt
1.1x

Distressed Debt
1.0x

Distressed Debt
1.0x

Multi-Stage VC
0.7x

Mezzanine
0.6x

U.S. SMID
0.4x

Distressed Debt
0.3x

Distressed Debt
1.3x

U.S. SMID
1.8x

EU Buyout
1.1x

U.S. Mega/Large
1.0x

EU Buyout
0.9x

Growth Equity
0.7x

U.S. Mega/Large
0.5x

Growth Equity
0.3x

ROW
0.2x

All PM 1.3x All PM 1.3x All PM 1.0x All PM 1.0x All PM 0.9x All PM 0.6x All PM 0.5x All PM 0.3x All PM 0.2x

Multi-Stage VC
1.3x

Distressed Debt
1.2x

ROW
0.7x

Seed/Early VC
0.9x

Mezzanine
0.9x

Mezzanine
0.6x

EU Buyout
0.5x

U.S. Mega/Large
0.3x

Infrastructure
0.2x

Infrastructure
1.3x

ROW
1.2x

Multi-Stage VC
0.6x

Infrastructure
0.7x

U.S. Mega/Large
0.8x

ROW
0.5x

U.S. SMID
0.4x

ROW
0.3x

U.S. SMID
0.2x

Real Estate
1.2x

Real Estate
1.2x

Natural Resources
0.4x

Natural Resources
0.5x

Multi-Stage VC
0.8x

EU Buyout
0.5x

ROW
0.4x

Distressed Debt
0.3x

Real Estate
0.2x

ROW
1.1x

EU Buyout
1.2x

ROW
0.5x

Infrastructure
0.7x

Natural Resources
0.4x

Infrastructure
0.4x

Multi-Stage VC
0.2x

U.S. Mega/Large
0.1x

Natural Resources
0.8x

Multi-Stage VC
1.2x

ROW
0.6x

U.S. Mega/Large
0.4x

Growth Equity
0.3x

Seed/Early VC
0.2x

Seed/Early VC
0.1x

Seed/Early VC
1.1x

Natural Resources
0.6x

Seed/Early VC
0.4x

Multi-Stage VC
0.3x

EU Buyout
0.2x

EU Buyout
0.0x

Natural Resources
0.5x

Seed/Early VC
0.6x

Infrastructure
0.4x

Natural Resources
0.2x

Late Stage VC
0.1x

Multi-Stage VC
0.0x

Seed/Early VC
0.2x

Late Stage VC
0.1x

Periodic Table of Distributions

Source: Hamilton Lane Data (October 2019)

• Recent vintages 
have attractive 
performance, but they
remain largely 
unrealized, particularly 
in venture capital
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Higher DPI Rank

Lower DPI Rank

• Multi-stage and seed/early stage venture capital have generated strong IRRs

• Real estate and U.S. SMID are the top-performing strategies by DPI

IRR Rank vs. DPI Rank
Average 2008–2016, Bubbles Sized by NAV

U.S. SMID

Growth Equity

Multi-Stage VC

U.S. Mega/Large

Seed/Early Stage VC

Late Stage 
VC

ROW

Infrastructure
Natural Resources

Mezzanine
Distressed Debt

EU Buyout

Real Estate

Higher IRR RankLower IRR Rank

Periodic Scatter

Source: Hamilton Lane Data (October 2019)
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Spread of Returns

• Risk and return profiles vary meaningfully by strategy and geography

• Wide spreads between top- and bottom-performing managers provide opportunities, as well as risks

Dispersion of Returns by Strategy & Geography
Vintage Years: 1979–2016, Ordered by Spread of Returns
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Strategy Geography

Source: Hamilton Lane Data via Cobalt (October 2019)
Please refer to endnotes in Appendix

Dispersion of Returns Median IRR



• Diversified GPs can add value through industry selection

• LPs investing in sector-specific funds take significant responsibility for timing

• These returns show why you want to be a GP: significant gains across all industries and time periods. Great industry or great skill?

Sector Median Gross IRR by Deal Year
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Materials
27.8%

Consumer Staples
18.9%

Telecom Services
21.0%

Industrials
22.9%

Consumer Staples
17.6%

Healthcare
16.9%

Consumer Staples
19.7%

Information Technology
20.7%

Materials
35.7%

Information Technology
28.1%

Telecom Services
22.8%

Materials
27.7%

Healthcare
16.2%

Materials
14.0%

Healthcare
18.6%

Healthcare
19.8%

Consumer Staples
22.9%

Healthcare
30.2%

Materials
27.9%

Healthcare
21.7%

Financials
23.5%

Financials
15.7%

Information Technology
10.0%

Consumer Discretionary
18.2%

Industrials
19.0%

Healthcare
22.7%

Information Technology
23.0%

Consumer Staples
26.9%

Information Technology
20.3%

Industrials
22.1%

Industrials
22.2%

Telecom Services
13.3%

Energy & Utilities
7.1%

Energy & Utilities
16.5%

Telecom Services
40.9%

Consumer Staples
17.3%

Information Technology
21.1%

Materials
19.7%

Healthcare
24.8%

Consumer Staples
19.6%

Information Technology
20.8%

Information Technology
20.4%

Industrials
12.9%

Industrials
5.0%

Materials
14.5%

Industrials
30.1%

Consumer Discretionary
17.2%

Telecom Services
18.5%

Industrials
19.3%

Industrials
21.7%

Materials
18.1%

Healthcare
20.1%

Energy & Utilities
18.4%

All Deals 12.3% All Deals 3.9% All Deals 14.5% All Deals 28.6% All Deals 16.4% All Deals 16.2% All Deals 17.5% All Deals 20.5% All Deals 15.8% All Deals 18.6% All Deals 17.0%

Energy & Utilities
12.1%

Financials
2.4%

Information Technology
13.0%

Information Technology
26.0%

Financials
11.7%

Consumer Discretionary
15.8%

Telecom Services
17.5%

Financials
19.5%

Consumer Discretionary
13.0%

Consumer Staples
17.2%

Healthcare
15.9%

Consumer Discretionary
11.6%

Consumer Discretionary
0.5%

Financials
9.1%

Healthcare
24.6%

Energy & Utilities
4.8%

Industrials
12.6%

Financials
14.1%

Telecom Services
18.5%

Financials
12.0%

Consumer Discretionary
17.0%

Telecom Services
14.4%

Information Technology
11.3%

Telecom Services
-14.9%

Industrials
8.5%

Consumer Discretionary
23.7%

Financials
9.5%

Consumer Staples
13.4%

Consumer Discretionary
16.1%

Energy & Utilities
6.7%

Energy & Utilities
12.6%

Consumer Discretionary
12.5%

Materials
10.7%

Telecom Services
-0.1%

Consumer Staples
23.5%

Energy & Utilities
4.9%

Consumer Discretionary
13.1%

Energy & Utilities
6.0%

Telecom Services
11.3%

Materials
12.5%

Financials
20.6%

Energy & Utilities
-9.5%

Financials
11.1%

Materials
7.1%

Consumer Staples
10.6%

Energy & Utilities
4.9%Source: Hamilton Lane Data (July 2019)

Sector Ranks by Deal Year
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Gross Deal Return Spreads

• Portfolio allocation decisions are important before recessions due to amplified downside risk

Gross Buyout Deal IRR Quartiles
By Deal Year

17

Gross Buyout Deal IRR Quartiles
By Sector, Sorted by Median Return, Deal Years 1998–2016

Source: Hamilton Lane Data (July 2019) Source: Hamilton Lane Data (July 2019)
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Company Loss Ratio

• Risk of loss can vary greatly by deal year and sector, with nearly 30% of deals losing some amount of capital

Loss Ratio of Realized Buyout Deals
% of Deal Count

18
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Average Loss Ratio: 

29%



Fundraising

“And there is only one thing we say to death:
‘not today.’”
-Syrio Forel to Arya Stark, Game of Thrones



Private Market Opportunities

• 2019 is on pace to be another record year of opportunities received

Opportunities Received by Hamilton Lane

Source: Hamilton Lane Diligence (October 2019)
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Fundraising

• Fundraising in 2019 is on pace to be in line with 2018

• Multiple mega fund managers raising in the same year can drive fundraising totals

• Shadow capital increases total fundraising numbers 

Global Private Markets Fundraising

Source: Bison Data via Cobalt, Preqin, Bloomberg (October 2019)
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Fund Concentration

Capital Raised by 10 Largest Commingled Closed-End Funds
% of Respective Fundraising by Vintage Year

• Capital raised by the 10 largest funds has become a smaller portion of overall fundraising but is still a significant portion of capital 
raised
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Source: Bison Data via Cobalt, Preqin (October 2019)
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Total Exposure

• Private markets have meaningfully expanded into strategies like credit and infrastructure & natural resources

• GPs are expanding into new product lines to follow flow of funds into non-traditional strategies

• Private markets have grown significantly faster than public markets over the last 20 years

• Private markets are still only one-eighth the size of the global public markets

Total Exposure by Strategy
% of NAV + Unfunded
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Source: Hamilton Lane Data via Cobalt, Bloomberg (October 2019)



What is Peak 
Private Markets?



Private Markets in Context

• Total private markets AUM represents $5.5T or 6.7% of all global listed equities and non-financial debt

• This proportion is approximately the size of Japan's economy relative to all global GDP in 2017
Source: The World Bank (July 2019)
Source: Hamilton Lane Data via Cobalt, Bank for International Settlements (March 2019)

Share of Global GDP by Country
As of 2017
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Source: World Bank (August 2019)



How Big Could Private Markets Get?

• Private markets doubling market share could mean more than $21 trillion in AUM by 2030

• Even if market share remains constant, private markets could nearly double in size by 2030 

Estimated Private Markets AUM
USD in Trillions
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Source: World Bank, Hamilton Lane Data via Cobalt, Hamilton Lane calculations (June 2019)
Please refer to endnotes in Appendix
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Why We Think Private Markets Will Continue to Grow

Well…have you been paying attention?

Private equity outperforms other equity-focused assets on an absolute and risk-adjusted basisOutperformance

The worst five-year period for private credit and developed markets buyout produced positive returnsDownside Protection

More LPs understand the risk/return characteristics of illiquid assetsFamiliarity

Low interest rate environment makes private credit strategies more attractive relative to publicly traded debtInterest Rates

Given the declining number of public companies and continued concentration of capital in the largest public companies, 
the private markets offer the opportunity to access businesses not currently available in public marketsOpportunity Set

27



Investment Activity

“Mediocrity is contextual.”

-David Foster Wallace, Infinite Jest
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Capital Overhang

• Overall levels of dry powder continue to be slightly below peak level

• 18% of dry powder is from the pre-2015 vintage years. Will this dry powder ever be used in any meaningful amount?

Private Markets Unfunded Capital
USD in Billions
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Deploying Capital Overhang

• Time to deploy capital overhang is slightly under the long-term average across strategies

• Historically, the best time to invest is when capital overhang is greatest and investment pacing is slowest (2002 and 2009)

Time to Deploy Capital Overhang
Years at LTM Pace
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Contributions

• Annual contributions set a record in 2018

• Across all markets, GPs continue to exhibit caution relative to other peak market periods (2000 and 2007)

Annual Private Markets Contributions

31

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
$0

$100

$200

$300

$400

$500

$600

$700

$800

$900

C
o

nt
ri

bu
ti

o
ns

 a
s 

%
 o

f 
U

nf
un

de
d

U
S

D
 in B

illio
ns

All Private Markets Rate of Contribution Private Equity Rate of Contribution
Private Credit Rate of Contribution Private Real Assets Rate of Contribution

Source: Hamilton Lane Data via Cobalt (October 2019)

All PM Average  

40%

Annualized



Contribution Pacing

• Contrary to anecdotal chatter regarding slower contributions, pacing for recent vintage years remains close to historic norms

Median Buyout Percent Called by Fund Age
Vintage Years 1998–2018
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Source: Hamilton Lane Data via Cobalt (October 2019)
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Let’s Turn to the Most 
Talked About Topic

“Too many bottles of this wine
we can’t pronounce
Too many bowls of that green
no Lucky Charms”

-Frank Ocean, “Super Rich Kids”



Purchase Price Multiples at Acquisition

• Purchase prices remain on par with record levels across all markets; there is no debating that, on average, private markets are expensive

• Decline in prices for public equities is a function of the Q4 2018 dip in equity markets, which have since rebounded

• Equity contributions have remained above pre-crisis lows

EV/EBITDA and % Equity, Median by Deal Year
Purchase Prices
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Source: Hamilton Lane Data, Bloomberg (July 2019)
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GP VIEW PURCHASE PRICES
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Purchase prices over the next 12 months will...

• Most GPs think purchase prices won’t change much over the next year

Source: Hamilton Lane General Partner Survey (July 2019) 
Please be aware that the information contained herein is based upon results of a survey conducted by Hamilton Lane Advisors, L.L.C. (the “Firm”) of a number of private markets participants. The results of the survey may not necessarily represent the opinions of the Firm or its employees, officers or directors. 
Publication of this report does not indicate an endorsement by the Firm of the results included herein and should not be relied upon when making investment decisions. 
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Leverage Multiples & Coverage Ratios

• Developed markets’ leverage ratios continue to trend higher

• U.S. debt coverage levels are beginning to creep toward worrisome levels

• ROW leverage ratios, completely contrary to developed market indicators, are trending to record lows
36

Coverage Ratios at Acquisition
EBITDA/Cash Interest Expense

Leverage Multiples at Acquisition
Net Debt/EBITDA

Source: S&P LCD (September 2019)
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Liquidity

“Cash, Rules, Everything, Around, Me
C.R.E.A.M.
Get the money
Dolla, dolla bill y’all”

-Wu-Tang Clan, “C.R.E.A.M”
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Amount of NAV

• NAV growth has been driven by longer hold periods, rising asset prices and healthy deployment in an asset class that is raising more 
capital

• Largest NAV growth over last five years was seen in VC/growth

NAV by Strategy
USD in Billions
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Distributions

• Distributions in 2019 expected to be slightly below 2018 levels

• Private equity and private real assets continue trend to below average levels of distributions

Annual Private Markets Distributions
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Source: Hamilton Lane Data via Cobalt (October 2019)
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Time to Liquidate NAV

• VC/growth continues to liquidate more slowly than other private markets strategies

Time to Liquidate NAV
Years at LTM Pace
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Distribution Pacing

• Recent vintages have distributed capital back to investors more quickly than previous vintages

Median Buyout DPI by Fund Age
Vintage Years 1998–2015

41

2000–2002

2009–2011

2003–2006

2007–2008

1998–1999

2012–2015

Source: Hamilton Lane Data via Cobalt (October 2019)



Sentiment Indicators



Hamilton Lane Sentiment Indicators: Buyout

• The buyout market has moved into negative territory
43

Source: Hamilton Lane Data, Bloomberg, Bison, Preqin, S&P (October 2019)
Please refer to endnotes in Appendix

Today 2018 2006



Hamilton Lane Sentiment Indicators: Credit

• The credit market is neutral and has no consistent trend
44

*Asterisk indicates zero used as floor for indicators that cannot be negative
Source: Hamilton Lane Data, Bison, Preqin, S&P (October 2019)
Please refer to endnotes in Appendix
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Hamilton Lane Sentiment Indicators: Real Estate

• The real estate market also is neutral
45

*Asterisk indicates zero used as floor for indicators that cannot be negative
Source: Hamilton Lane Data, Bloomberg, NCREIF (October 2019)
Please refer to endnotes in Appendix
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Market Indicators

• 2019 deal returns are expected to be near historical median levels

Provides Indication of Current Cycle's Returns Relative to Average Deal Returns
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How to Invest
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How to Invest
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STRATEGY DEFINITIONS
All Private Markets – Hamilton Lane’s definition of “All Private Markets” includes all private commingled funds excluding fund-of-funds, and secondary
fund-of-funds. 
CI Funds – Any fund that either invests capital in deals alongside a single lead general partner or alongside multiple general partners.
Co/Direct Investment Funds – Any PM fund that primarily invests in deals alongside another financial sponsor that is leading the deal.
Corporate Finance/Buyout – Any PM fund that generally takes control position by buying a company.
Credit- This strategy focuses on providing debt capital.
Distressed Debt- Includes any PM fund that primarily invests in the debt of distressed companies.
EU Buyout – Any buyout fund primarily investing in the European Union.
Fund-of-Funds (FoF) – A fund that manages a portfolio of investments in other private equity funds. 
Growth Equity – Any PM fund that focuses on providing growth capital through an equity investment. 
Infrastructure – An investment strategy that invests in physical systems involved in the distribution of people, goods, and resources.
Late Stage VC – A venture capital strategy that provides funding to developed startups.
Mega/Large Buyout – Any buyout fund larger than a certain fund size that depends on the vintage year.
Mezzanine – Includes any PM fund that primarily invests in the mezzanine debt of private companies.
Multi-Management CI – A fund that invests capital in deals alongside a lead general partner. Each deal may have a different lead general partner.
Multi-Stage VC – A venture capital strategy that provides funding to startups across many investment stages. 
Natural Resources – An investment strategy that invests in companies involved in the extraction, refinement, or distribution of natural resources. 
Origination – Includes any PM fund that focuses primarily on providing debt capital directly to private companies, often using the company’s assets as 
collateral. 
Private Equity – A broad term used to describe any fund that offers equity capital to private companies. 
Real Assets – Real Assets includes any PM fund with a strategy of Infrastructure, Natural Resources, or Real Estate. 
Real Estate – Any closed-end fund that primarily invests in non-core real estate, excluding separate accounts and joint ventures.
ROW - Any fund with a geographic focus outside of North America and Western Europe. 
ROW Equity – Includes all buyout, growth, and venture capital-focused funds, with a geographic focus outside of North America and Western Europe.
Secondary FoF – A fund that purchases existing stakes in private equity funds on the secondary market. 
Seed/Early VC – A venture capital strategy that provides funding to early-stage startups. 
Single Manager CI – A fund that invests capital in deals alongside a single lead general partner.
SMID Buyout – Any buyout fund smaller than a certain fund size, dependent on vintage year.
U.S. Mega/Large – Any buyout fund larger than a certain fund size that depends on the vintage year and is primarily investing in the United States.
U.S. SMID – Any buyout fund smaller than a certain fund size that depends on the vintage year and is primarily investing in the United States.
VC/Growth – Includes all funds with a strategy of venture capital or growth equity.
Venture Capital – Venture Capital incudes any PM fund focused on any stages of venture capital investing, including seed, early-stage, mid-stage, and late-
stage investments.

INDEX DEFINITIONS
Barclays U.S. Corporate Aggregate Index – Tracks the performance of U.S. fixed rate corporate debt rated as investment grade.
BofAML High Yield Index – The BofAML High Yield index tracks the performance of below investment grade U.S. dollar-denominated corporate bonds 
publicly issued in the U.S. domestic market. 
Credit Suisse High Yield Index – The Credit Suisse High Yield index tracks the performance of U.S. sub-investment grade bonds.
Credit Suisse Leveraged Loan Index – The CS Leveraged Loan Index represents tradable, senior-secured, U.S. dollar-denominated non-investment 
grade loans.
FTSE/NAREIR Equity REIT Index – The FTSE/NAREIT All Equity REIT Index tracks the performance of U.S. equity REITs. 
HFRI Composite Index – The HFRI Composite Index reflects hedge fund industry performance.
MSCI Emerging Markets Index – The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure 
equity market performance of emerging markets. 
MSCI Europe Index – The MSCI Europe Index tracks large and mid-cap equity performance across 15 developed market countries in Europe.
MSCI World Energy Sector Index – The MSCI World Energy Sector Index measures the performance of securities classified in the GICS Energy sector.
MSCI World ex U.S. Index – The MSCI World ex U.S. Index tracks large and mid-cap equity performance in developed market countries, excluding the 
U.S.
MSCI World Index – The MSCI World Index tracks large and mid-cap equity performance in developed market countries.
Russell 3000 Index – The Russell 3000 Index is composed of 3000 large U.S. companies, as determined by market capitalization.
Russell 3000 Net Total Return Index – The Russell 3000 NTR Index is composed of 3000 large U.S. companies, as determined by market capitalization 
with net dividends reinvested.
S&P 500 Index – The S&P 500 Index tracks 500 largest companies based on market capitalization of companies listed on NYSE or NASDAQ.
S&P Global Infrastructure Index – The S&P Global Infrastructure Index tracks the performance of 75 companies from around the world that represent 
the infrastructure industry. 

OTHER
Desmoothing – A mathematical process to remove serial autocorrelation in the return stream of assets that experience infrequent appraisal pricing, 
such as private equity. Desmoothed returns may more accurately capture volatility than reported returns. The formula used here for desmoothing is:

Where rD(t) = the desmoothed return for period t, r(t) = the return for period t, ρ = the autocorrelation
rD(t) = ( r(t) – r(t-1) * ρ) / (1 – ρ)

PME (Public Market Equivalent) – Calculated by taking the fund cash flows and investing them in a relevant index. The fund cash flows are pooled 
such that capital calls are simulated as index share purchases and distributions as index share sales. Contributions are scaled by a factor such that 
the ending portfolio balance is equal to the private equity net asset value (equal ending exposures for both portfolios). This seeks to prevent shorting 
of the public market equivalent portfolio. Distributions are not scaled by this factor. The IRR is calculated based off of these adjusted cash flows.
Sharpe Ratio – The Sharpe Ratio is the average return earned in excess of the risk-free rate per unity of volatility or total risk.
Time-weighted Return – Time-weighted return is a measure of compound rate of growth in a portfolio,
Total Exposure – Total Exposure is equal to NAV + Unfunded Commitment.
Volatility – Volatility is a statistical measure of dispersion of return, specifically standard deviation.



Endnotes
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Page 8: 
Bubbles sized by relative market NAV as of 6/30/19. 

Page 15:  
All PM includes fund-of-funds and secondary fund-of-funds.

Page 26:
The Private Markets AUM was calculated using Hamilton Lane Data via Cobalt and represents the sum of dry powder and NAV as of December 31, 2018 for all private markets styles/focuses with the exceptions of fund-of-funds and secondary fund-of-funds. Global Financial Markets consists of the “market 
capitalization of listed domestic companies” as of December 31, 2018 per the World Bank plus “outstanding global non-financial corporation debt” as of December 31, 2018 per Bank for International Settlements. The Maintains Market Share scenario assumes that both Private Markets AUM and Global Financial 
Markets each continue to grow at the 15-year CAGR for Global Financial Markets. The Doubles Market Share scenario assumes that Global Financial Markets continue to grow at 15-year CAGR while Private Markets AUM steadily gains market share each year until 2030 when it would represent twice the 2018 share of 
Global Financial Markets. The Loses Market Share scenario assumes that Global Financial Markets continue to grow at the 15-year CAGR while Private Markets AUM maintain a “steady state” growth rate.

Pages 43–45: 
If a data set is distributed normally, about 95% of all data points will lie within two standard deviations of the mean. 



Disclosures
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This presentation has been prepared solely for informational purposes and contains confidential and proprietary information, the disclosure of which could be harmful to Hamilton Lane. Accordingly, the recipients of this presentation are requested to maintain the confidentiality of the information contained herein. This 
presentation may not be copied or distributed, in whole or in part, without the prior written consent of Hamilton Lane.

The information contained in this presentation may include forward-looking statements regarding returns, performance, opinions, the fund presented or its portfolio companies, or other events contained herein. Forward-looking statements include a number of risks, uncertainties and other factors beyond our control, or the 
control of the fund or the portfolio companies, which may result in material differences in actual results, performance or ot her expectations. The opinions, estimates and analyses reflect our current judgment, which may change in the future.

All opinions, estimates and forecasts of future performance or other events contained herein are based on information available to Hamilton Lane as of the date of this presentation and are subject to change. Past performance of the investments described herein is not indicative of future results. In addition, nothing 
contained herein shall be deemed to be a prediction of future performance. The information included in this presentation has not been reviewed or audited by independent public accountants. Certain information included herein has been obtained from sources that Hamilton Lane believes to be reliable, but the accuracy of 
such information cannot be guaranteed.

This presentation is not an offer to sell, or a solicitation of any offer to buy, any security or to enter into any agreement with Hamilton Lane or any of its affiliates. Any such offering will be made only at your request. We do not intend that any public offering will be made by us at any time with respect to any potential 
transaction discussed in this presentation. Any offering or potential transaction will be made pursuant to separate documentation negotiated between us, which will supersede entirely the information contained herein.

Certain of the performance results included herein do not reflect the deduction of any applicable advisory or management fees, since it is not possible to allocate such fees accurately in a vintage year presentation or in a composite measured at different points in time. A client’s rate of return will be reduced by any 
applicable advisory or management fees, carried interest and any expenses incurred. Hamilton Lane’s fees are described in Part 2 of our Form ADV, a copy of which is available upon request.

The following hypothetical example illustrates the effect of fees on earned returns for both separate accounts and fund-of-funds investment vehicles. The example is solely for illustration purposes and is not intended as a guarantee or prediction of the actual returns that would be earned by similar investment vehicles 
having comparable features. The example is as follows: The hypothetical separate account or fund-of-funds consisted of $100 million in commitments with a fee structure of 1.0% on committed capital during the first four years of the term of the investment and then declining by 10% per year thereafter for the 12-year life of 
the account. The commitments were made during the first three years in relatively equal increments and the assumption of returns was based on cash flow assumptions derived from a historical database of actual private equity cash flows. Hamilton Lane mode led the impact of fees on four different return streams over a 
12-year time period. In these examples, the effect of the fees reduced returns by approximately 2%. This does not include performance fees, since the performance of the account would determine the effect such fees would have on returns. Expenses also vary based on the particular investment vehicle and, therefore, were 
not included in this hypothetical example. Both performance fees and expenses would further decrease the return.

Hamilton Lane (UK) Limited is a wholly-owned subsidiary of Hamilton Lane Advisors, L.L.C. Hamilton Lane (UK) Limited is authorized and regulated by the Financial Conducts Authority. In the UK this communication is directed solely at persons who would be classified as a professional client or eligible counterparty under 
the FCA Handbook of Rules and Guidance. Its contents are not directed at, may not be suitable for and should not be relied upon by retail clients.

Hamilton Lane Advisors, L.L.C. is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 in respect of the financial services by operation of ASIC Class Order 03/1100: U.S. SEC regulated financial service providers. Hamilton Lane Advisors, L.L.C. is regulated by the 
SEC under U.S. laws, which differ from Australian laws.

Any tables, graphs or charts relating to past performance included in this presentation are intended only to illustrate the performance of the indices, composites, specific accounts or funds referred to for the historical periods shown. Such tables, graphs and charts are not intended to predict future performance and should 
not be used as the basis for an investment decision.

The information herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice, or investment recommendations. You should consult your accounting, legal, tax or other advisors about the matters discussed herein.

The calculations contained in this document are made by Hamilton Lane based on information provided by the general partner (e .g. cash flows and valuations), and have not been prepared, reviewed or approved by the general partners.

As of January 2019


