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Quarterly Asset Class Report
Private Equity

Canterbury Consulting (“CCI”) is an SEC registered Investment Adviser. Information pertaining to CCI's advisory 
operations, services, and fees is set forth in CCI’s current Form ADV Part 2 (Brochure), a copy of which is available 
upon request and at www.adviserinfo.sec.gov. Information provided through CCI’s Quarterly Outlook related to 
market or asset class performance figures is believed to be derived from reliable sources. However, CCI assumes 
no responsibility for their content or the manner in which the viewer utilizes such information. The performance 
information presented in certain charts or tables is for informational purpose only and represents historical 
performance based on available market data results for the quarterly period shown above and does not reflect any 
performance related to trading in actual accounts. Any recommendations or statement made in the Quarterly 
Outlook is not to be construed as specific investment advice. The viewer should be aware of the inherent 
limitations of data derived from the retroactive application of historical data developed with the benefit of 
hindsight and that actual results may differ. Actual performance with client accounts would be materially less 
than the stated performance results for the same period when including the deduction of advisory fees, brokerage 
or other commissions, and any other expenses that a client would have paid.



Role in the Portfolio

Canterbury Consulting recommends a diversified portfolio of private capital strategies.  Consistently committing to 
private capital drives long-term asset growth, net of inflation, by taking advantage of the illiquidity premium derived from 
inefficient markets and superior manager selection

 Canterbury blends strategic and opportunistic approaches to construct private capital portfolios that are diversified 
by sector, geography, and vintage year

● Strategic: using various market inputs to form a baseline, we create a recommended model portfolio allocation

● Opportunistic: we combine top-down and bottom-up analysis to achieve excess risk-adjusted returns through market intelligence 
and superior manager selection

 Over a full market cycle, private equity is expected to generate above-market returns commensurate with risks 
associated with the asset class (i.e., illiquidity, time horizon, etc.)

 Given the length of the time required to deploy capital and constant evolution of the opportunity set, investors in 
private equity must commit consistently across cycles and avoid “market timing” in order to generate returns

Private Equity
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• Global fundraising levels dropped off 
in FY 2015 relative to recent years

• As discussed in previous quarters, 
the trend of fewer funds raising larger 
amounts of capital persists

– In 2015, the average fund size 
based on global fundraising totals 
was US$523 million, vs. US$4 
million in 2014

– This represents the highest 
average fund size in the past 15 
years

• Based on the elevated number of 
funds in the market, fundraising by 
the best managers will likely remain 
competitive for limited partners 
through mid-2016

Fundraising Overview Private Equity

Source: Preqin, reported as of April 2016
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• A review of deal activity through 4Q 
2015 indicates a slight upward trend 
in valuation multiple.  This is 
surprising but can potentially be 
attributed to year-end timing for 
transactions involving high quality 
assets

• Commensurate with deal multiples, 
median debt as a percentage of total 
transaction value ticked upward 
slightly in 4Q 2015

• Not apparent in the numbers are the 
deals that did not transact in 2015 
and were pushed out into the 
following year.  This, coupled with 
volatility in early Q1 2016, will likely 
drive valuation and leverage multiples 
downward this year

Deal Activity Private Equity

Source: Pitchbook 2015 Annual PE Deal Report
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• After a banner year in 2014, global 
private equity-backed M&A exit values 
have declined in 2015 (although deal 
count has remained flat)

• M&A and IPO volumes for venture-
backed companies through FY 2015 
have declined to the lowest levels in 
the past five years

– 1Q 2016 IPO activity was 
particularly sluggish, with six 
venture-backed IPOs (all of which 
were biotech companies)

• While the increase in volatility and 
uncertainty will impact future exit 
activity, it may also result in the ability 
to deploy capital in attractive 
opportunities

Exit Activity Private Equity

Source: NVCA, MergerMarket (based on disclosed M&A values)

Pr
iv

at
e 

Eq
ui

ty
-B

ac
ke

d

0

100

200

300

400

500

600

0

5

10

15

20

25

30

35

40

45

50

2010 2011 2012 2013 2014 2015 Q1 2016

To
ta

l R
ai

se
d 

(U
SD

 b
n)

IPO Value M&A Value IPO Count M&A Count

Ve
nt

ur
e-

Ba
ck

ed

0

500

1000

1500

2000

2500

$0

$100

$200

$300

$400

$500

$600

2007 2008 2009 2010 2011 2012 2013 2014 2015 Q1
2016

To
ta

l R
ai

se
d 

(U
SD

 b
n)

M&A Value M&A Count

5



• Although short-term performance is 
not meaningful in private equity, it is 
evident all strategies benefited from 
the “rising tide” of valuations seen 
over the past year

– Buyout performance has been 
strong over the long term, while 
venture has benefited from the 
current valuation environment

– Given market strength of the past 
few years, distressed strategies  
have underperformed on a relative 
basis in the short-term

Horizon Performance Private Equity

Source: Preqin, reported as of April 2016
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