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Pomona Capital Said to Launch New $1.8 Billion Fund

QUOTED

BY KIEL PORTER AND AINSLIE CHANDLER

Pomona Capital is preparing to come back to the market to raise about $1.8 billion for
secondary investments three years after it raised a similar sum, according to a person
with knowledge of the raising.
Pomona closed its prior flagship fund, Pomona Capital VIII, in 2012, with $1.75 billion
in commitments, beating its target of $1.3 billion.
That fund has produced a net internal rate of return of 35 percent and a total
value-to-paid-in ratio of 1.5 times, according to the person familiar with the raising. The
vehicle ranks in the top quartile among its peers, according to data compiled by
Bloomberg. It is now about 75 percent invested, the person said.
Investors in that pool include Oklahoma Firefighters Pensions and Retirement
System, Town of Palm Beach Retirement System and RWB Global Market Fonds
Secondary II, III and IV.
Pomona manages $5 billion in secondary funds. It also manages funds of funds and
has interests in more than 600 funds, according to its website.
Pomona’s seventh flagship fund, launched in 2007, secured $1.3 billion in
commitments. It ranks in the second quartile among similar funds of the vintage,
according to Bloomberg data. It had a 9.7 percent net IRR and a 1.34 multiple on
invested capital, according to Dec. 31 figures from Florida Retirement System.
Pomona is led by Chief Executive Michael Granoff, who founded the firm in 1994.
Kristina Ferrari Baldridge, a spokesman for New York-based Pomona at
communications firm Prosek Partners, declined to comment on the fundraising.
Pomona in May joined the clutch of private equity fund sponsors attempting to lure
retail investors into the market, launching a closed-end secondaries fund for accredited
retail investors, with a $25,000 minimum investment. The fund is being distributed by
Pomona’s parent company, Voya Investment Management.

Secondary Market Pricing by Strategy

"These managers, they want a
diversified platform. They
don’t just want U.S. public
pension funds, they don’t just
want endowments. They want
some Asian capital, they want
some European capital. "
— Tara Blackburn, managing director at
Hamilton Lane, discussing the competition to
get into the best funds

WEEK IN NUMBERS
£550 million — Target for Impax
Asset Management's fund that will
invest in making commercial buildings
more energy-efficient
35% — Public pensions' share of
secondary sales by volume
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managers.
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Monitor Clipper's partners
suspended fundraising and are
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RESTRUCTURING. Secondary
market investors eye opportunities to
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Prices on limited partner interests in private equity funds rose for venture and real state
funds and fell slightly for buyout funds in the first half of the year, according to a
Greenhill Cogent report released today. Click here for more data from the survey.

Q&A. Many GPs are rushing to
deploy capital and raise new funds,
says Warren Hibbert of Asante
Capital.
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COMPILED BY JOHN E. MORRIS AND AINSLIE CHANDLER, BLOOMBERG BRIEF

Pennsylvania SERS Approves $215 Million in New PE Investments
Pennsylvania State Employees’
Retirement System approved $215
million of private equity commitments at
its July 22 meeting, a statement from the
pension said. PSERS will invest up to $50
million each in ADV Opportunities Fund I,
Clearlake Capital Partners IV, H.I.G.
Brazil and Latin America Fund and
Sterling Group Partners IV, and up to $15
million in Lightspeed India Partners, the
statement said.
The $12.92 billion School Employees
Retirement System of Ohio has
committed to two European credit funds:
50 million euros ($55.5 million) to direct
lending vehicle BlueBay Direct Lending
Fund II USD SLP and 30 million euros to
Babson Capital Global Special Situations
2 LP, according to its July board
highlights document.
In the quarter ended June 30, New
York State Teachers’ Retirement
System made $270 million in
contributions to existing partnerships and
received $729 million in distributions,
according to a report on private equity
activity for a meeting today. DLJ
Merchant Banking Partners III, to which
the pension committed $250 million in
2000, was liquidated in April, according to
the report.
At a July 30 meeting New Mexico
Public Employees Retirement
Association will discuss a $30 million
commitment Century Focused Fund IV
LP, according to the agenda. The fund
focuses on the financial sector and has a
$350 million target, according to data

New Jersey Picks Five Advisers as Cash Flows In
New Jersey’s pension system has chosen TorreyCove Capital Partners as its
primary private equity investment consultant, according to materials from the July 22
State Investment Council meeting. Four other advisers were chosen for secondary
roles selecting investments following a request for proposal process: Cliffwater LLC,
LP Capital Advisors, Strategic Investment Solutions and Wilshire Associates
Inc. The selections will not affect the program’s 2016 private equity allocation target
of 9 percent, according to the materials.
The pension has had positive cash from its private equity portfolio for nine of the
past 10 quarters, receiving $1.6 billion in net distributions in that span, a report for
the same meeting shows.
It received record positive cash flow of $255 million in the first quarter of 2015. One
of the biggest distribution drivers was the sale of Milestone Equipment Holdings by
Blackstone Group LP's Tactical Opportunities fund, which delivered a net internal
rate of return of 76 percent and 2.9 times the fund's invested capital. A BlackRock
Inc. separate account returned $69 million in the quarter.
During the 2015 financial year, global private equity delivered an 8.4 percent return
for the state. Venture capital was the strongest sub-class, achieving a 22.5 percent
return. Natural resources was the weakest, returning -6.9 percent during the half,
mostly due to energy-related investments, the report shows.
— Ainslie Chandler

compiled by Bloomberg.
District of Columbia Retirement
Board approved a commitment of up to
$30 million to Accel-KKR Capital Partners
V LP, according to minutes from its July
16 meeting. The pension system also
committed up to $30 million to Summit
Partners Growth Equity Fund IX LP.

Illinois Municipal Retirement Fund
has issued a request for proposals for an
investment manager of managers to
allocate capital to real estate firms owned
by minorities, women or people with
disability. The pension said it has at least
$75 million available for this mandate.
Proposals are due by Aug. 12.

Texas County & District Retirement
System committed $50 million to direct
lending vehicle Silver Point Specialty
Credit Fund, the pension’s website
shows.

Laborers’ and Retirement Board
Employees’ Annuity and Benefit Fund
of Chicago is looking for a private equity
secondary fund manager and expects to
commit $10 million to the mandate,
according to a request for a proposal on
adviser NEPC's website.
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BRIEF EXCLUSIVES
Monitor Clipper Calls Off Fourth Fundraising
Monitor Clipper Partners has suspended raising its fourth fund, according to an
e-mailed statement from Travis Metz, a partner of the firm, that was attributed to Monitor
Clipper’s eight partners.
The New York-based firm began raising Monitor Clipper Equity Partners IV in early
2014 with a target of $600 million, two people familiar with the fundraising told
Bloomberg Brief at the time.
“We had commitments of almost $200 million but that was not enough scale for our
program,” the statement said. “We are considering alternatives for future funds, perhaps
as the Fund III portfolio continues to realize, but there is no current activity to raise a
smaller fund.”
The firm's professionals have started making investments under the name Narrow
Gauge Capital after calling off the fundraising and will raise money on a deal-by-deal
basis.
The eight partners are co-founders William Young and Mark Thomas, Metz, Adam
Doctoroff, April Evans, Peter Laino, Stephen Lehman and Charles Yoon. They
remain committed to the Boston-based firm’s existing portfolio, according to the
statement.
“Fund III is developing nicely with five realizations to date, aggregating at over 3 times
gross multiple of investment and two further pending dispositions that will provide strong
returns to our investors and provide further evidence of the strength of the investment
returns in our program,” the statement said.
The third fund closed in 2007 with $525 million in commitments, below its goal of $900
million, according to data compiled by Bloomberg.
One deal has already been completed under the Narrow Gauge name, according to
the statement. Monitor Clipper was founded in 1998 by Young and Thomas. It has
invested about $2 billion since its formation, according to its website.
— Ainslie Chandler, Bloomberg Brief

Impax Raising Fund for Energy-Efficient Buildings
Impax Asset Management has set a 550 million pound ($858 million) target for a new
fund that will make investments to increase energy efficiency in U.K. commercial
buildings, according to documents from a potential investor.
Impax Climate Property Fund II will invest in existing office buildings that need
rehabilitation and energy efficiency upgrading, information from the European
Investment Bank’s website shows.
The EIB is considering investing 30 million pounds in the fund, according to the
document from its website.
London-based Impax started its sustainable property investment business in July
2014, when it took over management of the Climate Change Property Fund, a 150
million-pound fund that closed in 2009, from Climate Change Capital Ltd.
The team managing the fund, led by Tim Mockett and Esme Lowe, joined Impax and
the fund was renamed Impax Climate Property Fund. They now serve as managing
directors of Impax's property business.
Impax spokesman Anne Gilding declined to comment on the fundraising.
Impax in February retained EY as strategic adviser to the property business. Impax
Chief Executive Ian Simm said then that the supply of sustainable commercial property
is low and demand is being driven by regulation and occupant preferences.
Publicly traded Impax focuses on resource efficiency and environmental markets. It
has about 3 billion pounds in assets under management in its listed and unlisted
strategies, according to its website.
— Ainslie Chandler, Bloomberg Brief

BRIEFLY NOTED
Southfield Sets $175 Million
Target for Second Fund
Southfield Capital LLC plans to raise
up to $175 million for its latest lower
middle market buyout fund, according to a
regulatory filing. The firm is yet to raise
any money for Southfield Capital II LP,
the July 23 filing said.
Southfield invests in the outsourced
business services, specialty finance and
value-added distribution sector
businesses with revenue of $20 million to
$100 million and Ebitda of $4 million to
$12 million, according to its website
Andy Levison, former head of
leveraged finance at Donaldson, Lufkin &
Jenrette, founded Southfield Partners’
predecessor Levison & Co. in 2002.
Its current investments include
marketing company BioPharm
Communications, railway and transit
sector outsourcing company Hallcon
Corp. and electronic manufacturing
services company TS3 Technology, its
website said.
Stonington Capital Advisors is
helping raise the new fund.
— Ainslie Chandler, Bloomberg Brief

Freedom 3 to Raise $400
Million Private Credit Fund
Credit fund manager Freedom 3
Capital is trying to collect $400 million in
commitments for its latest fund, according
to a regulatory filing.
The New York firm invests in middle
market private credit, targeting
investments of $10 million to $100 million
in companies valued between $75 million
and $750 million, according to its website.
Partners at the firm are former
Intermediate Capital Group partner Jason
Block, chief investment officer, and
Daniel Tamkin, chief operating officer,
who previously worked at a family office,
according to the website.
Freedom 3 Investments II LP has
secured $24.4 million so far, the July 25
filing said.
— Ainslie Chandler, Bloomberg Brief
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BRIEF EXCLUSIVE
Venezuela-Focused Fund to Launch Later This Year
Thomas Samuelson, a founder of Miami-based INCA Investments, and two partners
plan to raise a $50 million to $75 million private equity fund to invest in Venezuela.
The fund will be the first to focus exclusively on the country, Samuelson said in a
phone interview.
Emerging markets specialist Leopard Capital Group will be an adviser to
Gran-Venezuela Opportunities Fund. Management also includes Caracas-based Carlos
Emmanuelli, the chief executive of paper and printing business Proteco Caracas, and
Pedro Urdaneta, a partner at the law firm Imery Urdaneta Calleja Itriago & Flamarique,
S.C. Samuelson and Emmanuelli worked together at Credit Lyonnais in the 1990s,
Samuelson said. He left INCA in 2005.
Fundraising will like begin by the end of the third quarter, he said.
Venezuela’s inflation reached 113.2 percent year-on-year in June, according to
analysis from Bank of America Corp. The Bolivar has fallen 95 percent in the past year,
based on the Simadi exchange rate, which was about 199 Bolivars to the dollar this
week, according to data compiled by Bloomberg.
In addition to local companies hurt by the economy, there are potential acquisitions to
be made from multi-national firms planning to walk away from their Venezuelan
operations, Samuelson said. Bad economic policy will continue to hurt businesses this
year and next, he said, but he expects change to come.
“No government can survive devaluation like this,” he said.
The fund will be seeded by its managers and have a 2.5 percent management fee and
20 percent carried interest, Samuelson said.
— Ainslie Chandler, Bloomberg Brief

OTHER FUNDRAISING NEWS
Carlyle Raises $4.1 Billion for Europe in Three Years
Carlyle Group LP has gathered 3.75 billion euros ($4.1 billion) for its fourth European
buyout fund after almost three years of fundraising amid turbulent economic conditions.
The completion “confirms renewed appetite for investing in Europe despite several
years of macro-economic uncertainty,” Marco De Benedetti, managing director and
co-head of Carlyle Europe Partners, said in a statement Wednesday.
Washington-based Carlyle’s previous European buyout fund finished fundraising in
2007 after securing 5.4 billion euros. The pool produced an annualized return of 15
percent after fees and was valued at 2.1 times cost as of March 31, according to the
firm’s first-quarter earnings statement.
— Ainslie Chandler, Bloomberg Brief

Permira Closes on $1.2 Billion Direct Lending Fund
The debt-management arm of private-equity firm Permira Advisers has raised 1.1
billion euros ($1.2 billion) to lend directly to businesses in Europe.
Permira Credit Solutions II drew 800 million euros in the final fundraising drive to reach
the total, the company said in a statement today. The money will be offered as loans to
companies that are “currently being impacted by a broad reduction in lending from more
traditional providers,” Permira Debt Managers, which is managing the fund, said.
“The fund will provide much-needed debt capital to medium-sized European
businesses that are looking to grow,” said James Greenwood, chief executive officer of
Permira Debt Managers.
Permira hired David Hirschmann as head of private credit and Dan Hatcher as
investment director as it seeks to expand its debt-markets investment team, the
statement said.
— Selcuk Gokoluk, Bloomberg News

BRIEFLY NOTED
New Jersey Plans Separate
Account With GoldenTree
New Jersey’s pension system is
planning a $300 million separate account
with GoldenTree Asset Management to
invest in stressed and distressed credit,
according to materials from the State
Investment Council meeting Wednesday
in Trenton.
New Jersey has been creating and
adding to separate accounts with
alternative investment managers,
including Blackstone Group LP and
Och-Ziff Capital Management Group
LLC, as the $79 billion plan seeks better
terms from money managers.
The GoldenTree Distressed Separate
Account would focus on issuers in North
America, Western Europe and the U.K.,
New Jersey Division of Investment
director Chris McDonough told the council
in a memo.
“The environment for stressed and
distressed investing could be viewed as
increasingly favorable, highlighted by
more risky and aggressive debt
issuance,” McDonough wrote. The trends
include “increased leverage levels, growth
in CCC issuers, and an increase in the
amount of debt raised for acquisitions and
dividends.”
GoldenTree, which has $23 billion
under management and offices in New
York, London and Singapore, will target
mid-to-high-teen net returns for the
separate account.
The GoldenTree separate account
offers attractive terms, according to
McDonough, including a management fee
of 75 basis points, or 0.75 percent, on
invested capital, and 17 percent carried
interest on profits subject to an
annualized performance hurdle of 8
percent returns.
A planned $200 million investment in
American Industrial Partners Capital Fund
VI, a private equity fund focusing on
mid-size companies, and a potential $50
million commitment to Excellere Capital
Fund III, a lower mid-market private
equity fund, were also discussed at
Wednesday’s meeting.
— Ainslie Chandler, Bloomberg Brief
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GENERAL PARTNERS
Hedge Funds, Energy Drag
Down Carlyle Profit

Canadian Pension Plan
Plans Global Expansion

Carlyle Group LP said second-quarter
profit fell 24 percent as its holdings
appreciated at a slower pace than a year
ago and its hedge funds and some
energy holdings posted losses.
Economic net income, which includes
unrealized gains, declined to $180 million,
or 55 cents a share, from $237 million, or
73 cents, a year earlier,
Washington-based Carlyle said in a
statement today. The results beat the
54-cent average per-share estimate of 12
analysts in a Bloomberg survey.
Carlyle depends more on its private
equity business for earnings than its
largest peers. The firm earned zero
economic net income, or ENI, in its global
market strategies unit, where its hedge
funds fell; zero ENI in its funds-of-funds
business; and $1 million in its real assets
group, where some energy holdings
declined.
Sales of buyout holdings and U.S. real
estate drove a 20 percent increase in
distributable earnings to $386 million.
Carlyle’s results were in part weighed
down by its hedge funds, which fell 4.3
percent in the quarter. The firm has
majority stakes in Claren Road Asset
Management, Emerging Sovereign Group
and Vermillion Asset Management.

Canada's Public Sector Pension
Investment Board will open offices in
New York and London and is eyeing Asia
as part of the Canadian fund’s plan to
double its C$112 billion ($86 billion) in
assets over the next decade.
PSP plans to build a loan-origination
business in New York and private equity
operations in London this year, Andre
Bourbonnais, chief executive officer of
PSP, said in a phone interview July 23.
“We’re going to stick to the markets we
know better, which is essentially the
Western world,” he said. Within 24
months PSP will look at getting an office
in Asia, he said. “Having a foot on the
ground there is going to be key for local
knowledge, local human capital and being
closer to our partners.”
PSP, which oversees the retirement
savings of federal public servants,
including the Royal Canadian Mounted
Police, follows other domestic pension
funds bulking up operations overseas.
The U.S. and Europe are presenting the
greatest opportunity for investment in
challenging markets where many
investors are chasing deals, he said.
The fund returned 15 percent on its
investments in the year ended March 31,
2015, and increased the value of its
assets under management by 20 percent

— Devin Banerjee, Bloomberg News

over the year, according to a statement
Thursday.
Bourbonnais took over as chief
executive of PSP in March after serving
as global head of private investment at
Canada Pension Plan Investment Board.
— Scott Deveau, Bloomberg News

Apollo Profit Drops 25% as
Asset Sales Abate
Apollo Global Management LLC said
second-quarter profit fell 25 percent as
asset sales slid.
Economic net income, a measure of
earnings that includes unrealized gains,
decreased to $155 million, or 38 cents a
share, from $207 million, or 52 cents, a
year earlier, New York-based Apollo said
today in a statement. The results beat the
35-cent average estimate of 10 analysts
surveyed by Bloomberg.
Apollo, which aggressively sold private
equity holdings from 2011 to 2014, has
slowed the pace as its remaining portfolio
shrinks and the firm focuses on deploying
new funds.
The firm’s private equity portfolio
appreciated 2.7 percent in the quarter,
compared with 5 percent at Carlyle
Group LP, 3.5 percent at Blackstone
Group LP and a 0.2 percent decline in
the Standard & Poor’s 500 index of large
U.S. stocks.
— David Carey and Devin Banerjee, Bloomberg
News
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Overseas Investors Strengthen GPs' Position in Dealing With Pension Funds
New sources of capital that compete with public
pension funds, co-investing and transparency
were among the recurring topics at The Pension
Bridge’s Private Equity Exclusive conference in
Chicago last week. Below are some comments
from speakers. They have been edited and
condensed.

GPs Gaining Upper Hand
“I caution managers out there who are
in the position to attract a lot of foreign
capital so that U.S. public pension plans
are less relatively important. I caution
against overreach because there is this
underlying reverberation of a progressive
element in our constituency, in our
boards. The more they read about lack of
transparency [and the lack of] alignment
of interests in this asset class between
LPs and GPs, the more difficult it will be
[for them] to have conviction around
investing in this asset class, despite the
outperformance and the returns. Because
right now it is easy to turn us down, or be
very tough on terms, or have a ‘take it or
leave it’ attitude because of the dollars
that are available away from us that are
not as restrictive. I certainly think that we
should look at the long term. I think a lot
of our partners do. But, frankly, some
don’t. And we’re seeing a lot of pushback
today even in relationships that we’ve
been in for multiple funds.”
— Alex Done, head of private equity, New York
City Retirement Systems, Bureau of Asset
Management

Foreign Capital Floods In
“For many years, U.S. public pension
plans really did pull a lot of the direction of
private equity. But over the last 10 to 15
years some of the global capital has
come into this market, and it’s going to
continue to come into the market, and it’s
coming in big waves. So the reality is, if
you are an institutional investor today
you’re competing for that space in funds.
'One and done’ is not something that’s

uncommon today. And these managers,
they want a diversified platform. They
don’t just want U.S. public pension funds,
they don’t just want endowments. They
want some Asian capital, they want some
European capital, because private equity
goes in cycles. So if you are a U.S.-based
public pension fund investor who has a lot
of challenges, whether it’s regulatory or
transparency or so forth, you have to
figure out what that bridge is to make sure
that you are front and center getting
access to the program where you need to
be. Because it’s not going to get any
easier.”
— Tara Blackburn, managing director, Hamilton
Lane

"We’re seeing a lot of
pushback today even
in relationships that
we’ve been in for
multiple funds."
— ALEX DONE, HEAD OF PRIVATE
EQUITY, NYC RETIREMENT SYSTEMS,
BUREAU OF ASSET MANAGEMENT

Payoffs From Co-Investing
“I think [co-investing] been very
beneficial from our program … it will
reduce fees over time. I think it has
improving our relationships with GPs,
making us better fund investors. The
largest reason for that is how we structure
the program. As on the funds side, the
head of our private markets has
discretion, signature authority to do deals,
so we have a very efficient process and
we have dedicated resources for the
co-investment program. The interesting
thing is that you hear the opposite — a lot
of GPs that are frustrated by LPs that
aren’t

getting to the finish line or communicating
well. I have heard of some LPs not getting
back into hard-to-access funds because
they are constantly shaking them down
for co-invest. For us, it’s been a tangible
improvement to our program. We’ve seen
opportunities we wouldn’t have seen, a lot
more dialogue with our GPs. It’s too soon
to tell the ultimate returns but I am
certainly optimistic [given] the quality of
the deals in the portfolio. ”
— John Drake, senior investment officer with
State of Wisconsin Investment Board

Heady Valuations
“The reality is that this is a worrisome
time, certainly purchase price multiples.
We worry a lot about venture capital. If
you think about venture being a seven to
10-year cycle and you think about the
number of IPOs, this is back to 2000 from
the number of IPOs perspectives. One of
the things that we have noticed is private
equity firms moving into venture capital
again, doing some late-stage financings
at premium valuations. Sixty companies
that are venture-capital-backed have over
$1 billion in valuation. If you think about
these companies, to get to your five-times
multiple, to earn your risk, you’ve got to
get to a $50 to $100 billion company. How
many people have been able to achieve
that within a five-year time frame? But
with all that said, there is still opportunity.
There is niches, there’s pockets.”
— David Fann, TorreyCove Capital Partners LLC

Looking Down-Market
“When I arrived at Tennessee, what
stood out for me was the prevalence of
larger multibillion-dollar buyout funds in
the portfolio, so I think there the
[opportunity] to move down the size scale.
Part of the challenge there is the number
of relationships and keeping that to a
small and manageable number and still
[putting enough capital] outward to meet
your allocation.”
— Grant Leslie, senior investment manager
Tennessee Consolidated Retirement
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RESTRUCTURING
Secondary Investors Find Opportunities Where Funds Are Past Their Sell-By Dates
BY AINSLIE CHANDLER, BLOOMBERG
BRIEF

As the number of long-in-the-tooth
private equity funds rises, secondary
market investors increasingly see
restructurings as an important source of
deal flow.
A generation of funds raised before the
financial crisis are ripe for restructurings.
In 2012, there was $125 billion of net
asset value in funds more than 10 years
old, according to Ian Charles of Landmark
Partners. Today, the figure is $420 billion,
he said at a conference in Boston in June.
“How it evolves will play a big role in
[secondaries] volume growth in next three
to five years,” he said.
Until recently, restructurings were
outside the mainstream of private equity,
typically conducted under wraps because
of the implication that the fund sponsor
had failed. Now more financial institutions
and secondary funds are willing to buy
limited partners' fund interests, or a fund's
underlying assets.
At the same time, healthier funds and
fund sponsors are starting to use
restructurings, according to Adam
Howarth, Partners Group co-head of
private equity secondaries.
“It really is a way of creating liquidity for
older vehicles where maybe there isn’t as
elegant a solution available through the
normal wind-down or through distributing
in-kind interests,” he said.
In addition, restructurings are no longer
limited to funds at the end of their lives,
which is typically 10 years.
“About two years ago you started to see
the same kind of technology and
approach that was applied to end-of-life
funds start to get applied to funds that
were in their harvest phase, principally in
funds that had not raised a successor
fund since the crisis,” Charles said.
Growth in the secondary market is
flattening out, so restructurings offer
secondary investors another way to
deploy capital. In a report released today,
Greenhill Cogent forecasts total
secondary market activity this year of $40
billion, down from $42 billion in 2014.
A third of secondary fund managers
invested in a restructuring during 2014
and 19 percent expected to do more in

2015 in a survey that data provider Preqin
released in March.
Liquidity for LPs isn't the only goal in a
restructuring. For sponsors, it can be a
matter of survival. Those with aging,
so-called "zombie" funds whose returns
aren't high enough to earn carried interest
may have problems keeping key staff. As
part of a transaction that brings in new
investors and offers liquidity to old ones,
investors new and old often agree to reset
the basis for carried interest so there are
financial incentives for partners and
employees to stay with the firm and
manage its holdings.

"In many cases … [the
commitment to a new
fund] is diluting the
value of the secondary
transaction."
— IGOR ROZENBLIT, HEAD OF PRIVATE
SEC'S PRIVATE FUNDS UNIT

High profile fund restructurings include
J.W. Childs Associates LP’s 2002 fund,
which Canada Pension Plan Investment
Board last year helped to restructure.
The pension invested $477 million in the
transaction, which gave investors a
liquidity option, and agreed to provide
$119 million to the manager’s fourth fund.
Secondary fund manager Coller
Capital Ltd. was working with Irving
Place Capital Management LP to offer a
buyout for LPs in Irving Place's $2.7
billion 2006 fund, people with knowledge
said in February.
Four-fifths of the 113 investors
responding to a Coller Capital survey
released in June had received
restructuring proposals since the financial
crisis, and 19 percent said they had
received more than five proposals.
A restructuring can be as simple as
extending the life of a fund or adjusting
the management fee, says Kirkland &
Ellis partner Michael Belsley. More

complex solutions can
entail a new fund buying
the assets of the old fund
to create a liquidity
option.
The number of
restructurings has
increased in the past
Photo: Greenhill
three years, as LPs have
Cogent
become more
Brian Mooney
comfortable with them,
and are likely to become even more
common, Belsley predicts.
The market will really take off when
major sponsors restructure some old
funds, and as the technique is used more
for funds that aren't yet bumping up
against the end of their legal lives,
advisers and secondary market
participants say.
Big-name GPs are likely to become
more proactive in the secondary market
and to restructure 13- or 14- year-old
funds that are relatively small compared
to the manager's overall asset base,
Greenhill Cogent Managing Director Brian
Mooney said. These deals could take
different forms, including the sale of the
funds' remaining assets to third parties.
One potential wild card is the Securities
and Exchange Commission, which is
monitoring the deals, particularly
so-called "stapled secondary"
transactions, where a new investor buys
LPs' stakes in an old fund, or the funds
assets, and agrees to invest in a new
fund with the same sponsor. Those deals
pose conflicts of interest if the sponsor is
having trouble raising a new fund, Igor
Rozenblit, head of the agency's private
funds unit, said at the Boston conference.
The new investor may pay less to LPs
of the old fund if the manager presses for
a bigger commitment to its new fund.
"In many cases … the unfunded
[commitment to the new fund] is diluting
the value of the secondary transaction,"
he said. "The secondary transaction is of
course owned by a fund to which the
manager owes a fiduciary duty and often
benefits the manager itself because it
keeps them in business and it provides
additional fees. So we’re looking to see
how fiduciary duty is executed in the
context."
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SECONDARIES
Newer Funds Get Higher Prices, Public Pensions Are Sellers, Survey Finds
Newer Funds Trade at Higher Prices

Tail-end funds and challenged funds are priced 10 percent to
15 percent lower than younger funds with "high-quality
managers" on average, according to a study by advisory firm
Greenhill Cogent released today.
Funds less than 10 years old had an average high bid of 93
percent of net asset value during the first half of 2015, compared
to 84 percent for tail-end funds, defined as those at least 10
years old, according to the firm's Secondary Market Trends &
Outlook for July 2015.
“Given that buyers need to receive a reasonable return — both
on an IRR and multiple basis — tail-end funds generally price at
larger discounts because these funds have relatively little, if any,
upside potential in the majority of cases,” according to the report.
Pricing is unlikely to move higher because of the future return
prospects, the report said.
— Ainslie Chandler, Bloomberg Brief

Who's Selling in Secondary Market

The volume of secondary fund position sales by funds-of-funds
is expected to continue to rise, as their need to wind down their
own vehicles increases, the Greenhill Cogent report said. About
15 percent of first-half sales by number, and 6 percent by
volume, were by fund-of-funds.
Financial institutions, meanwhile, are likely to represent less
than 20 percent of sales in 2015, after three years as the largest
seller in the market. They comprised 10 percent of transactions
by number and 8 percent by volume in the first half.
“Nearly all banks that were considering a sale at the end of
2014 put their plans on hold when the Volcker compliance
deadline was extended, and we do not expect this dynamic to
change meaningfully for the remainder of 2015,” the report said.
Public pension funds were the biggest seller by volume during
the first half, participating in more than 35 percent of sales by
volume.
— Ainslie Chandler, Bloomberg Brief

Partners Group Gets 'Pickier' as Prices Rise
Secondaries fund manager Partners
Group committed about 39 percent less
to secondary fund positions in the first
half of the year compared to same period
last year as prices rose.
The firm screened $71.5 billion in
potential secondary fund acquisitions
during the half and bought $1.1 billion of
those, according to a July 16 statemet.
This includes private equity, real estate,
debt and infrastructure. That was down
from $1.8 billion in the first half of 2014,
although it screened only $60 billion
possible investments last year, Co-Chief
Executive Andre Frei said in a July 16
investor call.

“We have decided and we wanted to be
even more selective with regard to
secondary transactions as price levels
have further increased, and we want to
avoid auctions to the largest extent
possible,” Frei said.
Additional liquidity in the broader
market, through asset sales by funds to
strategic buyers and initial public
offerings, has pushed the price of
secondary transactions higher because
near-term cash flow is more certain, he
said.
“As a whole, assets are pricing closer to
NAV than they have historically but there
are pockets in those opportunities where

you can find very attractively priced
assets,” Adam Howarth, co-head of
private equity secondaries, said in a
phone interview. “It’s more of a picker’s
market today than it was five years ago."
The Zug, Switzerland manager is
currently raising a secondaries fund with
a 2 billion euro ($2.2 billion) target,
according to materials from the
Pennsylvania Public School
Employees Retirement System, which
has invested with Partners.
Howarth declined to comment on the
fundraising.
— Ainslie Chandler, Bloomberg Brief
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BY THE NUMBERS
IESE: North America, Northern Europe and Japan Are Most Hospitable to Investment

The U.S. remains the most attractive place in the world to
invest in private equity and venture capital based on its
risk-reward profile, according a report this month from the IESE
Business School.
The U.K. rose two places on the sixth edition of the IESE
VC/PE Country Attractiveness Index to take second place,
following a strong increase in forecast GDP and better

entrepreneurial opportunities because of growing innovation
capacity, according to the report.
Singapore fell two places to fourth, as its expected GDP fell.
Canada and Japan took third and fifth place, respectively.
The index measures 120 countries on indicators including
economic activity, tax and corporate governance.
— Ainslie Chandler, Bloomberg Brief
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COMINGS, GOINGS & SAYINGS

OFF THE BALANCE SHEET

Quebec Pension Hires Gupta; Dachille Named AIG CIO

MSD Capital's Fuhrman
Shows a Fashion Flair

Sanjay Gupta has joined Montreal-based Caisse de Depot et Placement du Quebec
as a senior director of private equity, based in New York. He will focus on fund investing,
as the provincial pension and insurance fund investor aims to globalize its portfolio,
Gupta told Bloomberg Brief. Gupta joins from Zurich-based private equity and real
assets investor Adveq, where he ran their U.S. buyout platform, including
co-investments and secondary investments. He was at Adveq for seven years. As of
December, Caisse de Depot had C$225.9 billion in net assets ($175 million), including
C$22.4 billion in its private equity portfolio.

12

BY AMANDA GORDON, BLOOMBERG
NEWS

— Ainslie Chandler

American International Group Inc. Chief Executive Officer Peter Hancock hired
former colleague Doug Dachille to oversee the insurer’s investment portfolio of more
than $350 billion, and agreed to buy his firm. Dachille, 51, was named chief investment
officer and takes over the duties of William Dooley, who is retiring, New York-based
AIG said in a statement yesterday. The insurer will acquire First Principles Capital
Management, which Dachille founded and which oversees about $10 billion. Dachille
helped build the derivatives group at J.P. Morgan & Co., where Hancock also worked,
and held positions at the bank including co-treasurer and global head of proprietary
trading. The value of AIG's private equity assets averaged about $7.25 billion in the first
quarter.
— Sonali Basak

Photo:Bloomberg / Amanda
Gordon

Glen Fuhrman

John Paulson
wore his shirt
untucked. Other
attendees wore
blue button-downs
and blazers. So
the least preppy,
most fashionable
money manager at
the Watermill
Center Saturday
night was MSD
Capital LP
Co-Managing
Partner Glenn
Fuhrman in a
black-and-white
checked Etro suit.
“You look like a
celebrity,”
exclaimed
Stephanie Roach,
director of the
FLAG Art
Foundation,
founded by
Furhrman to
exhibit and loan

contemporary art.
Roach asked to see the jacket’s lining.
Fuhrman flashed the label’s signature
colorful design before buttoning up and
saying that was for him to enjoy.
This July 25 benefit was held at
avant-garde theater artist Robert Wilson’s
artistic compound in Water Mill, Long
Island.
“It’s very mellow this year,” said
Fuhrman, whose firm invests for Michael
Dell, founder of computer maker Dell Inc.
“Not as much shock value.”
There was no repeat of Lady Gaga and
Marina Abramovic drifting by a naked
woman in a coffin, as seen during 2013’s
benefit.
To see Amanda Gordon's full Scene Last
Night columns on the Bloomberg terminal,
click here.
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Q&A
GPs Race to Put Out Money, Then Rush Back to Fundraising Market: Asante's Hibbert
Many general partners that raised money in the
post-financial crisis years are coming back to the
market to raise new vehicles after aggressively
deploying their last fund's capital, according to
Warren Hibbert, managing partner of
London-based placement agent Asante Capital
Group. High valuations and rapid investment
could result in a lot of “problem children” portfolio
companies, he told Bloomberg Brief's Ainslie
Chandler. The interview has been condensed and
edited.

Q: What are the biggest trends you are
seeing in fundraising at the moment?
A: We’re seeing pipelines of firms raising
funds filling up faster than ever. We’re
certainly near the top of the market, but
GPs are putting money to work fairly
aggressively, which is interesting to
watch. The [deal] pricing is high. Some
are trying to do it intelligently, using a
build-and-buy approach, buying smaller
assets, looking at slightly different
geographies to the extent they can, but
without a doubt putting money to work,
and then looking to launch their next fund
as soon as they can. There’s clearly a
window that’s open and everyone is trying
to raise as much money as they can
within that window.
Broadly speaking, 2016 will be the big,
big year for fundraising. Lots of groups
are racing through the capital they raised
just post-crisis, two or three years ago,
and have put most of it to work and they
are going to be back to raise new funds.
Q: What is the LPs reaction to the GPs
coming back to the market so quickly?
A: LPs have experienced the flip side of
that — a lot of deals been done but a lot
of deals have been exited. Most people
lost in their portfolio companies a year to
two years of operational growth
post-crisis and they have had to make
them up. Typically, you would hold a
business for three to five years, they have
had to hold them for a few extra years. So
the last 24 months have been an exit
mecca. There has been a lot of money
returned, public markets being strong.
The denominator has been pretty high in
terms of AUM at the respective sources of
capital, be it pensions, endowments,

fund-of-funds etc. As a result, they have a
lot of money to put out.
Q: Are funds being raised more
quickly or is the pace steady?
A: It’s still the same as it was a few years
back. It’s bifurcated. Some are going
before they are even announced they are
done. There are some newish or nascent
groups that spun out through the crisis
and are doing pretty well and they are
raising, when they couldn’t raise at all in
'09-'10. If you are good, you are better
than average, you are taking 12 to 18
months. If you are very good you are
taking zero to six months. If you are just
average, you are lucky to raise. You are
probably raising beneath your target and
you are taking 24 months. Everything
less than that is sort of zombies walking
around.
Q: Are particular sectors popular for
fundraising at the moment?
A: Health care and financial services
have been pretty strong. Energy remains
fairly strong, albeit there’s a lot of volatility
in the market. Real estate still does well.
There is about to be a lot of wind in the
sails of infrastructure. A lot of the bigger
groups are coming back. There is a small
number of groups within the sphere of
infrastructure investing globally, relative to
buyout specialists etc. Then emerging
markets. India seems to be very popular
at the moment. Africa as well.
Q: What is driving the interest in India?
A: You’ve had an evolution of managers,
where many lessons learned through
prior funds and have been applied. The
level of corporate governance and
acceptance of private equity within the

system has been far greater, the advisors
are far better attuned to private equity in
terms of diligence, in terms of corporate
governance. As a result, you are seeing
real control managers generating very
serious returns and it’s very interesting.
From a basic top-down approach, you’ve
got strong growth, stronger demographics
than China and a very interesting
dynamic of globalization at play that’s
impacting a number of these middle
market businesses.
Q: What is your biggest concern about
the private equity market?
A: My biggest concern is pricing and rate
of deployment. It’s very, very high, with
high prices alongside.
Q: What do you see the outcome of
that being? Prices have been going up
for some time and there is still more
capital being raised.
A: There will be a lot of problem children
in terms of portfolio companies —
over-levered, expensive portfolio
companies where it’s very difficult to
make a return.
Q: What questions are LPs asking
when you are out raising funds?
A: It’s not really that different to what it’s
always been. There are two fundamental
things that LPs are looking for, and that is
quality of team and track record. If you
are incredibly strong in track record,
backed up by a strong team, almost
regardless of geography, you will raise
capital. They are still very keen to get into
private equity, it is just widely accepted
that prices are very high. Some, on the
margins, some are sitting it out for the
rest of this year. But they are few and far
between.

Age: 39
Based in: London Hometown: Johannesburg
Prior jobs: MVision, Deloitte & Touche
Degrees: Master of Business Science in Finance & Accounting,
University of Cape Town
Best recent vacation: Southern France
Hobbies/favorite pastimes: Triathlons
Favorite sports team: Springboks
If you could have another career it would be: Architect
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LAUNCHES AND COMMITMENTS
Recently Launched/Premarketing
FUND

STRATEGY

REGION

CURRENCY

TARGET (ORIGINAL
CURRENCY)

ABS Capital Partners VIII LP

Growth

North America

USD

400

Alcedo IV Fund

Buyout

Western Europe

EUR

175

Brick Eagle Social Housing Fund

Real Estate

Asia Pacific Emerging

INR

3,500

Centana Growth Partners Fund I

Growth

North America

USD

200

Intesa Sanpaolo Fintech Venture Fund

Venture

Western Europe

EUR

—

Millpond Equity Partners Fund I

Growth

North America

USD

200

Orios Venture Partners Fund II

Venture

Asia Pacific Emerging

INR

9,500

Presidio Investors Fund II LP

Buyout

North America

USD

200

Trive Capital Fund II LP

Buyout

North America

USD

500

Source: Bloomberg Private Equity
Compiled from SEC filings, Bloomberg stories and other press reports. Reports from sources other than Bloomberg have not been verified. All figures in millions.

Recently Disclosed LP Commitments
LIMITED PARTNER

FUND

REGION

STRATEGY

CURRENCY

COMMITMENT
(ORIGINAL
CURRENCY)

TARGET
(ORIGINAL
CURRENCY)

University of Michigan

Visium Healthcare Partners

Asia Pacific
Developed

Debt

USD

50

500

University of Michigan

Silversmith Capital Partners LP

North America

Growth

USD

25

350

New Jersey Division of Investment/The

American Industrial Partners
Capital Fund VI LP

North America

Buyout

USD

200

1,750

New Jersey Division of Investment/The

Excellere Capital Fund III LP

North America

Buyout

USD

50

550

Pennsylvania State Employees' Retirement System

Ridgemont Equity Partners II LP

North America

Buyout

USD

na

1,000

Pennsylvania State Employees' Retirement System

Blackstone Capital Partners VII LP

North America

Buyout

USD

na

16,000

Pennsylvania State Employees' Retirement System

HIG Brazil & Latin America
Partners LP

Latin America and
Caribbean

Buyout

USD

50

685

Pennsylvania State Employees' Retirement System

RRJ Capital III LP

Asia Pacific
Emerging

Buyout

USD

na

4,000

Pennsylvania State Employees' Retirement System

Sterling Group Partners IV LP

North America

Buyout

USD

50

1,250

Pennsylvania State Employees' Retirement System

ADV Opportunities Fund I LP

Asia Pacific
Emerging

Debt

USD

50

500

Pennsylvania State Employees' Retirement System

Lightspeed India I LP

Asia Pacific
Emerging

Venture

INR

15

7,400

Pennsylvania State Employees' Retirement System

Clearlake Capital Partners IV LP

North America

Buyout

USD

50

1,000

Texas Permanent School Fund

European Property Investors
Special Opportunities 4 LP

Western Europe

Real Estate

EUR

55.3

1,000

San Joaquin County Employees' Retirement
Association

Mesa West Real Estate Income
Fund IV LP

North America

Real Estate

USD

na

na

PKA Alternative Investment Partners AS

Private Equity New Markets IV K/S

Asia Pacific
Emerging

Buyout

USD

202.9

na

Public Employees Retirement Association of New
Mexico

Century Focused Fund IV LP

Latin America and
Caribbean

Buyout

USD

30

350

School Employees Retirement System of Ohio

BlueBay Direct Lending Fund II LP

Western Europe

Debt

EUR

55.3

na

Source: Bloomberg Private Equity
Compiled from public disclosures by limited partners. Includes commitments that were scheduled for approval but are not yet approved or whose approval has not been confirmed.
All figures in millions.

Bloomberg Brief

July 29, 2015

Private Equity

15

CLOSES
Recently Closed
FUND

STRATEGY

REGION

CUR

TARGET
(ORIGINAL
CURRENCY)

CLOSED IN
2015 ($)

TOTAL RAISED
TO DATE ($)

ADV Opportunities Fund I LP

Debt

Asia Pacific Emerging

USD

500

463

463

A-Fund II

Venture

Any

USD

100

100

100

Arel Denver II LP

Real Estate

North America

USD

—

29

29

BCE Strategy Bayou City

Buyout

North America

USD

—

—

—

Benchmark Western Real Estate Fund II LP

Real Estate

North America

USD

100

100

100

BlackFin Financial Services Fund II

Buyout

Any

EUR

350

328

331

BOLDstart Ventures III LP

Venture

North America

USD

30

20

20

Carlyle Energy Mezzanine Opportunities Fund II LP

Debt

Any

USD

2,500

2,000

2,000

Carlyle Japan Partners III LP

Buyout

Asia Pacific Developed

JPY

200,000

311

757

CLF Fund II

Real Assets

Asia Pacific Emerging

USD

7,000

3,700

3,700

Conservation Forestry Capital IV LP

Real Assets

North America

USD

250

220

220

Deerfield Healthcare Innovations Fund LP

Venture

North America

USD

550

550

550

DLJ Real Estate Capital Partners V LP

Real Estate

North America

USD

750

179

268

Dragoneer Opportunities Fund II LP

Growth

North America

USD

—

88

88

Envision Ventures Fund I

Venture

North America

USD

100

100

100

Fons Mediterrania Capital II FCR

Growth

Middle East and Africa

EUR

120

5

133

GSR Global M&A Fund

Buyout

Any

USD

5,000

1,000

1,000

Index Ventures Life VII LP

Venture

Any

EUR

—

66

66

Livelihood Impact Fund LP

Venture

Asia Pacific Emerging

USD

30

25

25

Meridian Realty Partners II

Real Estate

North America

USD

250

77

77

Montagu V LP

Buyout

Any

EUR

2,500

2,432

2,430

Northleaf Venture Catalyst Fund

Fund of Funds

North America

CAD

300

67

232

Notion Capital Fund III LP

Venture

Western Europe

USD

150

120

120

Peninsula Fund VI LP

Debt

North America

USD

—

324

324

Searchlight Capital II LP

Buyout

Any

USD

1,500

852

852

Special Situations Realty Partners II

Real Estate

Western Europe

EUR

150

183

182

Trilantic Capital Partners V Europe LP

Buyout

Any

EUR

700

996

994

Source: Bloomberg Private Equity
Compiled from SEC filings, Bloomberg stories and other press reports. Reports from sources other than Bloomberg have not been verified. All figures in millions.
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FUNDRAISING YTD
NORTH
AMERICA

Buyout

LATIN
AMERICA AND
CARIBBEAN

WESTERN
EUROPE

EASTERN
EUROPE

MIDDLE EAST
AND AFRICA

ASIA PACIFIC
DEVELOPED

ASIA PACIFIC
EMERGING

ANY

TOTAL

26,930

—

7,542

—

418

1,236

1,044

49,279

86,449

Debt

7,283

—

3,599

81

—

74

692

19,789

31,518

Fund of
Funds

4,532

—

—

—

—

—

629

4,789

9,950

Real Assets

8,917

809

76

—

61

—

3,787

5,589

19,239

Real Estate

15,696

204

4,263

113

80

—

318

29,459

50,133

117

—

1,170

—

—

—

—

4,783

6,070

Secondary
Venture

9,905

—

512

42

359

615

7,584

2,937

21,954

Growth

2,831

37

1,040

4

475

—

1,114

4,909

10,408

183

—

—

—

—

—

—

3,765

3,949

17,511

254

6,018

—

109

—

2,609

15,462

41,963

Coinvestment
TOTAL

Source: Bloomberg Private Equity
Compiled from SEC filings, Bloomberg stories and other press reports. Reports from sources other than Bloomberg have not been verified. All figures in millions.
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LISTED PRIVATE EQUITY
Shares of most private equity fund managers and business development companies fell over the past week amid declines on market
indexes on both sides of the Atlantic.
— John E. Morris, Bloomberg Brief

Source: Bloomberg. Prices and market caps in local currencies. Updated after the close of the market July 28.
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CALENDAR
Upcoming Limited Partner Meetings
LIMITED PARTNER

DATE

El Paso Firemen & Policemen's Pension Fund

7/29

NOTES

New York State Teachers Retirement System

7/29

See From the Minutes, page 3

San Antonio Fire and Police Pension Fund Board

7/29

Invesment committee report on Western Technology Investors Venture Lending &
Leasing Fund VIII

Chicago Teachers' Pension Fund

7/30

Investment committee meeting. Due diligence presentations on CenterSquare and
Capri Capital

Seattle City Employees Retirement System

7/30

Investment committee meeting

Town of Greenwich, Connecticut Retirement Board

7/30

Tucson Supplemental Retirement System Board

7/30

Judges' Retirement System of Illinois

7/31

Texas Municipal Retirement System

7/31

Milwaukee County Employees' Retirement System

8/3

Pennsylvania Public School Employees' Retirement System

8/5

Fresno County Employees' Retirement Association

8/5

Cook County Pension Fund

8/6

Teachers' Retirement System of Louisiana

8/6

Investment committee meeting

Source: Bloomberg Brief
Compiled from limited partners' websites and press releases.
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