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What have been the key trends for 
private equity fundraising in 2014?

As you would expect, each strategy, 
sector and region has a different story 
to tell. The North American market has 
been particularly buoyant, fuelled by 
abundant debt, a growing economy and 
the shale boom. This has been refl ected 
in fundraising, with strong investor 
appetite for energy and natural resources 
strategies alongside more traditional 
leveraged buyout funds. Time will tell 
whether current valuations and debt 
levels will be sustained. In Europe, the 
dynamics have been somewhat different. 
Value investing has been the big theme 
at play during 2014, led by private debt 
funds, a growing belief in a recovery in 
Southern Europe and a resurgence in UK 
domestic buyouts. In other sectors and 
strategies, investors have been waiting 
on the sidelines for, what could be, a very 
active 2015-2016, with many great fi rms 
returning to the fundraising trail.  

Have you seen changes in the ways 
that GPs have been fundraising?

The fundraising environment is certainly 
enjoying the benefi ts of a more stable 
and robust economy. In North America, 
we see strong growth in industrial 
production, GDP and employment, 
driven in part by low interest rates and 
falling energy costs. In Europe, where 
many investors have been underweight, 
we see new value opportunities arising 
from improved fi nancial stability in 
the Eurozone albeit with low growth 
prospects in a number of member states. 
As a result, investors are back with 
money to spend and fund managers are 
coming to market in increasing numbers 
to raise new funds. 

We have had the good fortune to 
represent a number of clients who have 
been able to take advantage of the strong 
market and complete rapid fundraises, 
but the reality of lengthy fundraises for 
most GPs will remain unchanged. Fund 
managers and their placement agents 
will be preparing for what could be a 
long and arduous campaign, reaching 
out to a large universe of prospective 
investors in a process which is currently 
lasting at least 16 months through to fi nal 
closing. In contrast to this, we have seen 

the emergence of a number of GPs who 
have come to market with ‘high-demand-
offerings’ (HDO), raising capital at the 
hard-cap from a select group of investors 
in a short, contained fundraising process. 
These HDOs set a high-bar standard for 
the rest of the fundraising community.

What are your predictions for private 
equity in 2015?

This should be a great vintage year 
for fundraising, particularly in Europe. 
We also see this as being the year of 
the HDO. We anticipate many funds 
coming to market across all regions 
and strategies. In certain markets, we 
will also see the return of a number 
of outstanding fi rms with a relatively 
unique, differentiated strategy, a strong 
alignment of interests with their investors 
and/or simply a long, successful track 
record. It will be a challenging time 
for investors, for GPs and also for 
placement agents. We anticipate a lot of 
competition in the pan-European market 
where funds, already in market in 2014, 
will be competing hard against new fund 
launches from a number of established, 
successful buyout fi rms. The domestic 
lower mid-market in the UK witnessed 
some great fundraising successes in 
2013/2014, with a couple of HDOs, 
possibly consuming a lot of investor 
allocations. In 2015, we nevertheless 
expect the trend to continue as we are 
already aware of an HDO from one of the 
newer, less established fi rms operating 
in the lower end of the UK market. 

France, on the other hand, may stand out 
in sharp contrast where supply may well 
outstrip demand, due to a combination of 
a weak economy and an over-abundance 
of fundraises. Germany remains the big 
enigma - a robust economy, together with 
a large entrepreneurially-led industrial 
business community and yet relatively 
few private equity deals and relatively 
few private equity fund offerings. We may 
well look back on 2014 as being a good 
vintage year for German fundraises, 
while 2015 will revert to the norm. 

Finally, in the Nordics, we see two 
contrasting sides to the fundraising 
market. Many of the large, established 
pan-Nordic fi rms raised capital in 
2013/2014. We anticipate little in the 

way of new fundraises in 2015 at this 
end of the market. The more domestic, 
lower mid-market, however, will continue 
to provide a good choice of funds in 
2015, refl ecting the quality and strength 
of private equity in the region. However, 
many of these fi rms have loyal and 
supportive investors and so gaining 
access may be a challenge for new 
investors.

As it relates to North America, we expect 
the market to remain broadly strong with 
particular focus in differentiated middle-
market strategies and funds, assuming 
all prices stabilize. There will continue 
to be mega funds raised but there will 
clearly be winners and losers in these 
funds.

How would you describe an HDO?

In very basic terms, an HDO is where the 
demand from investors far out-strips the 
amount of available capital, resulting in 
a fundraise which is quickly completed 
at the hard-cap. However, a successfully 
executed HDO involves much more. 
It requires careful planning, good 
communication and expert execution 
to mitigate the risks and ensure a 
successful outcome which satisfi es all 
constituents. HDOs have traditionally 
been the privilege of a small number of 
venture capital fi rms in the US, allowing 
GPs to hand pick their investors in a 
process which involved little marketing 
or quantitative due diligence. In more 
recent times, we have seen certain GPs 
taking advantage of strong investor 
demand to raise sizeable funds and, in 
some cases, securing premium terms. All 
of these fund managers and their HDOs 
share the same characteristics: a strong 
market position, a proven, differentiated 
investment strategy and an outstanding 
track record. 

What are the ingredients for a 
successful HDO?

Irrespective of a GP’s track record and 
investment strategy, a successful HDO 
requires a plan, clear communication 
with prospective investors and expert 
execution. The key objectives of a GP 
should be to raise the fund within a short, 
clearly defi ned timeframe and to build a 
diversifi ed base of investors who will be 
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supportive to the longer term ambitions 
of the GP.  To achieve this, it will be 
necessary to execute on the following:

• Identify the aspirations, objectives 
and expectations of investors to 
ensure that they are compatible with 
those of the GP;

• Build investor awareness and 
qualifi ed interest ahead of the 
fundraise through a carefully 
planned pre-marketing campaign;

• Carefully allocate capital across 
investors to ensure proper balance;

• Select a small group of investors 
who will be recognized as ‘thought 
leaders’ to lead the closing and 
negotiate fund terms;

• Establish an intensive but achievable 
timetable for the completion of the 
fundraise;

• Ensure that all documentation is well 
prepared, ahead of the launch of the 
fundraise;

• Be effi cient and maximize the use of 
GP time by organizing meetings at 
the GP’s offi ce, minimizing the cost 
and time of travel;

• Communicate clearly and regularly 
with prospective investors and 
dynamically manage allocation 
expectations.

What types of risks can be associated 
with an HDO?

Although a fundraise may reach its 
fi nancial target, a badly managed HDO 
could result in reputational risk for the GP 
and an unhappy group of investors. 

Timing: The timing of pre-marketing and 
launch of the fundraise will be critical. If 
poorly judged, it may result in a delayed 
or prolonged fundraise with a subsequent 
loss of momentum. It is therefore 
important to know what the forward 
calendars of targeted investors look like 
and time the fundraise accordingly.

LP interest & allocations: Substantial 
investor interest in the fund can lead to 
a chaotic process. Investors will jockey 
for their desired allocation with little 
attention given to the best interests of the 
fund. It is therefore important to identify 
thought leaders among the targeted 
investors and manage investor allocation 
expectations early on in the process. 
The GP and its placement agent should 
communicate clearly and try to avoid 
allocation surprises for LPs late in the 
process.

Fund terms: Existing investors may 
move early to try to drive fund terms. 

It is therefore recommended to work 
early with the thought leaders and have 
a good knowledge of their ‘hot buttons’, 
managing fairly the expectations and 
objectives of both the GP and key 
investors. Also, GPs who sense a lot of 
demand are often tempted to raise as 
much capital as possible. Targeting too 
large of a fund can be a quick turn off to 
investors and can change the dynamic of 
the raise.

Timeline: A fundraise will lose momentum 
without a clearly defi ned timeline for 
investor meetings, due diligence, 
negotiation of subscription documents 
and the closing date. Investors may 
also seek to impose their own timetable, 
frustrating the GP and other investors. 
It is therefore critical that a realistic 
timeline be communicated at the launch 
of the fundraise, that documentation is 
complete and that investors are given the 
necessary attention for them to be able 
to adhere to the timeline. This requires 
experience and close collaboration 
between the GP and its placement agent. 

Capstone Partners

Founded in 2001, Capstone Partners is a leading independent placement agent focused on raising capital for private equity, 
credit, real assets and infrastructure fi rms from around the world.

David Chamberlain is a Managing Partner in the European offi ce of Capstone Partners and is responsible for fundraising and 
origination in the United Kingdom. David also oversees business development with new clients within Europe.

www.csplp.com


