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alternative assets.  intelligent data.

Key Factors for a Successful Fundraise
- Steve Standbridge, Managing Partner,

Capstone Partners 

Most investors understand that a 
compelling historical track record 
is a key component of successful 
managers, but what other factors do 
you think are important in identifying 
long-term success of general partners?

A mature private equity market that has 
been through several cycles has given 
us the opportunity to assess why some 
fi rms have fl ourished over time while 
other formerly blue chip fi rms have 
struggled. Outside of track record, there 
are three factors that we consistently see 
in successful fi rms.

The fi rst is clarity and agreement among 
the partners on the strategy and direction 
of the fi rm. With many groups that have 
struggled, it is apparent that at some 
point there was a divergence of opinion 
among the partners as to the size of the 
fi rm, the successive fundraises, and the 
deals in which they invest. We have also 
seen groups try to broaden into different 
verticals or add new product lines. Larger 
fund sizes and broader investment 
theses can be successful, but the trouble 
occurs when there is a split viewpoint 
and infi ghting leads to a collapse of 
communication and lack of focus on 
driving returns. Investors can smoke out 
these differences easily by spending time 
with the partners separately and asking 
pointed questions. 

As the private equity market has become 
more competitive and there is less margin 
for error, fl awless execution on deals is 
critical. In the old world of private equity, 
deals were often done by partners in a 
silo with input from other partners only 
occurring at investment committee or 
weekly meetings. The best fi rms are those 
that execute deals by employing a mix of 
skills. There are people that are great at 
strategic advice, accounting geniuses that 

speak the language of CFOs/controllers 
and can drive reporting focused on key 
drivers of the business, operating people 
who can work miracles on manufacturing 
fl oors, human resource specialists, etc. 
Organizations that can put egos aside 
and tap the best resources available for 
each situation are long-term winners.
 
The third, and often most controversial, 
factor is the division of economics at a 
fi rm. In recent years we have seen many 
spin outs where some of the most talented 
younger partners tire of creating value 
that largely accrues to the senior partners. 
Of course there will always be a hierarchy 
of carry, but the best fi rms provide enough 
incentive and ultimately a succession plan 
that will help keep the best talent within 
the fi rm.

How can investors identify the 
best opportunities with fi rst-time 
fund managers that do not have an 
established track record?

Investing in fi rst-time funds has always 
presented a challenge for investors as 
there is a high degree of execution and 
partnership risk and, in many cases, there 
is not a readily apparent track record 
to analyze. When assessing fi rst-time 
funds, we look for teams that have some 
history of working/investing together, have 
invested in the sector and deal size in 
which the new fund will focus, and have a 
track record that, while maybe not readily 
available, can be pieced together through 
third-party sources and referencing. 

Our team spends an enormous amount of 
time combing through publicly available 
sources to verify deal information. We will 
also call every CEO and most CFOs of 
the relevant companies to verify the roles 
specifi c team members played in sourcing 
the deal, providing ongoing value to the 

management team, and in exiting the 
company. As a placement agent, we 
can help investors get through this type 
of analysis, but they still must have the 
patience and available resources to verify 
these key attributes on their own.

What is the best advice you can 
give to an investor looking to begin 
relationships with successful 
fund managers that are usually 
oversubscribed?

The current private equity market 
consists of a small percentage of groups 
rapidly reaching their hard-cap and the 
rest going through a more traditional 
extended fundraise. This phenomenon 
requires investors to be more aggressive 
and proactive in identifying and building 
relationships with the top-tier managers 
– often in advance of the anticipated 
fundraise. Most sophisticated investors 
keep detailed forward calendars and 
often call us to inquire about interesting 
groups that we are seeing. It is critical for 
investors to be constantly working through 
their network of other investors, existing 
managers, attorneys and placement 
agents to fi nd ways to get introductions to 
the top-tier managers. 

Once an introduction is made, the investor 
needs to fi nd a time to meet with the 
manager and then continue an informed 
dialogue. General partners will look 
favourably on those investors that have 
given them unique insight into other deals 
going on in the market and best practices 
they are seeing from their other general 
partner relationships. The objective is to 
convince the manager they want to make 
room for your institution when it comes 
time to make allocation decisions for their 
oversubscribed fund.
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