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There is a proliferation of funds in market in 2014 and all 
indications are that 2015 will also be very crowded. How 
would you advise a fund manager that is contemplating a 
new fundraise?

Through our presence in the main placement markets around 
the world, we have seen a steady but substantial increase in 
the number of funds seeking to raise capital. Preqin’s headline 
number is over 2,000 funds across all strategies including private 
equity, credit, infrastructure, real assets and real estate. This 
number may be understated since it refl ects only those funds that 
have announced their intention to raise capital. Our “mapping” 
of the fundraising markets into 2015/2016 would suggest that 
these volumes will remain high, adding pressure to an already 
very competitive environment. The good news, however, is that 
institutional investors have renewed confi dence and have capital 
to deploy into a broader range of investment strategies and 
across different regions. 

Fund managers, therefore, have good reason to feel optimistic 
as they consider their next fundraise. However, we wave the fl ag 
of caution. The fundraising market has changed signifi cantly 
over the last few years. Competition is intense, the institutional 
investor landscape has changed and investors are more selective 
in their choice of funds with a clear shift to differentiated, value-
based strategies.

We encourage fund managers to be more thoughtful about their 
next fundraise and plan far in advance. “Pre-marketing” will be 
key to a successful fundraise, not the hard sell once the fund 
has been launched. So many fund managers see fundraising 
as a one-off selling event which comes around every four to fi ve 
years. There can be few other industries which work on this basis. 
All successful sales events, whether for the launch of a new car, 
a consumable product or a service, are driven off the back of a 
well-orchestrated marketing plan. Why not private equity?

What are the typical expectations of a fund manager when 
planning a fundraise?

Ask most managers for a list of wishes during a fundraise and it 
will include: (i) an effi cient process, minimizing time, resources 
and cost; (ii) short duration of less than one year; (iii) successful 
fi rst and fi nal close; (iv) strong, diversifi ed investor base; and (v) 
back-to-business ASAP.

These same fund managers will nevertheless recognize the 
challenges of a fundraise and the reality of their own particular 
business: (i) fundraising is taking on average 16 months to fi nal 
close; (ii) a number of funds are falling short of target or have 
been abandoned; (iii) their existing investor base is shaky and 
re-ups are uncertain; (iv) their competitors are in market at the 
same time; and (v) they have some potential issues (maybe 
team, strategy, capital deployment, performance, etc.).

All of these concerns should be dealt with in advance of the 
fundraise as part of a marketing plan to ensure that the fi rm is well 
positioned and communicating a strong, compelling message to 
the investor community before and during the raise.

How are these expectations aligned to those of institutional 
investors?

Institutional investors will generally have a different time-line 
and set of objectives to those of a fund manager. Investors will 
have a longer term view on asset allocation and the selection of 
funds, particularly in the case of new manager relationships. In 
addition, investors need to work within the constraints of their 
own fundraising and/or regulatory changes which may affect 
their ability to deploy capital in the short term. 

A recurring statement from investors during a fundraise is “Well, 
we really like the team, their strategy and the fi rm’s positioning in 
the market, but we would like to sit back and follow the manager 
over the coming years before committing to their fund.”

Investors want time – they want to build familiarity with the 
manager and they want to feel confi dent that the manager can 
deliver on all fronts. Of course, there are investors who can and 
will respond quickly to a new fundraising opportunity without the 
need to wait-and-see. However, this will most likely be driven 
by prior knowledge of the manager and a “buzz” in the market 
surrounding the manager and the fundraise. Building familiarity 
and creating the “buzz” is where pre-marketing comes into play.

What would you recommend to bridge this gap and help a 
fund manager meet their expectations?

Why do the large private equity fi rms continue to have successful 
fundraises? It is not because their performance is better than 
that of smaller, mid-market fi rms. It is not because they have a 
unique or highly differentiated investment strategy. It is not that 
they are investing in a non-competitive environment, optimizing 
returns through prudent fi nancial structures. These fi rms all have 
large organizations and infrastructure employing sophisticated 
marketing strategies. These fi rms are engaging with investors 
before, during and after the fundraise. Their story is well-crafted 
and fi ne-tuned to the market opportunity and, importantly, to 
investor sentiment. They have a continuous program of building 
investor familiarity and trust. They are omnipresent in the press, 
at conferences and at investor forums. They invest in marketing 
and not just in fundraising.

This focus on pre-marketing can also be pursued by small and 
mid-cap fi rms in private equity, credit, infrastructure and real 
estate. It requires a deliberate and conscious effort by the fund 
manager but can be achieved on a cost effective basis with 
the support and direction of a placement agent. In this respect, 
placement agents and other professional distribution channels 
can bring a real value-add to the needs of the market.

The Importance of Pre-Marketing

David Chamberlain, Capstone Partners
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Fundraising is an expensive exercise for many fund 
managers, even if it is an event which only takes place every 
four to fi ve years. How can a fund manager mitigate this 
cost?

Fundraising is an expensive exercise. Costs are not limited to 
just placement fees but include legal, promotional, audit, public 
relations, travel and other expenses which can be substantial. 
In addition, there is the important cost of time and dedication of 
senior partner resources. From a marketing perspective, these 
factors should be seen as an investment rather than a cost. A 
fi rm will have spent a lot of money and time in raising their last 
fund and this investment should be exploited rather than just 
written-off as an expense. A good marketing plan will build upon 
the knowledge and hard work invested in the prior fundraise. 
It is important to actively cultivate relationships with investors 
who expressed interest but could not invest in a previous fund. 
Investors, in general, are happy to share their views and opinions 
which can feed the marketing plan, enabling the fund manager to 
address key issues and refi ne the message to the market.

What benefi ts can a good marketing program bring to fund 
managers?

In terms of fundraising, a good marketing program should allow 
a fund manager to have a reasonable chance of realizing some 
of the wishes mentioned earlier and dealing effectively with the 
various concerns. Marketing should help to establish and build a 
brand. It should allow a fi rm to position itself fi rmly in the market 
in relation to its competitors, with a story which resonates well 
and which will attract interest. Marketing will provoke critical 
analysis from investors and other interested parties, enabling the 
fi rm to identify issues and deal with them ahead of a fundraise. 
It should drive a fi rm to adopt best practices, anticipate changes 
and be responsive to new areas of investor interest. An effective 
marketing campaign will create the “buzz”; it will build investor 
awareness and confi dence and will allow the fi rm to execute a 
timely and successful fundraise. Finally, marketing will allow the 
fund manager to make an educated decision on when to launch 
the fundraise. In a competitive environment, such as we have 
today, timing is crucially important and should be driven by a 
belief that all key components in the fi rm are aligned and that 
investors are ready to move.

What are the attractions of a good marketing program for an 
institutional investor?

We clearly see the benefi ts for investors of a properly executed 
marketing program and they continue to tell us of the value they 
get from this. 

A pre-marketing program allows investors to meet periodically 
with a fund manager in a different environment which does 
not require an investment decision. The conversation tends 
to be different, more relaxed and less aggressive. The fund 
manager is not trying to sell anything but rather to explain the 
strategy, positioning and objectives of the fi rm. It allows for a 
frank exchange of views which can help the fund manager 
better fi ne-tune their offering. Over time this interaction will build 
familiarity and trust, creating a basis from which the investor can 
more easily assess with confi dence a fund investment. This is 
particularly important if the fund manager is presenting a new 
strategy or regional exposure to an investor.

A period of marketing will allow an investor to benchmark and 
compare the fund manager with other competitors. If properly 

researched and explained, this can ultimately benefi t the fund 
manager. Investors will appreciate transparent, good reporting 
and will spend time following portfolio company developments. 

An increasing number of investors have appetite for co-
investments and secondary opportunities. Pre-marketing 
discussions will bring this to the forefront and create opportunities 
to possibly engage ahead of a fundraise.

Pre-marketing is essential to enable an investor to position 
the fund manager in its forward commitment calendar thus 
allocating both potential capital and internal resources to carry 
out due diligence. It also will allow investors to consider possible 
investment committee issues early on, prior to the fundraise. 
Finally, pre-marketing can give valuable guidance to an investor 
as to whether the fund will be over-subscribed, leading to 
potential allocation issues.  

What specifi c actions do you put in place to help market a 
fund manager?

A typical marketing program will comprise three key components: 
(i) positioning, story and documentation; (ii) pre-marketing 
meetings with both existing investors and a small number of 
qualifi ed prospective future investors and (iii) press, public 
relations and events.

Each component will obviously depend on the unique and 
specifi c situation of a fund manager. The work of positioning 
and story requires vision from the fund manager and objectivity 
from the placement agent. It requires comparative analysis 
and careful crafting to identify and explain a fund manager’s 
unique skills, differentiation and relative position in their market. 
Documentation should be best-in-class and accurately refl ect the 
image and ambitions of the fund manager. It should not be over-
complicated nor too detailed but simple and clear in its message. 
It is important to remember that this is not fundraising material.

Pre-marketing meetings should be selective and well-
orchestrated. They are to build familiarity and ultimately a long-
term relationship between the investor and the fund manager. 
They should be held periodically but not too often and bring 
valuable insight to the investor. A fund manager may wish to focus 
the marketing effort on a particular geography or type of investor. 
All such investor contact needs to be managed, measured and 
recorded allowing the fund manager and placement agent to 
refi ne the list of contacts and build a qualifi ed book of prospective 
investors ahead of the planned fundraise.

It is important to be seen and to be heard in the right circles. 
A fund manager should be seen as a point of reference and 
heard as a voice of authority on matters close to the fi rm’s area 
of investment activity. We work with communication specialists 
to ensure that the fund manager shares their views in the 
press, keeping the fi rm in the forefront with investors and other 
interested parties. We will also encourage fund managers to 
be recognized participants at selected conferences and other 
networking events, again speaking with authority and expertise 
to promote the excellence of the fi rm.

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. www.csplp.com


