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What we do

1 Choice. Selection from an opportunity set

2 Post-selection performance. Relative to the opportunity set.
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Why is choice in PE so important?

1 Allocation to alternative assets are enormous and have growth substantially.
2 Investment committees (ICs) are “experts.” Or are they?

I Experts? Krishna and Morgan (2001), Kahneman and Klein (2009).
I Finance skills? Andonov, Hochberg, and Rauh (2018).
I Incentive, compensation, reputation, CYA, horizon mis-match.

3 ICs spend most of their time on alternative assets.

4 High investment costs in PE.

5 Closed structure and finite horizon of investment products.
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Data

Preqin
100,506 capital commitments between 1990 and 2019,$3.3 trillion.

I 8,801 LPs from 61 countries.
I Median commitment is $22m.
I Destination of capital is global.
I Buyout, Direct Lending, Distress, Growth, Infrastructure, Mezz., Natural Resources,

Real Estate, and Venture.
F No Secondaries, Co-investments, or Fund-of-Funds.

18,545 unique funds.

CEM Benchmarking

For a subsample, target (policy) and actual weights to PE.
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Measuring performance
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Measuring performance
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Measuring performance
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