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U.S. buyout and mezzanine fundraising ($B)

Data is as of September 18, 2018
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Investors in third-quarter 2018 were 
simultaneously frustrated by the 
power held by in-demand general 
partners and yet competing for 
their approval across a wide variety 

of fund types.
GPs raised $135.8 billion over the first 

three quarters of 2018, versus $174.9 billion 
in the year-earlier period.

While 2018 isn’t on pace to match 2017’s 
frenzied PE fundraising, limited partners 
don’t feel as if the market is slowing.

And PE’s sustained popularity has encour-
aged new managers and approaches, giving 
investors access to a greater variety of fund 
types.

One common complaint is that GPs are 
coming back to market faster than before, 
often with significantly larger funds. This 
raises doubts about their ability to scale up 
effectively and about the speed at which 
investors’ capital will be put to work.

“LPs are a funny group,” says Scott Reed, 
co-head of PE at Aberdeen Standard Invest-
ments. “Out of one side of their mouth 
you’re going to hear them complaining 

vociferously about managers coming back 
too quickly raising too much capital, rais-
ing funds that are going to sit on the shelf 
for six months until they’re activated, and 
they’re expressing a lot of frustration around 
that.

“On the other side of their mouth they’re 
angling as hard as they can with those GPs 
for as much allocation as possible, which 
just feeds the beast.” he said.

Beyond the raw numbers, LPs are seeing 
in-demand managers come back to market 
quicker, raising some concern about GPs 
raising too much money too quickly, accord-
ing to NEPC’s Sean Gill.

Successful GPs will often increase the size 
of a successor fund, sometimes dramatically, 
and LPs are skeptical whether strategies will 
scale up as neatly as GPs claim.

“Historically LPs see size as somewhat 
the enemy of performance,” Gill said. “As 
funds get bigger, conventional wisdom says 
that performance will deteriorate or move 
toward the average.”

By the numbers, 2018 has seen fewer 
allocations to megafunds, with $36.3 bil-

Christian Kallen, managing director on the fund-
investment team, Hamilton Lane.  Photo courtesy of 
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