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Introduction to Private Markets 
Presented by Josh Lerner

 

Private capital refers to private investments encompassing a number of asset classes. Interests in these 

assets are typically arranged as limited partnerships with investors referred to as LPs. General partners, or GPs, 

act as the investment managers, who call and deploy capital from the LPs. Some of the most common types of 

assets that fall under the private capital umbrella are buyouts, venture capital (VC), real estate, infrastructure, 

private debt, and natural resources.  

Buyouts occur when a buyer acquires more than 50% of a company leading to a change of control. Buyout 

groups attempt to add value to the newly acquired company (frequently one that is already well established) 

through operational improvements and usually use debt to magnify their returns. Venture capital funds, on the 

other hand, manage investments in high-growth opportunities in start-ups and other early-stage companies. VC 

can be attractive to entrepreneurs as VC groups offer numerous benefits including mentorship, credentialing, 

and faster scaling, in addition to capital. In fact, VC has had a profound impact on the world and markets, with 

seven of the ten largest public companies in the world by market cap being VC-backed. 

Distinct trends can be observed in the historical performance and behavior of private markets. One of the 

fundamental characteristics of private markets is cyclicality, which can be observed in performance as well as 

in fundraising and investment. Interestingly, the highs and lows of fund performance are highly counter-

Key Points 

• Private capital refers to private investments encompassing a number of asset classes, including 

venture capital (VC) and buyouts. 
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• Private markets are cyclical but have historically outperformed public markets both overall and 
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cyclical. That is, funds raised during peak fundraising years tend to underperform, while funds raised during 

low fundraising years tend to perform quite well.  

Despite this cyclicality, private markets are expanding rapidly. This growth can be seen through large 

increases in fundraising, investment, and dry powder over the past two decades. This has resulted in more 

activity and competition as well as larger deal sizes. While private equity continues to outperform public 

markets on an unadjusted basis (though less dramatically than in earlier decades), how to properly account for 

illiquidity and risk remains controversial. 

The industry is continuing to innovate and change as illustrated by the rise in co-investing, secondary 

markets, and special purpose acquisition companies (SPACs). Co-investments are investments made directly in 

a company rather than through a fund, thus avoiding management fees and providing more flexibility and 

control to LPs. The market is also evolving through increased activity in secondary transactions, which involves 

the buying and selling of pre-existing LP commitments to funds or fund restructurings. Finally, the private 

markets are experimenting with new products through the recent rise in SPACs. SPACs are public shell 

companies set up with the goal of finding a private company to take public via a merger and may offer a way 

for more investors to access private markets. These new innovations demonstrate how the industry continues to 

evolve and change to meet investor preferences by offering new products and investment solutions. 
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assurances that the information is complete or accurate, and you should not place any reliance on said information. State Street Global Markets hereby disclaims any 
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This document may contain statements deemed to be forward-looking statements. These statements are based on assumptions, analyses and expectations of State Street 
Global Markets in light of its experience and perception of historical trends, current conditions, expected future developments and other factors it believes appropriate 
under the circumstances. All information is subject to change without notice. Clients should be aware of the risks trading fo reign exchange, equities, fixed income or 

derivative instruments or in investments in non-liquid or emerging markets. Derivatives generally involve leverage and are therefore more volatile than their underlying cash 
investments. Past performance is no guarantee of future results. 

The products and services outlined in this document are generally offered in the United States and Latin America by State Street Bank and Trust Company. This 

communication is made available in Japan by State Street Bank and Trust Company, Tokyo Branch, which is regulated by the Financial Services Agency of Japan and is 
licensed under Article 47 of the Banking Act. EMEA:  (i) State Street Bank and Trust Company, London Branch, authorised and regulated by Federal Reserve Board, 
authorised by the Prudential Regulation Authority, subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. 

Details about the extent of regulation by the Prudential Regulation Authority are available upon request; and/or (ii) State Street Bank International GmbH, authorised by 
Deutsche Bundesbank and the German Federal Financial Supervisory Authority and, in respect of State Street Bank International GmbH, London Branch, subject to limited 
regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of regulation by the Financial Conduct Authority and Prudential 
Regulation Authority are available upon request.  Brazil: The products in this marketing material have not been and will not be registered with the Comissão de Valores 
Mobiliários - the Brazilian Securities and Exchange Commission ("CVM"), and any offer of such products is not directed to the general public within the Federative Republic 
of Brazil ("Brazil"). The information contained in this marketing material is not provided for the purpose of soliciting investments from investors residing in Brazil and no 
information in this marketing material should be construed as a public offering or unauthorized distribution of the products within Brazil, pursuant to applicable Brazilian 
law and regulations. The products and services outlined in this document are generally offered in Canada by State Street Bank and Trust Company. This communication is 
made available in Hong Kong by State Street Bank and Trust Company which accepts responsibility for its contents, and is intended for distribution to pro fessional 
investors only (as defined in the Securities and Futures Ordinance). Information provided is of a general nature only and has not been reviewed by any regulatory authority 

in Hong Kong. This communication is made available in Australia by State Street Bank and Trust Company ABN 70 062 819 630, AFSL 239679 and is intended only for 
wholesale clients, as defined in the Corporations Act 2001. This communication is made available in Singapore by State Street Bank and Trust Company, Singapore 
Branch (“SSBTS”), which holds a wholesale bank license by the Monetary Authority of Singapore. In Singapore, this communication is only distributed to accredited, 

institutional investors as defined in the Singapore Financial Advisers Act (“FAA”). Note that SSBTS is exempt from Sections 27 and 36 of the FAA. When this 

communication is distributed to overseas investors as defined in the FAA, note that SSBTS is exempt from Sections 26, 27, 29 and 36 of the FAA. This advertisement has 
not been reviewed by the Monetary Authority of Singapore. The products and services outlined in this document are m ade available in South Africa through State Street 
Bank and Trust Company, which is authorized in South Africa under the Financial Advisory and Intermediary Services Act, 2002 as a Category I Financial Services 

Provider; FSP No. 42671. This communication is made available in Israel by State Street Bank and Trust Company, which is not licensed under Israel’s Regulation of 
Investment Advice, Investment Marketing and Portfolio Management Law, 1995. This communication may only be distributed to or used by investors in Israel which are 
“eligible clients” as listed in the First Schedule to Israel’s Regulation of Investment Advice, Investment Marketing and Port folio Management Law 1995. This 

communication is made available in Qatar by State Street Bank and Trust Company and its affiliates. The information in this communication has not been reviewed or 
approved by the Qatar Central Bank, the Qatar Financial Markets Authority or the Qatar Financial Centre Regulatory Authority, or any other relevant Qatari regulatory body. 
This communication is made available in Malaysia by State Street Bank and Trust Company, which is authorized and regulated by the Federal Reserve Board. State Street 
Bank and Trust Company is not licensed within or doing business within Malaysia and the activities that are being discussed are carried out off-shore. The written materials 

do not constitute, and should not be construed as constituting: 1) an offer or invitation to subscribe for or purchase securities or futures in Malaysia or the making available 
of securities or futures for purchase or subscription in Malaysia; 2) the provision of investment advice concerning securities or futures; or 3) an undertaking by State Street 
Bank and Trust Company to manage the portfolio of securities or futures  contracts on behalf of other persons. This communication is made available in Turkey by State 

Street Bank and Trust Company and its affiliates. The information included herein is not investment advice. Investment adviso ry services are provided by portfolio 
management companies, brokers and banks without deposit collection licenses within the scope of the investment advisory agreements to be executed with clients. Any 
opinions and statements included herein are based on the personal opinions of the commentators and authors. These opinions may not be suitable to your financial status 
and your risk and return preferences. Therefore, an investment decision based solely on the information herein may not be appropriate to your expectations. This 

communication is made available in United Arab Emirates by State Street Bank and Trust Company and its affiliates. This communication does not, and is not intended to, 
constitute an offer of securities anywhere in the United Arab Emirates and accordingly should not be construed as such. Nor does the addressing of this communication to 
you constitute, or is intended to constitute, the carrying on or engagement in banking, financial and/or investment consultation business in the United Arab Emirates under 

the rules and regulations made by the Central Bank of the United Arab Emirates, the Emirates Securities and Commodities Authority or the United Arab Emirates Ministry 
of Economy. Any public offer of securities in the United Arab Emirates, if made, will be made pursuant to one or more separat e documents and only in accordance with the 
applicable laws and regulations. Nothing contained in this communication is intended to endorse or recommend a particular course of action or to constitute investment, 
legal, tax, accounting or other professional advice. Prospective investors should consult with an appropriate prof essional for specific advice rendered on the basis of their 
situation. Further, the information contained within this communication is not intended to lead to the conclusion of any cont ract of whatsoever nature within the territory of 
the United Arab Emirates. This communication has been forwarded to you solely for your information, and may not be reproduced or passed on, direct ly or indirectly, to any 
other person or published, in whole or in part, for any purpose. This communication is addressed only to persons who are professional, institutional or otherwise 
sophisticated investors. This communication is made available in Saudi Arabia by State Street Bank and Trust Company and its affiliates. The information contained in this 
communication is not intended to invite or induce any person to engage in securities activities nor does it constitute an offer to sell securities or the s olicitation of an offer 
to buy, or recommendation for investment in, any securities within the Kingdom of Saudi Arabia or any other jurisdiction. The information in this communication is not 

intended as financial advice. Moreover, this communication is not intended as a prospectus within the meaning of the applicable laws and regulations of the Kingdom of 
Saudi Arabia or any other jurisdiction and this communication is not directed to any person in any country in which the distribution of such communication is unlawful. 
This communication provides general information only. The information and opinions in this communication are stated as at the date indicated. The information may 
therefore not be accurate or current. The information and opinions contained in this communication have been compiled or arrived at from sources believed to be reliable 

in good faith, but no representation or warranty, express or implied, is made by State Street Bank and Trust Company and its affiliates as to their accuracy, completeness 
or correctness. This communication is made available in South Korea by State Street Bank and Trust Company and its affiliates, which accept responsibility for its 
contents, and is intended for distribution to professional investors only. State Street Bank and Trust Company is not licensed to undertake securities business within South 

Korea, and any activities related to the content hereof will be carried out off-shore and only in relation to off-shore non-South Korea securities. This communication is 
made available in Indonesia by State Street Bank and Trust Company and its affiliates. Neither this communication nor any copy hereof may be distributed in Indonesia or 
to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable Indonesian capital market laws and regulations. 
This communication is not an offer of securities in Indonesia. Any securities referred to in this communication have not been registered with the Capital Market and 
Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the 

Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market 
law and regulations. This communication is made available in Oman by State Street Bank and Trust Company and its affiliates. The information contained in this 
communication is for information purposes and does not constitute an offer for the sale of foreign securities in Oman or an invitation to an offer for the sale of foreign 
securities. State Street Bank and Trust Company is neither a bank nor financial services provider registered to undertake bus iness in Oman and is neither regulated by the 
Central Bank of Oman nor the Capital Market Authority.  Nothing contained in this communication report is intended to constitute Omani investment, legal, tax, 

accounting, investment or other professional advice. This communication is made available in Taiwan by State Street Bank and Trust Company and its affiliates, which 
accept responsibility for its contents, and is intended for distribution to professional investors only. State Street Bank and Trust Company is not licensed to undertake 
securities business within Taiwan, and any activities related to the content hereof will be carried out off-shore and only in relation to off-shore non-Taiwan securities. 

Peoples Republic of China (“PRC”). This communication is being distributed by State Street Bank and Trust Company. State Street Bank and Trust Company is not 
licensed or carrying on business in the PRC in respect of any activities described herein and any such activities it does carry out are conducted outside of the PRC. These 
written materials do not constitute, and should not be construed as constituting: 1) an offer or invitation to subscribe for or purchase securities or futures in PRC or the 



 

 

Information Classification: Limited Access 

Page 4                                 3744939.1.1.GBL.  

making available of securities or futures for purchase or subscription in PRC; 2) the provision of investment advice concerning securities or futures; or 3) an undertaking by 
State Street Bank and Trust Company to manage the portfolio of securities or futures contracts on behalf of other persons. 

Products and services may not be available in all jurisdictions. Please contact your State Street representative for further information. SSA MMD 2021-02 

To learn how State Street looks after your personal data, visit: https://www.statestreet.com/utility/privacy-notice.html. 

© 2021 State Street Corporation – All Rights Reserved 

https://www.statestreet.com/utility/privacy-notice.html

