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Private equity performance: carried interest 
and the persistence of quartile rankings
Introduction

Private equity portfolios have the potential to create value 
for investors over many years. This feature reflects the 
relatively long-term nature of the asset class, with funds 
often following a lifecycle of 10 years or longer. As a 
result, the performance of mature private equity funds is 
highly relevant to investors, not least since the secondary 
market has made it possible to pro-actively manage 
private equity portfolios and dispose of fund positions 
perceived as offering limited remaining upside.

Pantheon has undertaken a number of research studies 
that have investigated the residual value that might be 
expected from mature private equity portfolios1, as well 
as the early “tells” that have the potential to indicate how 
a given portfolio is likely to perform compared to peers2. 

Both of these studies aimed to assist private equity 
professionals in assessing the potential trade-offs of 
selling out of certain positions as opposed to the more 
passive approach of retaining them until maturity. 

In this paper we explore two additional features of the 
lifecycle of private equity funds3. In Section 1, we examine 
the potential impact of carried interest (“Carry”) in aligning 
private equity managers (“GPs”) with their clients (“LPs”) 
in terms of generating strong performance later in the 
fund’s life. In Section 2, we consider the extent to which 
private equity funds have historically “jumped” across 
quartile rankings. The implication here is that the stickier 
or more persistent the quartile ranking of a fund at an 
early stage, the more visibility one has over the potential 
future performance of a private equity portfolio. 

Both of these issues are directly related to our previous 
research in this area and should help provide readers with 
an additional set of considerations to bear in mind when 
assessing portfolios.

1 See “Residual value in mature private equity funds”, Pantheon InFocus, November 2014.
2 See “Early indicators of private equity fund performance”, Pantheon InFocus, July 2014.
3 Throughout this InFocus article we used the Preqin fund-level cash-flow dataset for our empirical analysis.
4 We describe the IRR achieved by an investor who enters a mature fund by purchasing the NAV at par value in a secondary transaction, and in 
all cases then holds until liquidation, as the “incremental” IRR. More generally, we describe the TVPI or IRR achieved by the buyer following that 
transaction as “incremental performance”. The incremental performance can therefore also be interpreted as the opportunity cost for potential 
sellers of the mature fund.

Our Key Findings
> Based on our dataset and period under observation, 

Carry appears to be a determinant of later stage 
performance in private equity funds

> The funds in our dataset that were in Carry as at year 
nine were able to generate at least 3% p.a. extra in 
terms of their median incremental IRR4, compared to 
funds not in Carry and of an equivalent age

> If a fund is not in Carry by approximately year seven, 
this appears to constitute a warning sign about its 
potential incremental performance at least in relative 
terms compared to funds that had crossed the Carry 
threshold

> Final fund quartile performance rankings appear to 
emerge relatively early. By year five, the top quartile 
buyout funds in our dataset already had less than a 
13% probability of generating final performance that 
was below the median

> The fate of bottom quartile funds also emerged early 
on: as soon as year three, bottom quartile buyout 
funds in our dataset had less than a 27% probability of 
ultimately performing better than the median

> The persistence of quartile performance appears 
to be particularly strong in the case of venture: final 
quartile performance emerges sooner, particularly for 
bottom quartile funds

> The conclusions from this study may be relevant for 
private equity professionals seeking to manage old 
portfolios, or LPs seeking to actively manage their 
portfolios at an earlier stage or on a more tactical basis 

Key Findings
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Prior research studies undertaken by Pantheon have 
examined how private equity funds tend to behave as 
they mature, the degree of dispersion in these outcomes, 
and the extent to which mature fund performance may 
be linked to the quartile ranking of a fund at any given 
point in time. What our studies did not explicitly consider, 
however, was the impact that Carry may have on mature 
fund performance and the ability to estimate which funds 
are likely to retain significant upside.

Many investors rely on Carry as a way of aligning 
themselves with the GPs to whom they commit capital. 
After all, if a private equity manager is able to share in 
the upside, this should motivate and incentivize them to 
generate the best possible returns for investors from the 
outset.

However, what happens once the Carry hurdle has been 
met? Once a fund is “in-Carry”, does this appear to incent 
a GP to generate additional upside? If so, does this 

5 More specifically, fund stages and strategies (per Preqin’s definitions) in our dataset comprised early and late-stage venture, growth capital, 
buyout, mezzanine, turnaround, special situations, distressed debt and balanced. Please see Appendix 1 for the details of our sample selection.
6 The methodology is described in detail in Appendix 1.

additional upside tend to exceed the value subsequently 
generated by GPs who had not (or had not yet) met their 
Carry threshold? Figure 1 below summarizes the question 
we are seeking to address. 

Initial results & statistical significance

We collected performance data on almost 700 private 
equity funds (buyout and venture5) globally and looked 
at whether there was a difference in the subsequent or 
“incremental” performance generated, from any given 
point in time, depending on whether or not a fund was 
estimated to be in-Carry6. Our hypothesis was that, once 
a fund had crossed its Carry threshold, the incremental 
performance of these funds until liquidation was likely to 
exceed that generated by funds of the same age that had 
not crossed the Carry threshold.
 
To the extent that the likely prospect of receiving 
Carry motivates GPs to continue generating strong 

1. The relevance of Carry in explaining    
 mature fund performance

Figure 1. The Impact of Carry on Residual Fund Performance
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performance for investors in the future, since the GP will 
directly participate in those gains, we expected to find a 
positive relationship between a fund’s relative incremental 
performance and its Carry status. We classed a fund as 
“likely to be in Carry” if its observed IRR was greater than 
or equal to 8% p.a., at any particular point in time. We 
chose this as our proxy for whether or not a fund is in 
Carry because 76% of funds summarized in Metrick and 
Yasuda (2010, Table 2)7 have a Carry hurdle equal to 8%. 
Our results are summarized in Figure 2 below.
 
As can be seen from the chart, our hypothesis appears to 
be supported by the data. Based on our historical dataset 
and period under observation, there does appear to be 
a consistent pattern of incremental outperformance by 
funds likely to be in Carry at any particular point in time, 
compared to funds of the same age but not (yet) in Carry. 
A test of statistical significance9 revealed that the median 
incremental IRR of funds estimated to have crossed 
their Carry threshold was statistically higher than the 
incremental IRR of funds not yet likely to have crossed 
their Carry thresholds, for funds aged between seven 
and 10 years. Moreover, this result is robust if, instead of 
using the Carry proxy based on the IRR hurdle of 8% as 
described earlier, we class a fund as being in Carry if its 
DPI10 is greater than one. This indicates that, regardless 

of the proxy used to identify funds that are likely to be in 
Carry, our main result holds. In general, we prefer to use 
the IRR based measure as our proxy, on the grounds that 
it is closer to the measure according to which Carry is 
evaluated in practice, and therefore we can reasonably 
believe that if a fund has an IRR greater than 8%, this 
might influence the behavior of GPs.

We then proceeded with a range of further robustness 
tests, using our IRR based proxy. First, we analyzed 
geographic sub-samples to verify whether the relative 
incremental outperformance of funds that had met their 
Carry threshold applied to both geographies. The main 
results observed for the full-sample also hold for the 
European and U.S. sub-samples, however, perhaps 
because there were only 75 funds in the European sub-
sample, we did not observe statistically significant results 
for this geography11.

We also explored the extent to which our results differed 
by stage. When we partitioned our dataset into buyout 
and venture funds, we found that the difference in the 
median incremental IRR between in-Carry and not-in-
Carry funds was still economically significant12 for buyout 
funds at year nine. However, the results for the venture 
sub-sample were less conclusive. As a result, it appears 

7 Metrick, A. and A. Yasuda (2010), “The Economics of Private Equity Funds”, Review of Financial Studies 23, pp 2304-2341.
8 By way of example, the chart shows that the funds in our dataset that were “likely to be in Carry” as at year seven generated an incremental annual IRR 
from year seven onwards of close to 10%, which was almost 5% higher than the c. 5% annual incremental IRR generated from year seven onwards by the 
funds in our dataset that were designated as “likely not to be in Carry” at year seven.
9 As described in the appendices, the test for statistical significance was conducted by applying Wilcoxon rank-sum tests on the equality of the medians for 
the “in-Carry” and “not-in-Carry” cohorts in any given time period.
10 Distributions to Paid-In.
11 The potential for regional differences in the effectiveness of Carry as an incentivization mechanism (and therefore why we explored this issue) may be 
due to different Carry structures typically seen in the U.S. (where deal-by-deal Carry has historically been more prevalent) vs. Europe (where fund-level 
Carry structures have tended to be the norm).
12 We defined an economically significant differential IRR as being at least 3% annually, net of all underlying GP fees. In this particular case (buyout funds 
at year nine) the IRR differential was at least 4.5% p.a. The threshold of 3% for economic significance is arbitrary, but consider e.g. Asness et al (2014 
Table 1, JoF), who explores value and momentum effects in publicly-listed stocks from a range of geographies, and establishes that long-short portfolios 
chosen to exploit these effects have annual returns that are usually above 3%, and always above 1.7%. 

Figure 2. Incremental IRR8  from residual portfolio NAV, over time, subject to Carry status of fund

0%
2%
4%
6%
8%

10%
12%

7 8 9 10 11 12 13 14

Median
Median for funds "likely to be in carry"
Median for funds "likely not to be in carry"

Fund age (years)

Median {IRR t,T}
with 1 ≤  i ≤ 692
28 ≤  t ≤ 56 
t being the number of quarters and T being each fund's liquidation date   

i



|  5

that buyout funds are driving our results. One possible 
(but at this stage entirely speculative) explanation for 
this phenomenon is that buyout managers may have a 
greater ability to influence incremental value creation in 
their funds and portfolio companies once these reach a 
relatively mature stage, and are therefore more able to 
respond to the Carry incentive.
 
Relevance of vintage as a possible 
explanation

But could our overall results, as set out in Figure 2, be 
vintage-dependent? Or put another way, are the results 
explained by any particular vintage or set of vintages? 
To answer this question, we grouped the funds within 
our sample into chronologically-adjacent groups of 40 
funds13. This approach allowed us to compare the median 
incremental IRR performance of the in-Carry vs. not-in-
Carry groups within each time period, thereby controlling 
for any vintage effects and, in particular, controlling for the 
possibility that the in-Carry funds from Figure 1 are from 
good vintages and the not-in-Carry funds are from poor-
performing vintages. 

We examined the statistical and economic significance 
of our results, in terms of the observed incremental 

outperformance of in-Carry vs. not-in-Carry funds, 
when grouping funds into our chronologically adjacent 
cohorts of 40 funds. We found that for funds aged 
between seven and nine years the in-Carry subset still 
had an economically significant level of incremental IRR 
outperformance, lending further support to our initial 
results14. 

We also considered the question of vintage dependency 
from a different angle: we examined, for a range of points 
in the fund lifecycle, the extent to which those funds that 
were in-Carry at that age were weighted towards particular 
vintage years, with the funds struggling to reach Carry by 
the same age primarily weighted towards a different set 
of vintage years. 

As illustrated in Figure 3 below, we found limited evidence 
to suggest that our conclusions could easily be explained 
by the vintage mix of our funds. Of the 16 vintage groups 
in our dataset (each consisting of 40 chronologically-
adjacent funds), exactly half of these represented time 
periods when the number of in-Carry funds exceeded the 
number of not-in-Carry funds, with the remaining 50% (8 
fund groupings) consisting of periods when the inverse 
was true, i.e. when the number of not-in-Carry funds 
exceeded, or was equal to, the number of in-Carry funds.

13 We grouped the first 40 funds together, then the next 40, etc. We used this approach, rather than simply grouping by individual vintage 
years, because the sample sizes for some vintages (particularly the older vintages) were very small (e.g. < 5 funds). As a result, we believe our 
approach of choosing vintage buckets in a data-dependent way enabled us to capture similar market conditions but also provided us with better 
statistical properties. 
14 At age nine for example, 12 out of the 16 in-Carry subsets (75%) had an economically significantly higher median incremental IRR than the 
not-in-Carry subset. Of these 12 subsets, two-thirds had a median incremental IRR that was at least 7% higher than the not-in-Carry group. 
However, it was harder to derive statistical significance given the limited sample size once we grouped funds into our 40-fund cohorts. 

Figure 3. Distribution of in-Carry vs. not-in-Carry funds, by vintage group
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15 Note that our study does not examine the potential for reverse causality in explaining our results. For example, if the most competent GPs are 
those that are most likely to cross the Carry threshold, then they might also be the GPs most likely to generate incremental outperformance as a 
result of their innate investment expertise rather than through Carry as an incentivization mechanism. This is beyond the scope of our study.

As can be seen from the chart, the proportion of funds 
that had, or had not, crossed the Carry threshold at age 
nine appears relatively balanced across vintage groups, 
although in-Carry funds were weighted towards the early 
and late vintage periods. However, since by definition we 
are including 40 funds in each of our vintage groups, no 
single grouping could dominate or drive our results: for 
example, the vintage group with the highest number of 
in-Carry funds (group 2) only represented approximately 
10% of all in-Carry funds in our sample, and even groups 
2 and 3 combined accounted for less than 20% of all in-
Carry funds within our dataset.
 
Overall, and combined with the vintage-controlled results 
referred to earlier, we believe this further validates the 

significance of our results and the apparent relationship 
between crossing the Carry threshold and the potential 
for future outperformance.

The implication is that Carry does appear to be an 
effective motivational tool for GPs. Based on the Preqin 
dataset, crossing the Carry threshold appeared to spur 
GPs on, at least relative to GPs who were lagging behind, 
to generate additional value for investors and crystallize 
Carry proceeds for themselves. Our study suggests that 
the funds in our historical dataset that are above the 
Carry threshold have the potential, particularly between 
years seven and nine, to perform more strongly from that 
point onwards than those funds that have still failed to 
cross the Carry threshold15.
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16 See, in particular, “Early indicators of private equity fund performance”, Pantheon InFocus, July 2014.
17 In relative terms, since by definition a fund’s quartile ranking is a measure of relative, not absolute, performance.
18 Note that this is distinct from the question of inter-fund performance persistency. Here we are looking at intra-fund performance persistency. 
19 Quartile rankings were based on Total Value to Paid In (“TVPI”).
20 Note that we have not investigated the statistical significance of our results – we do not think this is necessary given the set-up of our study. 
Since we are already dealing with probabilities, this would effectively entail assigning probabilities to probabilities. 
21 Please see Appendix 2 for more details on the sample selection for this section of the article.

As noted in the introduction, another indicator of mature 
private equity fund performance could be interim quartile 
ranking, and this is the question we turn to next. We do this 
by examining at what point the final performance of a fund, 
in terms of its quartile ranking, starts to become locked in. 
Importantly, if this emerges early on, it could provide those 
in the private equity industry with an additional tool to help 
them make active portfolio management decisions.
 
Pantheon’s earlier studies in this area16 have focused on 
the characteristics of private equity funds, identifiable at 
a relatively early age within a fund’s lifecycle, that have 
historically been correlated with future outperformance. For 
instance, one aspect we examined was whether the early 
pattern of calls or distributions could tell us anything about 
the likely final performance of funds relative to their peers.

What these studies did not explicitly examine, however, 
was the likelihood of poor-performing private equity 
funds becoming strong performers17, and vice versa, as 
additional time passes18. Combined with the prior analysis 
on the relevance of Carry, we believe this has the potential 
to give private equity professionals more confidence, 
at an earlier stage, in pruning what could be future 
underperformers from their private equity portfolios.

The rest of this paper will examine the probability of a fund 
moving up or down the performance quartile rankings19, 
from any given point in time until maturity. We will refer 
to these probabilities as “quartile transition probabilities”. 
All quartile rankings are versus vintage peers. Full details 
on the methodology and dataset used are included in 
Appendix 2.

Quartile transition probabilities: Buyout 
funds

Figure 4 tracks the quartile transition probabilities20  for 
the buyout funds in our dataset. We have included all 
U.S. and European funds classified as buyout funds in 
Preqin’s dataset, with vintage dates between 1992 and 
2004. In order to be consistent with the recent studies, 
referenced above, that Pantheon has undertaken on 
related research topics, the last period used in our 
analysis is Q4 201321. We have only included funds 
that reached an age of 40 quarters or higher, in order 
to ensure a sufficiently mature set of funds on which to 
conduct our analysis.

A number of interesting results are clear from the charts. 
In particular, our results indicate that by year five buyout 
funds in our dataset that were classified as top quartile 
performers had less than a 13% probability of generating 
a final performance outcome that was worse than the 
median fund. In retrospect this indicates that, from a 
relatively early age, top performing funds were unlikely to 
slip far down the performance rankings by the time they 
had matured.

Note that one cannot infer from the above analysis 
that top quartile buyout funds generated a higher 
incremental IRR from year five onwards (compared to 
funds in lower quartiles) simply because they had a low 
probability of dropping down the performance quartiles. 
In fact, even if a top quartile fund remained top quartile, 
it may have underperformed (in terms of its incremental 
IRR performance from that point in time onwards) 

2. The persistence of private equity fund   
 quartile rankings
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22 See “Residual value in mature private equity funds”, Pantheon InFocus, November 2014. One limitation of the study we reference is that we only 
examined incremental performance from year seven onwards (intentionally so given our study specifically sought to examine the performance of 
private equity funds once they had reached a certain level of maturity). One possible extension, therefore, is to examine whether our conclusions 
would still hold from an earlier point in time, e.g. from year five.
23 In general, the incremental IRR of top quartile buyout funds also outperformed second quartile funds, but the performance differential was less 
clear than between first and third quartile funds.

lower quartile funds – at least lower quartile funds that 
successfully improved their final performance ranking.

We addressed this question in an earlier study22. One 
of the key conclusions from this work was that the top 
quartile buyout funds in our dataset were able to generate 
higher incremental IRR performance than the rest of the 
sample set – at least from year seven onwards – and 
significantly outperformed third quartile funds23. 

Figure 4 suggests some additional conclusions regarding 
the quartile performance of buyout funds over time. By 
year five, a top quartile buyout fund has a 60% probability 
that it would remain top quartile by the time it had 
crystallized all – or a majority of – its aggregate returns. 
This probability was already approximately 50% by the 
fourth anniversary of top quartile funds – still within most 
funds’ commitment (investment) periods.

Figure 4. Quartile transition probabilities – buyouts
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24 Please see Appendix 2 for details on our sample selection methodology for this section.

Taken together, these results suggest that the top quartile 
buyout funds within our dataset were relatively “sticky” in 
terms of the resilience and sustainability of their quartile 
performance rankings. Similarly, and perhaps even 
more notably, by only their third anniversary (i.e. quarter 
12) a bottom quartile buyout fund had less than a 27% 
probability of performing better than the median.

In sum it appears that, based on our historical dataset, the 
“writing may be on the wall” early on, sometimes before 
the end of the commitment period, in terms of a buyout 

Figure 5. Quartile transition probabilities – venture
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fund’s potential final performance outcome. This is true at 
least in relative terms, and judged against the probability 
of ending up better or worse than a median performer.
   
Quartile transition probabilities: Venture funds

Figure 5 below tracks the quartile transition probabilities 
for the venture funds in our dataset. As for our buyout 
cohort, we have included all U.S. and European funds 
classified as venture funds in Preqin’s dataset, with 
vintage dates between 1992 and 200424. We have only 
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included funds that reached an age of 40 quarters or 
higher, in order to ensure a sufficiently mature set of funds 
on which to conduct our analysis.

The quartile transition probabilities for our venture sub-
sample broadly mirror the profiles of the buyout sub-sample 
shown in Figure 4. As a result, the conclusions from the 
buyout analysis also generally apply to the venture cohort. 
However, there are some subtle differences, in particular:

> By quarter 12, the bottom quartile venture funds in 
our dataset had already crossed the 50% probability 
threshold in terms of the likelihood of remaining bottom 
quartile once they had matured. This is approximately 
one year earlier than for a bottom quartile buyout fund. 
Quarter 12 is well within the vast majority of most 
venture funds’ commitment periods: as such, even as 
these funds were still investing, their quartile “destiny” 
was being established in a relatively meaningful way, 
in our opinion

> By year four – again within most venture funds’ 
commitment periods – bottom quartile venture funds 
had less than a one in five chance of improving their 
quartile ranking to be at least as good as the median 
fund for their vintage

> Conversely, by quarter 15, the top quartile venture 
funds in our dataset had over a 50% probability of 
remaining top quartile by the end of their life; by the 
end of a standard five year commitment period, this 
probability was 67%

These venture-specific results tell a similar story to the 
one that emerged for buyouts, if not stronger and more 
pronounced. In particular, it appears that bottom quartile 
venture funds’ final performance ranking emerges even 
earlier than for buyout funds.

Quartile transition probabilities: U.S. vs. 
Europe

In addition to the stage comparison (buyout vs. venture) 
covered above, one obvious question is the extent to 
which our analysis revealed any geographical differences 
in quartile transition probabilities. One reason for 
examining this is to control for the possibility that regional 
differences in accounting standards might be influencing 
our results. 

We based our quartile rankings off TVPIs, and there are 
arguably regional differences in net asset value (“NAV”) 
accounting measures across geographies, particularly 
prior to the onset of fair value accounting in 2008. By 
ranking funds against their vintage peers we believe we 
adequately correct for the time variation in accounting 
standards, but the potential for regional variation remains. 

Since the sample mainly comprises US funds25, it was 
not possible for us to repeat the analysis for both of our 
geographic sub-samples. In particular, there were too 
few European funds, either buyout or venture, for us to 
produce quartile rankings for every vintage in the study 
for that sub-sample. However, running a version of the 
analysis using only the U.S. geographic sub-sample 
yields results that look substantially the same as the full-
sample results documented above. This indicates that, to 
the extent that there are any differences between US and 
European accounting variation, this is not what is driving 
the salient results in Figure 4 and Figure 5.

25 For this section of our study our sample comprises 192 US buyout funds, 276 US venture funds, 42 European buyout funds, and 12 European 
venture funds.
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Conclusion
We believe the findings from this study indicate that private equity portfolios can be managed more actively and at 
an earlier stage, allowing for better informed decisions on secondary investment opportunities.

Based on our historical dataset, it appears that Carry is a determinant of (or is at least correlated with) latter stage 
performance in private equity funds, which further suggests that it acts as an effective motivating mechanism for 
GPs once the Carry threshold has been reached. The findings from this study can provide another datapoint for 
decisions private equity firms take on behalf of clients, particularly when monitoring mature portfolios and evaluating 
the merits of secondary market transactions.

Similarly, the ability to quantify the probability of eventual relative performance (in terms of a fund’s final quartile 
ranking) can provide additional supporting information for an investor looking to manage out underperforming 
components of a private equity portfolio, before that underperformance is fully crystallized.

Whilst the analysis and conclusions suggested in this paper should not replace detailed fund-specific knowledge 
and due diligence, we believe that – combined with Pantheon’s InFocus publication Residual Value in Mature 
Private Equity Funds – they are valuable additions to a pro-active private equity manager’s toolkit.  
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Pantheon collected data on 692 global private equity funds from Preqin with vintage years ranging from 1983 to 2004. 
Fund stages and strategies are early and late-stage venture, growth capital, buyout, mezzanine, turnaround, special 
situations, distressed debt and balanced. We included performance data up to and including Q4 2013 in order to be 
consistent with the methodology employed in recent research studies undertaken by Pantheon that also examined the 
progression of residual value in private equity funds. Given the nature of the study, we selected funds for which at least 
10 years of performance data was available, and we therefore excluded any funds whose vintage year was after 2004. 
The liquidation of the fund was either defined as (i) the year at which the NAV becomes permanently nil; (ii) the last 
available year for which information is available; or (iii) the end of year 20. If (ii) or (iii), the residual NAV was assumed 
as a final cash flow in IRR calculations. IRRs were always annualized. We classed a fund as “in-Carry” if its observed 
IRR (based on the Preqin cash-flow data) was greater than or equal to 8% p.a., at any particular point in time. Each fund 
was considered to have the same fund size when we conducted our analyses (we assumed an equal-weighting to funds 
in our sample), and capital calls, distributions and NAVs were calibrated accordingly. The incremental IRR performance 
for each fund is defined in footnote 3. Tests for statistical significance were run using the Wilcoxon rank-sum test (for 
differences in medians). Tests for vintage dependency were conducted by grouping funds into chronologically adjacent 
buckets of N funds, where N=40. Both the observed IRR and incremental IRR were net of underlying fund fees. 

Pantheon collected data on 522 U.S. and European buyout and venture funds from Preqin with vintage years ranging 
from 1992 to 2004. We started at 1992 (rather than earlier) to ensure there were enough observations in each vintage to 
make the quartile rankings statistically meaningful. We included performance data up to and including Q4 2013 in order 
to be consistent with the methodology employed in recent research studies undertaken by Pantheon that also examined 
the progression of residual value in private equity funds. Given the nature of the study, we selected funds for which at 
least 10 years of performance data was available, and we therefore excluded any funds whose vintage year was after 
2004. The liquidation of the fund was either defined as (i) the year at which the NAV becomes permanently nil; (ii) the 
last available year for which information is available; or (iii) the end of quarter 60. Each fund was considered to have the 
same fund size when we conducted our analyses (we assumed an equal-weighting to funds in our sample). When we 
refer to the quartile ranking of a fund or sub-sample in our results, this is based on quartile rankings at a particular point 
in time. Therefore, the sub-sample for top quartile funds as at period t is not necessarily the same sub-sample of funds 
as at period t+1. Quartiles are based on TVPI and are net of underlying fund fees and expenses. 

Appendix 1: Carry analysis

Appendix 2: Quartile transition probabilities
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IMPORTANT DISCLOSURE

This publication has been prepared solely for illustration, educational and or discussion purposes.  It does not constitute independent research 
and under no circumstances should this publication or the information contained in it be used or considered as an offer, inducement, invitation, 
solicitation or recommendation to buy or sell any security or financial instrument or service or to pursue any investment product or strategy or 
otherwise engage in any investment activity or as an expression of an opinion as to the present or future value or price of any security or financial 
instrument. Nothing contained in this publication is intended to constitute legal, tax, securities or investment advice.

This publication may include “forward-looking statements”. All projections, forecasts or related statements or expressions of opinion are forward-
looking statements.  Although Pantheon believes that the expectations reflected in such forward-looking statements are reasonable, it can give no 
assurance that such expectations will prove to be correct, and such forward-looking statements should not be regarded as a guarantee, prediction 
or definitive statement of fact or probability.

Pantheon has taken reasonable care to ensure that the information contained in this document is accurate at the date of publication. However, no 
warranty or guarantee (express or implied) is given by Pantheon as to the accuracy of the information in this document, and to the extent permitted 
by applicable law, Pantheon specifically disclaims any liability for errors, inaccuracies or omissions in this document and for any loss or damage 
resulting from its use. Unless stated otherwise, any opinions expressed herein are current as of the date hereof and are subject to change at any 
time. Unless stated otherwise all views expressed herein represent Pantheon’s opinion.

This document is distributed by Pantheon which is comprised of operating entities principally based in San Francisco, New York, London and 
Hong Kong. Pantheon Ventures Inc. and Pantheon Ventures (US) LP are registered as investment advisors with the U.S. Securities and Exchange 
Commission.  Pantheon Ventures (UK) LLP is authorised and regulated by the Financial Conduct Authority (FCA) in the United Kingdom.  Pantheon 
Ventures (HK) LLP is regulated by the Securities and Futures Commission in Hong Kong.

All materials published on the Site are protected by copyright, and are owned or controlled by Pantheon as the provider of the materials.  If you 
download any information or software from this Site, you agree that you will not copy it without the prior written consent of Pantheon or remove or 
obscure any copyright or other notices or legends contained in any such information.

Copyright © Pantheon 2016. All rights reserved.
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