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Is a Private Equity manager’s track record a good 
indicator of future performance? This central question 
confronts investors every day, and is all the more 
important in light of the large dispersion in historical 
returns between top and bottom quartile funds. At the 
extremes, Limited Partners (“LPs”) are split in two camps: 
those that stick with top performing General Partners 
(“GPs”) based on the “do not change a winning team” 
philosophy (assuming they have access to such GPs), 
and those that are willing to back spin-out and emerging 
managers with a less established track record. Of course, 
this is a simplistic representation and a more evolved 
approach is often taken by LPs.  In today’s fundraising 
environment where managers are returning to market 
before performance has developed in previous funds, a 
more detailed analysis of the underlying portfolios and 
fundamentals of the investment decision capabilities 
of the manager is required. However, it is nonetheless 
important to understand the relationship between 
historic and future performance, and the extent to which 
it may be relied upon – a question we explore in more 
detail in this paper.  

As always, the truth is likely to be nuanced: not all track 
records are created equal. In some cases, track record 
can be a poor indicator of future performance. This 
tends to be the case when past performance is skewed 
by deals where luck has played a disproportionate 
role, when the GP is shifting strategy, or when there is 
a misalignment of interests, organizational change, or 
succession is mismanaged: in these scenarios past 
performance is generally not a reliable indicator of 
future performance. Track record can provide a valuable 
reference point but needs to be placed in context with 
factors such as the strategy and organization that 
has created it. Importantly, due diligence requires a 

Introduction
complementary blend of both qualitative and quantitative 
analysis: we believe one is ineffectual without the other.

These factors require a due diligence plan that can help 
contextualize track record and determine its relevance 
for future performance. This may include scrutiny of a 
number of angles, such as:

 f Is past performance driven equally by all deals, or is it 
mainly driven by a few lucky winners?

 f Is past deal performance driven by alpha, or does it 
piggy-back on an accommodating macro cycle?

 f What is the geographic and sector split of the past 
track record?

 f How much of the performance comes from 
operational improvements versus multiple expansion 
and financial engineering? 

 f What is the size of the deals that the GP targeted and 
completed, and in which deals did the GP act as the 
lead?

 f Who led each deal within the GP, what are the 
individual track-records, and are the most successful 
deal-doers still with the firm?

 f Does the GP have the appropriate and actionable 
investment strategy and team going forward?

 f Is there a plan to develop and grow the investment 
team?

 f Is there a succession plan in place that can ensure 
continuity in the investment team?

 f Are the investment professionals appropriately 
incentivized, and is there appropriate alignment with 
LPs?

This paper is partly based on analysis performed by students of the Master of Finance at the University of Cambridge Judge Business School, 
under the supervision of Professor Pedro Saffi: we thank Justus von Appen, Rakhshanda Alili, Jaesik Kim, Alice Leng, Zheng Li, and Adrian 
Wong for their contribution to this paper.
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We believe that past performance is highly likely to 
persist only in cases where satisfactory answers to such 
questions are obtained. 

This paper attempts to quantify the persistence in 
performance before detailed quantitative and qualitative 
due diligence is conducted. In other words, we analyze 
the extent to which an LP could have made good 
investment decisions based on track record alone. 
This question has attracted much interest within the 
academic literature, starting with the seminal work 
of Kaplan and Schoar (2005), who find evidence of 
performance persistence for both BO and VC funds. 
Recent studies paint a more nuanced picture: some 
authors find that persistence has declined after the 2000 
vintage (see for instance Braun et al. (2017) for a deal-
level analysis and Harris et al. (2014) for a fund-level 
analysis) while others document evidence of long-term 
persistence (see for instance Korteweg and Sorensen 
(2017)). 

We review the evidence with up-to-date Preqin data and 
uncover three main findings. 

1 We find evidence of persistence in Private 
Equity performance across stages and 
vintages

Performance persistence for top quartile 
funds is present in vintages both before 
and after the 2000 vintage

Prior track record is an important signal, 
but its predictive potential varies by stage 
and quartile, and does not explain all the 
variation in future performance 

It is therefore important to complement 
track record with exhaustive qualitative and 
quantitative due diligence to determine its 
relevance for future performance

2
3
4

Key Findings

Finally
Despite strong evidence of predictability, we find there is a large variation in 
performance that cannot be explained only by prior track record: private equity 
investors should complement their quantitative analysis of past performance 
with deep and broad due diligence. 

Second
Performance appears to have persisted for top quartile funds: we interpret the 
differences pre- and post-2000 documented by the literature as being largely 
driven by changes in persistence among third and fourth quartile funds.

First We find evidence of performance persistence for both BO and VC funds, 
especially in top and bottom quartiles. 



Persistence pays off Data

4

The study uses fund data from Preqin as of December 
2018. The investment universe includes buyout and 
venture commingled funds with an investment focus 
in U.S. and Europe and vintages between 1985 and 
2012; funds in later vintages are excluded as they are 
considered to be still largely in the value creation period. 
The appendix contains summary statistics on the sample. 

We identify consecutive funds based on the fund 
sequence number provided by Preqin after sorting by GP, 
stage, and geography, which allows for the possibility 
that the same GP may run different strategies in parallel1. 
Table 1 summarizes average quartile rankings (assigned 
by Preqin) by fund sequence number. Since 2.5 is the 
average of 1 to 4, a score below 2.5 indicates top or 
second quartile performance, while a score above 2.5 
indicates third or fourth quartile performance. With a few 
exceptions, average quartile rankings hover around 2.5, 
suggesting that there is no obvious relationship between 
fund sequence number and quartile score. What the table 
does not show, however, is how the quartile score of a 
fund correlates with the quartile score of its successor 
fund: we turn to this question in the next section.

Does performance persist across successive 
funds?

As a first step to evaluate persistence in performance, 
we estimate how likely it is for a successor fund to 
have the same, higher, or lower quartile score than the 
previous fund. In general, there are 16 such “transition 
probabilities”, one for each possible combination of 
successor and prior fund quartile score: from quartile 1 
to quartile 1, from quartile 1 to quartile 2, etc. We focus 
on transition probabilities that reflect the likelihood 
of maintaining the same quartile rank and interpret 
values that exceed 25% as evidence of persistence in 
performance2.

Data

1 There are a few instances where we identify more than one fund with the same GP, geography, stage, and sequence number. Such duplicates tend to be associated 
with parallel, annex, and extension funds, or with funds having a more granular geographic or strategy focus than we consider (e.g. the same GP managing two BO 
funds in Europe, one named “UK IV” and the second one named “France IV”). We analyze duplicates on a case-by-case basis and drop parallel, annex, and extension 
funds, and assign more granular classifications where appropriate.

2 In case past performance is unrelated to future performance, a successor fund is equally likely to obtain any of the 4 possible quartile scores. 

Average quartile by sequence number

Sequence 
number

U.S. BO EU BO U.S. VC EU VC

01 2.38 2.38 2.53 2.54

02 2.53 2.36 2.51 2.44

03 2.38 2.39 2.71 2.57

04 2.52 2.54 2.33 2.53

05 2.46 2.38 2.39 2.17

06 2.42 2.63 2.36 2.80

07 2.27 2.53 2.21 2.00

08 2.54 3.00 2.13

09 2.00 2.50 2.13

10 1.83 4.00 2.00 3.00

Table 1: Average quartile by sequence number

Source: Pantheon analysis of Preqin data as of December 2018.

"

"

Due diligence requires a 
complementary blend of both 

qualitative and quantitative 
analysis: we believe one is 

ineffectual without the other.
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Figure 1 presents the results for the full sample by 
stage3. The evidence in support of performance 
persistence is strong: for both BO and VC funds, there 
is a higher than chance probability of seeing successor 
funds in the same quartile as their predecessors. 
Persistence is particularly noticeable in the top quartile: 
top quartile BO and VC funds are likely to see their 
successor funds remain top quartile with a probability 
greater than 35%. Persistence is also strong for bottom 
quartile VC funds (42% probability of remaining in the 
bottom quartile), suggesting that it is highly unlikely 
to see underperforming VC GPs rise again in the 
rankings. The effects we find are statistically significant4: 
except for third quartile VC funds, we always reject the 
hypothesis that the probability estimates in the figure are 
equal to 25%. 

Has performance persisted?

Having established that there is evidence of performance 
persistence in the full sample, we turn to the question of 
whether persistence has declined in recent vintages. To 
do so, we repeat the analysis in Figure 1 separately for 
pre- and post-2000 vintage funds. 

Figures 2 and 3 summarize the results. A comparison 
of the two figures suggests three key take-aways. First, 
the persistence between successive BO and VC funds 
in the top quartile is largely consistent pre and post the 
2000 vintage: despite a slight decline, the transition 
probabilities remain significantly above 25%. Second, 
looking at second quartile funds, transition probabilities 
have in fact risen post-2000 for both BO and VC funds. 
Finally, it appears that the main differences in persistence 
between pre- and post-2000 are in the third and fourth 
quartiles: post-2000 persistence has decreased for BO 
funds, while it has increased for VC funds.

3 We exclude funds without available previous quartile or consecutive sequence numbers.
4 We use a one-tailed binomial test to test the null hypothesis that estimated probabilities are equal to 25%. 

Figure 1: Full sample transition probabilities
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Source: Pantheon analysis of Preqin data as of December 2018. 
The stars above the charts indicate to what extent the estimates 
are statistically different from 25% according to a one-tail binomial 
test: *, **, and *** indicate significance at the 10%, 5%, and 1% level, 
respectively.

Figure 2: Pre-2000 transition probabilities
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Source: Pantheon analysis of Preqin data as of December 2018. 
The stars above the charts indicate to what extent the estimates 
are statistically different from 25% according to a one-tail binomial 
test: *, **, and *** indicate significance at the 10%, 5%, and 1% level, 
respectively.

Figure 3: Post-2000 transition probabilities
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Source: Pantheon analysis of Preqin data as of December 2018. 
The stars above the charts indicate to what extent the estimates 
are statistically different from 25% according to a one-tail binomial 
test: *, **, and *** indicate significance at the 10%, 5%, and 1% level, 
respectively.
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Prior track record is an important consideration in 
primary due diligence, but how much weight should it 
carry? The persistence of returns across successive 
funds is a critical consideration when investors conduct 
due diligence to identify their choice of private equity 
GP but it doesn’t reveal the complete story. In this 
study we find that performance tends to persist across 
consecutive funds for both VC and BO funds, and that 

Conclusion
this effect has not eroded for the most part in the more 
recent vintages as argued in some academic papers. 
While prior track record is an important signal, we also 
find that its predictive potential varies by stage and 
does not explain all the variation in performance: in 
evaluating primary opportunities, it is important that LPs 
conduct thorough due diligence on other quantitative and 
qualitative variables. 

Finally, we caution that the results on persistence may not be fully relied upon by LPs for 
three reasons: 

Headline track record at the time of 
investment is not fully crystallized, 
a point illustrated in a recent update 
by Harris et al. (2014). When LPs 
are considering commitment to a 
new fund, the recent funds are likely 
to be too recent to show locked-
in performance and the quartiles 
of previous funds still depend on 
unrealized values and unfunded 
commitments, and may change by 
the time the funds are fully realized. 
Even when two successive funds 
achieve top quartile at liquidation, 
LPs may not know that the prior 
fund is top quartile at the time 
they consider a commitment to the 
successor fund. 

Even when all the due diligence 
points to an attractive investment 
proposition – prior track record 
is fully baked in, the GP is in 
the best point of its lifecycle, 
and both qualitative and 
quantitative due diligence have 
not flagged any major issues – 
the investment opportunity may 
not be actionable by the investor. 
Great managers with stellar track 
records and proven, sustainable 
investment strategies remain 
extraordinarily difficult to access. 

Persistence may depend on where 
the manager is in its lifecycle. 
Anecdotally, managers can have 
successive top quartile funds, until 
they hit a cliff edge; while the cause 
of the reversal in  performance 
varies case-by-case, it is often 
linked to the GP raising excess 
capital, strategy drift,  ineffective 
succession planning, or failing 
to evolve with the market – for 
instance, by not investing in 
sector expertise or operational 
improvement teams. 

1 2 3
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Appendix
Table 2: Sample summary statistics

U.S. BO EU BO U.S. VC EU VC

Vintage Sample size
Median 

TVPI
Sample size

Median 
TVPI

Sample size
Median 

TVPI
Sample size

Median 
TVPI

1985 4 1 2.66 23 2.06 6 1.55

1986 9 2.94 3 1.88 20 1.83 - -

1987 10 2.72 - - 22 2.14 5 1.64

1988 15 2.10 2 1.76 22 2.57 1 3.00

1989 12 3.32 6 1.91 39 2.26 4 1.47

1990 15 2.47 7 1.65 19 2.20 6 1.97

1991 6 2.84 4 2.18 11 3.30 1 2.96

1992 17 1.86 5 2.06 22 1.91 4 1.39

1993 12 2.24 5 1.60 29 2.62 4 2.49

1994 29 1.89 10 2.26 29 2.74 3 1.50

1995 24 1.93 10 1.46 29 2.47 1 1.65

1996 23 1.80 9 1.80 33 1.73 6 1.21

1997 35 1.48 19 1.67 52 1.57 12 1.49

1998 50 1.41 16 1.87 52 1.05 11 1.24

1999 43 1.72 24 1.73 63 0.66 9 1.04

2000 62 1.92 26 2.02 94 1.00 20 0.54

2001 32 1.94 18 2.03 55 1.14 22 1.21

2002 25 1.76 16 2.02 30 1.13 11 1.06

2003 26 1.65 26 1.81 34 1.08 7 1.29

2004 36 1.78 13 2.06 37 1.12 4 0.40

2005 65 1.66 33 1.58 46 1.25 13 1.45

2006 74 1.65 46 1.55 64 1.31 9 1.51

2007 65 2.00 42 1.42 59 1.63 18 1.00

2008 53 1.74 29 1.73 52 1.46 13 1.53

2009 22 1.93 22 1.74 27 1.37 7 1.59

2010 35 1.83 10 1.63 24 1.53 6 2.12

2011 35 1.69 23 1.69 38 1.80 7 1.74

2012 55 1.56 23 1.57 31 1.69 12 1.38

Source: Pantheon analysis of Preqin data as of December 2018.
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