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The private equity market: a $7.6-trillion playground1

Did you know?
During fundraising, the initial phase of a fund 
cycle, a private manager reaches out to 
potential investors and presents the fund's 
strategy. The objective is to raise money, 
defined as commitments from limited 
partners. 

Once the final closing occurs, typically after 
about 18 months, the fund's size is established 
on the basis of the total commitments 
received. The private manager then has a 
mandate to invest all commitments 
progressively through capital calls during the 
investment period, which is typically five 
years.
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“Private equity is just leveraged buyouts!” Ever heard 
someone say that? It’s probably one of the biggest 
misconceptions about private markets. The first 
question to elucidate is “What is a private company?” 
The answer is simple: a private company is a company 
whose shares are not offered publicly.

The definition runs the gamut from a small 
neighbourhood business selling HVAC to residential 
and industrial customers to a behemoth such as Ikea, 
a worldwide furniture store with annual sales of more 
than €39 billion. Thus, the private market includes a 
large variety of businesses in terms of size, sector and 
financing structure.

The comparison with the public market speaks for 
itself. As of February 2022, there were 95,000 private 
companies in the world with annual revenues 
exceeding $100 million, whereas the number of 
equivalent public companies was only 10,000. Not 
only is the number impressive, but the trend is also 
revealing. As the number of PE-backed companies in 
the United States increased from 2,000 in 2000 to 
8,000 in 2018, the number of publicly listed 
companies shrank by more than 60% during the 
same period.

This playground allows us to build a diversified 
portfolio with companies in different stages of their 
business life. Investments in smaller, younger 
companies benefit from their innovation and growth, 
a profile found less frequently in the public market, 
considering the size required to enter it, whereas 
investments in mature companies that can sustain 
higher leverage offer stable cash flows for the 
portfolio. In summary, the private market is a vast, 
diversified market that needs to be considered in 
portfolio construction. So, it’s not just all leveraged 
buyouts!
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1. Source: McKenzie. The size of the entire private market (including infrastructure, real estate and private debt) is estimated at $11.7 trillion according to the 
same source.  
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About iA Global Asset Management (iAGAM)
ROOTED IN HISTORY, INNOVATING FOR THE FUTURE.

A magnet for top investment talent, iA Global Asset Management is one of Canada’s largest asset managers, with over $100 billion
under management across institutional and retail mandates. We help investors achieve their long-term wealth creation goals
through innovative investment solutions designed for today’s complex markets. We are building upon our historic success,
supporting the growth of our core strengths, and exploring innovative ways to meet investor needs. We are rooted in history and
innovating for the future. Our experienced portfolio managers use a proprietary investment methodology, rooted in iAGAM’s unifying
commitment to strong risk management, analytical rigor and a disciplined, process-driven approach to asset allocation and security
selection.

General Disclosures

The information and opinions contained in this report were prepared by iA Global Asset Management (“iAGAM”). The opinions,
estimates and projections contained in this report are those of iAGAM as of the date of this report and are subject to change without
notice. iAGAM endeavours to ensure that the contents have been compiled or derived from sources that we believe to be reliable and
contain information and opinions that are accurate and complete. However, iAGAMmakes no representations or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever
for any loss arising from any use of, or reliance on, this report or its contents. There is no representation, warranty, or other assurance
that any projections contained in this report will be realized. There is no representation, warranty, or other assurance that any
projections contained in this report will be realized. The pro forma and estimated financial information contained in this report, if any,
is based on certain assumptions and analysis of information available at the time that this information was prepared, which
assumptions and analysis may or may not be correct. This report is not to be construed as an offer or solicitation to buy or sell any
security. The reader should not rely solely on this report in evaluating whether or not to buy or sell securities of the subject company.
The reader should consider whether it is suitable for your particular circumstances and talk to your financial advisor. iAGAM and iA
Global Asset Management are tradename and trademark under which iA Global Asset Management Inc. and Industrial Alliance
Investment Management Inc. operate. The iA Global Asset Management logo is a trademark of Industrial Alliance Insurance and
Financial Services Inc.
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Market Highlights

§ Fundraising is slowing because institutional 
investors (LPs) have capital constraints, mainly 
for two reasons. The first is the denominator 
effect, which has a reduced impact as a result 
of the stock market’s rally in  the first half of 
2023. The second is the challenging M&A and 
public exit environment, which has had a 
significant impact on funds’ distribution 
pacing; many LPs must deal with negative 
cash flows that limit their ability to participate 
in new fundraising. During the first half of the 
year, $517 billion was raised, a decline of 35% 
from 2022.

§ This turn of events has put increasing 
pressure on private managers to generate 
distributions, which has led to a new market 
expression: “DPI is the new IRR.” 1 We expect 
that finding a way to return capital to LPs will 
be a general focus for general partners (GPs) 
in the coming months.

§ Private market dry powder remains at an all-
time high of $3.7 trillion ($1.1 trillion for 
buyouts2). Considering that the vast majority 
was raised over the past three years, GPs still 
have the flexibility to wait patiently for a better 
market environment.
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§ The number of buyouts has declined since the 
first interest rate increase in mid-2022, falling 29% 
on a year-on-year basis. Of the deals closed, 56% 
were add-ons,3 which are often easier to finance 
internally owing to their smaller ticket size. Deal 
value has dropped more significantly, indicating 
that the vast majority of activities remain in the 
middle market.4

§ The asset manager consolidation trend remains 
active, with 39 deals already done as of July, for a  
total of $13 billion, which is already $2.6 billion 
more than the peak reached for the whole of 
2021 ($10.4 billion). Asset managers are moving 
away from a unique strategy toward a 
multistrategy approach to reinforce relations 
with LPs through multiple offerings.

§ In case you missed it, Blackstone became the 
first private equity firm to reach $1 trillion in AUM.

1. DPI refers to “distribution to paid-in” and IRR to “internal rate of return.”

2. Traditionally, a buyout is a majority investment in a mature company 
with the intend to restructure its finances, governance and operations to 
maximize returns.

3. Refers to the purchase of a smaller-sized target by an existing portfolio 
company, where the acquired company is integrated into the existing 
portfolio company.

4. Middle-market businesses are generally defined as having revenues 
from $10 million to $1 billion. 


