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Access to Top Private Equity Funds Starts With Early Discovery 
Chris Anderson – March 2019 

 

TIFF members and prospective members tend to ask penetrating questions when faced with hard decisions 

on whether or how much to allocate to private investment opportunities that hold at least the prospect of a 

meaningful return premium over public equities. One of the most interesting arose in a recent conversation 

when a member asked us: Do we feel we are getting access to the managers we want? 

 

This question seems simple, but a complex set of elements are packed into the answer. A thoughtful 

response might survey the available universe of managers, but more importantly it must address our own 

manager selection process and how we allocate our time and resources. We are vigilant about understanding 

whether our approach is drifting into conventional thinking about access in the private equity domain or 

whether we are continuing to execute a distinct process tailored to best serve our members’ long-term 

interests. 

 

Being differentiated in a way that gives us a chance to meet the high bar of our members’ investment goals 

requires our team to adhere to a certain discipline—one that we believe, by the way, has been successful in 

the 20-plus years of TIFF’s private investing experience. That discipline calls for a nuanced view of “access.” 

Put simply, we want to focus on finding emerging best-in-class managers—the next elite names—and not be 

blinded by the allure of a big, long-established, branded private equity or venture capital fund. 

 

To understand the nuances behind that last sentence, it helps to have a feel for the evolution of private 

investing. At the dawn of private equity investing, angel investors and high-net-worth individuals often formed 

cohorts or investment clubs to pool resources, learn from others, and build access to a wide array of 

compelling investment opportunities, all in the name of maximizing their potential to earn profits. Over time, 

specialist private equity managers began raising discretionary pools of capital, and some naturally began 

raising capital from endowments, family offices, pension funds, and consultants. The most coveted managers 

had a knack for recruiting and training the highest-pedigreed teams, securing proprietary deal flow, and 

typically maintaining steady and strong investment performance.  

 

Simultaneously, access to these pools of capital came to be regarded by institutional investors as a critical 

differentiator among peer institutions—a cornerstone to building a high-quality portfolio and a badge of honor 

to be worn proudly.  It meant being in an exclusive club. We at TIFF don’t minimize the importance of these 

kinds of relationships. In fact, we have been fortunate to gain and build access to a variety of private equity 

managers that we rate as exceptional. The key for us, however, was early identification and a decision to risk 

capital with relatively new managers that we felt had the potential to rise to the top. Names such as First 

Round Capital, Altor, SCF Partners, Floodgate, Charlesbank, Alchemy, and Berkshire Partners come to mind. 

These are now well-established, high-demand brands with limited access, but we were fortunate enough to 

have discovered them before they had made their mark. Over time, each earned a reputation for maintaining 

high-quality partnerships and organizational continuity as well as strong performance. 

 

The reverse scenario—one where we missed the boat and never gained access to a particular high-quality 

manager—raises another interesting question:  Is it ever too late to gain a coveted seat at the table?  Some in 

the industry would say not likely, as long as the manager’s performance holds up. In our view, institutions 

seeking access to a manager who repeatedly tells interested investors “no” runs the risk of falling under the 
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influence of a selection bias if the manager grants them access.  The temptation to presume that value exists 

when something is viewed as scarce by so many peers is real in this scenario. We try hard to avoid it.  

 

Our due diligence always weighs such factors as repeatable competitive edge, potential to outperform public 

equities by a meaningful margin across cycles, credentials of the team, value-orientation, and operational 

value add. There is another factor, however, that we focus on but haven’t cited as frequently: opportunity 

cost. Is the capital allocation we might be granted by a highly sought-after manager so scarce that it is sub-

scale and unlikely to grow to a meaningful level that fits with our portfolio construction? What other 

opportunities might we sacrifice to marshal the resources and capital necessary to complete our due 

diligence and make an investment? This becomes a question of how to allocate staff time most efficiently. In 

our view, the more productive option is to spend meaningful resources to fully vet a newer, emerging 

manager. The best among these managers are more likely to accommodate a commitment size that 

represents an improved fit with our long-term portfolio construction. Moreover, investing with a newer 

manager holds out the prospect, at least, of a higher-quality, more transparent relationship, as well as the 

possibility of more attractive fees.  

 

When we make such choices, one consideration is the durability of the economic alignment between the 

general partner and the limited partners. Some managers clearly recognize that investors have developed 

strong demand for access to their funds, and they begin to build a substantial business based on that 

demand. This often results in extensive product proliferation, increasing fund sizes, and more frequent fund 

raises—particularly in frothy environments like the one we have experienced for the last several years. This 

dynamic can meaningfully increase management fee income into the partnership, potentially enriching the 

leaders of the firm without the alignment of needing to produce profits on their investors’ capital. Our clear 

preference is to target those managers who prefer to earn their wealth through the creation of significant 

investment profits and carried interest. They tend to be methodical in their capital raises and deployment, and 

they make modest and well-reasoned changes in fund sizes over time. Our discovery process is designed to 

clarify which type of manager we are dealing with.  

  

To gain more insight into product proliferation and fund size trends, we recently studied the PitchBook 

database to analyze the fundraising history of 26 US private equity managers that generally fit in the high-

demand, access-constrained category. The group included buyout, venture capital, and growth equity 

managers. From 2000 through 2009, the group raised 79 funds with an average size of $1.1 billion, taking 

approximately 2.4 years on average between fundraises. From 2010 through roughly the third quarter of 

2018, their collective fund count had risen more than 53%, average fund size had increased nearly 80%, and 

the time between fundraises had fallen by 21%. While this trend may have been driven by a higher volume of 

investment opportunities in a world where asset prices have noticeably risen, there is a significant possibility 

that these firms are essentially monetizing their demand from limited partners. It is this sort of awareness of 

market trends that helps us answer the question: What exactly would we be gaining access to in these 

scenarios?   

 

Another relevant market trend we are watching is the uptick in market share of new managers, including pre-

fund sponsors. The market share of new managers declined after the Great Financial Crisis, bottoming out at 

about 5% in 2013, according to PitchBook. Today, new managers have doubled market share to about 10% 

of funds raised in the US, and we expect this trend to continue, temporarily at least, with the publicized and 

increasing pursuit of emerging managers by large pension funds, among others. While this may increase 
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competition for securing early access to some funds, it should be noted that some of our defining criteria for 

emerging managers (firm tenure, fund size) often diverge from those applied by investors new to the 

category. We also question the long-term fit of this class of managers with these institutions, particularly the 

larger pension plans. These investments, which are often small relative to their normal “bite sizes,” do not 

scale up to materially contribute to their overall portfolio’s performance and thus do not “move the needle.”  

Additionally, these institutions typically do not maintain the requisite staffing to build and monitor such a 

portfolio, which we acknowledge is quite resource-intensive and requires a dedicated long-term effort.  In our 

view, TIFF's long-term edge in picking emerging managers stems from our investment process, our 

preference for the smaller end of the emerging manager spectrum, our longtime commitment to and 

reputation with emerging managers, and the positive experience we've had with early allocations to such 

managers.  

 

From the launch of TIFF’s private investment program in 1997, we believe we have been successful at 

identifying emerging managers that have gone on to prove their worth as consistently strong performers. We 

have forged tight, long-term relationships with them as we built their funds into our portfolios. It is not a 

distinct strategy allocation that we feel we must fill; these managers compete for your capital like all others. 

By maintaining this perspective, we are confident that emerging managers with a decent likelihood of future 

long-term success will find a way into our portfolios and that we can avoid chasing many of the big, brand-

name managers. Will we invest in every top-performing emerging manager in their respective strategies?  

Certainly not.  Do we feel we are gaining access to the managers we need in our portfolio to further our 

mission in support of endowed non-profits?  Yes, we do.  

 

 

 

 

 

 

The information discussed in this article is for informational purposes only. Nothing contained in 

this article should be construed as investment advice or should be considered a recommendation 

to buy or sell any security or guaranty future results. This article also does not constitute an offer to 

sell or a solicitation of an offer to buy interests in any particular security, including interests in any 

TIFF investment vehicle. This article may include "forward-looking statements," such as information 

about possible or assumed investment returns or general economic conditions. Actual results may 

differ materially from the information included in this article and no information in this article will be 

updated to reflect actual results or changes in expectations. 

 

 

 


