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Important information

This material is solely for informational purposes and should not be viewed as a current or past recommendation or an offer to sell or the solicitation to buy securities or adopt any investment strategy. The opinions expressed herein represent 

the current, good faith views of the author(s) at the time of publication, are not definitive investment advice, and should not be relied upon as such. This material has been developed internally and/or obtained from sources believed to be 

reliable; however, HarbourVest does not guarantee the accuracy, adequacy or completeness of such information. There is no assurance that any events or projections will occur, and outcomes may be significantly different than the opinions 

shown here. This information, including any projections concerning financial market performance, is based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons.

Market analysis is not representative of any HarbourVest product. This presentation contains quantitative analysis of the global private equity industry derived from HarbourVest’s proprietary Quant Database. The proprietary Quant 

Database is a compilation of private equity partnership and transactional data drawn from internal and external sources. The proprietary Quant Database has been developed internally based on information obtained from sources believed to 

be reliable; however, HarbourVest does not guarantee the accuracy, adequacy or completeness of such information. This proprietary database is intended to be representative of the broader private equity market and does not reflect the 

investment performance of any HarbourVest investment or the experience of any investor in any HarbourVest fund.

Market simulations are not representative of any investor’s experience. Simulated results based on the database will be impacted by an uneven representation of funds with different vintage years, sizes, managers, geographic 

investment focus, and strategies, and a limited pool of investment cash flow data. Capital call and distribution data are based on historic partnership investment cash flows, but do not represent the actual experience of any investor. The actual 

pace and timing of cash flows is likely to be different and will be highly dependent on the underlying partnerships’ commitment pace, the types of investments made by the fund(s), market conditions, and terms of any relevant management 

agreements. Market conditions have a significant impact on investments and could materially change the results. All simulations, projections, and pro forma results are based entirely on the output from numerous mathematical simulations. 

These simulations are unconstrained by the fund size, market opportunity, and minimum commitment amount, and do not take into account the practical aspects of raising and managing a fund. The simulated hypothetical results should be 

used solely as a reference to understand certain characteristics of private equity markets and should not be relied upon to manage investments or make investment decisions. Simulated market performance is not indicative of the future returns 

of any HarbourVest or third party fund or account, and there can be no assurance that future funds or accounts will achieve comparable results. Investments in private funds involve significant risks, including loss of the entire investment.

This communication does not contain investment advice and the information included in it should not be considered as a recommendation to purchase, hold or sell any particular security, financial instrument or specified investment.
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Liquidity challenge in 
private equity
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Liquidity moves in cycles

Note: Contribution and distribution rates are calculated as period contributions or distributions divided by previous valuation.

Source: Burgiss. As of March 31, 2023. 
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Holdings periods tend to extend for deals originating in peak 
environments
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As of December 31, 2022.

Source: HarbourVest investment, monitoring, and due diligence activities. Not representative of any HarbourVest fund or account. Gross of management fees and carried interest.

Global Buyout Holding Periods for Realized Deals
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Portfolio 
construction 
framework for 
private markets
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Return Liquidity Horizon

Asset allocation decisions within private markets need to consider liquidity risk and holding period profile in 
addition to expected return and risk of capital loss characteristics

Liquidity

Horizon

Return

This material has been distributed for informational purposes only.  Forecasts, estimates, and certain information contained herein are based upon proprietary research and should not be considered as investment advice or a recommendation of any 

particular security, strategy or investment product.

D
e

fi
n

it
io

n
K

e
y
 M

e
tr

ic
s

▪ Expected rate of capital 

appreciation and dispersion 

of returns

▪ Level, pace, and volatility of 

cash flows throughout the 

holding period

▪ Period over which capital is 

returned to investors

▪ Expected return

▪ Upside potential (expected 

surplus)

▪ Risk of under-performance 

(expected shortfall*)

▪ Risk of capital loss 

▪ Cumulative net cash flow

▪ Cash flow at risk (CFaR)

▪ Weighted average life of 

NAV (WAL)

*Shortfall risk : average return below the minimum acceptable return (MAR)
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Balancing risk and return considerations with liquidity 
and horizon profile
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For illustrative purposes only. Statements concerning financial market trends are based on current market conditions, which will fluctuate. Forecasts, estimates, and certain information contained herein are based upon proprietary research and should 

not be considered as investment advice or a recommendation of any particular security, strategy or investment product. There is no guarantee that this investment strategy will work under all market conditions or is suitable for all investors. Each 

investor should evaluate their ability to invest long-term, especially during periods of downturn in the market. No representation is being made that any account, product, or strategy will or is likely to achieve profits, losses, or results similar to those 

shown.
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Each asset class is represented by its risk, return, liquidity, and 
horizon characteristics

Value 
Add 
Infra

Higher returning assets generally have larger return dispersion, higher shortfall risk, greater liquidity risk, 
and a longer holding horizon
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Constructing objective-driven portfolios

This material has been distributed for informational purposes only.  Forecasts, estimates, and certain information contained herein are based upon proprietary research and should not be considered as investment advice or a recommendation of any particular 

security, strategy or investment product.

Focus on medium horizon strategies, 

balancing liquidity, outperformance 

potential and risk of underperformance

Focus on maximizing total value 

creation through longer horizon 

strategies

Focus on early distributions, shorter 

horizon strategies with lower liquidity 

risk and lower risk of capital loss
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Constrained short-term liquidity requires a solution 

Example: LP facing current market headwinds

For illustrative purposes only.
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Cash flow forecasting: bottom-up and top-down approach

Recommendations

• Reduce overallocation through a secondary transaction

• Arrange a credit facility to provide immediate liquidity

• Expand allocation to  yield-oriented strategies

Above actions allowed LP to realign their portfolio 
and  take advantage of current market environment

-$600

-$400

-$200

$0

$200

$400

Jun-15 Dec-16 Jun-18 Dec-19 Jun-21 Dec-22 Jun-24 Dec-25 Jun-27

$0

$200

$400

$600

$800

Jun-15 Dec-16 Jun-18 Dec-19 Jun-21 Dec-22 Jun-24 Dec-25 Jun-27

Year Average NCF CFaR

Dec-15 ($5) ($13)

Dec-17 ($129) ($152)

Dec-19 ($545) ($486)

Dec-21 ($784) ($435)

Dec-24 ($127) ($275)

Dec-26 $260 ($116)

Weighted Average Life = 7.2 years

NCF

NAV

Lower current NAV reflecting recent market developments

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$1,600

$1,800

NAV 3/31 Calls Distributions Roll Forward NAV 9/30 NAV Nowcast 9/30

PE NAV 

% AUM
6% 4%

-2%

6%

S&P500

NAV Nowcasting: estimating current portfolio value

Public NAV

NAV Estimate

Aligning the portfolio against long-term objectives

Portfolio simulations: scenario analysis focused on liquidity

Hypothetical Short-Term View: 5-Year Net IRR Hypothetical Long-Term View: 10-Year Net TVPI
Client NCF

Client NAV

Limited 

liquidity



HarbourVest Partners | Confidential

Additional important 
information



HarbourVest Partners | Confidential12

Additional important information
Certain information contained herein (including financial information and information relating to investments) has been obtained from published and non-published sources. Such information has not been independently verified by HarbourVest. 

Except where otherwise indicated herein, the information provided herein is based on matters as they exist as of the date of preparation and not as of any future date, and will not be updated or otherwise revised to reflect information that 

subsequently becomes available, or circumstances existing or changes occurring after the date hereof. Any forecast provided herein is based on HarbourVest’s opinion of the market as of the date of preparation and is subject to change, 

dependent on future changes in the market.  In considering any performance data contained herein, you should bear in mind that past performance is not a reliable indicator of future results. Certain information contained herein constitutes 

forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “should”, “expect”, “anticipate”, “project”, “estimate”, “intend”, “continue”, or “believe” (or the negatives thereof) or other variations thereof. Due to 

various risks and uncertainties, including those discussed above, actual events or results or actual performance of the Fund may differ materially from those reflected or contemplated in such forward-looking statements. As a result, investors 

should not rely on such forward-looking statements in making their investment decisions.  The source of the performance information is HarbourVest. In considering the performance information contained herein, prospective 

investors should bear in mind that past performance is not a reliable indicator of future results, and there can be no assurance that an investment sponsored (or an account managed) by HarbourVest will achieve comparable 

results or be able to implement its investment strategy or meet its performance objectives. The funds that made these investments may have had different terms and investment objectives than those proposed or modeled 

herein.

The foregoing performance information includes realized and unrealized investments. Unrealized investments are valued by HarbourVest in accordance with the valuation guidelines contained in the applicable partnership agreement. Actual 

realized returns on unrealized investments will depend on, among other factors, future operating results, the value of the assets and market conditions at the time of disposition, any related transaction costs, and the timing and manner of sale, 

all of which may differ from the assumptions on which the valuations used in prior performance data contained herein are based. Accordingly, the actual realized returns on these unrealized investments may differ materially from returns 

indicated herein.

Performance is expressed in US dollars, unless otherwise noted. Returns do not include the effect of any withholding taxes. Cash flows are converted to US dollars at historic daily exchange rates, unless otherwise indicated. The return to 

investors whose local currency is not the US dollar may increase or decrease as a result of currency fluctuations.

Monte Carlo Simulations - These model (hypothetical) portfolios, if shown, are intended for illustrative purposes only. Performance information for each hypothetical portfolio utilized a Monte Carlo Simulation and are based on the actual cash 

flows of a proprietary data set that includes partnership investments made by Funds, along with partnership data from external sources. The capital calls and distribution data is based on historic partnership investment cash flows but does not 

represent the actual experience of any investor or Fund. The results of the simulation are impacted by an uneven representation of funds with different vintage years, sizes, managers, and strategies, and a limited pool of investment cash flow 

data. The actual pace and timing of cash flows is likely to be different and will be highly dependent on the underlying partnerships’ commitment pace, the types of investments made by the Fund(s), market conditions, and terms of any relevant 

management agreements. The results presented are based entirely on the output from numerous mathematical simulations. The simulations are unconstrained by the fund size, market opportunity, and minimum commitment amount, and do 

not take into account the practical aspects of raising and managing a fund. The simulated hypothetical portfolio results should be used solely as a guide and should not be relied upon to manage your investments or make investment decisions. 

Simulated fees and carry - The simulated performance presented herein does not reflect any actual fees or expenses experienced by a client or investor. Instead, the simulated performance utilizes model management fees and carry that are 

assumed for modeling purposes only and applied as described below. No actual client or investor attained the performance presented here. Management fees are calculated either based on committed or invested capital and applied to 

portfolio’s gross capital calls according to a specified fee rate and a fee term. Carry is accrued based on a specified carry rate and applied to a portfolio’s total value after the applicable carry hurdle rate is met. Accrued carry is applied to gross 

NAV. Carry starts being distributed (paid out of distributions) once committed capital has been returned to investors.

Epidemics, Pandemics and Other Health Risks

Many countries have experienced infectious illnesses in recent decades, including swine flu, avian influenza, SARS and 2019-nCoV (the “Coronavirus”). In December 2019, an initial outbreak of the Coronavirus was reported in Hubei, China. 

Since then, a large and growing number of cases have been confirmed around the world. The Coronavirus outbreak has resulted in numerous deaths and the imposition of both local and more widespread “work from home” and other quarantine 

measures, border closures and other travel restrictions causing social unrest and commercial disruption on a global scale. The World Health Organization has declared the Coronavirus outbreak a pandemic. The ongoing spread of the 

Coronavirus has had and will continue to have a material adverse impact on local economies in the affected jurisdictions and also on the global economy as cross-border commercial activity and market sentiment are increasingly impacted by 

the outbreak and government and other measures seeking to contain its spread. In addition to these developments having potentially adverse consequences for underlying portfolio investments of the Fund and the value of the Fund’s 

investments therein, the operations of HarbourVest and the Fund have been, and could continue to be, adversely impacted, including through quarantine measures and travel restrictions imposed on HarbourVest personnel or service providers 

based around the world, and any related health issues of such personnel or service providers. Any of the foregoing events could materially and adversely affect the Fund’s ability to source, manage and divest its investments and its ability to 

fulfill its investment objectives. Similar consequences could arise with respect to other comparable infectious diseases.
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