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First-closing fee discounts can set GPs apart
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How are fee discounts given in 20187

Do you offer early bird only fee discounts?
(Source: pfm Fees & Expenses Survey 2018)

Are preferential rates given to LPs participating in a first close?
(Source: AIMA Financing the Economy 2018 survey)
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A surprising number of private markets managers don’t offer a break to their funds' earliest investors.

Private fund managers seem reticent to offer early-bird management fee discounts, according to two new
surveys, closing a potential avenue to differentiate themselves as fundraising slows down.

Private Debt Investor sister publication pfm found in a fees-and-expenses survey that 33 percent of respondents
offered discounts to limited partners participating in first closes. Those firms participating in the survey tilted
heavily toward private equity firms, with 81 percent of respondents identifying themselves as an equity-based
strategy or part of adiversified platform.

On Tuesday, a separate survey from the Alternative Investment Management Association showed that 18 percent
of private credit managers offer discounts to L Ps that take part in avehicle’ sinitial closing. Those answering the
survey’s queries were explicitly private debt managers.
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LPs have told PDI and said in surveys that fees aren’t necessarily top of mind; often track record and firm
personnel are among the most important factors. But in an era where fundraising is slowing down, or at least
reverting to the mean — managers raised $159.26 billion in the first three quarters of 2017, compared to just
$88.57 billion in the first nine months of 2018 — managers might think of simple measures that could sway LPs.



