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PE hold times keep falling

PitchBook | January 23, 2020
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Now down to 4.9 years, the median holding time of PE assets continues to fall. That's the first sub-5 year
reading since 2011, a timeframe that saw a peak of 6.2 years back in 2014, according to PitchBook’s latest
Breakdown Report. Much of the overall downfall—a good trend to see falling—is due to top-quartile hold times,
which are now down to 7.1 years on a median basis. In 2016 top-quartile hold times peaked at almost nine years.
That'safairly quick collapsein just afew years, probably a healthy one.

Knowing when to sell isn’'t aways straightforward. Portfolio companies aren’t “positions’ that can be pared
down or modified if market conditions change. Companies are big and clunky and buy-side love is in the eye of
the beholder. But exits have been a bit easier to achieve in the past few years amidst a broader M&A boom.
That's made it easier to offload companies a bit sooner than they have in the past. There's also a motivation to
spend more time on the fundraising trail, which, perhaps coincidentally, has been on fire since 2016.

Less coincidental isarisein exit committees across the industry. Formalized investment committees date back to
PE's earliest days, and each portfolio company tends to have a cheerleader who spearheads the firm's
investment. For a long time, investment decisions have passed through a more rigorous approval process while
exit decisions are made by one or two senior directors who were “responsible” for that investment. Emotions get
involved at the exit stage, and an increasing number of firms are formalizing those decisions and taking away
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individual decisionmaking. That trend is probably contributing to shorter holding times, which probably makes
many L Ps happy twice over.



