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If the current downturn mimics the 2008 financial crisis, private equity may see a few years of industry
consolidation before diversifying again. In 2007, on the eve of the GFC, firms with at least $10B in AUM
accounted for about 41.1% of the industry’s capital. Today’s market is even more top-heavy: firms with at least
$10B in assets accounted for 51.9% of industry AUM as of 2019, while the $1B-$10B range added another
$35.3%. That translated into sub-$1B firms commanding less than 13% of assets.

Consolidation around larger, multi-strategy firms will provide a cushion for the industry, according to
PitchBook’s Quantitative Perspectives Report. The haves may become have-mores when all is said and
done—consider the 2008 experience for PE firm survival rates. The chart above shows that 73.4% of investors
that were active pre-GFC raised at least one fund since that crisis, but the remaining 26.5% have faded away.
Reasons vary for winding down, but many of them are likely rooted in poor performance. The PE industry as a
whole survived relatively intact, but lots of individual funds—and firms—were crippled by losses.

It’s relatively easy to find opportunities in a downturn—it’s much harder to keep current investments healthy and
primed for exit once the storm passes. Smaller firms tend to have a tougher time given their more limited
resources; they often lack the back-office resources and larger investment teams that come in handy when

https://theleadleft.com/wp-content/uploads/2020/05/May-11-2020-PitchBook.png
https://theleadleft.com/wp-content/uploads/2020/05/PitchBook_Quantitative_Perspectives_US_Private_Equity_During_Economic_Turmoil.pdf
https://files.pitchbook.com/website/files/pdf/PitchBook_Quantitative_Perspectives_US_Private_Equity_During_Economic_Turmoil.pdf
https://files.pitchbook.com/website/files/pdf/PitchBook_Quantitative_Perspectives_US_Private_Equity_During_Economic_Turmoil.pdf


several fires have to be put out simultaneously. Smaller investors were more vulnerable during the 2008
financial crisis, which is worth keeping in mind amidst a new downturn that is wreaking havoc on smaller
businesses.


