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Private Equity Fund of Funds Managers Explore Alternative 
Options to Attract Investors 

Multi-manager vehicles turn to emerging mandates, co-investments and secondaries 

In the decade since the Global Financial Crisis, private equity funds of funds have not kept pace with the growth of the 
overall private equity market. Many large investors have expanded their in-house investment teams, and the majority 
now prefer to access the market solely through direct commitments to commingled funds. Just 14% of investors view 
funds of funds as presenting the best investment opportunities in 2017, and so fund of funds managers are exploring 
new avenues to appeal to investors and attract capital. For example, with many smaller investors lacking the 
experience or expertise to evaluate emerging managers, fund of funds managers have stepped in, and over half 
(56%) have shown interest in investing in first-time funds. Additionally, fund of funds managers have differentiated 
themselves from other firms by making greater use of alternative investment methods in order to offer investors more 
tailored routes to access the private equity market.  

For more information and analysis, see the full 2017 Private Equity Funds of Funds Report here: 

https://www.preqin.com/docs/reports/Preqin-Special-Report-Private-Equity-Funds-of-Funds-November-
2017.pdf  

Key Private Equity Fund of Funds Facts: 

• Private equity funds of funds represent a smaller proportion of the asset class then they did a decade 

ago. They made up 18% of funds closed in 2007, and accounted for 15% of capital raised. In 2017 YTD, these 

figures have fallen to 9% and 4%, respectively. 

• Just 14% of investors thought that funds of funds offered the best investment opportunities as at June 

2017, and the same proportion will target new investments in funds of funds in the next 12 months. 

• Fund of funds managers put greater focus on emerging manager funds. Over half (56%) will invest in first-

time funds, compared to 27% of other investor types. 

• By contrast, while just 14% of fund of funds managers will not invest in first-time funds, this figure stands at 

47% for other investor types. 

• While 74% of fund of funds managers will co-invest alongside commingled funds, 37% of other investor 

types will do the same. 

• Additionally, while 67% of fund of funds managers use separate accounts, only a quarter of other investor 

types do the same. 

• Fund of funds managers have also raised dedicated secondaries vehicles, and 2016 saw a record level of 

capital raised by these funds, with 14 funds securing $23.4bn. 

Christopher Elvin, Head of Private Equity Products: 

 “Although the private equity fund of funds industry has seen relatively stable levels of capital raised over recent years, 
these vehicles are accounting for a smaller proportion of overall private equity fundraising. By turning their attention 
and expertise towards emerging manager funds, as well as towards alternative investment structures, private equity 
fund of funds managers are adjusting their practices and seeking to offer investors more tailored options for accessing 
the private equity market.  

However, the private equity industry is continuing to grow, and large numbers of smaller investors have established or 
expanded their allocations to the asset class in recent years. In this context, funds of funds remain an essential 
component of the industry, offering these investors the ability to access larger funds, and providing the expertise and 
experience that most smaller investors do not have in-house. As long as fund of funds managers are able to properly 
target these smaller investors by demonstrating their value in their respective niches, the fund of funds industry can 
continue to see growth in the years to come.” 
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Preqin is the leading source of information for the alternative assets industry, providing insight and analysis gathered 

by its global teams of dedicated researchers. Founded in 2003, the company is a frequent source of intelligence used 

in the global financial press, through its online databases, regular publications and bespoke data requests.  

For more information, contact our dedicated press team at press@preqin.com or call (+44) 20 3207 0265. 
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