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Knowledge Center 
The Basics

Introduction to  
Private Equity 

What is private equity?

In the simplest terms, private equity, also known as PE, is an 
investment in which funds are raised from investors, pooled-or 
co-mingled, and used to acquire equity ownership in private 
companies that are not listed on a public stock exchange.

Private equity firms use these funds to invest debt or equity in 
businesses, referred to as portfolio companies. Private equity-
backed companies run the gamut, from early-stage start-ups 
to decades-old businesses of all sizes across many industries 
throughout the world. PE firms selectively choose portfolio 
companies they believe can increase in value, with the aim of 
generating positive returns.

Newer forms of private investments can take the form of loans to 
private companies, investments in real estate, and the funding of 
critical infrastructure projects, as just a few examples.

PE firms have more control over private companies versus ones 
that are publicly traded. They often take an active management 
role, which can mean that the Private equity firms work 
alongside the portfolio company management team, providing 
strategic guidance and operational support. This often involves 
implementing operational improvements, expanding the business 
or restructuring the company’s operations to increase its profitability.

Private equity firms typically operate with a long-term investment 
horizon and have a set timeline for their investments. They may 
hold onto their investments for a number of years and sell them 
vis-à-vis an initial public offering (IPO) or to another company. 
Active management, long investment time periods and financial 
leverage can all contribute to increasing a portfolio company’s value.

WHAT YOU SHOULD KNOW:
 ` Private equity (PE) is the 

investment of capital in a 
private company as opposed to 
the stocks of companies listed 
on public exchanges.

 ` Hamilton Lane data  
shows that private equity 
significantly outperformed 
publicly traded equities over  
the last two decades.1

 ` Private equity can help 
investors gain diversification 
since private companies 
represent a wide variety of 
industries; meanwhile, the 
public equity market tends to 
be dominated by companies in 
a limited number of industries.
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How to access private equity buying opportunities?
Historically, investors accessed private equity investment opportunities through a range of vehicles, including 
direct investments into companies, commingled funds that invest in a mix of private companies, multi-
manager funds that invest in a group of investment managers’ funds and separately managed accounts (SMA) 
- a fund structure between one fund manager and one investor. More recently, many private market managers 
have launched funds in investor-friendly structures (i.e., evergreen funds) that have made private markets more 
accessible to a wider group of investors. These investment vehicles may acquire private companies, they may 
purchase public companies or even invest in buyouts as part of a consortium. However, they typically do not 
hold stakes in companies that remain public. To learn more about evergreen funds, read here.

How can private equity fit in investors’ portfolios?
Private equity can play a few different roles in an investor’s portfolio. One of the primary goals is to 
deliver returns that exceed those of the public market, and this has historically been the case. In fact, our 
data suggests that global private equity funds, on a net basis (after all management fees, expenses and 
performance fees are accounted for), have consistently outperformed traded equities over most of the  
past 20 years.

Private Equities Have an Impressive Track Record Outperforming Public Equities
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1 Hamilton Lane Data, Bloomberg (January 2023)

Private equity may also give investors exposure to 
the broader economy, thereby increasing portfolio 
diversification. And many companies with annual 
revenues in excess of $100 million are choosing 
to stay private for longer. This variety can help 
investors tap into a broader base of investment 
opportunities. In comparison, public markets in 
many major economies are concentrated. They 
are dominated by a small number of very large 
companies and because early-stage companies are 
naturally not suitable candidates for public listing, 
they are under-represented in the public markets.
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As you consider how this asset class fits into your portfolio, here are just some of the investment  
strategies you may hear discussed:

Buyout: This strategy typically uses financial leverage to acquire mature companies that tend to generate 
operating cash flows.

Venture/growth equity: These investments aim for growth over the long term by investing in startup and  
early-stage companies that are relatively mature.

Secondaries: This is a strategy whereby investors buy into previously issued private equity investments. 
For instance, a secondary buyer can purchase pre-existing shares in private equity funds from their original 
investor and, in turn, become a replacement investor (i.e., as a limited partner or LP). 

Direct or co-investment: These investments are made directly in a company or asset alongside a general 
partner (GP). These investments are minority, passive positions that are made on the same terms as the GP. 

DISCLOSURES

As of May 30, 2023 unless otherwise noted.

This document has been prepared solely for informational purposes and contains confidential and proprietary information, the disclosure of 
which could be harmful to Hamilton Lane. Accordingly, the recipients of this document are requested to maintain the confidentiality of the 
information contained herein. This document may not be copied or distributed, in whole or in part, without the prior written consent of Hamilton Lane.

There are a number of factors that can affect the private markets which can have a substantial impact on the results included in this analysis. 
There is no guarantee that this analysis will accurately reflect actual results which may differ materially. These valuations do not necessarily 
reflect current values in light of market disruptions and volatility experienced in the fourth quarter of 2020, particularly in relation to the 
evolving impact of COVID-19, which is affecting markets globally.

The information contained in this presentation may include forward-looking statements. Forward-looking statements include a number of 
risks, uncertainties and other factors beyond our control which may result in material differences in actual results, performance or other 
expectations. The opinions, estimates and analyses reflect our current judgment, which may change in the future.

All opinions, estimates and forecasts contained herein are based on information available to Hamilton Lane as of the date of this 
presentation and are subject to change. The information included in this presentation has not been reviewed or audited by independent 
public accountants. Certain information included herein has been obtained from sources that Hamilton Lane believes to be reliable but the 
accuracy of such information cannot be guaranteed.

This presentation is not an offer to sell, or a solicitation of any offer to buy, any security or to enter into any agreement with Hamilton Lane or 
any of  its affiliates. Any such offering will be made only at your request. We do not intend that any public offering will be made by us at any 
time with respect to any potential transaction discussed in this presentation. Any offering or potential transaction will be made pursuant to 
separate documentation negotiated between us, which will supersede entirely the information contained herein.

The information herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice, or investment 
recommendations. You should consult your accounting, legal, tax or other advisors about the matters discussed herein.

Hamilton Lane (UK) Limited is a wholly-owned subsidiary of Hamilton Lane Advisors, L.L.C. Hamilton Lane (UK) Limited is authorized and 
regulated by the Financial Conducts Authority. In the UK this communication is directed solely at persons who would be classified as a 
professional client or eligible counterparty under the FCA Handbook of Rules and Guidance. Its contents are not directed at, may not be 
suitable for and should not be relied upon by retail clients.

Hamilton Lane Advisors, L.L.C. is exempt from the requirement to hold an Australian financial services license under the Corporations Act 
2001 in respect of the financial services by operation of ASIC Class Order 03/1100: U.S. SEC regulated financial service providers. Hamilton 
Lane Advisors, L.L.C. is regulated by the SEC under U.S. laws, which differ from Australian laws. The PDS and target market determination for 
the Hamilton Lane Global Private assets Fund (AUD) can be obtained by calling 02 9293 7950 or visiting our website www.hamiltonlane.com.au.

Hamilton Lane (Germany) GmbH is a wholly-owned subsidiary of Hamilton Lane Advisors, L.L.C. Hamilton Lane (Germany) GmbH is 
authorised and regulated by the Federal Financial Supervisory Authority (BaFin). In the European Economic Area this communication 
is directed solely at persons who would be classified as professional investors within the meaning of Directive 2011/61/EU (AIFMD). Its 
contents are not directed at, may not be suitable for and should not be relied upon by retail clients.
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