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Against a backdrop of high economic and financial uncertainty, 
we have seen increasing interest for private markets. Last year 
the global value of the industry grew by more than $10 trillion 
and it is expected to reach $18 trillion by 20261.

 
The recent end to history’s longest-ever economic expansion 
has created uncertainty in stock markets and beyond.

The need for returns, a regular income and diversification 
have brought private assets to the forefront, and a major shift 
is taking place. One in which private assets – investments 
not listed or traded in public markets – are no longer 
reserved for large institutions.

The democratization of private assets, such as private equity 
or real estate, is accelerating amongst investors globally. 
Regulations around who can own these assets are changing 
to accommodate retail investors, while technology is 
simultaneously making them easier to access.

 

 
Product innovation is supporting the development of 
new funds designed around private investor needs. 
New investment solutions, like the European Long Term 
Investment Fund (ELTIF), are being developed to  
unlock access.

We believe that including private assets as part of a 
portfolio is increasingly relevant for private investors to 
reach their long-term goals and to achieve a balanced, 
diversified portfolio.

The attraction of portfolio diversification through the use 
of private equity is that it brings different performance 
characteristics. Historically, the investment returns of  
private equity have exceeded those of listed equities,  
as well as having lower volatility as shown below.

1  Source: Prequin, Financial Times, April 2022.
2 Figures shown are as of Q1 2022 and net of underlying fund fees, expenses and performance fees and gross of Schroders Capital’s fund fees, expenses and performance 
 fees, as calculated in €. Including all investments from 2006/2011/2016–2020. Public Market Equivalent (PME) based on IRRs compared to MSCI ACWI Long Nickels PME.  
 Source: MSCI, Bloomberg, Schroders Capital, 2022.
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Strong returns vs. public markets2...

Past performance is not a guide to future performance.  
Forecasts and estimates may not be realized.
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...lower volatility3... 
Annualized quarterly volatility (10 years)

...and lower correlation3.

Past performance is not a guide to future performance.
Source: MSCI, Bloomberg, Schroders Capital, 2022. 
3 Volatility and correlation based on quarterly returns over 10 years between Q2 2012 and Q1 2022.
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Schroders Capital MSCI World TR Bloomberg Barclays Global HY

Schroders Capital 1.0000 0.6805 0.5442

MSCI World TR 0.6805 1.0000 0.8487

Bloomberg Barclays Global HY 0.5442 0.8487 1.0000
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Why invest in Private Equity?

Source: Schroders, 2022. 
4  OECD, 2019.

1. Listed companies are only the tip of the economic iceberg

At its core Private Equity means investing in companies 
that are not listed on the stock market. Investors still own a 
share of the company in the same way they do when they 
buy shares in listed companies, the difference is the means 
by which they are able to transact in these shares. For 
listed companies there is typically a free float of shares so 
that investors are usually always able to buy or sell shares 
in the secondary market. With private equity, ownership 
changes typically structured around large transactions. 
Private Equity allows access to different parts of the 
economic ecosystem than public markets. The number 

of unlisted investment opportunities far exceeds those 
listed. For those small and mid-sized companies, they have 
often been started by entrepreneurs or passed between 
family generations. Private equity is playing a critical role in 
providing additional capital to these businesses to support 
further growth. Businesses of this size are too small to be 
listed – the additional costs would be uneconomic – which 
means that previously the only other option was to rely on 
bank financing or be acquired by a large corporate buyer.  
In Europe, over 60% of deals in small buyouts are of  
family businesses.
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Small and medium-sized enterprises employed 
two thirds of the active population in the EU’s 
non-financial business economy in 20194

When investing in small and mid-sized companies, the value 
is created through transformation. For example, providing 
capital to expand in new markets, investing in new systems 
and technology, hire new management, etc. There is much 

less emphasis on financial engineering and use of debt to 
generate performance which tends to be more the case with 
large and mage buyout private equity deals.
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The views shared are those of Schroders Capital and may not lead to favorable investment outcomes.

Illiquidity = uncertainty/risk

Investors are compensated for illiquidity risks

Illiquidity = active choice/opportunity

Investors are compensated for  
skill advantages applied to  

complex investment situations

2. Complexity premium is the new illiquidity premium

The idea of the illiquidity premium implies that unless 
investors are paid for accepting illiquidity, they would 
not do so. However, expected outperformance is not the 
only benefit that private assets provide. There is also a 
lower actual volatility, diversification opportunities and the 
possibility to achieve sustainability and impact targets.

In our view, return premia can be captured in private assets 
when two factors meet:

 – first a situation arises that is particularly complex in 
terms of access, risks and opportunities;

 – second, rare skills are deployed to source, select and 
negotiate, develop and exit the investment.

 
 

The nature of the complexity premium differs depending on 
the type of asset, but both of these things are needed for 
it to emerge. A complex situation without the appropriate 
skills to engage with it successfully cannot offer the 
possibility to capture a complexity premium.

Skill differences are generally more pronounced in private 
assets than for listed investments, as access to investments 
and information is generally much more limited. Investors 
also take a much more active role in sourcing, accessing, 
negotiating, transforming and exiting an investment on the 
private asset side. Within private assets, skill differences 
become especially pronounced in what we call the “long 
tail” of investment opportunities – the vast majority of 
transactions have smaller deal sizes and are sourced in less 
efficient markets.

Traditional explanation of  
expected outperformance

New paradigm:  
Complexity premium
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Sources: Schroders Capital, https://sustainabledevelopment.un.org/, 2022.
5  The Schroders RISE (Raising Impact, Sustainability and Engagement) Framework encompasses four proprietary assessment frameworks for direct/co-investments and funds.
  UN Sustainable Development Goals. Schroders has been granted with UN license to use UN SDG logos.  
 RepRisk Monitoring (1–100). 
 World-Check service conducts contracting party risk assessment. 
 S&P Global Sustainable 1 Trucost GHG emissions proxy data.

3. Private Equity is about patient capital

Returns come to those who wait. A long term objective 
allows for strategic change and growth without the 
pressure of quarterly earnings reporting. 

All involved parties have a strong alignment of interest in 
terms of long-term objectives that are structured around 
high valuation at exit.

4. Private equity and sustainable investing are aligned

Private equity is well positioned to promote sustainable 
business practices and behaviours. The typical holding 
period of 3–7 years and actively engaging with the 
companies provides the opportunity to implement 

sustainability improvements over a longer time period. 
Thriving small and medium size enterprises are beneficial 
to the long term wellbeing of our economy and important 
providers of employment.

Fully integrated Sustainability and Impact framework

Selection process RISE assessment frameworks5 Engagement and reporting

RISE primary

RISE Direct RISE Impact

RISE SDG Assessment

Positive selection 

Favour investments with 
strong ESG credentials 
and/or SDG2 alignment

Exclusion 

Extensive exclusion  
criteria based on alignment with 

our S&I principles and ‘do no 
harm’ commitment 

Engagement 

Interaction with funds and  
portfolio companies to encourage 

and enforce positive ESG and ‘good 
governance’ practices

Monitoring and Reporting 

Enhanced ESG reporting and 
assessment framework 

Developing

Leading

Developing Developing Developing

Leading InitialLeading
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Co-investments:  
what they are and how they work
Co-investments are an attractive opportunity to invest directly 
in unlisted companies alongside specialized private equity 
fund managers. The purchase of normally a controlling stake in 
a mature company with the intention to influence the business 
is called buyout transaction.

Diversification 
Working with multiple specialised 
fund managers with sector and 
geographic networks diversifies 
concentration risk and offers wider 
access to attractive investments.

Lower fees than private  
equity funds  
Co-investments often available to 
Schroders Capital on preferred terms 
due to deeper relationship (zero or low 
management fee, no carried interest).

Sustainability  
Actively engaging with companies 
gives the opportunity to promote  
more sustainable business practices 
and behaviours.

Relationships with G Ps 
through PE Fund 

investments

C ontrol

Fund manager

C ontrol

C o- investment direct 
into companies Investment managerInvestment manager

Schroders Capital Private Equity

Schroders Capital Private Equity ELTIF 2023

Company 1 Company 2 Company 3 Company 4

PE Fund A PE Fund B

PE General Partner A PE General Partner B

Key benefits for investors
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Investing in ELTIFs

The European Long-Term Investment Fund, or ELTIF, is a 
type of collective investment framework allowing investors 
to put money into companies and projects that need 
long-term capital. It’s designed to increase the amount of 

non-bank finance available for companies investing in the 
real economy of the European Union. At least 70% must be 
invested in unlisted companies needing long term capital.

Long-term Returns 
ELTIF provides investors with attractive  
returns from complex investment opportunities 
by deploying appropriate skills  
(‘complexity premium’) 

Portfolio Diversification 
Investing in small/medium sized companies 
that are not accessible through public markets 
provides diversification benefits

Direct Ownership 
Actively engaging with private companies gives 
the opportunity to promote more sustainable 
business practices and behaviours

Increased Access 
Providing access to private equity investments 
in a form designed around the needs of high  
net-worth investors

Regulated Structure 
ELTIF can be offered only by an authorised 
manager under the EU’s Alternative Investment 
Fund Managers Directive (AIFMD) and is 
subject to its rules

Benefits for investors
European Long-Term Investment Fund (ELTIF) 
Helping the European economy to grow sustainably

Past performance is not a guide to future performance.
Source: EU, EFAMA, Schroders Capital, 2022.
The views shared are those of Schroders Capital and may not lead to favorable 
investment outcomes. Diversification cannot ensure profits or protect against  
the loss of principal.

Sustainability 
It could help in meeting sustainability investment 
goals, for instance an Article 86 ELTIF.

6  An Article 8 Fund under SFDR is defined as “a Fund which promotes, among other 
characteristics, environmental or social characteristics, or a combination of those 
characteristics, provided that the companies in which the investments are made follow 
good governance practices”.

Schroders Capital
Private Equity ELTIF 2023
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European Long-Term 
Investment Funds are 
designed to channel  
non-bank finance toward 
the real economy of the 
European Union allowing 
investors to put money  
into companies that  
need long-term capital.
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Minimum initial subscription: €10.000.

Target return: 1.9x net Total Value to Paid In (TVPI) to 
investors. TVPI is a measure of the performance of a 
private equity fund. It represents the ratio of the fair market 
value of investments plus all distributions to investors, 
relative to the total invested capital paid into the fund.

Strong investment theme: Emphasis on growth engine of 
European economy focusing on small- and mid-buyout and 
growth strategies.

ESG criteria: Article 87 under SFDR. Application of RISE 
framework, full support of Schroders ESG team.

Track record: Investment strategy aligned with  
Schroders Capital’s investment programmes with a  
25 year track record.

Investment pace: Target 10 year fund term. 2 year 
investment period made possible through accelerated 
deployment in co-investments.

Fee efficiency: 100% focus on co-investments  
offers high fee efficiency mostly on a ‘zero fee, zero  
carry’ basis.

Schroders Capital  
Private Equity ELTIF 2023

Source: Schroders, 2022.
7 An Article 8 Fund under SFDR is defined as “a Fund which promotes, among other characteristics, environmental or social characteristics, or a combination of those  
 characteristics, provided that the companies in which the investments are made follow good governance practices”.
8  Small to Medium size enterprises defined as companies <€/$1,000m enterprise value.
9  Companies with operational exposure to Europe but not located in Europe.
Investment allocations are indicative and there is no guarantee that Schroders Capital meets the stated target allocation and target return.

Key features

Target allocation:

Strategy

Region

Industry

Type

Small/Mid buyout8

~80%

Growth

~20%

Direct/Co-investments

100%

Healthcare

~25%

IT & Software

~25%

Consumer

~20%

Business
services

~15%

Industrials

~15%

Europe

60–70%

Non-Europe9

30–40%

Schroders Capital
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Small and mid-buyouts  
possible outperformance

The focus on small and medium buyouts gives the ELTIF a 
distinction to other private equity funds that tend to have 
a bias toward large buyouts and pre-IPO10 venture capital, 
where correlation to the public markets is higher. In the 
assessment of Schroders Capital, small and medium buyout 
investments are more attractive as they require specialized 
skills to realize full potential. 

Generate value through operational 
improvements 
Small and mid-sized companies may have 
more potential for operational improvements 
given such firms usually have fewer resources, 
less experienced management teams, and 
inefficient processes. This allows to benefit 
from an increasing valuation as the quality of 
cash flows improve.

More attractive entry multiples and 
opportunity for multiple expansion at exit
Small and mid-sized companies have shown 
more attractive entry valuations relative to 
larger companies. As businesses transform 
and grow over the holding period, selling to 
cash rich strategics and upper mid-market 
offer an opportunity for multiple expansion  
at exit.

Broader investment opportunity set 
The vast majority of transactions in the buyout 
space have smaller deal sizes.  
This diversity may allow managers to source 
more interesting deals and a chance to adopt 
sector-focused investment strategies.

Less impacted by capital market 
turbulences
Managers in the small and mid-market buyout 
space, particularly transformational groups, 
are less reliant on the availability of large 
debt packages and financial engineering to 
support investment returns. This helps reduce 
dependence on the global capital markets, 
which in turn helps reduce correlation with 
market returns.

10 An initial public offering (IPO) refers to the process of offering shares of a private 
corporation to the public for the first time in a new stock issuance. An IPO is one  
way in which a private equity fund can exit from an investment.

The views shared are those of Schroders Capital and may not lead to favorable investment 
outcomes.
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Why invest

Source: Schroders Capital.
11  An Article 8 Fund under SFDR is defined as “a Fund which promotes, among other characteristics, environmental or 

social characteristics, or a combination of those characteristics, provided that the companies in which the investments 
are made follow good governance practices”. 

Only a small part of the portfolio should be invested in an ELTIF.

Low entry barrier-minimum  
subscription of €10,000.

EU SFDR Art. 811 fund to promote  
more sustainable business practices  

and behaviours.

Well-diversified across industry,  
private equity firm and enterprise value.

Investments in lower mid-market that  
are not accessible through public markets  

with an institutional grade  
for private investors.

Focus on European companies that  
provides a broader diversification than  

solutions concentrated on local markets.

100% direct / co-investments that  
also offers high fee efficiency.

Schroders Capital
Private Equity ELTIF 2023
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Past performance is not a guide to future performance.
Data as at 31 March 2021. 

Schroders Capital is the private markets 
investment division of Schroders, the 
global asset management group

Schroders Capital is a business built to provide investors 
with access to a broad range of private asset investment 
opportunities, portfolio building blocks and customised 
private asset strategies.

Its team has been operating in private markets for over two 
decades, focusing on delivering best-in-class, risk-adjusted 
returns and executing investments through a combination 
of direct investment capabilities and broader solutions in all 
private market asset classes, through co-mingled funds and 
customised private asset mandates. 

The team aims to achieve sustainable returns through 
a rigorous approach and in alignment with a culture 
characterised by performance, collaboration and integrity. 

With over $86 billion in assets under management, 
Schroders Capital offers a diversified range of investment 
strategies, including real estate, private equity, 
infrastructure, securitised products and asset-based 
finance, private debt, insurance-linked securities  
and impact. 

About 
Schroders Capital

30+ 
Investment 
capabilities

260+ 
Investment 

professionals

$15bn 
Private Equity 

AuM

$86bn 
 AuM
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Schroders Capital’s 
Private Equity  
platform at a glance  

Past performance is not a guide to future performance.
Source: Schroders Capital, 2022.
12  Includes all investments from 2010–2020. Net of fees, expenses and performance 

fees of underlying funds and before fund fees, expenses and performance fees of 
Schroder Capital (calculated in €). Performance data as at Q1 2022, AuM as of  
Q1 2022.

13  Member of the Investment Committee (IC).

15+
$bn in assets  

under management

25+
years investing  

in private equity

150+
employees

12
offices across US, 
Europe and Asia Stable, experienced and integrated  

global investment team 
Tenure of key decision-makers13 >15 years 

Global private equity  
Investing in high quality primaries, 
secondaries and direct/co-investments  
in the US, Europe and Asia

Focus on specialized strategies 
Specialized value creation strategies in  
small and mid-sized buyout, growth and 
venture capital

Excellent private equity track record 
22% IRR12 since 2010

Access to diverse, exclusive investments 
62% access-restricted managers around  
the globe

High ESG competence 
81% of all direct/co-investments support  
one or more UN SDG Goal; and A+  
UNPRI rating 

100%
ESG integrated 

investment process
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While private equity investments offer potentially significant capital returns, funds and companies may face business and 
financial uncertainties. There can be no assurance that their use of the financing will be profitable to them or to any Fund. 
Investing in private equity and venture capital funds and unlisted companies entails a higher risk than investing in companies 
listed on a recognised stock exchange or on other regulated markets. This is in particular because of the following major  
risk factors:

Investment risk

Private equity investments typically display uncertainties which do not exist to the same extent in other 
investments (e.g. listed securities). Private equity investments may be in entities which have only existed 
for a short time, which have little business experience, whose products do not have an established market, 
or which are faced with restructuring etc. Any forecast of future growth in value may therefore often be 
encumbered with greater uncertainties than is the case with many other investments.

Capital loss risk The value of investments and the income from them may go down as well as up and investors may not get 
back the amounts originally invested.

Market risk Market risk is the risk of investment losses due to negative effects of the capital markets on the overall 
performance of the fund.

Credit risk
The fund will have an investor commitment/draw-down funding model which exposes the investment 
vehicle to the credit risk of its investors. If an investor fails to comply with a drawdown notice, the investment 
vehicle may be unable to pay its obligations when due.

Liquidity risk
Given the illiquid nature of private equity investments, investing in private equity are subject to asset liquidity 
risk. This liquidity risk is a result of the likelihood that a loss from current net asset value would be realised if 
an asset in the fund needed to be sold quickly in the secondary market to meet the obligations of the fund.

Currency risk Investments in companies or instruments which are denominated in currencies other than the fund’s 
respective currency expose the fund to the risk of losses in case foreign currencies depreciate.

Operational risk Operational risks are risks of loss resulting from inadequate or failed internal processes, people and systems, 
or from external events conducted by Schroders Capital and the managers the fund will invest alongside.

Valuation risk

It may be difficult to find appropriate pricing references in respect of unlisted investments. This difficulty 
may have an impact on the valuation of the portfolio of investments of a Sub-Fund. Certain investments are 
valued on the basis of estimated prices and therefore subject to potentially greater pricing uncertainties than 
listed securities.

Performance risk
Investment objectives express an intended result but there is no guarantee that such a result will be 
achieved. Depending on market conditions and the macro-economic environment, investment objectives 
may become more difficult to achieve.

Emerging markets  
and frontier risk

Emerging markets, and especially frontier markets, generally carry greater political, legal, counterparty and 
operational risk. 

Risk considerations
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Marketing material for professional clients only

This document does not constitute an offer to anyone, or a 
solicitation by anyone, to subscribe for shares of Schroders 
Capital (the “Company”). Nothing in this document should be 
construed as advice and is therefore not a recommendation to buy 
or sell shares. An investment in the Company entails risks, which 
are fully described in the prospectus.

The Company qualifies as a Société d’Investissement à Caiptal 
Variable (“SICAV”) and as an alternative investment fund within 
the meaning of article 1(39) of the 2013 Law.

The fund has environmental and/or social characteristics within 
the meaning of Article 8 of Regulation (EU) 2019/2088 on 
Sustainability-related Disclosures in the Financial Services Sector 
(the “SFDR”).

Any reference to sectors/countries/stocks/securities are for 
illustrative purposes only and not a recommendation to buy or 
sell any financial instrument/securities or adopt any investment 
strategy.

Schroders may decide to cease the distribution of any fund(s) in 
any EEA country at any time but we will publish our intention to do 
so on our website, in line with applicable regulatory requirements.

Past Performance is not a guide to future performance and may 
not be repeated.
The value of investments and the income from them may go 
down as well as up and investors may not get back the amounts 
originally invested. Exchange rate changes may cause the value of 
investments to fall as well as rise.

Schroders has expressed its own views and opinions in this 
document and these may change.

Third party data including MSCI data is owned or licensed by the 
data provider and may not be reproduced or extracted and used 
for any other purpose without the data provider’s consent. Third 
party data is provided without any warranties of any kind. The 
data provider and issuer of the document shall have no liability 
in connection with the third party data. The terms of the third 
party’s specific disclaimers, if any, are set forth in the Important 
Information section at www.schroders.com.

Schroders will be a data controller in respect of your personal 
data. For information on how Schroders might process your 
personal data, please view our Privacy Policy available at www.
schroders.com/en/privacy-policy/ or on request should you not 
have access to this webpage.
A summary of investor rights may be obtained from https://
www.schroders.com/en/lu/private-investor/footer/complaints-
handling/ 

For your security, communications may be recorded or monitored.

Issued by Schroder Investment Management (Europe) S.A., 5, rue 
Höhenhof, L-1736 Senningerberg, Luxembourg. Registration No B 
37.799.
  
605347/BEEN0223

Schroder Investment Management (Europe) S.A., Belgian Branch
Av Louise 523, 1050 Brussels, Belgium 
Tel: +32 2 896 53 21 


