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P R I VAT E  M A R K E T S :  C U T T I N G  T H R O U G H  T H E  J A R G O N

Definition
The total return on a fund 
expressed as a multiple 
of all money invested. 
For example, a $100,000 
investment returning 
$150,000 has a 1.5x MOIC.

Why It Matters
Allows investors to 
measure how much value 
a fund has created. MOIC 
can be expressed as a 
gross or net metric.  
Net MOICs are generally 
net of fees and carry (also 
called “carried interest”). 
Often best used at the end 
of a fund's life.

P E R F O R M A N C E  M E A S U R E M E N T

Multiple on Invested Capital (MOIC)
Gross Pooled MOIC for Global Buyouts, by Year of Exit
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Source: CEPRES Market Intelligence, June 2021. Because private market firms self-report their results, indices that 
reflect aggregate long-term returns are subject to “survivorship” bias. Self-reporting may inflate historically reported 
private market returns, as funds with the worst results may close. There can be no assurance that an allocation to 
alternatives would yield returns or protect capital. Past performance does not guarantee future results. 

Private Markets:
Cutting through the Jargon

P R I VAT E  W E A LT H  S O L U T I O N S

The terminology of private markets need not be daunting. Making an upfront effort  
to demystify commonly used terms can help unlock the benefits of private equity, 
private credit, and other alternative investment strategies.
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Definition
IRR measures performance  
in a way that accounts for 
periodic contributions and 
distributions. 

Why It Matters
IRR accounts for cash flow  
into and out of the fund over 
time. By contrast, public-
market returns are often 
expressed as an annualized 
number (which can also 
be true of some perpetual 
alternative funds). IRRs may 
be more relevant after the 
end of a fund's investment 
period. 

P E R F O R M A N C E  M E A S U R E M E N T
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Vintage Year Definition
The inception year of an 
investment fund. The IRR will 
be calculated starting from 
the vintage year through the 
lifespan of the fund.

Why It Matters
The IRR of each vintage 
is likely to vary—investors 
should look across vintages 
as they assess a manager’s 
skill and ability to deliver 
performance.”

Source: Cambridge Associates, December 2020. Because private market firms self-report their results, indices that reflect aggregate long-term returns are subject to “survivorship” bias. 
Self-reporting may inflate historically reported private market returns, as funds with the worst results may close. There can be no assurance that an allocation to alternatives would yield 
returns or protect capital. Past performance does not guarantee future results.



B l a c k s t o n e   |   3P R I VAT E  M A R K E T S :  C U T T I N G  T H R O U G H  T H E  J A R G O N

The information herein is provided for educational purposes only and should be construed as financial or investment advice, nor should any information in this document be relied 
on when making an investment decision. Recipients should consult their own financial advisers regarding the information herein.

Term  Sheet

Investment Objective

Management Fee

Incentive Allocation

Subscriptions

Redemptions

D O C U M E N T  O V E R V I E W 

Illustrative Term Sheet Definition
The term sheet lays out the 
basic summary of a fund, 
including the investment 
objectives, management fees, 
subscription and redemption 
windows (if applicable), and 
other vital information.

Why It Matters
Knowing how to interpret a 
term sheet is essential for 
evaluating a fund. Investors 
should understand the 
ownership structure, time 
horizon, possibility of capital 
calls, and potential lockups. 
Understanding fee structures 
helps evaluate alignment of 
interests.

C A P I TA L  F L O W S  I N  S E M I - L I Q U I D  F U N D S

Lock-up Period Definition
Some alternative funds are 
semi-liquid in nature. The 
lock-up period is a window  
of time during which an 
investor may not withdraw 
capital in semi-liquid funds.

Why It Matters
Investors should factor  
in lock-up periods as they 
anticipate their liquidity needs 
over time.

START END

REDEMPTION WINDOWS

LOCK-UP PERIODS
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T I M E  H O R I Z O N

Capital Call

Capital Calls
Manager “calls” cash from investors
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Definition
The “J” curve describes the 
tendency of private equity 
funds to deliver negative 
returns in early years as capital 
is called, and investment gains 
in later years as investments in 
portfolio companies mature.

Why It Matters
Alternative funds require 
capital inflows from the 
investor in the initial years 
of the fund – the bottom 
“curve” of the “J.” In later 
years, as investments mature, 
returns may have risen, as 
represented by the upper 
portion of the “J.”

T I M E  H O R I Z O N

“J” Curve

Definition
When money pledged by 
limited partners/investors 
is collected so that it can 
be invested or otherwise 
deployed by the general 
partner.

Why It Matters
Capital calls supply cash at 
moments when attractive 
opportunities present 
themselves and/or portfolio 
companies need a cash 
infusion.

Note: For informational purposes only. These statistics are not meant to be predictive of the performance of any particular fund, nor are they meant to suggest that all private 
funds result in positive returns or may avoid loss of principal. Private equity investments involve significant risk and typically high levels of leverage. Hypothetical performance 
results have many inherent limitations and no representation is made that any investor will, or is likely to achieve, results similar to those shown. Each investor’s cash flows and 
returns will differ and may result in a total loss of principal. There can be no assurance that an allocation to alternatives would yield returns or protect capital. Past performance 
does not guarantee future results.
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T I M E  H O R I Z O N

Investment Period Definition
Typically the first 3-to-5 years 
of an alternative fund with 
a 10-year term. This is when 
capital calls and deployment 
of committed capital take 
place.

Why It Matters
Investors should anticipate 
the need to make 
contributions during the 
investment period.

Capital Calls
Manager “calls” cash from investors

Harvest
Investments are realized, cash is 
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Harvest Period Definition
Typically the last 3-to-7 years 
of an alternative fund with 
a 10-year term. Period when 
the fund can manage or exit 
existing investments, but 
cannot initiate new ones.

Why It Matters
Ensuring the harvest period 
aligns with investors’ portfolio 
objectives and liquidity needs 
is vital.

Capital Calls
Manager “calls” cash from investors
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Note: For informational purposes only. These statistics are not meant to be predictive of the performance of any particular fund, nor are they meant to suggest that all private 
funds result in positive returns or may avoid loss of principal. Private equity investments involve significant risk and typically high levels of leverage. Hypothetical performance 
results have many inherent limitations and no representation is made that any investor will, or is likely to achieve, results similar to those shown. Each investor’s cash flows and 
returns will differ and may result in a total loss of principal. There can be no assurance that an allocation to alternatives would yield returns or protect capital. Past performance 
does not guarantee future results.
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Q U A L I TAT I V E  E VA L U AT I O N

General & Limited Partner Definition
General partners (GPs) 
manage a private equity fund, 
select its investments, and 
attain capital commitments 
from limited partners (LPs). 
Limited Partners are generally 
institutional investors often 
with no discretion over the 
choice of investments.

Why It Matters
The Limited Partnership 
Agreement (LPA) contains 
important information about 
fund governance. It describes 
limitations on the types of 
investments, fees, liability, 
and other considerations.

Definition
Effort by a private-equity 
manager to add value 
to a portfolio company. 
Operational interventions 
may include procurement 
upgrades, addition of data 
science tools, enterprise 
systems or sustainability 
initiatives, and/or replacing 
company management.

Why It Matters
A private-equity manager’s 
ability to carry out operational 
interventions successfully is 
a distinguishing characteristic 
and is generally expected to 
be the most important source 
of PE manager alpha.

Q U A L I TAT I V E  E VA L U AT I O N

Operational Intervention

   Procurement Upgrades

   Adding Data Science Tools

   Enterprise Systems 

   Sustainability Initiatives

   Replacing Management

P r i va t e  Eq u i t y 
M a n a g e r

Po r tfo l i o 
C o m p a n y

Multiple Limited Partners (LP)
Investor

General Partner (GP)
Fund Name III GP, LLC

Fund 
Fund Name III

Portfolio Company Portfolio Company Portfolio Company
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Definition
A performance fee and 
contractual right which 
entitles the general partner  
of an investment fund to  
share in the fund’s profits,  
if any, over a pre-determined 
performance hurdle.

Why It Matters
Carried interest helps improve 
the alignment of incentives 
between general partners and 
other stakeholders in a fund.

H O W  F E E S  W O R K
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There can be multiple tiers of capital distribution in alternative funds. Each determines the timing and amount of money  
the LP or GP receives: (1) Return of Capital, (2) Preferred Return, (3) Catch-up, and (4) Carried Interest.

Return of Capital  As long as a fund generates a return, LPs get back at minimum all of their invested capital. If the fund 
calls and invests $1 million of an LP’s money and receives $1.2 million from the investment, LPs are first entitled to receive 
back $1 million. 

Preferred Return  Funds usually have a stated preferred return or hurdle rate. As long as a fund makes a return as great  
as or greater than the preferred return, LPs are entitled to the returns of the fund up to the preferred return. Preferred 
return for many PE and RE funds is 8%. In the case of the above $1 million investment, LPs would receive $1 million return 
of capital and are entitled to $80,000 of the remaining $200,000 (8% of $1,000,000). $120,000 of fund profit remains. 

Catch-up  Once LPs receive their 8%, the GP receives the next 2% of fund profits so they can “catch-up” and maintain  
an 80/20 split.

Carried Interest  After the preferred return and the “catch-up”, any profits are split by the LPs and the GP, usually  
80% for LPs and 20% for the GP. Final results: $1,160,000 for LPs and $40,000 for the GP.

These statistics are not meant to be predictive of the performance of any particular fund, nor are they meant to suggest that all private funds 
result in positive returns or may avoid loss of principal. Private equity investments involve significant risk and typically high levels of leverage

Waterfall Capital Distribution

Note: Fund offering materials provide specifics around terms and expenses. A fund's expenses may offset or exceed its profits.
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The views expressed in this commentary are the views of Private 
Wealth Solutions group of The Blackstone Group Inc. (together 
with its affiliates, “Blackstone”) and do not necessarily ref lect the 
views of Blackstone itself. All information in this commentary is 
believed to be reliable as of the date on which this commentary 
was issued, and has been obtained from public sources believed 
to be reliable. No representation or warranty, either express or 
implied, is provided in relation to the accuracy or completeness of 
the information contained herein.

Investment concepts mentioned in this commentary may be 
unsuitable for investors depending on their specific investment 
objectives and financial position. Tax considerations, margin 
requirements, commissions and other transaction costs may 
significantly affect the economic consequences of any transaction 
concepts referenced in this commentary and should be reviewed 
carefully with one’s investment and tax advisors. 
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been provided in a fiduciary capacity under ERISA and should not 
be construed as research, legal, tax or investment advice, or any 
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indicative of future performance.
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purpose is to distribute Blackstone managed or affiliated products. 
BSP provides services to its Blackstone affiliates, not to investors 
in its funds, strategies or other products. BSP does not make any 
recommendation regarding, and will not monitor, any investment. 
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determine—and BSP does not engage in a determination regarding—
whether an investment in the strategy or product is in the best 
interests of, or is suitable for, the investor. You should exercise 
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For financial advice relating to an investment in any Blackstone 
strategy or product, contact your own professional advisor.

In the United Kingdom and the European Economic Area: issued 
by The Blackstone Group International Partners LLP (“BGIP”), 
authorised and regulated by the Financial Conduct Authority (FRN: 

520839) in the United Kingdom. This communication does not 
constitute a solicitation to buy any security or instrument, or a 
solicitation of interest in any Blackstone fund, account or strategy. 
The content of this communication should not be construed as 
legal, tax or investment advice.

Recipients should bear in mind that past or estimated 
performance is not necessarily indicative of future results 
and there can be no assurance that a fund will achieve comparable 
results, implement its investment strategy, achieve its objectives 
or avoid substantial losses or that any expected returns will be met.

The activity of identifying, completing and realizing attractive 
investments is highly competitive, and involves a high degree of 
uncertainty. There can be no assurance that a fund will be able to 
locate, consummate and exit investments that satisfy its objectives 
or realize upon their values or that a fund will be able to fully invest 
its committed capital. There is no guarantee that investment 
opportunities will be allocated to a fund and/or that the activities 
of a sponsor's other funds will not adversely affect the interests of 
such fund.

Recipients should be aware that an investment in a fund is 
speculative and involves a high degree of risk. There can be no 
assurance that a fund will achieve comparable results, implement 
its investment strategy, achieve its objectives or avoid substantial 
losses or that any expected returns will be met. A fund's 
performance may be volatile. An investment in a private equity 
fund or other alternative investment should only be considered by 
sophisticated investors who can afford to lose all or a substantial 
amount of their investment. A fund's fees and expenses may offset 
or exceed its profits.

Certain information herein has been obtained from sources outside 
Blackstone, which in certain cases have not been updated through 
the date hereof. While such information is believed to be reliable 
for purposes used herein, no representations are made as to the 
accuracy or completeness thereof and none of Blackstone, its 
funds, nor any of their affiliates takes any responsibility for, and has 
not independently verified, any such information.
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The Blackstone Group Inc. (“Blackstone”) through which 
Blackstone conducts its capital markets business and certain 
of its fund marketing and distribution, member FINRA
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