
The Life Cycle of Private Equity
P R I VAT E W E A LT H S O LU T I O N S

The information herein is provided for educational purposes only and should not 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. There can be no assurance that an allocation to alternatives would yield returns or protect capital. There may 
be occasions when a fund’s general partner and/or the investment advisor, and their affiliates will encounter potential conflicts of interest in 
connection with such fund’s activities. Past performance does not guarantee future results.

I. Building a Private Equity Fund: Structure Matters
Generally when a private equity fund is launched, the General Partner (GP) assumes responsibility for managing the fund 
and identifying investments. Limited Partners (LPs) are investors who contribute capital, but do not necessarily have 
discretion over the choice of investments. Performance incentives give the GP motivation to aim for strong performance, 
which, if successful, benefits both the GP and LPs. The alignment of interests to a certain extent between the two parties 
differentiates private equity from traditional investing. In their pursuit of returns, private equity managers typically aim to 
provide various resources to a portfolio company and work closely with them to foster operational improvements.

Private Equity managers aim to create value by providing investment capital  
to a wide range of businesses.
Private equity differs from public equity investing in several important ways. Here we explain the life cycle and key features 
of a private equity investment. In the three sections below, we examine private equity’s (1) structure, (2) time horizon, and 
(3) differentiated performance measurements, each of which are critical to understanding the life cycle of private equity funds.

Figure 1: The Structure of Private Equity Funds
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II. Staging the Time Horizon: Capital Calls, Investment Period and Harvest Period
The term of private equity funds can be upwards of 7-10 years. One way of thinking about the term is by dividing it into 
three stages: the fundraising period, the investment period, and the harvest period. After investors have committed capital 
during the fundraising cycle, the fund will begin to incrementally call this capital during the early stages of the investment 
period. This stage may span the first few years of the fund. Simultaneously, capital will begin to be deployed by investing 
in opportunities selected by the GP in the first 3-5 years. The final 3-7 years, the harvest period, is generally when most 
investments are realized, and the fund, if successful, returns any cash to investors.1

Figure 2: Illustrative Example of the Timeline of Private Equity Funds

III. Analyzing Performance: The J Curve Effect 
The J-Curve characterizes an investor’s potential performance experience through the life cycle of a fund. In the first few 
years, investors are providing capital while also paying management fees. As the fund deploys the capital, returns are not 
high enough to overcome fees, which results in a negative return. As time passes and if investments are successful, returns 
can improve. When this process is mapped out, it creates a “J” shaped curve as illustrated in Figure 3.

Figure 3: Illustrative Example of the J-Curve
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1. The amount and priority of distributions will vary depending upon the terms of the specific fund.

For informational purposes only. A fund’s offering materials provide specifics around terms and expenses. A fund’s expenses may offset or 
exceed its profits. This information is 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.



Key Risk Factors

Certain countries have been susceptible to epidemics which may 
be designated as pandemics by world health authorities, most 
recently COVID-19. The outbreak of such epidemics, together with 
any resulting restrictions on travel or quarantines imposed, has 
had and will continue to have a negative impact on the economy 
and business activity globally (including in the countries in which 
funds invest), and thereby is expected to adversely affect the 
performance of a fund’s investments. Furthermore, the rapid 
development of epidemics could preclude prediction as to their 
ultimate adverse impact on economic and market conditions, and, 
as a result, presents material uncertainty and risk with respect to 
funds and the performance of their investments. 

Certain information contained in these materials constitutes 
“forward-looking statements,” which can be identified by the use 
of forward-looking terminology or the negatives thereof. These 
may include financial estimates and their underlying assumptions, 
statements about plans, objectives and expectations with 
respect to future operations, and statements regarding future 
performance. Such forward-looking statements are inherently 
uncertain and there are or may be important factors that could 
cause actual outcomes or results to differ materially from those 
indicated in such statements. Blackstone believes these factors 
include but are not limited to those described under the section 
entitled “Risk Factors” in its Annual Report on Form 10-K for the 
fiscal year ended December 31, 2020, and any such updated factors 
included in its periodic filings with the Securities and Exchange 
Commission, which are accessible on the SEC’s website at www. 
sec.gov. These factors should not be construed as exhaustive and 
should be read in conjunction with the other cautionary statements 
that are included in these materials and in the filings. Blackstone 
undertakes no obligation to publicly update or review any forward- 
looking statement, whether as a result of new information, future 
developments or otherwise. 

Important Disclosure Information

The views expressed in this commentary are the views of Private 
Wealth Solutions group of Blackstone 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 should be reviewed 
carefully with one’s investment and tax advisors.

This commentary does not constitute an offer to sell any securities 
or the solicitation of an offer to purchase any securities. This 
commentary discusses broad market, industry or sector trends, or 
other general economic, market or political conditions and has not 
been provided in a fiduciary capacity under ERISA and should not 

be construed as research, legal, tax or investment advice, or any 
investment recommendation. Past performance is not necessarily 
indicative of future performance.

Blackstone Securities Partners L.P. (“BSP”) is a broker-dealer whose 
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. 
As such, when BSP presents an investment strategy or product 
to an investor, BSP does not collect the information necessary to 
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 
your own judgment and/or consult with a professional advisor to 
determine whether it is advisable for you to invest in any Blackstone 
strategy or product. Please note that BSP may not provide the kinds 
of financial services that you might expect from another financial 
intermediary, such as overseeing any brokerage or similar account.  
For financial advice relating to an investment in any Blackstone 
strategy or product, contact your own professional advisor.

Issued by The Blackstone Group International Partners LLP 
(“BGIP”), which is authorised and regulated by the Financial Conduct 
Authority (firm reference number 520839) in the United Kingdom.  

This communication is directed only at persons: (a)  who are 
“Professional Clients” as defined in the Glossary to the UK Financial 
Conduct Authority Handbook; or (b) to whom it may otherwise 
lawfully be communicated.  It is intended only for the person to 
whom it has been sent, is strictly confidential and must not be 
distributed onward.  

So far as relevant, the only clients of BGIP are its affiliates.  No 
investor or prospective investor is a client of BGIP and BGIP is not 
responsible for providing them with the protections afforded to 
clients.  Investors and prospective investors should take their own 
independent investment, tax and legal advice as they think fit.  No 
person representing BGIP is entitled to lead investors to believe 
otherwise.

If communicated in Belgium, Denmark, Finland, the Republic of 
Ireland, Lichtenstein or Norway, to per se Professional Clients or 
Eligible Counterparties for the purposes of the European Union 
Markets in Financial Instruments Directive (Directive 2014/65/EU), 
this communication is made by The Blackstone Group International 
Partners LLP (“BGIP”) of 40 Berkeley Square, London, W1J 5AL 
(registration number OC352581), which is authorised and regulated 
by the Financial Conduct Authority (firm reference number 
520839) in the United Kingdom and which maintains appropriate 
licences in other relevant jurisdictions.

If communicated in any other state of the European Economic 
Area or to elective Professional Clients for the purposes of the 
European Union Markets in Financial Instruments Directive 
(Directive 2014/65/EU), this communication is made by Blackstone 
Europe Fund Management S.à r.l. (“BEFM”) of 2-4 Rue Eugène 
Ruppert, L-2453, Luxembourg (registration number B212124), which 
is authorized by the Luxembourg Commission de Surveillance du 
Secteur Financier (reference number A00001974).



Important Disclosure Information (cont’d)

This communication is exclusively for use by persons identified 
above and must not be distributed to retail clients.  It is intended 
only for the person to whom it has been sent, is strictly confidential 
and must not be distributed onward.  

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.  

In Switzerland, this material is for the exclusive use of qualified 
investors as defined in article 10(3) Swiss Collective Investment 
Schemes Act (“CISA”).

This document is not intended to constitute an offer, sale or 
delivery of shares or other securities under the laws of the United 
Arab Emirates (“UAE”). The Fund has not been and will not be 
registered under Federal Law No. 4 of 2000 Concerning the 
Emirates Securities and Commodities Authority and the Emirates 
Security and Commodity Exchange, or with the UAE Central Bank, 
the Dubai Financial Market, the Abu Dhabi Securities Market or 
with any other UAE exchange. The promotion of the Fund and units 
and interests therein have not been approved or licensed by the 
UAE Central Bank or any other relevant licensing authorities in the 
UAE, and does not constitute a public offer of securities in the UAE 
in accordance with the Commercial Companies Law, Federal Law 
No. 8 of 1984 (as amended) or otherwise. In relation to its use in 
the UAE, this document is strictly private and confidential and is 
being distributed to a limited number of investors and must not 
be provided to any person other than the original recipient, and 
may not be reproduced or used for any other purpose. The Fund 
may not be offered or sold directly to the public in the UAE. The 
information is not directed at and should not be read by persons in 
any of the free zones in the UAE (including the DIFC). Further, the 
information contained in this presentation is not intended to lead 
to the conclusion of any contract of any nature within the territory 
of the UAE. Nothing contained in this presentation is intended to 
constitute investment, legal, tax, accounting or other professional 
advice in, or in respect of, the UAE. This presentation is confidential 
and for your information only and nothing in this presentation is 
intended to endorse or recommend a particular course of action. 
You should consult with an appropriate professional for specific 
advice rendered on the basis of your situation.

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.

The foregoing information has not been provided in a fiduciary 
capacity under ERISA, and it is not intended to be, and should not 
be considered as, impartial investment advice.

There can be no assurances that any of the trends described herein 
will continue or will not reverse. Past events and trends do not 
imply, predict or guarantee, and are not necessarily indicative of, 
future events or results.

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.

Blackstone Securities Partners L.P., a subsidiary of Blackstone 
Inc. (“Blackstone”) through which Blackstone conducts its capital 
markets business and certain of its fund marketing and distribution, 
is a member of FINRA.

In Europe, this material is exclusively for use by persons who are 
Professional Clients or Eligible Counterparties for the purposes of 
the European Markets in Financial Instruments Directive (Directive 
2014/65/EU) and must not be distributed to retail clients or 
distributed onward.
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