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When Insight Partners tried to raise another $20 billion flagship fund, it found itself offering mea culpas.

Months into the campaign, the software-focused private equity firm conceded it had invested too quickly before interest rates
rose, buying assets near a market peak. Executives vowed to focus on returning capital. But contrition wasn't enough for some
clients. Even after trimming ambitions to $12.5 billion to $15 billion for an era of fewer deals, the firm’s 13th fund closed in January

with about $11.5 billion.
Such struggles reflect tough times for private equity.

After a half-century of meteoric growth, buyout firms are facing challenges at every step of their life cycle: Attractive takeover
targets are scarcer, financing costs are up and it's harder to cash out old investments and deliver the robust returns once promised
to pension managers, endowments, foundations and wealthy individuals. Even dealmakers are frustrated — waiting to collect their

share of profits known as carried interest that comes when investments are successfully wrapped up.
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The snags have slowed fund distributions so dramatically that, at the current rate, it would take about nine years for customers to
collect their money from the more than 12,000 companies held by US buyout funds, according to Pitchbook. That's making clients
— known as limited partners — reluctant to pony up fresh capital at a time when Bain & Co. estimates more than 18,000 private

capital funds are seeking $3.3 trillion.

“Private equity has lost its way and has to go back to what this industry — that employs the brightest and best minds — does best,”
Orlando Bravo , managing partner of private equity firm Thoma Bravo , said in an interview. That's “buying and selling companies

and generating great returns for its investors.”
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For some firms like Insight it's a chastening moment. The back and forth with investors — described by people who asked not to be
identified discussing their involvement in confidential talks — shows it's on a path toward rebuilding faith. This year, the roughly
$90 billion asset manager has accelerated the return of capital from past investments, expecting to surpass the more than $8
billion in cash it handed back in 2024, according to documents seen by Bloomberg. A company spokesperson declined to

comment.

For others, it's more dire — bad enough that executives atop firms including Apollo Global Management Inc. and KKR & Co. are
starting to openly predict that more severely wounded competitors won't make it through the next several years. At an investor

conference this month, Apollo President Jim Zelter called it a “ natural washout .

“Many PE firms are dead already, they just don't know it,” said Charles Wilson, senior vice president of investment management at
industry recruiter Selby Jennings. “Survival will likely hinge on how forgiving managers find their LPs to be when they hit the

fundraising trail again in coming years.”

The troubles follow a long, high-flying era. For more than a decade, rock-bottom interest rates and cheap financing helped firms
scoop up businesses, re-engineer their finances and then unload them at lofty valuations. But when the Federal Reserve started
hiking borrowing costs in 2022, the industry got stuck — unable to exit holdings at the prices and returns they had been touting in

marketing pitches and updates to clients.

Many in the business hoped dealmaking would thaw this year. Donald Trump's return to the White House was expected to ease
regulation and antitrust reviews, paving the way for takeovers. Instead, the president unveiled surprisingly high tariffs in April that

threatened to reignite inflation and made the Fed reluctant to lower rates.

The result is that firms are selling assets slowly and taking on new ones carefully — extending the lives of their funds. Some that

lined up investor capital in 2022 or even 2021 have yet to start deploying it.

The deal slowdown is showing up in all kinds of data — like dry powder. At midyear, the industry was holding about $1.2 trillion for
potential deals — almost a quarter of that pledged at least four years ago, making its deployment even more urgent, according to
Bain.
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And with exits harder to come by, quarterly returns for US private equity funds have gotten less reliable since peaking at around
13.56% in the second quarter of 2021, tumbling to 0.8% for last year’s fourth quarter, according to PitchBook data. Hopes for a
rebound this year have faded.

"Will private equity returns come down in the future?” Scott Ramsower, head of private equity funds at the Teacher Retirement
System of Texas , said in an interview. “The jury’s still out — but we have an expectation that smaller funds will outperform, thus

we're pivoting our portfolio there.”

For pensions and other clients, waiting to collect profits changes the math by lowering annualized returns. That's drawing more
attention to other performance metrics tracking the amount of money handed back — such as distributed to paid-in capital —
figures that have plunged in recent fund vintages. Investors have to go back to vehicles launched in 2016 to hit breakeven on

capital invested, according to PitchBook data.

“That one metric determines whether you will be on the short list or the long list for many institutional investors,” said Sunaina

Sinha Haldea , global head of private capital advisory at Raymond James Financial Inc.
Client Conundrums

Clients face a variety of conundrums. After incurring losses during the 2008 financial crisis, institutional investors pulled away from
private equity and came to regret it, missing out on one of the industry’s strongest rebounds. Some jilted funds were slow to let

those legacy backers return.

So now, clients are thinking twice about retreating, even if they find themselves stuck in buyout funds that claim to be generating

gains but aren’t returning money. Should they exercise patience — or rush the process and recoup less?

Many are getting tired of excuses.



“LPs are pondering — Covid, inflation, interest-rate increases for refinance, now tariffs — and yet this asset is worth two-times but
you're not selling it?” Hugh MacArthur , chairman of the global private equity practice at Bain, said in an interview. “Why do | not

have my money back by now?”
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To unlock cash, private equity firms and their clients are increasingly relying on alternative methods, such as shuffling assets out of
older vehicles into new “continuation funds,” selling stakes on the secondary market and borrowing against holdings through

complex loans with high interest rates.

Not all legacy investors are fond of continuation funds. Often, it means deciding whether to participate in a new vehicle or taking
whatever money is offered. The arrangements can introduce higher fees and present conflicts of interest because a private equity

firm — also known as the sponsor or general partner — is both the seller and buyer of the asset.

“Continuation vehicles are often a sign that the GP failed to do what they promised: buy, improve and exit a company within the

fund’s contractual term,” said Christopher White , senior investment officer at Texas Tech University System’s Office of Investments.

Almost two-thirds of private equity clients would prefer to see sponsors exit investments through traditional sales, even at a price
below where the firm had internally valued the assets, according to a survey conducted by Bain. Only 17% of LPs viewed

continuation vehicles as a preferred solution for liquidity.
Read More: Fire Sale of Sought-After Fund Raises Alarm Over Asia PE Slump

Some are at least open-minded: Alaska Permanent Fund Corp. doesn’t see continuation vehicles or fund financing as “inherently
evil or good,” said Allen Waldrop , the state fund’s deputy chief investment officer. “In some cases, a continuation vehicle is a good

way for a manager to retain a strong-performing asset when the fund has reached the end of its term.”

Privately, many institutional investors concede that their expectations from private equity investments are muted for the next
decade compared with the previous 10 years. The slowdown has left some pension managers worried about meeting their
obligations to retirees. Several of the largest US public pensions are more frequently saying no to new large buyout funds from

managers they've said yes to in the past.



Texas Teachers is trimming its allocations to big buyout funds while increasing allocations to those with less than $3 billion of
assets, Ramsower said. Alaska Permanent has been focusing primarily on middle-market buyouts and increasing exposure to

Europe, Waldrop said.

The Arizona Public Safety Personnel Retirement System’s private equity portfolio has also changed, according to CIO Mark Steed .
He has increased the number of mid-size funds and is writing smaller checks of $50 million to $75 million, down from as much as

$200 million previously.

“When some of these managers become big, there is a sort of arrogance that creeps in and they really don't care that much about
LPs anymore,” Steed said. “In our reference checks, we also find that partners who created value when they were on their funds

No. 2 or 3 are on their yachts and not involved in the day-to-day.”
Need to Diversify

The pullback by institutions has private equity firms hunting for new sources of capital, such as wealthy brokerage customers.
Apollo, Blackstone Inc. and KKR are among those forming partnerships with traditional asset managers and launching products

that can be sold to retail investors.
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Stoking optimism in that industry, Trump signed an executive order in August aimed at allowing alternative assets in 401(k)s,
raising the possibility that private assets may someday find a place alongside publicly traded stocks and bonds in such employer-

sponsored accounts, a roughly $12 trillion market.

The pitch is that private equity can outperform public markets with less volatility. Mentioned less often is the trouble institutional

investors have experienced getting their money back, shifting their focus to distribution metrics.



With giants such as Apollo, Blackstone and Carlyle Group Inc. missing initial targets for private equity fundraising, many firms are
diversifying into credit, real estate, infrastructure and insurance — becoming one-stop shops for a variety of private-market assets —

so they can keep generating profits for shareholders.

Pure-play private equity firms either have to achieve stellar returns or temper their ambitions. Trilantic Capital Partners , which
emerged from the rubble of Lehman Brothers, collected only one-sixth of its target for its latest buyout fund. Onex Partners,
Crestview Partners, Vestar Capital Partners and Madison Dearborn Partners are among firms that have paused or scaled back

fundraisings — or missed targets.
Read More: Private Equity’s Vast Middle Suffers in Search for New Funds

Of course, where Wall Street sees problems, it also sees opportunities. A growing number of private equity veterans are chasing

profits by building up the secondary market for fund interests — helping to provide exits and other solutions.

There, global transaction volume grew 51% to $103 billion in the first half of 2025, driven by a lack of distributions from initial
public offerings and asset sales, according to a report by Jefferies Financial Group Inc. There's a record $302 billion of capital
available to invest in secondaries because of robust fundraising, the investment bank estimates, a stark contrast with the more

stagnant market for primary investments.

But the secondaries market can’t always offer a reprieve. When Insight Partners was trying to raise money for a continuation fund,
it tapped the secondary market so that it could get more time for some investments and generate cash for clients. Still, the

continuation fund didn't raise as much as the firm had expected.
(An Al summary previously at the top of the story was removed for misattributing a quote.)
--With assistance from Marion Halftermeyer .
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