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Foreword

Following an unprecedented and tumultuous period, the 
PE industry is ready to put its post-pandemic priorities in 
order as the market barrels into a busy 2021.

To call the last 12-18 months a whirlwind 
would be an understatement. Whatever field 
you operate in, adapting to the ‘new normal’ 
has been the order of the day.

Our industry, private equity (PE), has had 
to contend with countless pandemic-
induced challenges, impacting everything 
from fundraising and investment activity to 
operations and investor relations.

CFOs and COOs in particular are having 
to rise to the occasion, readying their 
operations for an abundance of new 
regulation, technological developments and 
growing investor demands, while also dealing 
with the day-to-day disruption served up by 
the COVID-19 crisis.

In partnership with Acuris, we’ve put 
this increasingly complex world of fund 
operations under the spotlight. Surveying 
100 leading PE CFOs and COOs across 
the UK and Europe, we’ve explored how 
operational leaders are navigating the  
key aspects of the fund lifecycle.

Presented in this exclusive report, our 
findings reveal the main challenges facing 
CFOs and COOs, the factors driving their 
decision-making and their current and 
future priorities. We’ve also shared the 
thoughts of a range of industry experts 
on the main talking points in the report, 
including those of our own leadership team 
who draw on their experience of supporting 
more than 240 investment managers with 
their fund operations.

We invite you to read on and hope you 
find value in these insights into PE’s ever-
evolving operational landscape. Our thanks 
go to the COOs, CFOs and other executives 
who gave their time to provide their valuable 
thoughts and observations. If you would like 
to discuss any aspect of the report, do not 
hesitate to contact me or your usual Aztec 
Group contact.

Private equity has had to contend 
with countless pandemic-induced 
challenges, impacting everything from 
fundraising and investment activity 
to operations and investor relations.”
Matt Horton, Group Head of Private Equity, Aztec Group

Matt Horton
Group Head of 
Private Equity, 
Aztec Group



C
o

nq
ue

rin
g

 c
o

m
p

le
xi

ty

4

Introduction

With the end of COVID-19 crisis in hopeful sight, GPs are turning their 
attention back to critical, industry-defining issues, from stricter regulation 
and demands for transparency to digitalisation and outsourcing.

Over the past 18 months, PE executives in Europe 
have demonstrated their adamantine resolve. After 
navigating the massive disruption that characterised 
the early part of 2020, stabilising existing assets with 
diligent stewardship and follow-on investments where 
necessary, fund managers have set about putting their 
dry powder to work at a record-setting pace.

As of February, industry data provider Preqin estimated 
that there was more than €185bn of dry powder 
available in Europe. By April, GPs had amassed around 
€40bn for 58 European-focused funds in 2021, almost 
tripling the roughly €15bn collected through the whole 
of last year.

Strong appetite for PE among investors is welcome 
news, but fund managers are under more pressure than 
ever to deliver. Macroeconomic conditions are currently 
not all that different from the years following the 2008 
financial crisis, in that rates are at rock-bottom levels, 
though that could change as inflation concerns rise. 
Amid these weak-yield conditions, investors have come 
to depend on PE to produce returns absent from other 
asset classes.

However, not only do LPs want to see high returns, they 
are also looking for GPs that are effectively managing 
stricter regulatory requirements, meeting heightened 
reporting scrutiny, and can differentiate themselves 
with novel investment strategies and by harnessing 
technology in new and value-additive ways.

Even before the pandemic, GPs were increasing their 
uptake of digital tools. The growing complexity of PE 
regulation and rising demands from LPs for transparent 
reporting is driving long-term technology adoption and 
prompting firms to review their activities and consider 
what functions they can potentially outsource.

Relatedly, increasing pressure on PE back offices 
is pushing a growing number of firms to turn to 
outsourcing partners to alleviate the strain of their fund 
administration requirements. LPs also view outsourcing 
as a positive in particular, as it removes potential 
conflicts of interest in areas such as asset valuation and 

performance fee calculations. All of this is contributing 
towards an irreversible trend.

With this in mind, we have partnered with Mergermarket 
to deliver a fund-level analysis and outlook of the 
European PE industry. The purpose of this study is to 
discover how GPs are prioritising the many pressures 
they face in delivering their fund management and 
investment services. This covers everything from 
the concerns they have over the regulatory pipeline 
through to the use of technology as GPs become 
increasingly sophisticated in their daily operations.

After navigating the massive 
disruption that characterised 
the early part of 2020 ... fund 
managers have set about 
putting their dry powder to 
work at a record-setting pace.”
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Key findings

Methodology
In Q1 2021, Acuris surveyed 100 senior PE operational 
leaders working in Europe to gain insights into 
the region’s PE market. Respondents were equally 
distributed among average target fund size (under 
€250m, between €250m-€500m, between 
€500m-€1bn, and exceeding €1bn). All responses are 
anonymous, and results are presented in aggregate.

The main investment strategies employed by survey 
respondents are leveraged buyouts and venture/growth 
capital, each of which represent the primary strategies 
of 20% of respondents respectively. The second most 
popular strategy among the sample is distressed/
special situations strategies, which represents the core 
strategy of 15% of respondents.

1 Putting priorities in order: 23% of respondents, 
the largest such share, say that reducing operating 
costs is the primary operational imperative facing  

 their firm over the next 12 months.

2 Tangled in regulation: Most respondents (86%) 
expect the regulatory environment to become more 
complex for PE firms in Europe over the  

 next 12 months.

3 Dreading due diligence: When establishing a new 
fund or structure, the most significant challenge 
that respondents face is the cumbersome due    

             diligence processes (28% of first-place selections).

4 Who has the most say in the set-up process?: 
When it comes to influencing where a fund is 
domiciled, no one party separates itself clearly  

 from the others: 24% of our respondents say  
 the anchor LP has the most say, followed closely  
 by placement agents (22%) and the fund’s  
 lawyers (18%).

5 Investors exerting more influence than ever: 
Almost all respondents (98%) say investors are 
directly driving the need for new operational  

 solutions, including 60% who believe this is true  
 to a large extent.

6  Gold standard for financial reporting: Almost 
all (98%) respondents adhere to Invest Europe’s 
industry guidelines, and 69% follow those issued  

 by the Institutional Limited Partners Association.

7 Data security pre-eminent: For 28% of 
respondents, security of data/information is 
considered the most important benefit of  

 implementing new technologies, while a further  
 25% see this as the second most important  
 benefit, putting it ahead of all others.

8 Creative disruption the new essence of PE: 
Increasing use of creative deal structures (24% of 
first-choice selections), rapid technological  

 advancements (21%) and the growth of new  
 asset classes (19%) will be the top-three trends  
 driving structural change in European PE over  
 the next three years.

Leveraged buyouts
20%

Venture/growth capital
20%

Distressed/Special situations
15%

Fund of funds/Multi-manager investments
14%

Secondary fund investments
12%

Mezzanine capital
10%

Direct lending
7%

Co-investments
2%

Which investment strategy does your firm primarily employ? (Select one)

5
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Section 1:  
State of play in 2021 

Challenges abound for PE. Firms must redraw their 
operational priorities and capitalise on their competitive 
strengths – while mitigating their weaknesses.

In recent years, both Invest Europe and the Institutional 
Limited Partners Association (ILPA), the industry trade 
bodies in Europe and the US respectively, have issued 
guidelines and best practices on how LPs ought to 
approach sustainable investing.

However, tackling ESG is still, for the time being at least, 
quite low down on fund managers’ list of priorities as a 
means of setting themselves apart from the competition. 
Not a single respondent to our research survey said that 
their ESG credentials were a leading factor in making 
them competitive in the market, and only 3% went so far 
as to say it was a factor of even secondary importance 
for them.

Instead, respondents believe it is still the skills, resources 
and expertise that promise to deliver financial returns 
that primarily motivates investors’ decisions to commit 
to Fund A over Fund B. We find that it is specific 
sector expertise and overall investment strategy, both 
garnering 26% of first-choice votes in our survey, that 
help GPs to gain a competitive edge. Of the two, it 
is investment strategy that leads the way, attracting 
considerably more second- and third-place votes than 
sector expertise. Over the coming years, we anticipate 
that ESG credentials will play a progressively important 
role in making GPs competitive, not least because 
many institutional investors will come under increasing 
pressure from their own stakeholders to ensure their 
investments are environmentally and socially sustainable.

ESG credentials

Level of talent

Quality of support/suppliers

Investor relations management

Strong management team

Strong governance

Transparency with investors

Level of fees

Record of past performance

Specific sector expertise

Overall investment strategy
26% 17% 15%

12% 16% 8%

10% 5% 3%

8% 8% 14%

7% 14% 13%

6% 15% 10%

2%

2% 4% 6%

3% 6%

7% 7%1%

4% 7%

26% 7% 11%

Rank 1 Rank 2 Rank 3

What factors do you believe make you competitive in the market? 
(Select top three and rank 1-2-3, with 1 being the most important)
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Track records also play a key role, but not for all fund 
managers. Zero GPs in our research with an average fund 
size between €250m-€500m said past performance 
made them competitive in the market. However, more 
than a quarter (28%) of GPs with an average fund size 
of €250m and under believe that their record of past 
performance is the most important competitive factor.

This speaks in part to the relative lack of track record 
among smaller fund managers, given that firms typically 
increase their fund size with each vintage. Those with 
smaller funds, often first-time funds, may have less 
demonstrable past performance and may need to clearly 
show LPs how they created value in deals during their 
tenure at firms where they cut their teeth, or where the 
team has spun out from.

From an operational point of view, fund managers have 
a firm focus on cost-cutting. Rationalising costs at the 
portfolio company level is one of PE’s many value-
creation levers, but the pandemic has shone a spotlight 
on costs within PE firms’ own operations. For close to a 
quarter (23%) of respondents, this is the number-one 
operational imperative facing their firm over the next 
12 months, putting it far ahead of any other by some 
measure. In second place is expansion into new markets, 
cited by 16% as their primary priority.

These answers from survey respondents are 
undoubtedly being impacted by the pandemic and 
firms evaluating their positions, including whether 
to adopt hybrid models of working after months of 
lockdown conditions. “Operating costs have to be 
reduced by a good margin. Since business activity is 
also being done remotely, we should be able to save 
on office expenses,” says the partner of a Swedish PE 

firm. “Other than that, ensuring the health  
and safety of the workforce is also paramount  
amid the pandemic.”

Smaller managers with an average fund size of €250m 
or below are feeling the effects of the pandemic 
especially keenly. Nearly one in four (24%) of this cohort 
highlighted dealing with the ongoing impact of COVID-
19 as their number-one operational imperative over 
the coming year, versus 14% across all fund manager 
sizes. This reflects the concentration risk of having a 
smaller team. If, for instance, key dealmakers fall ill, this 
could have a disproportionate impact on smaller firms 
compared with those that have larger teams and a 
deeper bench of talent at their disposal.

Strengthening information security

Outsourcing more back-o
ce functions

Improve ease of onboarding new investors

Introducing new digital technology

Contend with and prepare for regulatory change

Making data and reporting more accessible to investors

Dealing with the ongoing impact of COVID-19

Further develop and enhance financial reporting

Expansion into more markets

Reducing operating costs
23% 12% 4%

15% 10% 8%

14% 22% 14%

12% 12%8%

7% 10% 11%

7% 15% 11%

3%

3% 6% 15%

8% 12%

3% 4%

16% 6% 9%

Rank 1 Rank 2 Rank 3

What are the main operational imperatives facing your firm over the next 12 months? (Select top three 
and rank 1-2-3, with 1 being the most important)

Operating costs have to be 
reduced by a good margin. 
Since business activity is 
also being done remotely, 
we should be able to save 
on office expenses.”
Partner, Swedish PE firm
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Rising to the challenge
The greatest challenge facing Europe’s PE industry is, 
by far, regulatory risk, which attracts 27% of first-choice 
votes from our respondents. This is followed by investor 
demands for greater transparency and economic 
uncertainty in Europe, both of which garner 16% of first-
choice votes.

The European Union (EU) typically serves as a beacon 
of change when it comes to regulation. Whether in 
respect of data privacy laws or sustainability reporting, 
the EU historically has taken the lead, with other regions 
following its example. The EU’s Sustainable Finance 
Disclosure Regulation (SFDR) was introduced on 10th 
March this year, which requires investment managers 
to disclose the “principal adverse impacts” (PAI) of 
their investment decisions on sustainability factors as 
they relate to environmental, social, anti-bribery and 
corruption matters.

These sustainability impact statements are expected 
to cover everything from investee companies’ carbon 
and other greenhouse gas emissions, non-renewable 
energy consumption, water usage, gender pay gaps, 
and any lack of process and compliance mechanisms 
to monitor all of the above. It also requires firms to 
disclose the extent to which they adhere to responsible 
business conduct codes and internationally recognised 
standards for due diligence and reporting. Compliance 
is mandatory for GPs that market funds to EU investors 
under the Alternative Investment Fund Managers 
Directive (AIFMD), and PAI reporting is obligatory from 10 
June 2021 onwards for alternative fund managers with 
more than 500 employees.

Perhaps surprisingly, increasingly strict ESG disclosure 
rules were cited by only 5% of survey respondents as 
the greatest challenge that the European PE industry 
is facing. Markedly few even view this as either a 
secondary (4%) or tertiary (2%) concern. That being 
said, it is not so much one specific regulation, ESG-
related or otherwise, that GPs are concerned about. 
Rather, they are more apprehensive in general about 
the difficulties of managing a growing web of rules and 
laws. This explains why 27% of respondents say that the 
industry’s greatest challenge is regulatory risk, putting it 
above every other challenge.

Additionally, the vast majority of our survey respondents 
expect the regulatory environment to become more 
byzantine for PE firms in Europe over the next 12 months: 
86% say regulation will become more complex for 
business, including 48% who say it will become much 
more complex.

Compliance officers at 
portfolio companies will have 
to be stricter in upholding 
acceptable standards.”
Partner, UK-based PE firm

Competition for capital

Availability of leverage

High valuations

Increasingly strict ESG disclosure rules

Exiting investments at high-enough target multiples

Ongoing disruption to business activity from the COVID-19 crisis

Lack of growth opportunities

Investor demands for greater transparency

Economic uncertainty in Europe

Regulatory risk
27% 8% 7%

16% 10% 6%

11% 18% 15%

11% 20% 9%

6% 8% 12%

5% 4% 2%

4%

3% 10% 14%

4% 12%1%

6% 7%

16% 12% 16%

Rank 1 Rank 2 Rank 3

What do you believe are the greatest challenges currently facing the private equity industry in Europe? 
(Select top three and rank 1-2-3, with 1 being the greatest challenge) 
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How much more or less complex do you 
expect the regulatory environment for 
private equity firms to become in Europe 
over the next 12 months? (Select one)

To what extent are investors directly 
driving the need for new operation 
solutions?

This burden is raising firms’ 
operational costs at the same 
time that they are seeking to cut 
overheads. By extension, firms 
have the regulatory risk within their 
portfolios to consider as well. A 
starting point for many is to bring 
in third parties to benchmark any 
regulatory risk that may exist and 
then take necessary corrective 
measures after this health check. 
But maintaining compliance on an 
ongoing basis requires diligence 
and permanent hires.

“As the regulations become more 
complex, we will be hiring new 
personnel. Compliance officers at 
portfolio companies will have to be 
stricter in upholding acceptable 
standards,” says the partner of a 
UK-based firm.

New breed of investor relations
Keeping LPs happy is absolutely 
essential, and this goes far beyond 
delivering high risk-adjusted returns. 
Increasing requirements from 
investors are forcing GPs to keep 
up. Almost all respondents (98%) 
to our survey say that investors are 
directly driving the need for new 
operational solutions, including 
60% who believe this is true to a 
large extent.

For the most part, these investor 
demands centre on having more 
control over how their capital 
is put to use and transparency 
once their capital is invested. For 
instance, 32% of firms say that 
strategy customisation is the issue 
about which investors have been 
most vocal over the past year, 
followed by 26% who say the main 
concern of investors recently has 
been the disclosure of specific 
investment strategies.

The long-term and ongoing trend 
for LPs has been to rationalise 
their GP relationships, committing 
more capital with fewer managers. 
Co-investments have also been 
rising in popularity, with these 
deals serving as a means for LPs 
to customise their exposure to 
particular assets and have more 
control in shaping their portfolios.

48%

38%

7%
7%

Much more complex for business

Somewhat more complex

Unchanged

Somewhat less complex

60%

38%

To a large extent

To some extent

Not at all

2%
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8% 7%

6%

12% 16%

Rank 1 Rank 2 Rank 3

ESG considerations

Lower management/incentive fees

Corporate governance issues

Transparency

Interpretation or understanding of AML requirements

Reporting frequency

Specifics of investment strategies

Strategy customisation
32% 14% 15%

26% 13% 22%

18% 25% 14%

9% 11% 12%

9% 7% 13%

15% 7%

12% 12%

5%3%

3%

2%

1%

What, in your experience, have investors been most vocal or concerned about over the past 12 months? 
(Select top three and rank 1-2-3, with 1 being the concern about which investors have been most vocal)

Investors have been more 
vocal about strategy 
customisation. They want 
to limit the risks to a great 
extent through customised 
investment strategies 
and diversification.”
Partner, Portugal-based PE firm

“Investors have been more vocal about strategy 
customisation. They want to limit the risks to a great 
extent through customised investment strategies  
and diversification,” says the partner of a firm based  
in Portugal.

At the same time, LPs want to understand how their 
assets are being managed so they can report back 
to their own investment committees and potentially 
manage their exposure by tapping the PE secondary 
market. Now more than ever, investors also look to 
see how GPs are delivering genuine alpha or whether 
their returns rely more on passive techniques, such as 
financial engineering or multiple arbitrage.

Nearly a fifth (18%) of respondents report that investors 
have been speaking up over the past 12 months about 
the need for increased reporting frequency, and close 
to one in ten (9%) say investors have been asking about 
greater transparency. “Transparency in reporting,” says 
Jim Whittingham, Aztec Group’s Head of UK PE, “is a big 
proponent of Invest Europe’s tabular capital account – a 
way of disclosing each investor’s value whilst retaining 
confidentiality and reassuring investors that they are 
treated in line with others.”

“We have already increased the transparency levels 
across important reporting areas. Investors have been 
insisting on detailed reports regarding the financial 
status and they want to know underlying causes of 
any operational concerns,” says the partner of a UK 
firm. “A more standardised reporting process is being 
worked out.”
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Section 2:  
Setting up a fund 

Rank 1 Rank 2 Rank 3

Relationship with key individuals

Cross-border reach/international scope

Brand/reputation

Frequency of performance reviews

Fees/costs

Talent/depth of expertise

23% 23% 20%

21% 15% 10%

16% 12% 23%

15% 15% 16%

14% 22% 19%

11% 13% 12%

When appointing a lawyer or legal advisor for a fund, what are the key criteria that factor into your 
decision-making? (Select top three and rank 1-2-3, with 1 being the most significant)

Finding the right legal counsel and emphasising 
operational flexibility are crucial priorities for managers, 
whether big or small, when setting up a fund today.

PE managers have a lot to think about when setting 
up a fund, particularly when it’s their first go-round. 
Once an investment strategy has been defined and 
the firm has faith in executing on that plan, a fund 
structure will need to be decided upon. The industry 
already has a well-established template in the limited 
partnership, but the GP will need to secure a fund 
formation lawyer to draft the limited partnership 
agreement and get the firm up to speed on all of its 
regulatory and legal requirements.

As James Sladden, principal in the fund placement team 
at Campbell Lutyens, puts it, “When appointing counsel, 
you’re not just looking at a single transaction or a single 
fund; you’re looking to partner with someone who will be 
alongside you long term as you grow as a manager.”

When appointing a legal advisor for a fund, talent and 
depth of expertise is the key criterion, cited as the 
number-one priority by 23% of respondents, and by a 
further 23% as their secondary priority. Fees also play 
a significant role, with 21% reporting this as their top 
priority and 15% viewing it as their second priority.

Perhaps surprisingly, having a relationship with key 
individuals is at the bottom of the list. In this sense, fund 
legal services to PE are seen as being commodified. 
Firms will seek the best service for the best price. That 
said, as Simon King, co-head of the Aztec Group’s PE 
team in Jersey, explains, “Retaining counsel who interpret 
things commercially is definitely something that clients 
are happy to pay that additional premium for and can 
really make the difference between two providers.”
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There are a number of factors and 
competing interests to consider 
when deciding where to domicile 
a fund, such as potential tax 
complications, with countries 
blacklisting certain jurisdictions. 
The EU expanded its tax blacklist 
in 2019, adding 10 new names. 
Guernsey and Jersey, popular 
domiciles for European PE funds, 
have avoided the list, having 
improved their tax governance and 
compliance positions.

This can have a major impact on 
domiciling decisions, and managers 
will have to think about their 
investor base and how they will 
be impacted. Our research shows 
that the stakeholders that play the 
largest part when deciding where to 
base a fund are primarily the anchor 
or significant LP, cited by 24% 
of respondents as the key voice, 
followed by the placement agent, 
with 22% of first-place votes.

Rank 1 Rank 2 Rank 3

NED network

Other third-party stakeholders

The firm/fund manager itself

The manager’s lawyers

Placement agent

Anchor/significant LP

24% 15% 20%

22% 17% 16%

18% 23% 17%

18% 25% 18%

10% 8% 9%

12% 20%8%

When deciding where to domicile a fund, which stakeholders play the largest  
part in making that choice? (Select top three and rank 1-2-3, with 1 being the  
most significant)

Rank 1 Rank 2 Rank 3

Cultural fit

Availability of local talent (administrators, lawyers, accountants, etc)

Costs of doing business

CFO network

Stable government

Accessibility/transport links

Reputation among your peers

Reputation among and influence of investors

NED network

Regulatory landscape/domicile of “regulatory best fit”

Speed of set-up times

Tax treatment

Operational flexibility
31% 10% 5%

13% 6% 7%

13% 10% 3%

11% 7% 13%

8% 7% 10%

8% 7% 7%

7% 6% 7%

4% 14% 14%

2% 9% 11%

11% 3%2%

4% 5%1%

7% 8%

2% 7%

When deciding where to domicile a fund, what are the most significant factors that your firm considers? 
(Select top three and rank 1-2-3, with 1 being the most significant)
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The fund manager themselves and their lawyers have 
less headline influence on the decision, although 25% 
and 23% of respondents identify these parties as having 
the second most influence respectively. This illustrates 
that, above all, fund structuring is about catering to 
investors’ needs. Firms should put their LPs first in the 
decision-making process. Laying these foundations at 
the outset can save time in the long run, so GPs should 
start as they mean to go on.

Tellingly, we see a split between managers depending on 
the volume of capital they are raising and managing: the 
largest share of those with an average fund size between 
€250m-€500m (36%) think that the placement agent 
is the key voice, while the biggest share of respondents 
with funds over €1bn (40%) cite the anchor LP as the 
most significant influencer on fund domiciling.

This underscores the essential role that placement 
agents play for smaller operators. Given their limited 
marketing and investor relations resources, managers 
of smaller funds may rely more heavily on the support 
of third parties. This is especially the case where a 
track record may be limited, and it requires an agent 
to leverage their investor network and articulate the 
strategy for a team that may otherwise be overlooked.

Bigger, more established firms are more likely to  
have developed robust, lasting relationships with 
LPs and have brands and strategies that are well 
understood by the market. Whatever best suits these 
big cornerstone investors will be of primary concern  
to these established managers.

Due diligence is a significant 
challenge when establishing 
a new fund. There are 
many legal, social, human 
resources and technology-
related procedures that 
are handled by our teams 
at the same time.”
CFO, Swedish PE firm
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Flex appeal
With a lawyer and placement agent in place, firms will 
have to weigh the interests of their investors with a 
number of other factors in their choice of domicile. 
While tax treatment is somewhat influential, cited by 13% 
of firms as their number-one concern, while another 13% 
identify the speed of fund set-up times, it is operational 
flexibility that ultimately leads the list and is the deciding 
factor for 31% of our survey respondents.

Operational flexibility and regulation are closely related. 
For instance, firms that choose to establish alternative 
investment funds regulated under the EU AIFMD gain 
access across Europe to market their product without 
the burden of negotiating the private placement regimes 
of each jurisdiction. This gives the firm more options and 
can result in more investment commitments to the fund. 
Managers should think about what they want to achieve 
and what degree of operational flexibility they require, and 
then make domiciling decisions based on those needs.

Our findings show that the least important factors in 
this decision-making process are the availability of local 
talent and cultural fit, neither of which garner any first-
place votes among our crop of survey respondents. This 
demonstrates the essential role that fund administrators 
play. Rather than having to source in-house personnel 
and expertise where their fund is legally based, the 
day-to-day management of the fund’s operational and 
accounting activities can be handled by an administrator 
with an office in the chosen domicile. This leaves 
the fund manager to get on with what matters most, 
namely nurturing their trusted investor relationships and 
sourcing high-potential deals on their behalf.

As Sam Wilson, a London-based partner in Fried Frank’s 
asset management practice, explains, “Maximising 

structural flexibility for GPs is key – in terms of where 
capital can be raised, where capital can be deployed, 
and where key personnel can be located. Alongside 
that, creating a sense of familiarity for the structure 
and the set-up for investors is crucial. Managers want 
the most seamless process to be able to on-board 
investors and get on with their job of deploying capital.”

Cumbersome due diligence processes figure highly 
among the challenges associated with setting up and 
structuring a new PE fund, with more than a quarter 
(28%) of respondents identifying this as the main hurdle. 
There is much to think about when running the rule over 
where to establish a fund and which advisors to choose 
to legally structure the vehicle, market it to LPs and 
administer the daily accounting and operations of the 
fund. This demands considerable time and resources.

“Due diligence is a major challenge when establishing 
a new fund,” says the CFO of a Swedish PE firm. 
“There are many legal, social, human resources and 
technology-related procedures that are handled by 
our teams at the same time.” Another CFO, from a 
Finnish firm, adds that their approach is to consult 
external advisors over the diligence process to lower 
the burden on their team.

Set-up costs and anti-money laundering (AML) 
regulations are also key tests that firms face. Both were 
cited by 18% of respondents as primary challenges in 
the fund establishment process, with a further 25% 
of respondents marking AML as the second-biggest 
hurdle. This coincides with an increasing focus among 
regulators on tightening AML rules, which can add to 
set-up costs and extend lead times, according to a 
UK partner: “There are often disputes between parties 
regarding costs, which can slow down the process.”

Rank 1 Rank 2

8% 7%

6%

12%

Competition for capital

Time

Cybersecurity

Opening bank accounts

Securing a favourable anchor LP

Anti-money laundering (AML) regulations

Set-up costs

Cumbersome due diligence processes
28% 13%

18% 8%

18% 25%

14% 20%

10% 7%

5%

8%

14%

5%

4%

3%

What do you consider to be your most significant challenges when establishing a new fund or structure? 
(Select top two and rank 1-2, with 1 being the greatest pain point)



15

S
ectio

n 3
: R

ep
o

rting
 g

uid
elines &

 ES
G

Section 3:  
Reporting guidelines & ESG 

Between the growth of responsible investing and 
increasing demands by LPs for accessibility, reporting 
standards have never been more complex.

In 2018, Invest Europe, the region’s PE trade body, 
published its first investor reporting guidelines to help 
professionalise and standardise the industry. Prior to 
the introduction of guidelines by various associations, 
managers had largely reported on an ad hoc, firm-
specific basis. This made it difficult for LPs to contrast 
fund performance and incorporate GPs’ reporting into 
their own portfolio benchmarking.

Invest Europe’s guidelines cover items such as the 
disclosure of GP fees, carried interest structures 
and fund operating expenses. They also recommend 
various performance measurements including gross 
and net internal rates of returns (IRR) and gross 
multiples of investment cost, in addition to newer, more 
sophisticated metrics. For example, in recent years 
investors have sought to understand how their PE 
performance sizes up against the stock market, using 
the ‘public market equivalent’ measure.

Crucially, over the past five years there has been 
widespread adoption of leverage at the fund level, 
enabling GPs to pull the trigger on deals without the 
immediate need to draw down capital from investors. 
Not only does this help LPs to manage their cash 
flow more effectively, it magnifies time-weighted 
returns because LP capital is put to use for less time 
and is repaid more quickly. This can have a distortive 
inflationary impact on returns, hence why the guidelines 
recommend that managers disclose modified IRRs 
(MIRR) that have been adjusted for any bridge financing 
facilities that might be in place. Ultimately, this all serves 
to even the playing field and is a massive plus for the 
industry and its investors.

Invest Europe’s guidelines have quickly and firmly 
become the playbook that European PE funds follow. 
As Jim Whittingham from the Aztec Group explains: 
“Invest Europe is less prescribed than ILPA in that there 
is no downloadable template to complete each quarter, 
but there are more formatted ‘pages’ to its reporting 
framework. Static data regarding the fund is disclosed 
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in a list, and financial statements, formal fund overview, 
performance, fees, bridge financing and cash flow 
tables are all part of the reporting pack.”

Almost all respondents (98%) use these reporting 
guidelines, including every respondent with an average 
target fund size exceeding €250m. As a general trend, 
we find that managers of sub-€250m funds are less 
likely to adhere to reporting guidelines published by 
various professional associations, including ILPA, the 
British Private Equity and Venture Capital Association 
and the International Private Equity and Venture Capital 
Valuation Guidelines Board.

More often than not, GPs tend to become more 
institutionalised over time as their assets under 
management (AUM) swell with each successive 
fund vintage. It is also true that younger firms tend 
to outperform. For example, 32% of first-time funds 
achieve top-quartile performance across vintages, 
compared with 24% for all other funds, according to 
Preqin data. LPs may be willing to accept a trade-off, 
forgoing greater transparency and reporting disclosures 
in favour of outsized returns.

At the same time, first-time funds without an 
established LP base have been at a disadvantage 
during the pandemic due to the difficulty of forging new 
investor relationships while stay-at-home orders have 
been in place. Amid the uncertainty and disruption of 
the past year, LPs have sought refuge in the familiarity 
of name-brand PE houses. Therefore, smaller firms 
would be wise to adopt and follow guidelines so that 
they offer LPs the best of both worlds: the potential for 
higher returns and the industry-standard reporting that 
investors have quickly come to expect.

0%

20%

40%

60%

80%

100%

International Private Equity
and Venture Capital

Valuation (IPEV) Guidelines Board

British Private Equity
and Venture Capital
Association (BVCA)

Institutional Limited
Partners Association (ILPA)

Invest Europe

98%
92%

69%

60%

72%
76%

68%

57%

44%

56%
52%

76%

57%

36%

60%
56%

76%

100%100%100%

All respondents AUM: Under €250m AUM: Between €250m–€500m

AUM: Between €500m–€1bn AUM: Exceeding €1bn +

Which industry guidelines on reporting do you adhere to? (Select all that apply)

Do you consider the industry standards outlined above to be…

[If answering ‘somewhat’ or ‘entirely’ unfit for purpose]  
Would you prefer a bespoke approach to reporting?

29%
31%

20%
18%

2%

0%

5%

10%

15%

20%

25%

30%

35%

Entirely unfit
for purpose

Somewhat unfit
for purpose

Neither fit
nor unfit

Somewhat fit
for purpose

Entirely fit
for purpose

No
25%

Yes
75%
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On the whole, respondents to our survey believe the 
most common industry reporting guidelines work as 
intended. “Our teams have been able to incorporate 
these standards into regular reporting and we have not 
faced any issues or transparency-related complaints 
so far,” says the managing director of a UK-based PE 
firm. Close to two-thirds (60%) of respondents say 
reporting guidelines are fit for purpose, including 29% 
who say they are entirely fit.

Only 18% say they are somewhat unfit, and 2% believe 
they are entirely unfit. Of these critics, 75% say they 
believe a bespoke approach to reporting is more 
appropriate. This is where fund administration can  
be of significant value. Outsourcing the fund reporting 
to a partner with sophisticated solutions can ensure  
a PE firm’s reporting is tailored to the specific needs  
of its LPs, without the hassle of producing those 
reports itself.

Responsible investing
Invest Europe and ILPA’s reporting frameworks are 
“remarkably similar”, according to Jim Whittingham, and 
funds that are compliant with one are largely compliant 
with the other. “Ultimately, it comes down to presentation.”

Having published its guidelines more recently, in 2018, 
Invest Europe benefited from timing and incorporated 
high-level ESG reporting recommendations. With the 
publication of the ILPA Principles 3.0 a year later, ESG 
reporting and disclosures were given due attention.

Of course, guidelines are not mandatory. Regulations, 
on the other hand, are. The aforementioned EU SFDR 
has upped the ante for what is expected of AIFMD-
regulated PE firms operating in Europe with regards to 
their sustainability impacts and reporting to investors. 
Starting from 10th March, funds managed or marketed 

in the EU need to comply with the new ESG regulatory 
regime by publishing sustainability-related disclosures. 
GPs will need to make clear their ESG policy and report 
on a number of areas, including their approach to due 
diligence, how sustainability is factored into investment 
decisions, and how remuneration incentives deliver on 
sustainability risk management.

“Providing training to our employees is vital at this 
stage. We do not want human errors to spoil our 
compliance efforts. This is especially true for ESG 
compliance,” says the partner of a Germany-based firm. 
“If employees overlook important measures, it will result 
in heavy penalties and reputational loss.”

More than half (54%) of respondents are confident 
in their firm’s ability to meet regulatory requirements 

0%

5%

10%

15%

20%

25%

30%

35%

40%

Very unconfidentSomewhat unconfidentNeither confident
nor unconfident

Somewhat confidentVery confident

25% 24% 24%

20%

29%

24%

36%

20%

36%

29%

24%

28%

32%32% 32%

28%

15%

20%

12%

2%
0%

4% 4%

0%0%

All respondents AUM: Under €250m AUM: Between €250m–€500m

AUM: Between €500m–€1bn AUM: Exceeding €1bn +

How confident are you currently in your firm’s ability to meet regulatory requirements around ESG from an operational 
standpoint? (Select one)

Providing training to our 
employees is vital at this 
stage. We do not want human 
errors to spoil our compliance 
efforts. This is especially 
true for ESG compliance.”
Partner, Germany-based PE firm
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around ESG, including 25% who are very confident. 
However, once again there is a split here between 
smaller fund managers with fewer resources and 
their larger counterparts who can capitalise on their 
economies of scale. More than a quarter (28%) of 
respondents with funds under €250m are somewhat 
unconfident in their firm’s ability to meet ESG 
regulatory requirements, compared with none among 
respondents with an average fund size of between 
€250m-€500m and only 12% with funds exceeding 
the €1bn mark.

How reporting standards will evolve is a key concern. 
There are a number of questions, as Jim Whittingham 
clarifies, that firms must bear in mind: “How will ESG 
policies and performance be presented? As regulation 
changes, how can a manager best communicate their 
control frameworks to their investor base? What level of 
transparency should managers provide on each of their 
portfolio companies and exit strategies? This is where 
reporting should become forward-looking, where the 
quarterly report becomes a marketing tool as well as a 
financial one.”

This is an ongoing process, and GPs are still 
finding their feet. As the regulation develops and 
the EU refines its definition and measurement of 
sustainable activities, then PE is likely to become more 
sophisticated in how it reports to investors.

Notably, it is not just policymakers that are driving  
this change. Investors, too, are asking their fund 
managers for greater ESG insights. This is why the 
ability of GPs to deliver bespoke reporting to LPs is 
becoming increasingly important – a goal that can  
be achieved through outsourcing fund administration 
to third parties.

According to Jim Whittingham, “The ‘story’ of the fund 
is an interesting concept. Each portfolio company has 
its own tale to tell, and the best reporting presents that 
sensibly while adding the personality of the manager, 
which is ultimately what the investor base is buying 
into. Our approach has always been to assist with 
that through building a quarterly reporting pack that’s 
cohesive, authentic and individual.”

In the words of a managing director of an Austrian PE 
firm, “One of our main operational imperatives is making 
reporting more accessible to investors, and they have 
asked for data and insights relating to ESG. We need an 
updated format so that we can share new information 
in a clear and concise manner.” 
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Section 4:  
Outsourcing 

Major industry-wide developments are pushing more 
managers towards outsourcing business functions. 
Picking the right partner can make all the difference.

The PE industry has reached a state of maturity such 
that virtually all functions can be handled by outsourcing 
partners. The impetus to outsource is also increasing as 
firms bear the burden of greater regulatory requirements, 
particularly in the context of ESG. Increasing regulatory 
complexity consumes firms’ operational bandwidth. 
Those that have not already tackled sustainability 
reporting will need to do so urgently.

With so many rules to manage, PE firms’ eyes can 
be taken off what matters most: making competitive 
financial returns for investors. “Using outsourcing 
partners for some tasks frees up time for our teams to 
focus on investment growth and development,” says the 
partner of a Portugal-based PE partner.

Our findings show that 82% of respondents, the largest 
share, either currently or intend to outsource their firm’s 
regulatory reporting functions, followed by 73% who 
report the same for deal due diligence activities. Tax 
compliance (70%) and financial reporting/accounting 
(66%) are also key areas that GPs already outsource 
or have plans to do so. Conversely, the areas of their 
business in which the fewest number of respondents 
currently or intend to outsource functions are deal 
pipeline monitoring (39%), fund establishment (36%) 
and fund management and governance (28%).

As Mandar Kulkarni, chief financial officer of Blue Water 
Energy, puts it, “Outsourcing makes this industry thrive. It 
reduces barriers to entry, which means smaller managers 
can more easily enter the market... To me, it creates a 
level playing field. Because good deals are not solely the 
domain of big firms. With the right expertise at hand, a 
smaller but creative manager can do a good deal.”

The symbiotic growth of outsourcing and smaller, 
boutique funds is also related to the squeezing of fees. 
As James Costine, finance partner at SV Health Investors, 
explains, “When smaller managers come to market, 
they don’t have the track record to charge a 2%-2.5% 
management fee. They just won’t get that. So, they need 

In which areas of your business do you currently, or intend to, 
outsource some or all functions? (Select all that apply)

Fund management and governance

Fund establishment

Deal pipeline monitoring

Company secretarial functions

Treasury and cash flow management

Outsourcing ESG data collection

Portfolio valuation

Financial reporting/accounting

Tax compliance

Deal due diligence

Regulatory reporting

82%

73%

70%

66%

53%

52%

46%

42%

39%

36%

28%
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to be able to outsource as many non-core functions 
as possible to try and efficiently streamline their own 
business... The low-hanging fruit, in that respect, is 
definitely fund administration, as well as compliance.”

The primary benefits of outsourcing for PE firms are 
expertise and experience, cited by 25% of respondents 
as the principal advantage to their firm, closely followed 
by scalability (23%) and then cost-effectiveness (18%). 
Considering the rising tide of regulation, the intention 
of firms to outsource regulatory reporting and the 
core outsourcing benefit being the service provider’s 
expertise, all of this points to the need for firms to seek 
partners with exemplary regulatory expertise that can 
relieve them of these mounting pressures.

As James Costine puts it, “Outsourcing regulatory 
functions gives LPs an extra level of security and comfort 
that everything is being checked correctly. For example, 
everything to do with fund depositary needs to be external. 
The outsourcing partners are seeing everything, from bank 
statements to transactions and legal documentation. That 
provides a fantastic layer of additional comfort to LPs.”

The benefits of outsourcing, however, depend on the PE 
firm in question. Among firms with sub-€250m funds, 
48% identify expertise and experience as the greatest 
benefit. As the average target fund size of respondents 
increases, that share drops precipitously, with just 8% of 
firms with an average target fund size exceeding €1bn 
reporting that the expertise or experience of outsourcing 
partners is of primary importance to them.

Unsurprisingly, scalability (24%) is one of the most 
important benefits for larger firms, who are more likely 

Reduced risk compared to in-house controls/systems

Ability to call on expertise of chosen partners at short notice/on demand

Chosen partners’ access to latest technologies

Increased productivity/e�ciency

Market insights

Ability to focus on investments/portfolio

Cost-effectiveness

Scalability

Expertise and experience (best practice being applied)

25% 12% 2%

23% 12% 15%

18% 6% 4%

13% 24% 5%

11% 19% 21%

5% 5% 13%

7%4%3%

2% 10% 16%

8% 17%

Rank 1 Rank 2 Rank 3

What do you consider to be the primary benefits of outsourcing particular business functions?  
(Select top three and rank 1-2-3, with 1 being the most beneficial)

Using outsourcing partners 
for some tasks frees up 
time for our teams to focus 
on investment growth 
and development.”
Partner, Portugal-based PE firm

to expand into adjacent strategies such as growth 
equity or private debt with similarly large investment 
vehicles. Of equal importance (24%) to this cohort is 
the ability of the outsourcing partner to focus on their 
investments. Understandably, a firm with a larger family 
of funds will require more attention than smaller and 
fewer funds managed by a more modest-sized firm.

Future of the industry
Even though the primary benefit of outsourcing is 
tapping the expertise of partners, this is not the deciding 
factor in selecting which firms to work with. Instead, 
technology and breadth of service are the leading first-
choice determinants for 23% of respondents apiece, 
followed closely by talent/depth of expertise (22%), as 
what matters most. As Mandar Kulkarni explains, “Good 
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execution from an outsourcing partner is practically 
guaranteed, otherwise they wouldn’t be in business. The 
question, then, is how else are they adding value? To 
me, technology is the next frontier.”

Who a PE firm ultimately chooses depends on their 
specific needs. Those looking to offload as much of 
their day-to-day operations as possible may require a 
partner that can offer the broadest suite of services, 
from regulatory and financial reporting all the way 
through to treasury, cash flow and governance 
processes. In contrast, those wishing to farm out a very 
specific function or process, such as ESG reporting or 
deal due diligence, will want to partner with a firm with 
deep expertise in that area.

This is the future of the industry – PE houses building 
out optimal teams by outsourcing what they need on 
a bespoke basis to meet the specific requirements of 
regulators and the needs of investors, while developing 
compelling investment strategies and first-class 
dealmaking expertise in-house. This approach enables 
firms to play to their strengths while lightening the 
burden of activities that may be more efficiently and 
effectively managed by a third party, helping to hone 
their focus and save on time and costs.

“The main reason we have decided to outsource 
fund management and governance is to mitigate the 
challenges for our firm,” says the partner of a UK-based 
firm. “Outsourcing data collection has freed up time for 
our teams.”

Rank 1 Rank 2 Rank 3

Audit/advisor houses

Size

Geographical reach

CFO network

Fees/costs

Brand/reputation

Relationship focus

Stable business model

Partnership approach

Talent/depth of expertise

Breadth of service

Technology
23% 9% 5%

23% 7% 5%

22% 13% 11%

11% 9%8%

6% 12% 13%

5% 13% 14%

5% 7% 10%

4% 7% 5%

1%

1%

1%

1%

9% 12%

6% 6%

6%3%

4%3%

What factors drive your choice of outsourcing partner?  
(Select top three and rank 1-2-3, with 1 being the most important)

Good execution from an 
outsourcing partner is 
practically guaranteed, 
otherwise they wouldn’t be in 
business. The question, then, 
is how else are they adding 
value? To me, technology 
is the next frontier.”
Mandar Kulkarni, Chief Financial Officer, Blue Water Energy



C
o

nq
ue

rin
g

 c
o

m
p

le
xi

ty

22

Section 5:  
Technology 

Amid rapid technological advances, fund managers must 
not fall behind the pace of innovation in an increasingly 
competitive market.

Businesses have been rapidly transformed by the 
adoption of technology and, despite having had a 
reputation for being a largely analogue industry, PE has 
been adding to its digital toolkit in more recent years. 
As Charlotte Light, chief technology officer at the Aztec 
Group, explains, “The two areas of technology that are 
absolutely front of mind for administrators, GPs and 
investors are automation and use of data, especially ‘Big 
Data’ analytics, artificial intelligence and machine learning.”

While some firms have found ways to apply technology 
to dealmaking, these resources are more typically 
harnessed for regulatory purposes. For instance, 
29% of our survey respondents say that the area of 
their business that has benefited the most from the 
adoption of new technologies is regulatory reporting. 
Almost a quarter (24%) say that fund management 
and governance has been the primary function to be 
enhanced by digitalisation, followed by 19% who view 
portfolio analysis as having benefited the most.

“Mainly, we intend to implement advanced standards 
in compliance,” says a UK-based PE partner. “These 
functions are important to avoid legal risks, so we 
need to upgrade to better solutions, preferably before 
our competitors.”

Other functions have seen limited benefits, according 
to our research. Not a single respondent says that 
fund accounting has been an activity that, in their 
experience at least, has benefited the most from tech 
adoption. This may seem counterintuitive given the 
many advanced software applications available for 
these purposes. However, fund accounting is one of 
the first PE business areas to be outsourced. This may 
explain why this and treasury activities score so lowly 
with respondents, since they are not directly applying 
these technologies themselves but are indirectly 
benefiting from their use by trusted service providers.

Larger firms with funds above the €1bn mark are 
far more likely to report positive results from using 

technology for regulatory reporting purposes. Nearly 
half (48%) in this bracket say so, compared with just 
20% of firms with an average fund size of below 
€500m who agree. Rather than there being limited 
benefits for more modest-sized managers, this 
demonstrates the difference in regulatory obligations 
for different sized firms.

The EU SFDR is a case in point. PE firms with fewer 
than 500 members of staff are not mandated to 
disclose the principle adverse impacts of their 
investment decisions; instead, they are expected to 
“comply or explain”. Similarly, there is a lighter touch 
AIFMD regime for sub-threshold alternative investment 
fund managers, defined as firms with AUM of less than 
€500m, if the funds are not leveraged, or less than 
€100m if they are levered. Broadly speaking, it is larger 
PE firms that bear the brunt of regulatory creep, and 
therefore stand to benefit the most from applying 
technology to regulatory reporting.

Mainly, we intend to implement 
advanced standards in 
compliance. These functions 
are important to avoid legal 
risks, so we need to upgrade 
to better solutions, preferably 
before our competitors.”
Partner, UK-based PE firm
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In which areas of your business have you adopted new/advanced technologies that 
you now consider essential to your operations? (Select top three and rank 1-2-3, 
with 1 being the function which has benefited the most from new technologies)

In which areas of your business do you intend to implement new/advanced 
technologies over the next 12 months? (Select top three and rank 1-2-3, with 1 
being the function in which you intend to invest technology resources most heavily)

Looking ahead to future use cases, 
32% of firms say that portfolio 
analysis is the first choice of 
activity for which they intend to 
implement new technology most 
heavily over the next 12 months, 
with a further 19% identifying this 
as their second-place choice. 
While competitor analysis only 
scored 3% of first-choice votes, 
38% of firms see this as among 
their top three areas for which 
technology could be applied  
going forward. One smart 
approach is to combine advanced 
data analytics of existing portfolio 
company performance with the 
performance of companies held 
by rival PE firms for market insights 
and to unlock potential secondary 
buyout opportunities.

“New technology for analysing 
our portfolio and competitors is 
imperative for our growth,” says 
the partner of a Swedish firm. “We 
can compare the performance  
of our portfolio companies by 
using advanced tools. They can 
also predict opportunities and 
threats based on market and 
performance indicators.”

Cybersecurity solutions
Applying technology has numerous 
potential benefits for PE firms, 
including lowering costs and 
improving efficiencies. Another key 
benefit is security.

Cybercrime incidents continue 
to rise, at a significant cost to 
businesses. This can come in 
the form of reputational damage 
and lost business through to 
potentially huge regulatory 
fines that arise from breaches 
of personal data. Under the 
EU’s General Data Protection 
Regulation, for instance, 
companies face fines of up to 
€20m or 4% of their annual 
revenues, whichever is higher, if 
the personal data they have on 
file is leaked in a cyber-attack or 
through negligence.

This presents both an opportunity 
and a risk. Funds have been 
homing in on the cybersecurity 
sector for deals. In a landmark 
transaction, US firm Thoma Bravo 
took enterprise security company 

Rank 1 Rank 2 Rank 3

Company secretarial functions

Fund accounting

Treasury and cash flow management

Cybersecurity

Competitor analysis

Deal pipeline monitoring

Investor relations

Data management

Compliance

Portfolio analysis

Fund management and governance

Regulatory reporting

29% 18% 7%

24% 12% 4%

19% 21% 21%

5% 12% 8%

5% 5% 11%

5% 4% 7%

5% 5% 3%

3% 13% 16%

3% 3% 7%

3% 5%

2%

11%2%

2%

Rank 1 Rank 2 Rank 3

Company secretarial functions

Fund accounting

Treasury and cash flow management

Competitor analysis

Investor relations

Cybersecurity

Deal pipeline monitoring

Data management

Regulatory reporting

Compliance

Fund management and governance

Portfolio analysis

32% 19% 5%

12% 10%14%

11% 11% 17%

11% 7% 12%

8% 7% 7%

7% 3% 3%

5% 11% 12%

4% 6% 4%

3% 18% 17%

2% 4%

1%
2%

3% 7%2%

3%
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Proofpoint private in a €10bn buyout in April of this 
year. Smaller deals are also prevalent. In May 2021, CVC 
Capital Partners made a minority investment of roughly 
€200m in IT security company Acronis, valuing the 
Swiss business at around US$2bn.

Simultaneously, PE firms must give careful 
consideration to their own defences. They manage 
large volumes of information about their many investors 
and private businesses they hold, which is shared in 
confidence. Therefore, security is paramount. 

“With the increased risk of denial-of-service attacks and 
data breaches, we feel that investing in cybersecurity 
solutions is most needed at this point,” says the 
managing director of a UK PE firm. “We have sensitive 
investor and company information to protect.”

Beyond the realm of front-line cybersecurity, 
automation, too, can help buttress firms’ defences. 
“Where you have manual intervention in processes 
and high-volume, high-value transactions, in a 
very regulated environment, the big advantage of 
automation is that you remove the risk of human error,” 
says Charlotte Light. “You can make the end-to-end 
transactions more secure. The market is expecting the 
regulatory environment to get increasingly complex, so 
using automation to reduce risk and drive compliance 
is definitely something that people are interested in.”

For 28% of respondents, security of data/information is 
considered the most important benefit of implementing 
new and advanced technologies, while a further 25% 
see this as the second most important benefit, putting 
it ahead of all other potential benefits. This clearly 
highlights the primacy of security for GPs and the need 
to demonstrate to investors that their data and the firm 
as a whole are protected from unwanted intrusions.

However, efficiency is another major advantage 
that cannot be ignored. As Charlotte Light puts it, 
“Automation and data technologies can bring both 
experience and efficiency benefits, reducing points 
of friction and accelerating processing. People are 
increasingly used to having real-time access and real-
time experiences. So, if your technology can reduce 
the time between a request and a response and make 
the experience seamless, that’s a tremendous benefit.”

By integrating technology into their operations, 
whether in-house or by outsourcing to a partner that 
is harnessing these applications, GPs and their LPs 
can access the data they require on demand. This can 
save time and costs and improve the overall running 
of the firm. Just over a fifth of respondents (21%) 
say that having ‘information on demand’ advantages 
is a primary benefit of harnessing technology, and 
a further 21% say the same of securing improved 
timeliness of outputs.

Looking ahead, Charlotte Light explains that “over 
a three-to-five-year horizon, PE will continue to 
wrestle with more advanced levels of automation and 

sophisticated data analytics, while artificial intelligence 
and machine learning will continue to mature as 
technologies… Things like blockchain and distributed 
ledgers, digital currencies and tokenisation, these 
technologies are climbing the slope of the ‘hype cycle’ 
in terms of expectation. I fully expect them to take some 
time to mature for enterprise use. But when they do, 
they’ll definitely have implications for the PE industry.” 

 

Rank 1 Rank 2

Lower costs

Quality and accuracy of outputs

Tailored outputs

Improve e�ciencies (timeliness of outputs)

Accessibility to data – information on demand

Security of data/information

28% 25%

21% 24%

21% 18%

14% 9%

16%9%

8%7%

What benefits do you consider most important from technology? 
(Select top two and rank 1-2, with 1 being the most important benefit)

The market is expecting the 
regulatory environment to 
get increasingly complex, so 
using automation to reduce 
risk and drive compliance 
is definitely something that 
people are interested in.”
Charlotte Light, Chief Technology Officer, Aztec Group
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Conclusion

Firms have successfully steered their ships through the 
most challenging period in the PE industry’s history. 
Now, their imperative is to reduce costs where possible 
at the same time as managing rising regulatory risks. 
Firms expect to shoulder a growing compliance burden 
and, to overcome this, anticipate using technology 
and expert outsourcers to improve their reporting, 
transparency and data security.

When considering the trends in the European PE 
industry that they believe will drive structural change at 
their firms over the next three years, 24% of firms see 
creative deal structures as being most influential. Funds 
are having to think of unique ways to deploy investor 
capital in a highly competitive deal environment.

But outside of the core activity of unearthing deals 
and making compelling investments, firms will have to 
adapt their operations to the changing demands of the 
industry. For 21% of respondents, rapid technological 
advancements will be the foremost trend shaping their 
firm over the coming years. What’s more, 44% say that 
greater demands for transparency by investors will 
be among the three biggest trends that will impact 
them structurally. This pressure to level up will require 
agility and adaptability if Europe’s PE firms are to avoid 
getting left behind.

Greater competition for deals

Increasing importance of ESG issues

Increased importance of outsourcing

Rise of market disruptors

Greater demands for transparency from investors

Tightening regulatory environment

Growth of new asset classes

Rapid technological advancements

Increasing use of creative deal structures

24% 7% 6%

21% 12% 7%

19% 7% 7%

12% 8%8%

10% 17% 17%

7% 14% 21%

17%12%4%

2% 4% 6%

19%1% 11%

Rank 1 Rank 2 Rank 3

What do you believe will be the most important trends in European private equity driving structural change at your firm 
over the next three years? (Select top three and rank 1-2-3, with 1 being the most important trend)
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1 Technological efficiency is no longer a nice-to-
have: The adoption of technology across the  
PE industry is helping to drive up efficiencies  

 and push down costs. As this trend accelerates,  
 those firms that have been slow to embrace  
 digital tools will be at a distinct competitive  
 disadvantage. Firms should therefore make a  
 priority of seeking to close any gaps and  
 weaknesses in their operations. Tech-led firms  
 will increasingly become the rule rather than  
            the exception.

2 Investors and managers need accessibility: 
Dealmakers and portfolio managers need 
company data at their fingertips. On the client  

             management side, firms must meet the various  
             and idiosyncratic demands of investors. This is     
             where using an outsourcing partner that leverages  
             the best technology to deliver bespoke reporting  
 on-demand saves time and resources.

3 Designing flexibility in your systems for growth: 
Bolting on new apps to legacy systems and taking 
a piecemeal approach to improving operations  

 will not deliver the best results. Firms should  
 develop an operational strategy and a roadmap  
 to achieving it. One of the most important  
 considerations is designing flexibility into systems  
 so that they can be adapted as the firm grows and  
 its demands change. By handing non-core  
 operations over to an outsourcing partner, firms  
 can benefit from the ability to scale up their AUM  
 without the need to build out their own firm.

4 Using technology to clarify the complex: Data 
is the most valuable asset that companies own. 
Using sophisticated software and analytics  

 capabilities, PE firms can draw unique insights  
 and forecast trends from external and proprietary  
 data. In this way, technology is about more than  
 just improving efficiencies. With the right  
 information, PE firms can make decisions that  
 make their funds top-quartile performers. And  
 the greater the quality and accuracy of data  
 supplied to investors, the more transparent the firm.

5 Data security and how to achieve it: Keeping data 
secure should be a top priority, as any data loss 
can cost a firm its reputation. Depending on the    

             approach taken, this may require budgeting for a  
             dedicated IT security function and potentially  
 co-sourcing penetration testing and security  
 management. When choosing an outsourcing  
 partner, it is imperative that PE firms find  
 a provider that has a robust information  
 security management system in place to  
 guarantee the confidentiality, integrity and  
 availability of all processing services.
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