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Private markets strategies should be a part of a well-diversified institutional investment 
program 
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A well-established asset 
class… 

• Leading institutional investors continue to increase 
their exposure to private markets investments 

…that offers the potential 
for long-term 
outperformance… 

• Private equity has consistently outperformed 
public equity markets over the long term 

…and significant 
diversification/downside 
protection… 

• A developed program can provide diversification 
benefits, particularly in periods of broad 
market/economic stress 

…when implemented 
through a professional 
investment program 

• A professionally managed program can assist with 
identifying, accessing and managing a portfolio of 
managers who create long-term value 



Private markets investments offer attractive, return enhancing benefits to a well-diversified  
portfolio 
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Source: Northleaf analysis 
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Infrastructure 
“Long-term investment in core facilities, services and 

installations required for economic productivity and an 
efficiently functioning society, offering stable, predictable cash 

flows and a real asset return profile, with quasi-monopolistic 
characteristics and the potential for inflation protection” 

Private equity 
“Investment in private operating companies by hands-on, 

value-oriented owner-managers with a view to driving 
shareholder returns from transformational strategic, 

operational and financial initiatives over a five to seven 
year ownership period” 

Lower Risk/Return Higher Risk/Return 

ILLUSTRATIVE 

Offers premium returns relative 
to conventional public equities 

Offers premium returns relative 
to conventional fixed income 

Investor-focused managers have developed 
innovative private market platforms that provide cost-
effective access and can deliver incremental long-term 

returns for institutional investors 



Private equity is an established asset class that provides access to the value creation that is 
taking place outside of the public markets 

~73,000 

Public 

~17,000 

Private 

“Private equity” 
encompasses a 
range of equity 

and equity-
related 

investments in 
privately held 

operating 
companies 

Private companies represent more than 80% of all US 
companies with greater than $10M in revenues… 

Source: Dun & Bradstreet, US Chamber of Commerce 

Number of US companies with revenues >$10MM 
Count 

… and private equity is a growing asset class among 
sophisticated investors…  

Source: Preqin 

Private equity assets under management 
$ billions 

…seeking to enhance 
investment returns 
relative to conventional 
public market 
investments 

• Historically, private 
equity investments 
have delivered 
outperformance over 
the long term 

• Investors typically 
target a 300-500 bps 
premium over public 
equity returns 
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2011 2013 
June 

3,466 

2012 

3,273 3,036 

2010 

2,776 

2009 

2,480 

2008 

2,279 

2007 

2,276 

2006 

1,704 

2005 

1,238 

2000 

716 



Institutional investors around the world have been increasing their allocations to private 
equity… 
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Public pension 
plans 

Private pension 
plans 

Family offices/ 
endowments 

Sovereign 
wealth funds 

5.3 

8.1 

4.8 
6.2 

9.3 

15.2 

24.7 24.7 

Average allocations to private equity as an asset class 
Percent 

2006 

2012 

Source: London Business School; Coller Institute of Private Equity (January, 2014) 



…and are expected to grow their allocations further in the current market environment 
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LPs plan to commit more capital and raise their PE allocation in 2014 and beyond 

Source: Prequin Investors Survey (December 2013) 

100% 

80% 

60% 

40% 

20% 

0 
LPs’ current PE allocations 

vs. target 
LP plans for amount of 

capital to commit in 2014 
vs. 2013 

LP intentions for PE 
allocations longer term 

Percentage of LPs 

Below target 

At target 

Above target 

More 

Same amount 

Less Decrease 

Maintain 

Increase 



Years 

Northleaf Investments1 

5 10 3 15 20 

15.0 14.1 14.3 17.3 19.6 

Long-term private equity programs demonstrate the attractive return potential of the asset 
class 
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1 The internal rate of return (“IRR”) is an annualized money-weighted return calculated using periodic cash flows and end of holding period valuations.  Performance of the Northleaf 
Global Program is measured after all fees, expenses and carried interest of underlying fund investments but before fees, expenses and carried interest of Northleaf.  The Northleaf 
Global Program includes all fund investments and direct co-investments made by Northleaf’s global funds and discretionary global custom mandates, including the discretionary TD 
Capital legacy fund investments and direct co-investments made from 1969 until the launch of TD Capital/Northleaf’s first global fund in 2002.  The Northleaf Global Program excludes 
investments made by Northleaf’s custom mandates with specific geographic restrictions (Northleaf’s Canada-focused custom programs, Ontario Venture Capital Fund and Northleaf 
Venture Catalyst Fund) and non-discretionary TD Bank proprietary/relationship investments administered by Northleaf.  If such investments were included, the 20-year IRR would be 
15.3%. 

2 Source for Private Equity Benchmark Returns: Thomson Reuters VentureXpert: Pooled Horizon Returns Reports and Cumulative Returns Reports ran on May 5, 2014 for the All 
Regions Primary Market as at December 31, 2013, all in USD. Database last updated on May 3, 2014. VentureXpert data is continuously updated and is therefore subject to change. 

3 Source for public market returns: Capital IQ, Bloomberg, Northleaf Capital Partners analysis. Total returns for MSCI World Index figures assume dividends are reinvested into the index. 
These returns do not reflect the cash flows used to calculate the Northleaf returns and accordingly a direct comparison may not be meaningful. The investment strategy of the MSCI 
World Index differs from the strategy pursued by the Northleaf Global Program. 

Venture Economics – All 
Private Equity Index2 

Key success factors 

• Rigorous due diligence to 
identify managers who build 
better businesses 

• Sustainable value in core 
relationships 

• Proactive identification of 
emerging managers 

• Consistent investment across 
vintage years 

Northleaf Global Program – Horizon IRR (%) 
Period ended December 31, 2013 

MSCI World3 15.7 7.5 12.1 4.8 7.6 

10.6 9.4 9.7 9.3 11.2 



Private equity has consistently outperformed public equity markets over the long-term around 
the world… 
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US Buyout Funds 
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Western Europe* 

MSCI Europe mPME 

EU Buyout Funds 

• End-to-end pooled IRR (as of June 2013) 
 

Source: Cambridge Associates; Bain & Company.   
Notes – The Cambridge Associates mPME is a proprietary private-to-public comparison methodology that evaluates what performance would have been had the dollars invested in private 
equity been invested in public markets instead; the public index’s shares are purchased and sold according to the private equity fund cash-flow schedule 
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MSCI emerging markets mPME 

Emerging markets buyout & growth funds 



…and the performance achieved by top quartile funds is both significant and durable 
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All US buyout fund vintages since 1993 have matched or beat public markets 
19
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Since inception pooled net IRR by vintage year (US buyout funds, as of June 2013) 
Percent 

50% 

40% 

30% 

20% 

10% 

0 

S&P 500 mPME 

US buyout funds – all 

US buyout funds – top quartile 

Note: vintages after 2005 have limited number of realizations, and returns largely reflect valuations of unrealized assets; vintages after 2008 are excluded because they have few 
investments and almost no realizations 
Source: Cambridge Associates 
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Moreover, a professionally managed private equity program can provide diversification 
benefits relative to public equities, particularly in periods of broad market/economic stress 

• Northleaf’s Global 
Private Equity Program 
has provided 
diversification benefits 
when investors need it 
most –  offering 
significant downside 
protection in challenging 
market conditions 
 

• In quarters where the 
index was negative, the 
Northleaf program 
delivered a return in that 
quarter that was, on 
average, 7.4% higher 
than the S&P 500 and 
8.2% higher than the 
MSCI World 

Quarterly returns for Northleaf and S&P 500 TR  
in quarters where the S&P 500 TR was negative 

(%) 

Performance differential between Northleaf and S&P 500 TR 
in quarters where the S&P 500 TR was negative 

(%) 
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The structural advantages of the private equity model have combined to produce a consistent 
premium relative to investments in publicly listed companies 
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Direct and active 
ownership of 
private 
companies 

Involved boards 
and strong 
alignment of 
interests 

Reliable funding 
model 

• Investors drive significant 
changes in company strategy, 
operations and senior 
management teams to build 
shareholder value 

• Managers have secure sources 
of capital to shore-up existing 
portfolio companies and take 
advantage of attractive buying 
opportunities in challenging 
market conditions 

• “100-Day Plans” result in 
focused and coordinated 
business-building efforts 

• Incentives are shared between 
management and investors and 
based on realized long-term 
results 

Primary source of private equity value creation 
Percent 

63 

32 

5 

Company 
outperformance 

Market/sector 
appreciation 
plus financial 
leverage 

Arbitrage 

Source: McKinsey & Company 

http://www.google.ca/imgres?imgurl=http://www.rcga.org/_uploads/InternalPix/Logos/407logo.jpg&imgrefurl=http://www.rcga.org/news_details.aspx?ID=1229&usg=__aGMB-oCYB__WaikSJapA6MdJWMU=&h=53&w=250&sz=7&hl=en&start=1&zoom=1&um=1&itbs=1&tbnid=Af-0UwaAr_sd1M:&tbnh=24&tbnw=111&prev=/images?q=etr+407+logo&um=1&hl=en&tbs=isch:1


Investors can benefit by accessing fund managers who create long-term value by working 
with company management on day-to-day operating/business building initiatives 
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Build High 
Performance 

Organizations 

Continuous 
Efficiency 
Improvement 

Optimize Capital 
Structure 

Drive Revenue, 
Growth, Market 
Share 

Northleaf  targets managers who play a direct and 
active role in managing their portfolio companies… 

…and has seen a number of recent examples of value added 
business building initiatives in companies across our portfolio 

Sample value creation framework 
Fund Manager Portfolio company 



The private equity funding model is characterized by the availability of secure sources of 
capital, a key advantage relative to public equities 
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Reliable, 
patient 
sources of 
capital… 

…enable a buy 
& hold 
strategy… 

…and optimal, 
longer-term 
capital 
allocation 
decisions 

• 10 year committed capital 

• No redemption risk 

• No fund-level leverage; no margin calls 

• 5-7 year investment horizon 

• Insulated from short-term focus of public markets quarterly earnings 
reports 

• Ability to make transformational changes despite potential for 
negative impact on short-term earnings 

• Capital available in times of crisis to: 
− Invest in growth initiatives 
− Shore up balance sheets 
− Repurchase debt on attractive terms 
− Make accretive add-on acquisitions 

• Control/influence positions enable control of timing and manner of exit 



Sustainable  
Outperformance  
in Private Equity 

Diversification Manager Selection 
and Access 

 
Administration 

 

While attractive as an asset class, successful implementation is the key to benefitting from 
the potential for sustainable outperformance  

Successful 
participation in 
private equity 

requires that each of 
these key factors be 

considered and 
applied in building 

out a long-term 
investment program 

 Timing and Sequence 
of Allocation 

Key success factors in private equity 
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Top-quartile manager identification and access is critical to a successful long-term 
investment program 

Large number of private equity funds in the 
market place… 

Number of private equity funds raised by vintage 
year - global 
Buyout, growth and VC firms 

15 

… and wide dispersion in returns makes 
selection of top performers imperative 

Percentage point spread between top and bottom 
quartile performance, 1996-2013 

Buyouts* 

Public Equity** 

Venture Capital* 

 * Source: Thomson Reuters Cumulative Returns Report for United States Primary 
Market, fund vintage years 1995 through 2012 as of Sept 30, 2013 

 ** Source: eVestment Alliance 
 Note: Private equity returns are calculated as internal rates of return ("IRRs"), while 

those for the public markets are calculated as time-weighted rates of return. 
Direct comparisons are therefore not possible 

15.7 

14.8 

2.3 
167180

206

148
127

284
300

236

336

431

366

291

438453

2013 2012 2011 2010 2009 2008 2007 

Venture 
Buyout 

Source: Thomson Reuters 
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Once a program is out in place, it needs to be managed and monitored – which can be 
administratively burdensome 

Clear and concise communication 

Institutional investor in private equity 
(Indirect exposure to ~ 30 Portfolio Investments) 

Capital calls/ 
distributions 

Quarterly and 
annual reporting 

Administrative/legal 
amendments Annual meetings Monitoring and risk 

management 

600-1000 administrative 
events/notices per year 

(Portfolio of ~ 30 Portfolio Investments) 



The benefits of private equity markets strategies are clear 
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Private markets 
strategies should 
be part of any 
well-diversified 
institutional 
investment 
program 

• A well-established asset class 
 

• The potential for long-term 
outperformance 
 

• Significant diversification and 
downside protection benefits 

A professionally managed private markets investment program  
can add real value to any institutional portfolio 



Important notices 

The information contained herein is in summary form for convenience of presentation.  It is not complete and it should not be relied upon as such.  
The information set forth herein was gathered from various sources which Northleaf believes, but has not been able to independently verify and 
does not guarantee, to be accurate. This document was not prepared, reviewed nor approved by any of the fund managers, their respective 
affiliates or the management of any of the portfolio company investment(s) referred to herein.  

The attached material is provided to you on the understanding that, as an accredited investor and/or institutional advisor, you will understand and 
accept its inherent limitations, you will not rely on it in making or recommending any investment decision with respect to any securities that may 
be issued, and you will use it only for the purpose of discussing with Northleaf your preliminary interest in investing in a transaction of the type 
described herein.  Any investment in private equity or infrastructure is subject to various risks; such risks should be carefully considered by 
prospective investors before they make any investment decision. Each prospective investor should consult its own advisors as to legal, tax, 
accounting, regulatory and related matters before investing. 

These materials may contain forward-looking statements based on experience and expectations about these types of investments.  For example, 
such statements are sometimes indicated by words such as “expects,” “believes,” “seeks,” “may,” “intends,” “attempts,” “will,” “should,” and 
similar expressions.  Those forward-looking statements are not guarantees of future performance and are subject to many risks, uncertainties 
and assumptions that are difficult to predict.  Therefore, actual returns could be much lower than those expressed or implied in any forward-
looking statements as a result of various factors. Northleaf has no obligation to revise or update these materials or any forward-looking 
statements set forth herein. 

The information in the attached materials reflects the general intentions of Northleaf.  There can be no assurance that these intentions will not 
change or be adjusted to reflect the environment in which Northleaf will operate.  Historic information on performance is not indicative of future 
returns.  Conclusions and opinions do not guarantee any future event or performance.  Neither Northleaf nor any of its subsidiaries or affiliates 
are liable for any errors or omissions in the information or for any loss or damage suffered. 

This document, which has been prepared solely for information purposes by Northleaf, is confidential and is being provided to you on the express 
understanding that it will not be reproduced or transmitted by you to third parties without Northleaf’s prior written consent.  If you are not the 
intended recipient of this report, you are hereby notified that the use, circulation, quoting, or reproducing of this report is strictly prohibited and 
may be unlawful. This material was used by Northleaf during a presentation; it is not a complete record of the relevant discussion. 

Northleaf Capital Partners® is a registered trademark of Northleaf Capital Partners Ltd.  All rights reserved.   
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79 Wellington Street West 
6th Floor, Box 120 
Toronto, ON  M5K 1N9 
Canada 
T: 866.964.4141 
F: 416.304.0195  

14 Waterloo Place  
4th Floor  
London   SW1Y 4AR  
United Kingdom 
T: +44 (0) 20.7023.9711 
F: +44 (0) 20.7930.7171  

3000 Sand Hill Road  
Building 1 - Suite 230  
Menlo Park, CA  94025  
USA 
T:  650.234.9810  
F:  650.234.9859  

www.northleafcapital.com 
investors@northleafcapital.com 
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