Contents

List of Tables VII
List of Figures IX
List of Abbreviations X
List of Symbols XII1
Overview of Articles XIV
1 Introduction 1
1.1 Defaults of Private Equity Investments . . . . . .. ... ... ... .. ..... 2

1.2 Fundraising in Private Equity . . . . .. ... .. ... . o o o 3

1.3 Demography of Private Equity Sponsors and Style Consistency . . . . .. .. .. 4
References for Chapter 1 . . . . . . . ... . .. .. .. 6

2 Exit Through Exitus in Private Equity Buyouts 9
2.1 Introduction . . . . . . . . . . 11
2.2 Theoretical Background . . . . ... ... .. ... L 14
2.2.1 PE Firm Characteristics . . . . . . .. ... . . ... ... ... ... .. 14

2.2.1.1 Specialization of PE Firms . . . . . .. ... .. ... ... ... 14

2.2.1.2 Captivity of PEFirms . . . . ... .. ... .. ... ... ... 15

2.2.2 Buyout Characteristics . . . . .. . ... .. ... .. .. .. L. 16

2.2.21 Secondary Buyouts . . . ... ... ... oL 16

2222 Syndication . . . .. ... oo 16

2.2.2.3 Intermediate Add-On and Divestiture Activity . . . . . . .. .. 17

23 Data . . . o 18
24 Methodology and Results . . . . .. ... ... . e 29
2.4.1 Methodology . . . . . . ... ... 29

242 Results. . . . . . . .. e 31

2.4.2.1 PE Firm Characteristics . . . . ... ... ... .. ... ..., 31

2.4.2.2 Buyout Characteristics . . . . ... .. ... ... .. 36



2.4.2.3 Economic Control Variables . . . ... ... oo 37

95 Robustness Checks . . . . v v v o 38
251 DBaseline Hazard Restriction . . . . . . . .« . o oo oo e e 38
2.5.2 Modelling Unobserved Heterogeneity . . . . .. . ..o o oo ev e 38
2.5.3 Discrete Time Specification . . . . . . ... oo 39
254 Missing Values . . . . . . o oo e 40
2.55 Right Truncation . . . . . . . ... oo e 41
256 Alternative Explanations . . . . . . . . ..o oo 42
2.5.7 Other Robustness Checks . . . . . . . .. . oo 42

2.6 ConcluSIon . . . v v v v e e e e e e e e e e 43
References for Chapter 2 . . . . . . . . . . e e 44
Appendices for Chapter 2 . . . . . . ... oo 49

3 Fueling the Buyout Machine: Fundraising in Private Equity 63

3.1 Imtroduction . . . . . ... e e 65

3.2 Theoretical Background . . . . .. ..o 68
3.2.1 Past Transaction Performance . . . . . ... .. ... ... ... ... 68

3.2.1.1  Speed of Capital Turnover . . . . . .. .. ... ... 68
3.2.1.2 Return Track Record . . . . . . ... ... ..o 0. 69
3.2.1.3 Industry Style Consistency . . . . .. ... ... ... ... 70
3.2.2 PE Firm Characteristics . . . . . . . . . ... .0 0o 70
3.2.2.1  Size, Experience, and Reputation of PE Firms . . . . . . . . .. 70
3.2.2.2 Industry Specialization of PE Firms . . . . ... ... ... .. 71
3223 Captivity of PEFirms . . . . . .. .. ... ... . 72

3.3 Data . . ... e 73

34 Results . oo o000 76
3.41  Descriptive Statistics and Univariate Results . . . . . .. .. .. ... .. 76

3.4.1.1  Past Transaction Performance . . . . . . .. ... ... ... .. 81
3.4.1.2  PE Firm Characteristics . . . . .. . .. .. ... ... ..... 81
3.4.1.3  Economic Control Variables . . . . . ... ... ... ... ... 85
342 Multivariate Results . . . .. .. 00 85
3421 Past Transaction Performance . . . . .. .. ... ... ... .. 89

3422 PE Firm Characteristics . . . . .. . . ... .. ... . . ... . 90



3.4.2.3 Economic Control Variables . . . . . . ... ... .. .. . . .. 91

3.5 Robustness Checks . . . .. .. ... .. L. 91
3.5.1 Exclusion of Fundraisings Without Stated Fund Volume ... .. .. .. 91
3.5.2  Exclusion of Fundraisings by Captive PE Firms . . . . ... ... .... 92
3.5.3 Varying Time Horizon for Control Group Calculation . . . . . .. ... . 92
3.5.4 Alternative Definition of Successful Exit Fraction . . . .. ... .. ... 93

36 Conclusion . . . . ... 93
References for Chapter 3 . . . . . . . .. .. ... 95
Appendices for Chapter 3 . . . . . ... . L L 98

Private Equity Firm Demographics and Style Persistence 107

41 Introduction . . . . . . . . . ... 109

42 Data . ... ... e 111

4.3 Private Equity Firm Demographics . . . . . . ... .. ... ... ... . ..., 113
4.3.1 Review of Selected Literature . . . .. ... . ... .. ... ... ..., 113

4.3.1.1 Institutional Affiliation of PE Firms . . . .. .. ... ... .. 113
4.3.1.2 Specialization of PE Firms . . . .. .. ... ... ... .. ... 114
4.3.1.3 Experience and Reputation of PE Firms . . . ... .. ... . 114
4.3.2 Evaluation of Private Equity Firm Sample . . .. .. .. ... ... ... 115

4.4 Determinants of Industry and World-Region Style Drifts . . . . .. ... . ... 125
44.1 Existing Literature . . . . . .. ... ..o Lo 125
4.4.2 Derivation of Hypotheses . . . . . . . .. ... ... ... 126
4.4.3 Descriptive Statistics and Univariate Results . . . . .. ... ... ... . 128

4.4.3.1 PE Firm Characteristics . . . . ... ... ... ... .. ... . 129
4.43.2 Buyout Characteristics . . . . ... . ... ... ... 133
4.4.3.3 Economic Control Variables . . . .. ... ... ... .. .... 133
4.4.4 Multivariate Results . . . . . .. .. o o 133
4.4.4.1 PEFirm Characteristics . . . . .. ... ... ... ... ..., 134
4.4.4.2 Buyout Characteristics . . . . . .. ... ... ... .. ... . 137
4.4.4.3 FEconomic Control Variables . . . . .. .. ... ... ... ... 138
4.4.5 Robustness Checks . . . . . . . . . ..o 139

4.4.5.1 Exclusion of Transactions by PE Firms With Operations Teams 139
4.452 Boom Period (2005-2007) Re-Estimation . . . . ... ... ... 139



4.5 Conclusion . . . . . . . .. e
References for Chapter 4 . . . . . . . . ... Lo o

Appendices for Chapter 4 . . . . . .. ... oo o o

Declaration of Authorship



