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The private markets opportunity
Significant growth and investment

1. Hamilton Lane, Cobalt November 2020. 2. McKinsey & Company, McKinsey Global Private Markets Review 2022. 3. Hamilton Lane, Cobalt 2022. All figures presented in USD
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659%
Growth in the number 

of funds over the last 

20 years1

$15T
Commitments to 

Private Markets over 

the last 50 years3

$9.8T
Private Markets AUM 

H1 20212



Critical to diversify across asset type and vintage
Private markets asset class relative performance varies over time

Source: Pitchbook, Russell Investments. As of June 30, 2021. For illustrative purposes only. The returns shown above correspond to alternative investment products managed by third-party managers. 

They do not represent the actual investments of the Fund, Russell Investments or any of its other clients. Past performance does not predict future returns.
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Private market strategies’ pooled IRR comparisons by vintage year*
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68.5%

65.3%

64.5%

42.1%

26.4%

20.0%

12.1%
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10-year 

horizon IRR

17.9%

16.2%
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12.7%
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1.9%

8.8% 18% 16.2% 27.4% 19.8% 22.2% 18.3% 19.1% 21.6% 29.7% 32.5% 39.9% 59.2% 86.4% 16%Range
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…and critical to diversify within asset class and vintage
High dispersion of performance by fund, especially late cycle

Source: Cambridge Associates All Private Equity, Venture Capital, Growth Equity and Buyouts, Mezzanine and Distressed, years from 1981 – 2019. Returns shown net of fund fees and expenses. 

Returns shown through 2018 because in the early life of a fund, IRR may not be meaningful as the fund is still in the investment period and therefore IRR does not truly reflect performance of the fund. 

Returns for more recent fund vintages may be lower than the returns shown above and IRRs are more likely to be negative. For illustrative purposes only. The returns shown above correspond to 

alternative investment products managed by third-party managers. They do not represent the actual investments of the Fund, Russell Investments or any of its other clients. Past performance does not 

predict future returns.
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Due diligence is key
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Private markets
Key investment themes

Source: Russell Investments. For illustrative purposes only.

/  5

▪ Infrastructure is at the centre in 

the move toward 

decarbonization

▪ Secular rise in demand for data

▪ Transportation infrastructure 

supported by population growth 

and urbanization

▪ A focus on sponsor-backed loans

▪ Experienced management teams 

that have invested through 

multiple business and credit 

cycles

▪ Demonstrated ability to avoid 

losses with low default rates and 

loss rates

▪ Access to the 21st century real 

estate ecosystem

▪ Secular growth trends associated 

with sectors such as industrial, 

student housing, and single family 

rentals 

▪ Inflation protection

▪ Leverage specialist managers with 

clear areas of domain expertise

▪ Onshoring of supply chains

▪ Secondary investments provide 

optionality in an uncertain 

economic environment

Private

Infrastructure
Private 

Real Estate

Private CreditPrivate Equity



Private markets: Operational burden and complexity
Collect, store, analyze and report

Source: Russell Investments, Hamilton Lane. For illustrative purposes only. 
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Cash 
Management

Data 
Collection

Data collection for fund performance 
and individual portfolio companies

IRR calculations

Capital call & distribution review 

and support

Performance 
Reporting

Quantitative and qualitative 

performance analysis

Portfolio diversification

Benchmarking



Private markets are complex
Investment structures – Accounting for your specific circumstances
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1

2

Legal and

Structuring 

What is the most appropriate jurisdiction and 

structure for an investor’s specific circumstances?

Side letter negotiations

Review of legal documents

4 Partnership amendments

3



Operational due diligence

Source: Russell Investments. For illustrative purposes only.
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DDQ – Due Diligence Questionnaire

P&Ps – Policies and Procedures

OPERATIONAL DUE DILIGENCE PROCESS:

1

2

3

DUE 

DILIGENCE

REPORT

Preparation

Document
Review

Interviews
& On-site

Preparation

Internal ▪ Coordination with investment research

▪ Initial documentation inventory

External ▪ Meeting scheduling

▪ Additional documentation request

1

Document
Review

ODD

Team

▪ Offering documents

▪ Marketing materials

▪ DDQs/ P&Ps/ Audited financials

Compliance 

Review

▪ Code of ethics

▪ Compliance manual

▪ Registration with regulatory authorities

Legal

Review

▪ Constitutive documents

▪ Side letters

2

Interviews
& On-site

3
Direct

Review

▪ Walkthrough of trade process

▪ Review of pricing/ Cash controls

▪ Verification of stated process controls

Manager

Reputation 

Review

▪ Background checks

▪ Reference checks

3rd Party

Service

Providers

▪ AUM verification

▪ Confirmation of services provided



Visibility & control Improved investment outcomes

Incorporate client 

preferences, such as

sector, geographical, 

risk profile or 

transaction type 

exposures

INTEGRATE 

CUSTOM 

PREFERENCES

PORTFOLIO 

PLANNING

Access to cash flow 

projection model and 

scenario testing 

analytics

Make deliberate 

decisions on which 

exposures are intended 

and unintended

OWNING TOTAL 

PORTFOLIO 

EXPOSURES 

See risks and 

exposures at the total 

portfolio level

ANALYTICS AND 

RISK AT TOTAL 

PORTFOLIO LEVEL

Key pillars of governance and oversight
Providing detailed risk analysis of your portfolio
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Safeguarding investor 

interests

OPERATIONAL 

DUE DILIGENCE



Example: Investor A - real assets portfolio 

Source: Russell Investments, as at June 30, 2022. For illustrative purposes only.

• Increase real asset portfolio 

from 5% to 20% of the total 

assets

• Funded from fixed income

• Global diversification

• Maintain real value of assets

• Access to a well diversified portfolio 

across strategy, geography, 

manager and asset

• Open ended-fund structures 

• Core risk profile

• Income focus

• Inflation protection

8
Funds

Real Estate

Infrastructure

650+
Assets
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CHALLENGE: OUTCOME:



Example: Investor B - diversified growth portfolio  

Source: Russell Investments, as at June 30, 2022. For illustrative purposes only.
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Growth Equity​

Buyout​

Venture Capital

Mezzanine​

Secondaries​

Special Situation​

Private Debt​

Div. Nat. Resources​

Real Assets

Infrastructure​

• Management of complex web 

of assets from M&A activity

• Streamlining 14 asset pools 

• Generate higher returns than  

public market equivalent

• Diversify risk portfolio

CHALLENGE:

• Asset and relationship pooling

• Reduced administrative burden

• Increased buying power

• Additional layer of manager 

oversight and risk mitigation

OUTCOME:

ANNUAL
COMMITMENTS54

INVESTMENTS

PERPETUAL
TERM



Private markets: powering your investment program
Actionable insights
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Expertise and scale can help 

manage the complexity of 

private markets

Manager selection and 

portfolio construction critical 

to performance

Incorporate key pillars of 

governance and oversight



Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the prospectus before investing. The indicated rates of returns are 
the historical annual compounded total returns including changes in unit/share value and reinvestment of all dividends or distributions, and does not take into account sales, redemption, distribution or 
optional charges or income taxes payable by any security holder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be 
repeated.

This publication may contain forward-looking statements. Forward-looking statements are statements that are predictive in nature, that depend upon or refer to future events or conditions, or that include 
words such as or similar to. “expects”, “anticipates”, or “believes” or negative versions thereof.  Any statement that may be made concerning future performance, strategies or prospects, and possible 
future fund action, is also a forward-looking statement.  Forward-looking statements are based on current expectations and projections about future events and are inherently subject to, among other 
things, risk, uncertainties and assumptions about economic factors that could cause actual results and events to differ materially from what is contemplated.  We encourage you to consider these and 
other factors carefully before making any investment decisions and we urge you to avoid placing undue reliance on forward-looking statements.  Russell Investments has no specific intention of updating 
any forward-looking statements whether as a result of new information, future events or otherwise. 

As with all mutual funds, investment in this mutual fund contains risks that may make it unsuitable for you, depending on your investment objectives and risk tolerance. If the fund does not perform as 
intended, you may experience a loss of part or all of your principal invested.  

Diversification does not assure a profit and does not protect against loss in declining markets.  

Bond investors should carefully consider risks such as interest rate, credit, repurchase and reverse repurchase transaction risks.  Greater risk, such as increased volatility, limited liquidity, prepayment, 
non-payment and increased default risk is inherent in portfolios that invest in high yield (“junk”) bonds or mortgage backed securities, especially mortgage backed securities with exposure to sub-prime 
mortgages. 

Nothing in this publication is intended to constitute legal, tax, securities or investment advice, nor an opinion regarding the appropriateness of any investment, nor a solicitation of any type. This 
information is made available on an "as is" basis. Russell Investments Canada Limited does not make any warranty or representation regarding the information. 

Russell Investments' ownership is composed of a majority stake held by funds managed by TA Associates, with a significant minority stake held by funds managed by Reverence Capital Partners. 
Russell Investments' employees and Hamilton Lane Advisors, LLC also hold minority, non-controlling, ownership stakes.

Copyright © Russell Investments Canada Limited 2022. All rights reserved. Unless otherwise stated, all images are sourced from Getty Images.

Frank Russell Company is the owner of the Russell trademarks contained in this material and all trademark rights related to the Russell trademarks, which the members of the Russell Investments group 
of companies are permitted to use under license from Frank Russell Company. The members of the Russell Investments group of companies are not affiliated in any manner with Frank Russell 
Company or any entity operating under the “FTSE RUSSELL” brand.

Throughout this document, we refer to Russell Investments Canada Limited as “Russell Investments Canada” and our parent company as Russell Investments. 
References to “Russell Investments” describe our global organization and processes that are implemented in all regions.  

Date of first publication:  July 2022   INST-01337  [EXP July 2023]

Important information
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