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Government
Partisanship
With the uncertainty of US Presidential
elections behind us, the current focus is on
a runoff for the two Georgia Senate seats in
January that decides if the United States
will have a Democratic sweep or a divided
government in the latest election cycle.
Using PE industry-wide cashflow
transactions data offered through eFront
Insight, we can explore the market
performance over the past 20 years that
encompass five presidential election cycles.
To avoid the dominant effect of the global
macro downturns in the early 2000s and
during the GFC in 2008, the downturn
quarters are excluded from the analysis.
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Removing the seven quarters in the period Q1 2001 – Q3 2002 and seven quarters in the
period Q1 2008 – Q3 2009 for methodological reasons reduced the total number of
quarters under Republican Presidency in the observed period to a greater extent than what
is the case with Democratic administration in the White House.

No significant differences appear
in money multiple performance
between a Democratic and a
Republican Presidency
Quarterly Average
TVPI Return
(Q1 2000 – Q4 2019)

Source: eFront Insight, As of Q2 2020.

Source: eFront Insight, As of Q2 2020. The chart shows the historical quarterly average TVPI return for global
PE market which includes LBO and VC funds.

Over the past 20-year period, the PE market delivered the above-average performance in 19
quarters under the Democratic and in 14 quarters under the Republican presidency.
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Source: eFront Insight, As of Q2 2020.

However, there are no significant differences in the quarterly average of the TVPI
performance across the presidency party affiliation. With interquartile spreads of 0.60x
and 0.62x for the Democratic and the Republican presidency, respectively, the manager
selection risk seems comparable in size between the two regimes.
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Source: eFront Insight, As of Q2 2020. The chart shows the historical quarterly average TVPI return for global PE market which includes LBO and VC
funds. Interquartile spread is calculated as a difference between the return of the top quartile performing fund and the bottom performing fund.
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IRR tells a slightly
different story
On a quarterly basis,
the PE market delivered
almost 3.7% of IRR
under a Republican
President on average,
relative to IRR 3.4%
yielded during the
mandates of a
Democratic President.
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Source: eFront Insight, As of Q2 2020. The chart shows the historical average quarterly
end-to-end IRR returns for the global PE market which includes LBO and VC funds. An
end-to-end return calculation is a standard IRR calculated over a set period rather than
since inception. The starting period for an end-to-end IRR will convert the ending NAV
to a negative value and consider it as the initial cash flow.

Government unity seems to be
more important for PE market
outcomes
A government is considered to be divided if one party holds the White House and the other party
holds a majority of one or both Houses of Congress. Out of 66 quarters analyzed, the US had 30
quarters of unified government and 36 quarters of divided government.

Historical Average Quarterly IRR Return
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A unified government has historically
yielded higher quarterly IRR returns
than the divided one.
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Source: eFront Insight, As of Q2 2020. The chart shows
the historical average quarterly end-to-end IRR returns
for global PE market which includes LBO and VC funds.
An end-to-end return calculation is a standard IRR
calculated over a set period rather than since inception.
The starting period for an end-to-end IRR will convert
the ending NAV to a negative value and consider it as
the initial cash flow.
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Republicans controlled the Executive Branch
and both Houses of Congress more often
A Democratic President faced a divided government in 82% of the analyzed quarters.
Conversely, a Republican President has been supported by a unified government in 3 out of
4 observed quarters.
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A more detailed breakdown shows that the PE market fared better in terms of IRR returns under
a Democratic presidency, under both government regimes, unified and divided. The overall
historical overperformance of a Republican presidency is due to its more frequent control of
both Houses of Congress.
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PE funds call for more capital
when the government is unified.
A divided government sees high
levels of distributions
Unified government quarters coincide with a beneficial investment climate that gave rise to
levels of capital calls significantly higher than in the quarters characterized by a divided
government. On the other hand, the average level of distributions in the divided government
quarters outweighs the average level of capital paid back to investors over the unified
government quarters.

Quarterly Transactions

Historical average quarterly capital calls and distributions across Government
division regimes
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Source: eFront Insight, As of Q2 2020. The chart displays the sum of calls and the sum of distributions that took place in the given quarter divided by
the total fund size at each quarter, then averaged out across 66 non-crisis quarters in the past 20 years

How eFront Insight helps limited partners

Managing private market programs requires access to private market cash-flow data and a
granular view of your portfolio holdings.
Through access to a historical private market data set, investors can:

Identify trends that
occurred during past crises

Provide insights around the potential
route to take through the current crisis.

The eFront Insight platform offers data services that collects and validates cash-flows of more
than 4000 unique funds. This dataset is used on an anonymized basis to generate net return
calculations and provide an Industry benchmark.
Using Insight’s Research module, our clients can directly examine their own investments and
private markets as a whole both today and through history.

This combination of data and tools provides our clients with a detailed understanding of how
previous crises and trends have historically impacted the market and their portfolio, ultimately
providing essential fact-based support and guidance through the decision-making process
within their investment lifecycle.
Additionally, eFront Insight provides LPs with reliable fund and portfolio asset-level data, allowing
them to go beyond market data analysis and investigate their portfolio via a rich set of analytics.
To learn more about eFront Insight:
DOWNLOAD THE BROCHURE
CONTACT US

eFront is the leading technology solution for alternative investment management, covering the needs of all alternative investment
professionals end-to-end, from fundraising and portfolio construction to investment management and reporting. With more than 850 clients
in 48 countries, eFront services clients worldwide across all major alternative asset classes. In 2019, eFront was acquired by BlackRock and
integrated with Aladdin®, its investment technology, bringing together public and private asset classes to deliver the industry-leading
multi-asset investment platform.

