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Introduction 

This publication provides our latest views on the state of the private capital markets. We’ve 

also included theme-based discussions on timely topics. Going forward, we’ll present our take 

on significant industry developments and our perspective on potential opportunities for 

investors at least quarterly. As always, please contact your Truist advisor to learn more, and 

for guidance on how our views may help shape your portfolio. 

State of the private equity market and a look back at 
a hallmark year  

The private equity (PE) industry set new record highs in many areas during 2021. More 

capital was raised, and more PE and mergers & acquisitions (M&A) deals were 

completed than in any other year on record. Investor enthusiasm for private equity shows 

no signs of waning. 
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Eighty-eight percent of investors surveyed by alternative assets data company Preqin in 2021 

said they expect to increase or maintain their PE allocations in 2022, and 95% said they will 

do so over the longer term. At a time when future investment return expectations are 

generally lower, investors are turning to private equity to potentially boost portfolio returns.  

Rising deal sizes and exit multiples 

The biggest, most experienced funds continue to raise the most money and are executing 

ever larger deals. The average deal size pierced through the $1 billion mark in 2021 for 

the first time ever. Large amounts of unspent capital raised by private equity firms prior to 

the pandemic, coupled with trillions in Covid-related stimulus, created a burst of activity in 

sectors across the board, but especially in technology and tech-enabled industries. This 

combination not only drove deal size and deal volumes, it impacted valuations. The average 

EBITDA purchase price multiple for leveraged buyout transactions increased 9% to 12.3x in 

North America, the highest level since 2007.  

Private equity funds benefited from elevated transaction multiples and lofty public market 

valuations when exiting investments in 2021. North American funds captured the most value, 

and the technology sector produced the largest share of deals. All exit channels proved to be 

attractive options in 2021. Soaring public markets led to a burst in IPO activity. Rising stock 

prices and better-than-expected economic growth gave corporate buyers ample currency for 

strategic deals and the rise in special-purpose acquisition companies (SPACs) also played a 

role, albeit mostly in the growth space. 
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PE secondaries offer relatively less risk 

The PE secondary market continues to experience rapid growth, with 2021 deal volume 

exceeding $130 billion. The secondary market allows investors to buy and sell pre-existing 

commitments or portfolios of assets within primary private equity funds, before they are fully 

liquidated. Amid this growth, many funds participating in the market have expanded their 

focus beyond traditional limited partner (LP) interest deals and have been pursuing innovative 

deal structures which potentially offer differentiated access to high-quality assets. As a result, 

non-traditional or “complex” deal structures, dominated by general partner (GP)-led 

transactions, have increased in volume and now make up nearly 45% of the secondary 

market. GP-led transactions are typically structured to provide capital for concentrated fund 

recapitalizations for both single and multi-asset continuation vehicles.  

The sharp rise in the number of GP-led private equity secondary market transactions is 

expected to continue as investors and sponsors alike recognize the benefits of the approach. 

The GP-led market has experienced a 37% estimated compounded growth rate since 2013, 

driven by established managers seeking liquidity options for higher-quality assets.  

The dramatic growth in global private equity assets, longer holding periods, and investor 

desire for more regular liquidity will continue to drive substantial growth in this market. With 

~$3.2 trillion in primary capital raised over the past 5 years, private equity fund managers will 

further leverage the secondary market to catalyze liquidity events for their existing investors.  

A major advantage of secondaries is that, unlike typical private equity fund 

investments, secondary investments generally occur when a primary portfolio is 

substantially funded and generating liquidity. Therefore, buyers have the advantage of 

analyzing the performance and calculating the future value potential of the fund’s underlying 

companies. This increased visibility has resulted in low loss rates and strong returns versus 

traditional private equity investments. Additionally, secondaries have proven to be a practical 

tool for efficient portfolio management, as well as for existing investors seeking liquidity. 

 

Strategy and manager selectivity increasingly important in 2022 

Coming off an unprecedented year in 2021 we are beginning to see the landscape shift, with 

markets unsteady amid a tech-stock rout and higher interest rates. Private markets are set 

to remain very competitive in 2022. Private equity firms are sitting on more than $1 trillion in 

dry powder (the amount of committed, but unallocated capital waiting to be invested), per 

PitchBook data. Given the dynamics and elevated valuations across many segments of 

private markets, we expect strategy and manager selectivity to become increasingly 

important when constructing a private equity allocation.  

Building a private equity allocation is a long-term process. Five or more years of consistent 

construction are needed to reach a steady state and approach the target allocation. This 

approach is designed to result in a private equity portfolio allocation that will benefit from both 

strategy and vintage year diversification. 

 

 



 

 

Spotlight on private debt 

Investors seeking portfolio solutions to help hedge against rising rates may benefit from 

private debt strategies as returns are primarily generated from payments based on a floating 

interest rate. Private debt has experienced significant growth, driven by investors’ search for 

higher returns in a prolonged period of low interest rates. The private debt market has more 

than doubled since 2015, and now stands around $1.2 trillion in size. Last year was a banner 

year for private debt, with fundraising dedicated to the asset class hitting $253 billion, the 

highest annual sum since 2017, according to Preqin data.  

Private debt as an asset class has delivered a durable premium to investors through the 

economic shock caused by the pandemic as well as other dislocations over the past 10 

years. Yields in the private debt markets have ranged from 270 to 300 basis points (one basis 

point = 0.01%; 300 basis points = 3.00%) above those available in the leveraged loan 

markets. This provides a spread cushion to absorb both company-specific risks and broader 

market turbulence. 

Private debt is not publicly traded. Therefore, valuation methodologies can look through 

market volatility, focusing on fundamentals and expected future cash flows. This typically 

results in a smoother return profile to the underlying investor. 

Private debt has exhibited lower defaults and higher recovery rates than other high-

yield fixed income investments. This is due to covenants, governance protections and 

priority of claims that private debt loans can command relative to more liquid traditional fixed 

income. 

Investors looking to dampen the effects of rising interest rates or seeking higher yields should 

consider whether private debt can complement their portfolio allocations.  

Qualified opportunity zone investing 

The qualified opportunity zone (QOZ) investment program provides for tax-

incentivized investments into economically distressed communities. 

The 2017 Tax Cuts and Jobs Act established the qualified opportunity zone program with the 

overall purpose to spur economic growth and job creation in low-income communities while 

providing tax benefits to investors. There are currently over 8,700 designated QOZs, 

dispersed across all 50 states (and Puerto Rico). Although the QOZ program was established 

to encourage long-term investments in certain low-income community census tracts, many of 

the eligible opportunity zones (OZs) include middle and higher-income areas. Initial QOZ 

determination was finalized in 2Q 2018; designated QOZs will stay in place for 10 years and 

cannot be modified during that time, per the legislation.  

A qualified opportunity fund (QOF) investment potentially offers tax savings in three ways: 

1. Capital gains tax from the sale of virtually any asset (if reinvested into a QOF within 180 

days) are deferred until December 31, 2026, or the sale of the new investment, 

whichever is earlier. As opposed to a 1031 exchange where the entirety of sales 

proceeds must be reinvested, investing in a QOF only requires the capital gains to be 

reinvested to defer taxes.  

2. An exclusion of tax on gains within the QOF, for taxpayers that maintain their investment 

in the QOF for at least 10 years, as they will be entitled to permanently exclude from 



 

 

taxation the appreciation of the QOF itself. After 10 years, the taxpayer will be allowed to 

step up the basis for tax purposes of the investment to its fair market value at time of 

disposition of the QOF’s assets. 

3. Finally, investors can utilize other tax breaks in conjunction with OZ investments, such as 

new expensing and accelerated depreciation rules. 

Designated QOZs are census tracts generally deemed to be economically distressed, or low-

income, communities, as defined by the eligibility criteria of a poverty rate greater than 20% 

and a median income not in excess of 80% of the area median income. Real estate 

investment and development in these QOZs represent an attractive opportunity to create 

meaningful risk-adjusted returns for investors, which are greatly enhanced by the tax 

advantages under the QOZ Rules. Of the 42,176 census tracts eligible to be designated as 

QOZs, a total of 8,762 were designated across the 50 states and U.S. territories. Of those, 

8,532 were low-income communities, while 230 were in contiguous communities. 

Due to the substantial improvement requirements of the QOZ program in which properties 

must be substantially improved, QOFs have focused predominately on multifamily assets. 

The multifamily sector is particularly well-suited to investment through the QOF program 

because of their strong current and projected market dynamics, relatively shorter construction 

periods, relatively simple construction methods, and the ability to invest in a range of both 

urban, infill locations and in more suburban locations. 

Other than the multifamily sector QOZ investors have targeted real estate investments across 

property types including hotels, office buildings and industrial warehouse. Given the 

substantial improvement requirements which requires significant redevelopment or ground-up 

development, the success of any QOF will depend on selecting the right partner with the right 

experience to execute on the overall QOZ program. This includes being able to implement a 

dynamic asset management plan to monitor, manage, stabilize, improve and position assets 

for an eventual sale. 
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ESG growth and DEI impact 

Throughout 2021, the importance of environmental, social, and governance (ESG) matters 

proved to be even greater than many had expected, as ESG has become a key area of focus 

for a range of stakeholders, particularly in company boardrooms. ESG is having a growing 

influence on business strategy and the trend is set to continue in 2022 and beyond. 

 Another important initiative within the private equity industry that’s recently gained traction is 

diversity, equity, and inclusion (DEI). Improving DEI throughout the industry is becoming a 

higher priority in a globalized workforce, where firms compete for a new generation of talent 

that views diversity as the norm, not the exception. Recent studies have shown firms who are 

successfully executing on DEI are viewed to have a competitive advantage over those firms 

that do not promote DEI initiatives. We expect human capital management, and specifically 

DEI, will be increasingly critical for companies, investors, and regulators.  

Over the last few years, the private equity industry has seen significant growth in the number 

of active funds by private equity firms and strategies owned or managed by diverse talent1. 

We’ve also observed targeted fundraising by these funds across the private equity strategies 

range. This includes first time funds as well as established managers across the diversity 

spectrum targeting fund sizes from less than $100 million to greater than $1 billion. The 

current diverse manager universe encompasses over 800 funds. The majority of these are 

first time funds or second or third generation, and spinouts raising funds of less than $500 

million. Additionally, we continue to see private equity fund managers broadly commit to 

diversity at the business and portfolio level. As we all prepare for a better tomorrow, private 

capital strategies will play an increasing role in ESG and DEI initiatives as well as related 

investment preferences and mandates.  

                                                      
1 Truist’s Investment Advisory Group defines diverse managers as managers who have 
25% minority ownership or control from a strategy standpoint. 
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Conclusion  

In a year marked by new records set, the private market investment environment remains 

robust and we anticipate that momentum will carry over into 2022 and beyond. Private equity 

as an asset class has demonstrated its resilience over the last two years and continues to 

outperform the public markets over longer periods of time. We expect valuations to remain 

elevated particularly for high quality assets, as managers remain flush with cash and will be 

looking for attractive opportunities to deploy capital. Given the uncertainty of the current 

economic backdrop including inflation, geopolitical, central banking policy and public market 

volatility, both strategy and manager selection will be critical in sourcing private capital 

strategies for 2022. In our view, private equity will continue to play an integral role with 

respect to overall portfolio construction for qualified investors as they look to build durable 

long-term portfolios.  

 

  



 

 

Disclosures 
Advisory managed account programs entail risks, including possible loss 

of principal and may not be suitable for all investors. Please speak to 

your advisor to request a firm brochure which includes program details, 

including risks, fees and expenses. 

The risk profile of a private equity investment is higher than that of other 

asset classes and is not suitable for all investors. There are inherent 

risks in investing in private equity companies, which encompass financial 

institutions or vehicles whose principal business is to invest in and lend 

capital to privately held companies. These risks include a long term 

investment horizon, rigid liquidity restraints, and high bankruptcy rates 

among portfolio companies. Generally, little public information exists for 

private and thinly traded companies and there is a risk that investors may 

not be able to make a fully informed investment decision. 

Private placement limited partnerships and funds of funds, or other types 

of long term investment vehicles are typically illiquid. The terms of the 

agreements governing these investments generally provide for significant 

notice periods, lock-up periods, holdbacks upon redemption, and other 

provisions that make prompt liquidation of these investments 

contractually impossible. It may often take several months, a year or 

even longer to process redemption in these situations. 

Comments regarding tax implications are informational only. Truist and 

its representatives do not provide tax or legal advice. You should consult 

your individual tax or legal professional before taking any action that may 

have tax or legal consequences. 

Investing with a focus on ESG-impact or DEI-impact may cause an 

investment to forego otherwise attractive opportunities or may increase 

or decrease the investment’s exposure to certain types of companies 

and, therefore, to possibly underperform funds that do not invest with a 

similar focus. 

U.S. Intermediate-Term Core Taxable Bonds are represented by the 

Bloomberg U.S. Aggregate Bond Index which is the broadest measure of 

the taxable U.S. bond market, including most Treasury, agency, 

corporate, mortgage-backed, asset-backed, and international dollar 

denominated issues, and maturities of one year or more. 

U.S. Government Bonds are represented by the Bloomberg U.S. 

Government Index which is an unmanaged index comprised of all 

publicly issued, non-convertible domestic debt of the U.S. government or 

any agency thereof, or any quasi-federal corporation and of corporate 

debt guaranteed by the U.S. government. 

U.S. Investment Grade Corporate Bonds are represented by the 

Bloomberg U.S. Corporate Investment Grade Index which is an 

unmanaged index consisting of publicly issued U.S. Corporate and 

specified foreign debentures and secured notes that are rated 

investment grade (Baa3/BBB- or higher) by at least two ratings agencies, 

have at least one year to final maturity and have at least $250 million par 

amount outstanding. 

U.S. Leveraged Loans are represented by the Credit Suisse Leveraged 

Loan Index which is a representative index of tradable, senior secured, 

U.S. dollar denominated non-investment-grade loans.  

U.S. High Yield Corporate Bonds are represented by the ICE BofA U.S. 

High Yield Index which is an index that tracks U.S. dollar denominated 

debt below investment grade corporate debt publicly issued in the U.S. 

domestic market. 

Truist Wealth is a name used by Truist Financial Corporation. Banking 

products and services, including loans, deposit accounts, trust and 

investment management services provided by Truist Bank, Member 

FDIC. Securities, brokerage accounts, insurance/annuities offered by 

Truist Investment Services, Inc. member FINRA, SIPC, and a licensed 

insurance agency where applicable. Life insurance products offered by 

referral to Truist Insurance Holdings, Inc. and affiliates. Investment 

advisory services offered by Truist Advisory Services, Inc., Sterling 

Capital Management, LLC, and affiliated SEC registered investment 

advisers. Sterling Capital Funds advised by Sterling Capital 

Management, LLC. 

While this information is believed to be accurate, Truist Financial 

Corporation, including its affiliates, does not guarantee the accuracy, 

completeness or timeliness of, or otherwise endorse these analyses or 

market data. 

The opinions and information contained herein have been obtained or 

derived from sources believed to be reliable, but Truist Financial 

Corporation makes no representation or guarantee as to their timeliness, 

accuracy or completeness or for their fitness for any particular purpose. 

The information contained herein does not purport to be a complete 

analysis of any security, company, or industry involved. This material is 

not to be construed as an offer to sell or a solicitation of an offer to buy 

any security.  

Opinions and information expressed herein are subject to change without 

notice. TIS and/or its affiliates, including your Advisor, may have issued 

materials that are inconsistent with or may reach different conclusions 

than those represented in this commentary, and all opinions and 

information are believed to be reflective of judgments and opinions as of 

the date that material was originally published. TIS is under no obligation 

to ensure that other materials are brought to the attention of any recipient 

of this commentary.  

 

Investments involve risk and an investor may incur either profits or 

losses. Past performance should not be taken as an indication or 

guarantee of future performance.  

TIS/TAS shall accept no liability for any loss arising from the use of this 

material, nor shall TIS/TAS treat any recipient of this material as a 

customer or client simply by virtue of the receipt of this material.  

The information herein is for persons residing in the United States of 

America only and is not intended for any person in any other jurisdiction.  

Investors may be prohibited in certain states from purchasing some over-

the-counter securities mentioned herein.  

The information contained in this material is produced and copyrighted 

by Truist Financial Corporation and any unauthorized use, duplication, 

redistribution or disclosure is prohibited by law.   

TIS/TAS’s officers, employees, agents and/or affiliates may have 

positions in securities, options, rights, or warrants mentioned or 

discussed in this material. 

©2022 Truist Financial Corporation. Truist, the Truist logo and Truist 

purple are service marks of Truist Financial Corporation.  

All rights reserved 
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