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The LPX Europe Total Return Index (LPX) of major UK and European listed 
private equity (LPE) companies rose nearly 38% over the 12 months to end 
May 2017, outperforming the Stoxx Europe 600 and FTSE All-Share indices 
over one, three and five years. The LPX has lagged somewhat over 10 
years despite NAV outperformance due to discount widening. However, the 
rolling 10-year relative performance is set to improve strongly as high pre-
crisis valuations drop out of the comparatives. Assuming a flat 
performance going forward, the LPX would show over 7% outperformance 
of the major indices by end May 2018 and over 60% relative 
outperformance by May 2019. This could improve the perception of LPE as 
an asset class with long-term investors. 

LPE has delivered strong medium-term returns… 
We have analysed the absolute and relative returns of the LPE sector using the 
LPX Europe Total Return Index of major UK and European LPE companies and 
comparing it in sterling terms with the Stoxx Europe 600 and FTSE All-Share Index 
to end May 2017. 

The LPE sector has delivered very strong returns as the LPX has risen by 38%, 
67% and 186% over the last one, three and five years in absolute terms, 
outperforming the DJ Stoxx by 8%, 25% and 37% and FTSE All-Share by 14%, 
33% and 61% respectively. 

…driven by NAV growth and narrowing discount 
The strong medium-term performance has been driven by both NAV growth and a 
narrowing of the discount from previously elevated levels. The LPX NAV total return 
was almost 80% over the last five years, while the discount to NAV fell from 38% in 
May 2012 to c 6% at the end of May 2017. 

The long-term performance record as measured by 10-year relative returns, has 
still lagged somewhat despite the NAV total return outperforming by 5-10%. This is 
due to the impact of discount widening: the LPX traded at a 4% premium to NAV 10 
years ago and currently trades at a 6% discount.  

Long-term performance set to turn positive 
The rolling 10-year relative performance figures are set to improve strongly as high 
pre-crisis valuations drop out of the comparatives. Assuming the LPX and major 
indices just perform in-line going forward, the LPX would show over 7% 
outperformance of the major indices by end May 2018 and over 60% relative 
outperformance by May 2019. This effect would only partially moderate even by 
2020, as the relative outperformance would still be in the 35-45% range. This could 
improve the perception of LPE as an asset class with long-term investors and 
investment consultants. 
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LPE sector performance analysis 

We highlighted the relatively wide discount of the LPE sector despite strong recent performance in 
our note, Listed Private Equity – The Opportunities and Challenges for Investors (22 September 
2016) and subsequently noted the impact of the financial crisis on the long-term risk-return history 
in Risk in LPE: Perception vs Reality (2 March 2017). Since these notes, the LPE sector has 
continued to deliver strong NAV returns and the sector discount has narrowed. We update the 
recent drivers of performance and analyse the potential positive impact on long-term rolling returns 
as the unfavourable pre-crisis comparatives fall out of the 10-year history. 

LPE has delivered strong medium-term returns… 
We have analysed the absolute and relative returns of the LPE sector using the LPX Total Return 
Index of major UK and European LPE companies and compared it in sterling terms with the Stoxx 
Europe 600 and FTSE All-Share Index to the end of May 2017. The results are summarised in 
Exhibit 1. 

Exhibit 1: Total return indices to end May 2017  
Price performance (£) 1yr 3yr 5yr 10yr 
LPX Europe TR 37.9% 67.0% 186.4% 63.6% 
     DJ Stoxx 600 27.3% 34.0% 108.8% 79.9% 
LPX price relative 8.4% 24.6% 37.2% -9.0% 
     FTSE All-Share 21.1% 25.4% 77.6% 71.4% 
LPX price relative 13.9% 33.2% 61.3% -4.6% 
Source: Bloomberg, Edison Investment Research 

The LPE sector has delivered very strong medium-term performance as the LPX has returned 38%, 
67% and 186% over the last one, three and five years in absolute terms, outperforming the DJ 
Stoxx by 8%, 25% and 37% and the FTSE All-Share by 14%, 33% and 61%, respectively. However, 
as we discuss in more detail below, the sector underperformed over 10 years. 

…driven by NAV growth… 
The strong medium-term performance has been driven by both NAV growth and a narrowing of the 
discount from previously elevated levels. We illustrate the NAV growth in Exhibit 2. 

Exhibit 2: Total return indices to end May 2017  
NAV performance (£) 1yr 3yr 5yr 10yr 
LPX Europe NAV TR 23.8% 50.4% 79.7% 88.5% 
     DJ Stoxx 600 27.3% 34.0% 108.8% 79.9% 
LPX NAV relative -2.7% 12.3% -13.9% 4.8% 
     FTSE All-Share 21.1% 25.4% 77.6% 71.4% 
LPX NAV relative 2.2% 20.0% 1.2% 10.0% 
Source: Bloomberg, Edison Investment Research 

The LPX NAV total return was 24%, 50% and 80% over the last one, three and five years delivering 
a consistently strong outperformance on a three-year view, a roughly in line performance over one 
year and a mixed picture over five years depending on which comparative index is used. Thus the 
overall strong and consistent LPX price return is a combination of the NAV and movement in NAV 
premium/discount. 

…and narrowing discount 
As we show in Exhibit 3, the discount to NAV has consistently fallen from 38% in May 2012 to c 6% 
at the end of May 2017, helping to drive the one, three and five-year total price return. 

http://www.edisoninvestmentresearch.com/?ACT=19&ID=17086&dir=sectorreports&field=19
http://www.edisoninvestmentresearch.com/?ACT=19&ID=18139&dir=sectorreports&field=19
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Exhibit 3: LPX NAV total return index  
LPX NAV total return index (£) May-17 -1yr -3yrs -5yrs -10yrs 
Premium/discount -5.5% -10.6% -12.4% -37.7% 3.9% 
Source: Bloomberg  

However, we note that the 10-year NAV relative performance figures are solidly positive at +5-10 
percentage points. Thus the weaker long-term relative price performance noted in Exhibit 1 is 
explained by the impact of discount widening over the 10-year period: the LPX traded at a 4% 
premium to NAV 10 years ago and currently trades at a 6% discount even though NAV total returns 
have beaten the indices since before the financial crisis. 

Long-term performance set to turn positive 
The rolling 10-year relative performance figures are set to improve strongly as the high pre-crisis 
valuations drop out of the comparatives. We can simulate the effect by assuming the LPX and 
major indices just perform in line going forward and calculating the rolling 10-year performance 
data. We show our calculations in Exhibit 4. 

Exhibit 4: Implied 10-year rolling returns assuming flat markets 
Major indices (£) May-17 May-18 May-19 May-20 
LPX Europe price 63.6% 97.9% 296.4% 184.0% 
     DJ Stoxx 600 79.9% 84.5% 146.0% 108.6% 
LPX price relative -9.0% 7.3% 61.1% 36.1% 
     FTSE All-Share 71.4% 84.6% 141.8% 96.7% 
LPX price relative -4.6% 7.2% 63.9% 44.4% 
Source: Bloomberg, Edison Investment Research 

Based on our assumptions, the LPX would show over 7% outperformance of the major indices by 
end May 2018 and over 60% relative outperformance by May 2019. Moreover, this effect would 
only partially moderate even by 2020, as the relative outperformance would still be in the 35-45% 
range. This could improve the perception of LPE as an asset class with long-term investors and 
investment consultants as long-term return data are an important input into asset allocation models. 
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is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison 
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not regulated by 
the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
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from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of 
Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is issued in Australia by Edison Aus 
and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States by Edison US to major US institutional 
investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition of investment adviser under Section 
202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our 
readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever 
as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a 
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clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). It is not intended for retail clients. This is not a solicitation or inducement to buy, sell, subscribe, 
or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any securities 
mentioned or in the topic of this document. A marketing communication under FCA rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of 
investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
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and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
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