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Capital Dynamics* invests in private equity and clean energy infrastructure 

 

 Delivering to 1,000+ clients and  

investors in 26 countries through one  

fully integrated investment  

platform 

 

 20+ years of experience held  

by senior investment  

professionals1 

 

 USD 19 billion AUM/AUA2 
 

 

 Operating from 14 offices  around the globe 

 

 Direct, secondary and  fund of funds, separate 

accounts and structured products 

 

 Signatory since 2008  

 

Seoul 

Shanghai* 

Beijing* 

* Capital Dynamics comprises Capital Dynamics Holding AG and its affiliates. Capital Dynamics China is a legally separate company operating under a strategic cooperation with Capital Dynamics. 

(1) Average years of experience held by Capital Dynamics’ 20 most-senior investment professionals.  

(2) AUM/AUA, as of September 30, 2013, include assets under discretionary management, advisement (non-discretionary), and administration across all Capital Dynamics affiliates. Investments are 

primarily on behalf of funds managed by Capital Dynamics. 
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The total expense ratio is the relation between fees and NAV 
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𝑇𝐸𝑅 % =  
𝑀𝑎𝑛𝑎𝑔𝑒𝑚𝑒𝑛𝑡 𝐹𝑒𝑒𝑠 + 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠 + 𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑓𝑒𝑒𝑠

𝑁𝑒𝑡 𝐴𝑠𝑠𝑒𝑡 𝑉𝑎𝑙𝑢𝑒
 𝑥 100 
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For private equity, the TER is an unstable measure 
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TER values are high when the  

net asset value is small 
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minimal when the  

net asset value is 

maximal 

TER is 

incomputable when 
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is zero 

Performance fees 

can lead to high 

TER values 
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LTER solves this issue1 
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𝑇𝐸𝑅 % =  
𝑀𝑎𝑛𝑎𝑔𝑒𝑚𝑒𝑛𝑡 𝐹𝑒𝑒𝑠 + 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠 + 𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑓𝑒𝑒𝑠

𝑁𝑒𝑡 𝐴𝑠𝑠𝑒𝑡 𝑉𝑎𝑙𝑢𝑒
 𝑥 100 

Do not base the computation on  

net asset values 

Take into account all the fees i.e. look 

at the total period 

 

𝐿𝑇𝐸𝑅 % =  
 (𝑀𝑎𝑛𝑎𝑔𝑒𝑚𝑒𝑛𝑡 𝐹𝑒𝑒𝑠 + 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠 + 𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑓𝑒𝑒𝑠𝑙𝑖𝑓𝑒𝑡𝑖𝑚𝑒 )

 𝐷𝑖𝑠𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛𝑠𝑙𝑖𝑓𝑒𝑡𝑖𝑚𝑒  × (# 𝑦𝑒𝑎𝑟𝑠)
 ×  100 

• Using the distributed capital as denominator will allow comparing private equity to other assets 

based on the performance the investor gets 

• The LTER can be estimated relatively accurately by using models based on performance 

hypotheses and fund’s term sheet 

The net asset value evolves 

 

The fees paid by the investor also change 

 

1) LTER is not intended to replace the TER measure. LTER provides additional information to investors as comparability to other asset classes and global fees overview. 
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Example 

Confidential 6 

𝐿𝑇𝐸𝑅 =  
14 + 1.2 + 19.7

246.5 − 19.7  × 12
 ×  10 = 𝟏. 𝟐𝟖% 𝐿𝑇𝐸𝑅 =  

26.7

197.2 × 12
 ×  10 = 𝟏. 𝟏𝟑% 

Private equity fund 

Year 
Capital 

Calls 

Gross 

Distr. 

Net Asset 

Value 
Mgmt. Fees Expenses Perf. Fees 

1 -33.3 0.0 26.0 1.9 0.1 0.0 

2 -33.3 0.0 65.7 1.9 0.1 0.0 

3 -33.3 0.0 111.9 1.9 0.1 0.0 

4 0.0 0.0 132.5 1.9 0.1 0.0 

5 0.0 33.8 122.7 1.9 0.1 0.0 

6 0.0 33.8 110.2 0.9 0.1 0.0 

7 0.0 33.8 95.7 0.9 0.1 0.0 

8 0.0 33.8 78.8 0.9 0.1 0.0 

9 0.0 33.8 59.1 0.9 0.1 4.2 

10 0.0 33.8 36.2 0.9 0.1 8.9 

11 0.0 33.8 8.5 0.0 0.1 5.1 

12 0.0 10.0 0.0 0.0 0.1 1.5 

  -100.0 246.5   14.0 1.2 19.7 

Public equity fund 

Year 
Net Asset 

Value 
TER Fees Net return 

Gross 

return 

1 107.3 1.5% 1.6 5.80% 7.30% 

2 113.4 1.5% 1.7 5.80% 7.30% 

3 119.9 1.5% 1.8 5.80% 7.30% 

4 126.7 1.5% 1.9 5.80% 7.30% 

5 133.9 1.5% 2.0 5.80% 7.30% 

6 141.5 1.5% 2.1 5.80% 7.30% 

7 149.6 1.5% 2.2 5.80% 7.30% 

8 158.1 1.5% 2.4 5.80% 7.30% 

9 167.1 1.5% 2.5 5.80% 7.30% 

10 176.6 1.5% 2.6 5.80% 7.30% 

11 186.6 1.5% 2.8 5.80% 7.30% 

12 197.2 1.5% 3.0 5.80% 7.30% 

      26.7     

𝑇𝑉𝑃𝐼 =  
246.5 − 19.7

100 + 1.2 + 14
 = 𝟏. 𝟗𝟕 𝑇𝑉𝑃𝐼 =  

197.2

100
 = 𝟏. 𝟗𝟕 

• At a comparable multiple, the lifetime total expense ratio of private equity is very close to the LTER 

of an average mutual fund. 

 

Source: Capital Dynamics  
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Private equity is “expensive” only if it performs well 
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In bad market environments, the private 

equity fees scheme is more favorable 

to the investor. 

In average market 

conditions, the fee 

levels are comparable. 
When the performance 

gets higher, the 

performance fees lead to 

a higher LTER for private 

equity. 

Source: Capital Dynamics  
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Dr. Philippe Jost, Vice President 

Capital Dynamics AG 

Bahnhofstrasse 22  

6301 Zug 

Switzerland  

 

Phone: +41 41 748 8482 

Mobile: +41 79 572 6051 

Email: pjost@capdyn.com 
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For further information, please contact: 

www.capdyn.com 

London 

New York 

Zug 

Beijing* 

Tokyo 

Hong Kong 

Silicon Valley 

Sao Paulo 

Munich 

Birmingham 

Seoul 

Brisbane 

Shanghai* 

Scottsdale 

* Capital Dynamics China is a legally separate company operating under a strategic cooperation with the Capital Dynamics group.  
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Capital Dynamics worldwide 

London         
Capital Dynamics, Ltd. 

21 Sackville Street 

London W1S 3DN 

United Kingdom 

 

 

 

Phone: +44 207 297 0200 

Fax: +44 207 297 0299 

Birmingham         
Capital Dynamics, Ltd.  

(Main UK office)  

9 Colmore Row 

Birmingham  B3 2BJ 

United Kingdom 

 

 

Phone: +44 121 200 8800 

Fax: +44 121 200 8899 

New York 
Capital Dynamics, Inc. / 

Capital Dynamics Broker  

Dealer (Main US office) 

645 Madison Avenue 

19th Floor,  

New York, NY 10022 – USA 

 

Phone: +1 212 798 3400 

Fax: +1 212 798 3499 

Brisbane     
Capital Dynamics, Ltd. 

Suite 2.03 

15-21 Via Roma 

Isle of Capri 4217 QLD 

Australia 

 

 

Phone: +61 7 5592 6669 

Fax: +61 7 5531 5172 

Hong Kong 
Capital Dynamics, HK Ltd. 

16/F Nexxus Building 

41 Connaught Road  

Central Hong Kong 

 

 

 

Phone: +852 3757 9818 

Fax: +852 3757 9401 

Munich        
Capital Dynamics, GmbH 

Possartstrasse 13 

81679 Munich 

Germany 

 

 

 

Phone: +49 89 2000 418-0 

Fax: +49 89 2000 418-99 

Silicon Valley 
Capital Dynamics, Inc./ 

Capital Dynamics Broker  Dealer 

2550 Sand Hill Road 

Suite 150  

Menlo Park, CA 94025  

USA 

 

Phone: +1 650 388 7000  

Fax: +1 650 388 7099 

Zug         
Capital Dynamics AG 

Bahnhofstrasse 22 

6301 Zug 

Switzerland 

 

 

 

Phone: +41 41 748 8444 

Fax: +41 41 748 8440 

Beijing 
Capital Dynamics China1 

Room 806, Tower E3 

Oriental Plaza 

1 East Chang An Avenue 

Dongcheng District 

Beijing 100738, China 

 

Phone: +86 10 8518 5701 

Fax: +86 10 8518 5701-100 

  

Sao Paulo  
Capital Dynamics  

Investimentos, Ltda. 

Rua das Olimpiadas 

205 conj.41 – 4º floor 

São Paulo – SP 

04551-000 Brazil 

 

Phone: :+55 11 3728-9289 

Seoul 
Capital Dynamics (Hong Kong 

Limited), Korea Office 

Kyobo Securities Building,  

Yoido-dong 97 Uisadang-daero 

Yeongdeungpo-go, Seoul 

 

 

Phone: +82 2 6336 6724   

Fax: +82 2 6336 6710 

Tokyo  
Capital Dynamics Co., Ltd. 

Office 9, Shin-Marunouchi Building 

10F, 1-5-1 Marunouchi  

Chiyoda-ku 

Tokyo 100-6510 

Japan  

 

Phone: +81 3 3287 7370 

Fax: +81 3 3287 7371  

(1) Capital Dynamics China is a legally separate company operating under a strategic cooperation with the Capital Dynamics group. 

Shanghai 
Capital Dynamics China1 

Room 20101 

Level 20 The Centre 

989 ChangLe Road 

Shanghai 200031 

China  

 

Phone: +86 21 5117 5818  

Fax: +86 21 5116 6899  
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Disclaimer 
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This document contains information that has been provided by a number of sources not affiliated with Capital Dynamics. This document contains performance information which has been 

prepared by Investment Management professionals at Capital Dynamics. “Capital Dynamics” comprises Capital Dynamics Holding AG and its affiliates. Capital Dynamics has not verified the 

information provided. Nothing contained herein shall constitute any representation or warranty and no responsibility or liability is accepted by Capital Dynamics as to the accuracy or 

completeness of any information supplied herein. This document contains past performance and projected performance information and it must be noted that past performance and projected 

performance is not a reliable indicator of future results. This document does not constitute an offer to sell or a solicitation of an offer to purchase any securities of any kind in Capital Dynamics, 

including any of its funds. Any such offer or solicitation shall be made pursuant to a private placement memorandum furnished by Capital Dynamics. This document shall not, nor the fact of its 

distribution, form the basis for, or be relied upon in connection with, any contract.   Before relying on this information in any way, Capital Dynamics advises the recipient of this information (the 

“Recipient”) to perform independent verification of the data and conduct his or her own analysis hereto with appropriate advisors. Statements contained in this document may include 

statements of future expectations and other forward-looking statements. Any projections or other estimates in these materials are based upon certain assumptions. Case studies included 

herein, if any, are for illustrative purposes only, do not necessarily represent any portfolio's performance, and should not be used for the purpose of making an investment decision without the 

addition of other relevant information, including, but not limited to, a current placement memorandum. Actual events may differ materially from those assumed, which may have a material 

impact on any projections or estimates provided herein. In addition, certain assumptions may have been made to simplify the document and/ or calculation of projections or estimates. Capital 

Dynamics does not purport that any such assumptions will reflect actual future events, and reserves the right to change its assumptions without notice to the Recipient. The information 

contained herein may contain general, summary discussions of certain tax, regulatory, accounting and/ or legal issues. Any such discussions and issues may be generic and may not be 

applicable to or complete for the Recipient. Capital Dynamics does not offer investment, tax, regulatory, accounting or legal advice and this document should not and cannot be relied upon as 

such. Prior to entering into any proposed transaction or agreeing to proposals made herein, the Recipient should determine, in consultation with the Recipient’s own legal, tax, regulatory and 

accounting advisors, the economic risks and merits of any action, as well as the legal, tax, regulatory and accounting consequences of such action.  When considering alternative investments, 

such as private equity funds, the Recipient  should consider various risks including the fact that some funds may use leverage and engage in a substantial degree of speculation that may 

increase the risk of investment loss, can be illiquid, are not required by law to provide periodic pricing or valuation information to investors, may involve complex tax structures and delays in 

distributing important tax information, are not subject to the same regulatory requirements as mutual funds, often charge high fees, and in many cases the underlying investments are not 

transparent and are known only to the investment manager. This document is for informational purposes only, is confidential and may not be reproduced in whole or in part (whether in 

electronic or hard-copy form). 

Material notes to investors based in Switzerland: Material is presented to investors by Capital Dynamics AG. Capital Dynamics AG is registered with the US SEC. It does not constitute a 

public offering or distribution within the meaning of the Swiss Act on Collective Investment Schemes or the Swiss Code of obligations, respectively. It is addressed to a limited group of 

qualified investors. Any recipient not addressed by Capital Dynamics AG should return this presentation to Capital Dynamics AG, Bahnhofstrasse 22, 6301 Zug, Switzerland and contact 

Capital Dynamics AG as soon as possible (t. +41 41 748 84 44). 
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