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Abstract

The following aims to train a range of supervised machine learning models to predict the probability
of a private equity (PE) fund exceeding a public market equivalent (PME) measure of 1 based on the
information the PE investor would have at the time of fundraising. Past literature has studied a range
of factors that appear to drive the performance of PE funds such as targeted fund size, management
experience, fund specialization level, state of the industry, and the overall economy. The article
investigates the predictive power of these factors. The models are based on a sample of 1,233 Buyout
(BO) funds and 689 are Venture Capital (VC) funds sourced from Preqin. The results suggest some
degree of predictability in VC funds with the top performing models reaching an out of sample
accuracy score of 75% vs a base rate of 70%. For BO funds, the results are less promising with the
top models only reaching an out of sample accuracy score of 60%, while failing to surpass the base
rate of 61%. Overall, complex machine learning models, such as boosted decision tree-based
algorithms and feedforward neural networks, fail to consistently outperform simpler models in both
fund categories, which can be attributed to the limited sample size. Many macroeconomic and fund-
specific in the variables analysis look to be valuable performance indicators for both the categories
of funds. The impact is more profound and statistically significant for VC funds, especially in the case

of macroeconomic factors.
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