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A new round of products bundling multiple private equity funds into single vehicles is rolling into the 

independent advisor market, as managers and platforms alike continue searching for ways to 

make the asset class more accessible to individual investors. 

The newer products build on the longstanding fund of funds model that packages multiple funds 

into a single vehicle, but which has fallen into disfavor among advisors. These approaches – most 

recently from players as varied as Hatteras Funds, Adams Street Partners, and iCapital 

Network – are adapting the structure to solve for its common hitches, such as high fees, overly 

broad fund lineups, and private equity’s clunky transactional burdens. 

 

What remains unclear is the level of advisor appetite for multi-fund structures after wider 

distribution in recent years of feeder vehicles largely designed to streamline investment into a 

single underlying private equity fund. 

Hatteras is aiming at the independent channel in particular with a new effort it has developed with 

Adams Street, an experienced institutional private equity fund of funds and advisory firm that has 

had little exposure in the financial advisor marketplace. The new custom-built strategy, Adams 

Street’s first subadvisory mandate, follows its standard investment model, though the vehicle adds 

features designed to smooth the private equity investing process for individuals, says Michael 

Hennen, head of investment management and portfolio manager at Hatteras. 

“From an individual investor perspective, how do you go about building [a private equity structure] 

that reaches the target allocation, gets diversification, and keeps it over time?” he says. “Our goal 

is to have that and then help manage [matters such as] commitments, capital calls, and 

distributions.” 

Hatteras has envisioned this approach for some time, with an eye toward developing strategies 

that can offer targeted exposure to segments such as private equity, private credit, real estate, and 

real assets, Hennen says. It chose to tackle private equity first, and took about a year of due 

diligence to select Adams Street as its partner, he says. 

The strategy will be for “qualified” investors, generally requiring $5 million in assets among other 

criteria, even though Hatteras has had other products over the years aimed at broader swaths of 
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advisor books, including alternative mutual funds and registered funds for “accredited” clients with 

at least $1 million in assets. 

Hatteras has had several registered alternative funds in the market, including a blended private 

equity and hedge fund product subadvised since 2004 by Morgan Creek Capital Management. 

That Hatteras strategy – which has about $684 million in assets, down from a peak of $1.4 billion 

around 2010 – is modeled on Morgan Creek’s Endowment Fund, which grew to more than $4.5 

billion but faced a difficult wave of redemptions in 2012. 

The offerings from iCapital largely build off of its existing platform, which allows individuals and 

advisors to invest directly into private equity funds at lower minimums through feeder structures. 

Beyond plugging into stand-alone private equity funds, the platform is allowing investors to commit 

into a single feeder that sends capital to several funds – usually four to five – within a particular 

vintage year, says Lawrence Calcano, CEO at iCapital. 

The multi-manager approach charges an administrative fee for the feeder structure, but not the 

management and performance fees that are typical for funds of funds, resulting in a lower net cost 

to the investor, Calcano says. Also, unlike a classic fund of funds that may have 20 or more 

underlying strategies, the iCapital model seeks a more concentrated number of funds, he says. 

“And it’s not a blind pool for investors – they know exactly what managers they’re getting,” he says. 

The platform has run several multi-manager feeder vehicles already, with three active today and 

more in the plans, as well as another four that were custom-built for particular advisors or wealth 

management firms, Calcano says. It also is looking at options in 2017 to build out new registered 

private equity funds aimed at accredited investors, he says. 

The newer approaches should appeal to advisors who haven’t yet added private equity to client 

portfolios or whose clients are seeking more diverse exposures than they can get through single 

funds, says Scott Welch, CIO at Dynasty Financial Partners, a network of high-end independent 

advisors that last year signed on to use iCapital. 

“We’ve seen a lot of traction in those kinds of vehicles… for clients that can handle illiquidity,” 

Welch says. “About half of the clients who are interested have not been in private investments prior 

to this.” 

Building out private equity exposure for clients through commitments to single funds can be 

challenging, because of the risk at times of over-concentration in a portfolio, says Seth Katz, 

partner and head of investments at Summit Trail Advisors, a $3 billion independent advisor that is 

part of the Dynasty network. Using a multi-manager approach to achieve diversity in the allocation 

can be attractive, but Summit Trail’s main concerns would be avoiding added fees and keeping 

control of the fund selection process, he says. 
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“When you go with someone else’s curated list, they did the work and deserve to be 

compensated,” he says. “We want to see if we can develop diversified portfolios for our clients that 

we curate ourselves.” 

Summit Trail may look at partnering with technology firms that can custom build such product 

structures for it, Katz says. 

Single fund feeder structures remain the preference for most advisors at Merrill Lynch that have 

client dollars in private equity, says John Leale, head of private equity and real assets product 

origination at the wirehouse. There may be some appetite to use multi-fund structures alongside 

single feeders in a core-satellite model, he says. 

So far, Merrill advisors have tended to use that approach by tapping multi-fund structures from 

large managers with a range of private fund specialties, he says. Blackstone Group and Carlyle 

Group are among private equity managers that have built such vehicles. 

The larger trend has been away from costlier structures such as funds of funds, Leale says. For 

newer structures to gain traction, they must address that issue, he adds. 

“It really depends on how the fees are structured,” he says. “Clients and [advisors] tend to be fee-

sensitive.” 

Cost will matter even for the future of the feeder business, says Katz, whose ultra-wealthy clients 

often invest directly in private equity funds to avoid added fees. “As you build feeders, there are 

additional administration fees,” he says. “Nothing comes for free.” 
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