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Equity markets are changing, and are 
becoming an increasingly important source of 
returns for the LGPS as they do so. Businesses 
are staying private for longer and creating 
trillions of dollars of value which is no longer 
being captured by public equity investors. 

Traditionally entrepreneurs would raise 
start-up funds from family and friends, before 
graduating to early-stage investors and, a 
few years later, arrive at IPO. Amazon was 
founded in 1994 and listed three years later 
at a $400m valuation. Google launched in 

1998 and IPO’d six years later at $23bn. For 
Facebook it was 2004, eight years and $104bn. 
But now? Spotify took 12 years to list while 
Bytedance, Ant Financial and SpaceX remain 
private despite each being worth over $100bn. 

This is because technology has allowed 
companies to scale rapidly, using much 
less capital. Capex has become opex as 
firms outsource manufacturing to Alibaba, 
advertising to Google, online services to 
Shopify, payments to Adyen and computing 
power to AWS. 

Regulation also matters. IPOs have become 
stricter and more expensive and other laws 
have made staying private more attractive. 
Plentiful capital in private markets helps. 

But on top of this, going public with the 
symbolic ringing of the bell at the Stock 
Exchange is no longer viewed as the ultimate 
measure of success. 

Why would any founder of a late-stage 
growth business want to list in current 
circumstances, replacing a group of 
supportive early backers with a range of 
new shareholders with differing timeframes 
and expectations. Recent market turmoil will 
surely dissuade founders from throwing their 
life’s work into that maelstrom. The trend for 
staying private longer will endure and private 
equity will remain King.

Some of the most innovative, disruptive, 
and fast-growing businesses remain private 
and accessing these will boost LGPS returns. 
Wise, Stripe, Affirm and Chime are eating into 
the profits of the established banks and credit 
firms. FlixMobility, Nuro, Wayve and Convoy 
are disrupting transport and logistics in very 
different ways. SpaceX is transforming satellite 
launches and will compete with internet 
providers through its Starlink business. 
PsiQuantum develops scalable computers 
that may be able to solve challenges way 
beyond the most powerful of today’s classical 
machines. 

Private companies are also some of the 
most impactful with climate issues at the 
heart of their mission. Northvolt and Redwood 
Materials in car batteries, Solugen in synthetic 
biology, Upside Food’s cultured meat and 
Climeworks’ carbon capture and removal 
technology are all directly addressing some of 
the world’s most pressing challenges. 

One challenge for the LGPS is how to access 
these opportunities, and how to identify those 
managers which can do so. 

A key difference between public and private 
markets is that public markets investors 
choose which companies to invest in, while in 
the private world it is the other way around. 
Founders choose their shareholders. So, who 
do they choose? At early stages it is those who 

can help with advice, making introductions 
and helping them as they scale from concept 
to a corporation. Later they need patient 
capital, possibly over several funding rounds, 
and help to get “match fit” for a successful 
IPO. Investors such as Baillie Gifford can also 
be there to support them at greater scale once 
public.

A long-term mindset with structures to 
match aligns the timeframes of founders with 
that of the LGPS. This will support exciting 
and important private companies, generating 
returns to make LGPS pensions affordable and 
sustainable, and also shape our futures and 
address the challenges that society faces now 
and in years to come.

Is Private Equity still the 
King of private markets? 

Baillie Gifford has over 100 years of global 
investment experience and over 30 years 
serving LGPS clients. Our primary goal 
is to add value over the long term – we 
achieve this through a single focus on 
active management. This means that our 
priorities are aligned with those of our 
clients as we commit to improving LGPS 
member outcomes through long-term 
sustainable investments. 
We are long-term investors, not 
speculators. Our investment philosophy 
focuses on growth while our universe 
is global. Accordingly, we believe that 
fundamental analysis and proprietary 
research are core to a successful, long-
term, bottom-up investment approach. 
From our head office in Edinburgh we are 
able to harness this intellectually curious 
and rigorous approach – where the sharing 
of ideas and robust debate between 
our investment teams are central to our 
investment process.
The result is a successful business that 
continues to grow organically. We now 
manage and advise over £330bn in 
specialist equity, fixed income and multi-
asset portfolios for a global client base.


