
CLOSED -END VS. EVERGREEN FUNDS

Explaining Private Asset Returns: 
Why Similar Investments Can Lead 
to Different Client Outcomes

Structure Is the Starting Point—It Determines  
How Money Is Invested and Returned.
Closed-end and evergreen structures represent two 
distinct capital paths: one based on finite deployment  
and realization, the other on continuous investment  
and reinvestment. These differences shape how  
money is invested, returned and grows over time. 

Closed-end and evergreen 
funds can invest in similar 
assets—but how and when 
investors receive returns 
can look very different. 
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Closed-End vs. Evergreen Private Equity: Life Cycle and Return Lens 

Closed-end structures follow a defined investment and exit cycle, while evergreen 
structures maintain continuous exposure with periodic liquidity, subject to fund terms.

Closed-End (Drawdown) Fund

•	 Capital called over time

•	 Finite life; realized via exits

•	 Distributions return capital 

•	 Results depend heavily on  
when investments are realized

•	 Return lens: Internal rate  
of return (IRR)

Evergreen (Perpetual) Fund

•	 Capital invested continuously

•	 Indefinite life; periodic liquidity

•	 Proceeds reinvested 

•	 Results build over time  
through reinvestment

•	 Return lens: Total return 
(time-weighted return or “TWR”)

FINITE LIFE CYCLE  |   REALIZATION FOCUS
H I G H E R 
L I Q U I D I T Y

CONTINUOUS LIFE CYCLE  |   COMPOUNDING FOCUS
LO W E R 

L I Q U I D I T Y

Capital Flows in Practice
The examples below show how money is invested, returned and reinvested over time. 

For illustrative purposes only.

Key Takeaway
Private funds can be structured as finite or evergreen, shaping liquidity, return dynamics  
and how investors experience the investment over time.

Capital flow showing staged 
deployment and realization  
through exits.

Capital flow showing continuous 
investment, reinvestment and 
periodic liquidity.

Fundraising

Invested capital

COM M IT TE D CAPITAL

LOC KU P PE RIOD

E XISTING PORTFOLIO

Investing Harvesting

Distributions

TE R M INATION DATE 
(7-10+ YE ARS)

E VE RG R E E N (NO 
TE R M INATION DATE)

OPEN TO REDEMPTION  
REQUESTS 

Finite-life drawdown

Evergreen fully funded 
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Use the Right Method to Measure Returns 
Different structures require different ways of measuring performance. Private asset returns can be viewed  
through two distinct lenses, designed to answer different questions:

•	 IRR measures the return investors earn, based on when they invest and when they receive cash back.

•	 TWR measures how the investments perform, unaffected by when money is added or withdrawn.

Each works for a different purpose. Neither is universally “right.” 

In Summary
Structure determines how money is invested and 
returned. That determines how performance should  
be measured. And that shapes the outcome.

Key Takeaway
Using the right method to measure returns leads  
to better comparisons, clearer communication  
and better alignment with investment goals.

Category Internal Rate of Return (IRR) Time-Weighted Return (TWR) 

Definition
Annualized return that incorporates  
the timing and size of investor  
cash flows.

Return measure that isolates asset 
performance by removing the impact  
of investor cash flows.

Primary Question 
Answered

How efficiently was capital deployed  
and returned over time?

How did the asset or portfolio perform  
over time?

Cash-Flow 
Treatment

Explicitly includes capital calls  
and distributions; timing materially  
affects results.

Neutralizes external cash flows; assumes 
continuous investment.

Most  
Applicable to

Closed-end, drawdown private  
equity funds with finite lives.

Evergreen or open-end structures with ongoing 
subscriptions and reinvestment.

Advantages
Reflects the investor’s realized  
capital experience and exit timing.

Enables cleaner performance comparison 
across periods and market conditions. 

Limitations
Can be influenced by early exits  
or short holding periods.

Does not reflect liquidity timing or the  
capital-return experience.
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Important Disclosures 
The information contained herein is for educational and informational purposes only and does not constitute, and should not be 
construed as, an offer to sell, or a solicitation of an offer to buy, any securities or related financial instruments. This material discusses 
broad market, industry or sector trends, or other general economic or market conditions, and is being provided on a confidential basis.

It is not intended to provide an overview of the terms applicable to any products sponsored by Brookfield Corporation and its affiliates 
(together, “Brookfield”). Information and views are subject to change without notice. Some of the information provided herein has 
been prepared based on Brookfield’s internal research, and certain information is based on various assumptions made by Brookfield, 
any of which may prove to be incorrect. Brookfield may not have verified (and disclaims any obligation to verify) the accuracy or 
completeness of any information included herein, including information that has been provided by third parties, and you cannot rely  
on Brookfield as having verified any of the information. The information provided herein reflects Brookfield’s perspectives and beliefs 
as of the date of this material.

The opinions expressed herein are the current opinions of Brookfield, including its subsidiaries and affiliates, and are subject to  
change without notice. Brookfield, including its subsidiaries and affiliates, assumes no responsibility to update such information  
or to notify clients of any changes. Any outlooks, forecasts or portfolio weightings presented herein are as of the date appearing  
on this material only and are also subject to change without notice. Past performance is not indicative of future performance,  
and the value of investments and the income derived from those investments can fluctuate.

A Word About Risk
All investing involves risk. The value of an investment will fluctuate over time, and an investor may gain or lose money,  
or the entire investment. Past performance is no guarantee of future results.

Alternative investments are complex, speculative investment vehicles and are not suitable for all investors. An investment  
in an alternative investment entails a high degree of risk, and no assurance can be given that any alternative investment  
fund’s investment objectives will be achieved or that investors will receive a return of their capital. Investors could lose  
all or a substantial amount of their investment.

Forward-Looking Statements 
The information herein contains, includes or is based on forward-looking statements within the meaning of federal securities 
laws, specifically Section 21E of the Securities Exchange Act of 1934, as amended, and Canadian securities laws. Forward-looking 
statements include all statements, other than statements of historical fact, that address future activities, events or developments, 
including, without limitation, business or investment strategy or measures to implement strategy, competitive strengths, goals, 
expansion and growth of our business, plans, prospects and references to our future success. You can identify these statements  
by the fact that they do not relate strictly to historical or current facts. Words such as “anticipate,” “estimate,” “expect,” “project,” 
“intend,” “plan,” “believe” and other similar words are intended to identify these forward-looking statements. Forward-looking 
statements can be affected by inaccurate assumptions or by known or unknown risks and uncertainties. Many such factors will  
be important in determining our actual future results or outcomes. Consequently, no forward-looking statement can be guaranteed. 
Our actual results or outcomes may vary materially. Given these uncertainties, you should not place undue reliance on these 
forward-looking statements. 
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