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Private equity has always had a few portfolio companies that refused to leave the party. Today, however, the 
industry appears to be hosting an entire zombie convention. The occasional underperformer has given way to 
a growing pool of aging assets that remain operational and solvent but increasingly difficult to exit. According 
to PitchBook, more than one-third of U.S. private equity-backed companies have been held for over five years, 
with hold periods for thousands now exceeding the traditional exit window. The causes of this trend are not 
mysterious. In hindsight, the industry may have committed the cardinal sin of every market cycle: mistaking 
favorable conditions for permanent conditions. Between 2020 and 2021, sponsors acquired businesses amid 
an environment of near-zero interest rates, abundant leverage, and valuation multiples that appeared destined 
to move only upward. That said, when rates rose and multiples compressed in 2022, two of private equity’s 
favorite value drivers, cheap debt and multiple expansion, suddenly disappeared. The result was a cohort of 
companies purchased at EBITDA multiples of 12x or greater that now struggle to justify valuations of 10x or 
less. 

These “zombie companies” tend to share a similar profile. Specifically, they tend to be older assets with 
extended hold periods, elevated leverage, slowing earnings growth, and limited buyer interest. Further, many 

The percentage of private equity assets that have been held for more than seven years has 
reached a high not seen in roughly a decade
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have not completed a refinancing, recapitalization, add-on acquisition, or meaningful transaction in years. 
It is important to note that zombie companies tend not to be bankrupt. In fact, that is part of the problem. 
Thanks to covenant-lite loans, amend-and-extend transactions, and payment-in-kind interest, companies 
can survive almost indefinitely without truly improving. In short, these businesses are less “walking dead” 
and more “comfortably numb.” 

For limited partners, the implications of this dynamic are becoming increasingly difficult to ignore. From 
a liquidity standpoint, DPI (a key performance metric in private equity that measures the cash returned to 
investors relative to the capital they invested) has lagged historical norms in recent time (particularly for 
2018-2022 vintages), while TVPI (a metric that measures a private equity fund’s total return compared to 
the actual money investors have paid in) has remained stubbornly stable. In plain English, paper value is 
not turning into cash for private equity investors. Indeed, limited partners expected distributions but have 
instead received an education on quarterly valuations and continuation vehicles. More subtly, zombies 
threaten one of private equity’s defining advantages: efficient capital recycling. As managers spend more 
time extending maturities and defending marks (rather than sourcing exits), capital cannot be redeployed 
into new opportunities. Continuation vehicles, while often legitimate solutions to liquidity challenges, 
increasingly risk looking less like a value-creation tool and more like the industry’s version of moving 
leftovers into a different container. 

The good news for limited partners is that the rise of zombie companies appears to be a growth inhibitor 
for the asset class rather than a systemic crisis, and it is important to remember that most private equity 
funds are designed to absorb precisely this kind of stress. The bad news is that patience, once considered 
a virtue, may now be considered a holding strategy. As the living learn, the dead rarely disappear on their 
own.
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