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This is a redaction of a 182-page report published on October 21, 2025. Please reach out to your BofA 

Securities representative or Merrill Global Wealth Management financial advisor for more information. 

Tectonic transformation: the world is going private 
When it comes to efficient allocation of capital throughout an economy, it would initially 
appear that public companies are more attractive than private, as they provide audited 
financials and information on operations. The investments are also liquid, low-fee and 
available to everyone. And yet, private companies are also transforming the world. If 
private capital assets under management were a country, it would be the world’s 
second-largest economy.  

Private investments: the world’s second-largest economy 
Since 2000, the number of US-listed companies has halved to over 4,000, while the 
number of private venture capital-backed companies has risen 25x. Total private capital 
assets grew to $22tn in 2024, more than doubling since 2012. Companies are also 
turning or remaining private. Today, startups are staying private for an average of 16 
years after being founded, taking 33% longer to go public than just a decade ago. 

Better returns, control and lower costs vs. governance  
Public markets offer key advantages like transparency, governance and liquidity, while 
the opacity of private companies and lack of periodic reporting could create greater 
financial and governance risks. We are not recommending private companies, but rather 
highlighting the pro and cons that led to the growth and outperformance of this asset 
class, as well as its risks. Over a 10-year time horizon, private equity has outperformed 
the S&P 500 by 6pp every year on average. Remaining private could avoid the potentially 
higher costs and regulations associated with being public. In the time spent on financial 
regulation paperwork every year, 12 Great Pyramids of Giza could be built. 

Tech arms race: public market’s never been so dependent 
The innovation behind the world’s most transformative private companies impacts not 
only their respective ecosystems but also the global economy. The access to technology 
is crucial for growth and the public market is racing to own it. 

Private collection: meet the companies changing the world 
The 120 largest Thematic unicorns have a total valuation of $3tn, as large as the market 
cap of Germany. The Private Magnificent-7’s recent combined valuation reached $1.4tn, 
almost 5x higher vs. 2023. We’ve reviewed 16 of them across different industries that 
are transforming the world, with a combined valuation of $1.5tn, >1% of global GDP. 
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Did you know? 

• Almost 90% of US and Asia companies with >US$100mn in revenue are 
private…1 

• …for Europe, it’s 96%2 

• The number of US publicly traded companies has decreased by almost 50% 
since 1996, while the number of VC-backed private companies has increased 
25x over the past 25 years3 

• Today, startups are going public an average of 16 years after being founded, 
4 years later than just a decade ago4 

• In 1999, the median age of US IPOs was 5Y. In 2022, it was 8Y, and today it 
has risen to 14Y5 

• We could build 12 Great Pyramids of Giza in the total time spent on financial 
regulation paperwork every year (425 mn hours)7 

• The average FTSE 100 annual report is now 147,000 words long – that’s 
almost 2x JK Rowling’s Harry Potter and the Philosopher’s Stone8 

• Total compliance costs are 4.1% of market cap for a median US public 
company9 

• 40% of VC money this year was invested in 10 startups11 

• Just 0.07% of startups are unicorns. The chances of founding a unicorn are 
250x smaller than getting into the University of Cambridge12 

• AI companies represent 40% of the top 50 most valuable private 
companies…13 

• …while the US and China account for 86% of the list14 

Sources: 1S&P Capital IQ, Apollo Chief Economist, iCapital, Hamilton Lane, Advisorpedia; 2S&P Capital IQ, 
Apollo Chief Economist, iCapital, Hamilton Lane, Advisorpedia; 3Pitchbook, World Bank, Visual Capitalist; 
4CBInsights; 5Ritter; 6Preqin, ScrapeHero; 7Bloomberg, Press reports, The Economist, Vox BofA Global Research; 
8Quoted Companies Alliance, BofA Global Research; 9Ewens et al; 10CBInsights. As of 19 August 2025; 
11PitchBook; 12Aileen Lee – TechCrunch article, BofA Global Research based on University of Cambridge 
Undergraduate Admission Statistics 2024; 13CBInsights, data as of 9 September 2025; 14CBInsights, data as of 
9 September 2025; 15CBInsights; 16BofA Global Research 
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Executive summary 

• A unicorn is a privately held startup with a valuation of at least $1bn. The 
term was coined by venture capitalist Aileen Lee in a 2013 TechCrunch 
article, ‘Welcome to the Unicorn Club’, where she highlighted the rarity of 
such companies.  

• Back then, there were only 39 unicorns globally, but there were over 1,620 
globally in 2025 (as of 13 October 2025), collectively valued at c.$6.6tn, per 
Crunchbase. Currently there are 84 decacorns (private companies valued at 
$10bn or more) and 7 hectocorns (worth at least $100bn). 

• Just 0.07% of venture-backed software startups founded in the 2000s 
reached the $1bn threshold – 1 in every 1,538. As of 13 October 2025, 
$158bn had been raised for unicorns, vs $116bn in all of 2024. 

The rise of private markets 

Private capital AUM has grown >2x in the past 10Y 
Total private markets AUM more than doubled to $22tn in 2024 from $9.7tn in 2012, 
(source: EY, McKinsey). And from 2000 to 2023, private markets AUM grew nearly 20x 
(source: McKinsey). Private capital AUM could keep rising per BCG estimates, with 2023-
28E CAGRs for private equity, private debt and infrastructure AUMs of at least 11%. In 
the US, private markets have grown faster than public markets, c.35x larger in the last 
25Y vs 4x for public markets. As a result, private markets’ share of the overall US market 
has risen from 1% to 8% over 2000-25.  

When it comes to efficient allocation of capital throughout an economy, it would initially 
appear that public companies are more attractive than private, as they offer key 
advantages like transparency, governance and liquidity. However, investors are allocating 
more money to private markets given more attractive returns vs. public markets. As an 
example, over a 10Y time horizon, private equity has outperformed the S&P 500 by 
5.6pp and the Russell 2000 Growth Index by 9.3pp annually. 

Companies are staying private 
Globally, the number of listed companies has declined by 6% to c.3,000 since 2019. The 
US stock market has shed nearly half its companies in the past 25 years, falling from a 
peak of 8,090 in 1996 to 6,917 in 2000 to 4,010 in 2024. In the US, overall IPO activity 
has remained far below the levels of the 1990s, with an average of ~150 deals/year 
since 2000 (introduction of Sarbanes-Oxley) vs. ~500/year in the 1990s. And a US 
company’s age at IPO has also crept up over time, from 6Y in 1980 to 14Y today. In the 
US, the number of PE-backed private companies has increased by 5x over the past 25 
years. 

Why are companies remaining private? 

Higher costs, regulations and disclosures as a public company 
One reason for remaining private is to avoid the potentially higher costs, regulations and 
disclosures as a public company vs private. For a private company that has revenues and 
a deal value range of $100-249mn, the average cost of going public is $6.9-30.5mn 
(source: PwC). The underwriting fees are the largest component at c.4-7% of the gross 
IPO proceeds (source: PwC).  

Companies would also need to comply with regulations such as Sarbanes Oxley (SOX; 
which has compliance requirements like revenue recognition, audit, internal controls, 
record keeping), provide enhanced documentation and have enhanced reporting systems. 
The regulatory costs of being a public company are large, with various disclosures and 
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internal governance rules leading to a total compliance cost of 4.1% of the market cap 
for a median US public company (source: Ewens et al).  

Privacy, entrepreneurship and control considerations 
Private companies, as the name implies, have a higher degree of privacy and are not 
required to disclose financial data, development strategies, and intellectual property to 
the general public and competitors. Hence, they have greater control. They are not 
subject to short-term pressures from public investors who might be focused on quarterly 
earnings. And this can enable them to make long-term strategic decisions, even if they 
involve large investments or short-term risk, i.e., they can invest in R&D and innovation, 
even if this impacts short-term profitability. 

The increasing need for scale 
The average US company has a market cap of $15.5bn (2024) vs. $0.3bn in 1975, almost 
a 60x increase and the broader US listed equity market cap has increased by 88x. In 
addition, the overall US equity market cap is double the size of US GDP, which has been 
driven by rising equity markets and larger companies. This scale can be positive for 
listed companies competing globally, but it can also be a headwind for private 
companies looking to go public against large, listed companies. 

Shorter decision-making process enabling tech advancements 
Technological innovations, e.g. cloud, AI agents, generative AI, are lowering the initial 
setup and operating costs for many (tech) companies. Companies can grow and reach 
higher valuations with less initial capital than before, enabling them to remain private 
and postpone the need to go public. With private companies, the decision-making 
process can be smoother as there isn’t the bureaucracy of large boards of directors, 
committees or shareholder meetings. A 1% increase in private equity investment 
increases the number of USPTO (US Patent and Trademark Office) patents by 0.04-
0.05% (source: Popov and Roosenboom). 

Growing access to private markets 
Private markets were traditionally confined to institutional investors, family offices and 
the ultra-wealthy, and out of reach for the everyday investor. High capital demands and 
illiquidity meant that private markets were not previously part of a retail investor’s 
portfolio. However, recent industry developments e.g. structural innovation and 
regulatory changes could accelerate future retail alternatives (alts) AUM (source: 
Dechert, Norton Rose Fulbright).  

For example, in August 2025, the Trump administration introduced a new order directing 
regulators to expand access to alternative investments in 401(k) plans. And in March 
2025, the Monetary Authority of Singapore (MAS) proposed a Long-Term Investment 
Fund (LIF) Framework to allow retail investors access to private market investments. 
And in the UK, 17 of the workplace pension providers have pledged to invest 10% of 
portfolios in alternatives by 2030. 

Structural innovation expanding access to private markets 
Investment vehicles are typically complex with high minimum commitments and long 
lock-up periods (a window where investors cannot redeem or sell their investments), as 
well as capital calls (formal request by an investment fund to its investors to contribute 
a portion of the capital they have previously agreed to commit) (source: CFA Institute). 

However, some tools can help widen investor access to private markets e.g. evergreen 
funds (open-ended funds that do not have a fixed end date or lock-up period and have 
lower investment minimums), sidecars (one investor allows a second to control how to 
invest the capital; source: Investopedia), feeder funds (investment vehicle which pools 
the capital commitments of investors into a ‘master fund’ that directs and oversees all 
investments held in the master portfolio; source: Mayer Brown) and funds of private 



 

 Thematic Investing | 21 October 2025    5 
 

 

funds (funds that buy shares in private funds; source: Investopedia), which are available 
to retail investors through wealth manager channels (source: Dechart). 

Retail alts AUM growing at 12% CAGR to 2032 vs >9% alts industry growth 
Retail AUM is one of the key growth avenues for private markets in the next decade. 
According to Bain, private wealth AUM in alternatives is expected to grow at a 12% 
CAGR from 2022-32 compared to 8% for institutional AUM, as investors seek 
diversification/low correlation to public equities and higher long-term returns. This is 
above the overall private assets AUM 2023-33 CAGR of 9% (source: Bain). Retail 
investors are under-allocated to alternatives vs other investor types. The private wealth 
channel is only c.2% allocated to alternatives and could move closer to 4% in 2025 
(source: Blackstone, BofA Global Research). Bain expects global alternatives AUM from 
retail to grow from 16% of the total in 2022 or $4tn, to 22% in 2032 or up to $13tn. 

Why does this matter? 

Companies can be disruptive 
In US public markets since 1926, US$55tn in shareholder wealth has been created, but 
just 3% of companies accounted for that entire amount (source: Bessembinder). While 
the data runs only until 2022, we anticipate that the percentage of companies that have 
contributed to the entire net shareholder wealth created since 1926 is now even smaller. 

And the growing impact of disruptive companies can have downstream effects on 
incumbent companies. Using public markets as an example again, roughly a third of the 
S&P 500 has been replaced since 2015 (source: S&P Dow Jones Indices). In 1958, the 
average seven-year rolling lifespan of a company on the S&P 500 was 61 years. By the 
1980s, it had dropped to 30 years, by 2016 it was 24 years, and by 2021 it was 16 years 
(source: McKinsey). If we continue on this road, by 2027, companies could last just 12 
years as they become increasingly disrupted (source: Innosight, S&P 500). 

Private companies can be disruptive too e.g. unicorns, disruptive innovators? 
A unicorn is a privately held startup with a valuation of at least $1bn. Just 0.07% of 
venture-backed software startups founded in the 2000s reached the $1bn threshold 
(source: Aileen Lee) – that’s 1 in every 1,538. Per Antler, unicorn status comes from 
disruptive innovation – companies that change how we think about a sector. This can be 
through bringing a new product to market that gives them an edge or introducing new 
business models e.g. subscription services or gig economy platforms, redefining 
customer expectations or leveraging technology to streamline inefficient processes 
(source: Santander, RobotMascot). 

Important implications for related listed companies and the global economy 
Key developments by private companies are important to understand not only for how 
their products, market position and developments impact their publicly listed peers and 
respective industry ecosystems, but also to understand how their broad technology may 
change the global economy.  

Taking AI as an example, ChatGPT, a LLM (large language model) chatbot that was the 
first to democratise access to generative AI. And since its release in November 2022, 
the world has seen significant developments in AI ranging from more frontier AI models 
to physical AI – humanoid robots, autonomous vehicles and drones. 
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Private capital 101 
What is private capital? 
Private capital refers to assets not available on public markets, such as private equity, 
private credit and real assets where investors receive a share in the company or asset(s) 
(source: Preqin). Private markets’ AUM was US$22tn in 2024, more than doubling since 
2012 (source: McKinsey, EY). 

The types of private assets (source: S&P Global): 
Private equity (PE): investment in privately owned companies or buyouts of public 
companies. PE firms raise investment funds by pooling money from investors and using 
it to buy stakes in private companies (source: S&P Global). There are various types of 
private equity including (source: S&P Global): 

• Funds of funds: a managed pool vehicle that raises capital from investors to invest 
in multiple other private funds 

• Growth equity: investments in more established and more mature companies 
seeking to grow to a new stage 

• Leveraged buyouts (LBOs): existing investors cash out and the purchasers take 
over a meaningful share in the company 

• Venture capital: investment in young companies with high growth potential 

Private debt refers to the purchase and sale of loans and debt securities in private 
companies. They are debt investments that are not financed by banks and are not issued 
or traded in an open market. Forms of private debt include (source: S&P Global): 

• Direct lending: financing provided by a lender to a borrower without the 
involvement of a bank or intermediary 

• Distressed debt: provided by a lender to a borrower, without an intermediary, that 
is typically considered below investment grade 

• Mezzanine debt: a combination of senior debt and equity often used to finance 
leveraged buyouts or other transactions where the borrower’s credit rating is not 
strong enough to qualify for senior debt 

• Private debt fund of funds: a fund that invests in other private debt funds 

• Venture debt: provided to early-stage companies by venture capital firms, typically 
between the initial round of funding and the next. Venture debt lenders tend to have 
a lower interest rate than traditional banks but also a higher default risk.  

Real assets investing refers to the purchase of physical assets e.g. real estate (property 
purchases like offices, retail space, apartments and industrial buildings), infrastructure 
(transportation networks, communication networks, utility systems) and natural 
resources (commodities like oil, gas, coal, gold, silver and copper) (source: S&P Global). 

Private market investors can be pension funds, hedge funds, sovereign wealth funds, 
insurance companies, university endowments and family offices. Interests in these 
assets are typically arranged as limited partnerships (LPs) or general partners (GPs) 
acting as the investment manager deploying capital from the LPs. 
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financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and 
basis for taxation may change. 
This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the issuer or the market that is anticipated to have a 
short-term price impact on the equity securities of the issuer. Short-term trading ideas and recommendations are different from and do not affect a stock's fundamental equity rating, which 
reflects both a longer term total return expectation and attractiveness for investment relative to other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may 
be more or less positive than a stock's fundamental equity rating. 
BofA Securities is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such 
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to 
executing any short idea contained in this report. 
Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned herein. Investors in such securities and instruments, 
including ADRs, effectively assume currency risk. 
BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS or one of its affiliates may, at any time, 
hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
BofA Securities, through business units other than BofA Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, and reach 
different conclusions from, the information presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the persons who 
prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this information. 
In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in connection 
therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and does not extend beyond 
the delivery of this report (unless otherwise agreed specifically in writing by BofAS). If such recipient uses the services of BofAS in connection with the sale or purchase of a security referred to 
herein, BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, 
including transactions in any securities referred to herein. 
Copyright and General Information:  
Copyright 2025 Bank of America Corporation. All rights reserved.  iQdatabase® is a registered service mark of Bank of America Corporation. This information is prepared for the use of BofA 
Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Securities. This document 
and its content is provided solely for informational purposes and cannot be used for training or developing artificial intelligence (AI) models or as an input in any AI application (collectively, an AI 
tool).  Any attempt to utilize this document or any of its content in connection with an AI tool without explicit written permission from BofA Global Research is strictly prohibited. BofA Global 
Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not publicly-available material. Any unauthorized use or disclosure 
is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission from an authorized officer of BofA Securities. 
Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research 
and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
such rating, recommendation or investment thesis. 
Any information relating to sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any 
issuer or security. 
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 
All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without 
notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet 
periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein. 
Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research report relating 
to an issuer prior to making an investment decision. 
In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or 
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit 
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information.    
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Trading ideas and investment strategies discussed 
herein may give rise to significant risk and are not 
suitable for all investors. Investors should have 
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>> Employed by a non-US affiliate of BofAS and is not 
registered/qualified as a research analyst under the 
FINRA rules. 
Refer to "Other Important Disclosures" for information 
on certain BofA Securities entities that take 
responsibility for the information herein in particular 
jurisdictions.    


	Did you know?
	Executive summary
	The rise of private markets
	Private capital AUM has grown >2x in the past 10Y

	Companies are staying private
	Why are companies remaining private?
	Higher costs, regulations and disclosures as a public company
	Privacy, entrepreneurship and control considerations
	The increasing need for scale
	Shorter decision-making process enabling tech advancements

	Growing access to private markets
	Structural innovation expanding access to private markets
	Retail alts AUM growing at 12% CAGR to 2032 vs >9% alts industry growth

	Why does this matter?
	Companies can be disruptive
	Private companies can be disruptive too e.g. unicorns, disruptive innovators?
	Important implications for related listed companies and the global economy


	Private capital 101
	What is private capital?
	The types of private assets (source: S&P Global):

	Disclosures
	Important Disclosures

	Research Analysts

