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Unlocking Returns in the Undervalued and the Novel

Operational Alpha: PE’s New Frontier

After decades of strong performance, the traditional private equity
playbook of financial engineering and multiple arbitrage is showing
signs of fatigue. Today, operational improvement is emerging as the
driver of value creation.

Share of Current PE Value Creation by Source
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Sources: Gain.pro - Value Creation in Private Equity Report (2025). Comprehensive analysis of over 10,000 global private equity deals.
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Key Highlights

= Declining Role of Debt and Multiple Expansion - Falling entry/exit
spreads and tighter capital markets have compressed the role of
multiple expansion and leverage in generating returns.

= Operational Alpha is Key — Revenue growth and margin improvement
now account for majority of value creation, placing a premium on
operators, not just capital allocators. The current generation of PE
outperformance will be earned via operations.

= Buy-and-build is a suprior PE return generator. Funds with a buy-
and-build strategies tend to deliver higher returns.

= Buy-and-build tends to maximize all three value creation drivers -
Revenue growth, margin expansion, and multiple expansion.

= Tech, Data, and Talent — Managers with expertise in the use of real-
time data, buisiness intelligence, continous improvement and six
sigma methodologies will tend to outperform on both EBITDA growth
and exit multiples.

= [Implication for Allocators — LPs must scrutinize GPs’ operational
toolkits, industry expertise, and portfolio governance structures, not
just IRRs and vintage-year multiples.
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Disclaimer

Our reports, including this paper, express our opinions which have been based, in part, upon generally available public
information and research as well as upon inferences and deductions made through our due diligence, research and
analytical process. The information contained in this paper includes information from, or data derived from, public
third party sources including industry publications, reports and research papers. Although this third-party information
and data is believed to be reliable, neither Omnigence Asset Management nor its agents (collectively “Omnigence”)
have independently verified the accuracy, currency or completeness of any of the information and data contained
in this paper which is derived from such third party sources and, therefore, there is no assurance or guarantee as to
the accuracy or completeness of such included information and data. Omnigence and its agents hereby disclaim any
liability whatsoever in respect of any third-party information or data, and the results derived from our utilization of that
datain our analysis. While we have a good-faith belief in the accuracy of what we write, all such information is presented
“as is,” without warranty of any kind, whether express or implied. The use made of the information and conclusions set
forth in this paper is solely at the risk of the user of this information. This paper is intended only as general information
presented for the convenience of the reader and should not in any way be construed as investment or other advice
whatsoever. Omnigence is not registered as an investment dealer or advisor in any jurisdiction and this report does
not represent investment advice of any kind. The reader should seek the advice of relevant professionals (including
a registered investment professional) before making any investment decisions. The opinions and views expressed
in this paper are subject to change or modification without notice, and Omnigence does not undertake to update or
supplement this or any other of its reports or papers as a result of a change in opinion stated herein or otherwise.
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