
THE VALUE CREATION 
QUESTION: WHAT 
INDEPENDENT 
SPONSORS NEED TO 
PROVE BEFORE THEY 
BUY 

Value Creation Is No 
Longer a Post-Close 
Concept. It Has to Be 
Real Before the Deal 
Gets Done. 



Executive 
Summary

For most of the last decade, value creation in private equity was a narrative that 
got assembled after closing. The deal got done, the 100-day plan got written, and 
the operating partners showed up. That sequence is no longer adequate. In a 
market where entry multiples are at historic highs, leverage contributions are 
declining, and LP expectations have reset, the value creation thesis has to exist 
before the deal is signed: not as a slide in a marketing deck, but as a genuine 
operational plan with specific owners, timelines, and assumptions. 





McKinsey's 2026 Global Private Equity Report makes this explicit. Operational 
value creation, which often used to be more a marketing narrative than a true 
institutional capability, is now likely to be the primary source of returns for GPs and 
their limited partners. The era in which financial engineering and multiple 
expansion did the work is structurally over. Bain's 2026 report states it plainly: 
today's deals demand faster EBITDA growth, and achieving this requires sharper 
value creation and a clearer, data-backed edge. 





For Independent Sponsors, that shift changes the diligence process, the capital 
partner conversation, and the way deals are won. A sponsor who can articulate a 
specific, executable value creation plan before asking capital partners for a 
commitment is doing something different from the norm: and that difference is 
being noticed. 





FULL 
POTENTIAL 
DILIGENCE IS 
THE NEW 
STANDARD 

Bain's 2026 report introduces a framework it calls full potential diligence: a holistic, 
multidisciplinary effort that not only produces a viable deal case but identifies the 
revenue levers, operational levers, and technology levers that will produce a real 
step change in performance. The premise is that if you understand best what the 
asset can be worth, you are not only smarter about what to bid for it, but you 
enhance speed to value by hitting the ground running on Day 1 of ownership. 





For Independent Sponsors, this means diligence is not complete when the financial 
model is validated. It is complete when the sponsor can answer: what specifically 
are we going to do with this business in the first 12 months, who is going to do it, 
and what would need to be true for that plan to work? Those are not exit questions. 
They are entry questions. And they need real answers, not placeholders. 





McKinsey's analysis of GP returns reinforces the urgency. Without the tailwinds of 
multiple expansion and cheap leverage: which accounted for 59 percent of returns 
between 2010 and 2022: success will depend on what is under the hood rather 
than the slope of the road itself. Sponsors who cannot answer the value creation 
question convincingly before closing are assuming a return that the market will no 
longer provide automatically. 



CAPITAL 
PARTNERS ARE 
GRADING THE 
PLAN 

McKinsey's January 2026 survey of 300 global LPs found that 53 percent ranked 
a GP's value creation strategy as a top-five metric in selecting a manager: placing 
it third on overall selection criteria, behind performance and quality of investment 
team and diligence. That figure replaced sectoral expertise as the third-most-
important metric from the prior year's survey. 





That is a significant data point for Independent Sponsors. Capital partners are not 
just evaluating the deal. They are evaluating whether the sponsor has a genuine 
plan to create value and whether that plan is credible based on the sponsor's 
track record, sector knowledge, and operating relationships. A thoughtful, specific 
value creation memo presented alongside the deal materials is not just a diligence 
artifact. It is a capital-raising tool. 





McKinsey's pre-close framework supports exactly this approach: managers can 
use diligence findings to create a compelling value creation plan summarizing 
near-term improvement opportunities. Managers can also share diligence findings 
with co-investors and financiers to help boost their confidence in the investment 
and the associated value creation thesis. 



EARLY WINS ARE 
THE PROOF POINT 

The market has shifted in a way that rewards sponsors who can point to 
tangible operational improvement early in the hold. McKinsey's exit 
research shows that assets growing at more than 25 percent CAGR 
have sold at roughly a 50 percent premium relative to assets growing at 
less than 5 percent: and higher EBITDA margins also correlate with 
stronger valuations at exit. That outperformance is built in the first two 
years of ownership, not in the final preparation for sale. 





Bain's 2026 report on private equity returns is explicit: firms must invest 
in talent and AI, and move from full potential diligence to execution on 
Day 1. The sponsors who can demonstrate that transition and not just 
plan it are the ones who will continue to attract capital and win 
competitive situations. 



What Actually 
Matters Now

01
Build the value creation plan 
during diligence, not after 
close. It should be specific, 
owned, and tied to the 
investment thesis before you 
present the deal to capital 
partners.

02
Treat the value creation 
memo as a capital-raising 
document. Capital partners 
are increasingly grading the 
plan explicitly: make it 
worthy of that evaluation.

03
Identify two or three 
operational wins executable 
in the first 90 days. Early 
momentum is the most 
credible evidence that the 
plan is real, not aspirational.

04
Link value creation 
assumptions directly to exit 
readiness. The buyers who 
will eventually pay for this 
business need to see a 
company that was actively 
improved, not just held. 
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DISCLAIMER

This presentation does not constitute an offer to sell or the solicitation of an offer to purchase any security. Recipients of this presentation agree that none of 
Independent Sponsor News (“ISN”) or its affiliates or its or their respective partners, members, employees, officers, directors, agents, or representatives shall have 
any liability for any misstatement or omission of fact or any opinion expressed herein. Each recipient further agrees that it will (i) not copy, reproduce, or distribute 
this presentation, in whole or in part, to any person or party including any employee of the recipient other than an employee directly involved in evaluating an 
investment in any funds (the “Fund or Funds”) without the prior written consent of ISN; and (ii) keep permanently confidential all information contained herein that is 
not already public. The information contained herein is preliminary, is provided for discussion purposes only, is only a summary of key information, is not complete, 
and does not contain certain material information about the Fund, including important conflicts disclosures and risk factors associated with an investment in the 
Fund, and is subject to change without notice. Any offer, sale or solicitation of interests with respect to the Fund will be made only pursuant to the Fund’s confidential 
private placement memorandum (the “Memorandum”), limited partnership agreement, and subscription agreement, and will be subject to the terms and conditions 
contained in such documents in accordance with applicable securities laws. This presentation is qualified in its entirety by reference to the Fund’s Memorandum, 
including without limitation all of the cautionary statements and risk factors set forth therein, the limited partnership agreement and the subscription agreement 
related thereto, copies of all of which will be made available in the future to qualified investors upon request and should be read carefully prior to any investment in 
the Fund. The information in this presentation is not presented with a view to providing investment advice with respect to any security, or making any claim as to the 
past, current or future performance thereof, and ISN expressly disclaims the use of this presentation for such purposes. Each recipient should consult its own 
advisers as to legal, business, tax and other related matters concerning an investment in the Fund. Past performance is not necessarily indicative, or a guarantee, of 
future results. Information about the Fund and prior investments made by ISN is provided solely to illustrate ISN’ investment experience, and processes and 
strategies. Such information is not intended to be indicative of the Fund’s future results. There can be no assurance that the Fund will achieve comparable results as 
those presented or that the Fund will be able to implement its investment strategy or achieve its investment objective. Investors in the Fund may lose part or all of 
their invested capital. Statements contained in this presentation are based on current expectations, estimates, projections, opinions and beliefs of ISN as of the date 
hereof. Such statements involve known and unknown risks and uncertainties, and undue reliance should not be placed thereon. Neither ISN nor any of its affiliates 
makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained herein and nothing contained herein 
should be relied upon as a promise or representation as to past or future performance of the Fund or any other entity. Unless otherwise noted, the information 
contained herein is unaudited and may be preliminary and subject to change, and ISN and its members, partners, stockholders, managers, directors, officers, 
employees and agents do not have any obligation to update any of such information. Certain figures in this presentation have been rounded. In addition, certain 
information contained herein has been obtained from published and non-published sources and / or prepared by third-parties, and in certain cases has not been 
updated through the date hereof. While such information is believed to be reliable for the purposes of this presentation, ISN assumes no responsibility for the 
accuracy or completeness of such information and such information has not been independently verified by it. Certain information contained herein constitutes 
“forward-looking statements,” which can be identified by the use of terms such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,” 
“expects,” “anticipates,” “projects,” “future,” “targets,” “intends,” “plans,” “believes,” “estimates” (or the negatives thereof) or other variations thereon or comparable 
terminology. Forward looking statements are subject to a number of risks and uncertainties, some of which are beyond the control of ISN, including among other 
things, the risks listed in the Memorandum. Actual results, performance, prospects or opportunities could differ materially from those expressed in or implied by the 
forward-looking statements. Additional risks of which ISN is not currently aware also could cause actual results to differ. In light of these risks, uncertainties and 
assumptions, prospective investors should not place undue reliance on any forward-looking statements. The forward-looking events discussed in this presentation 
may not occur. ISN undertakes no obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.




