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Introduction 
 

Jack Edmondson sat in his office at Oxford University Endowment Management looking through 

a presentation he had been sent by Aureos Capital. As an Investment Director at OUEM he was 

responsible for building a portfolio of private equity investments. In so doing, Jack tended to 

look for private equity funds that gave the Oxford Endowment exposure to equity returns that 

could not be obtained via public markets. For instance, funds focused on early-stage ventures 

or distressed companies could yield attractive returns at the right time in the economic cycle, 

but were not easily replicated via public market investments. Similarly, the buy-out funds that 

focused on large public or private companies were not usually attractive – unless they could 

demonstrate exceptional ability to transform companies and create value in excess of the not 

inconsiderable fees.  

 

For some months Jack had been thinking about emerging markets. Various routes were 

available to obtain exposure to equity returns in emerging markets, but many of the easily 

traded instruments and funds tended to have a bias towards Asia and the larger emerging 

markets. But Jack was also interested in Africa, where some countries looked poised for 

significant economic growth and where some private equity houses had started to develop 

expertise. Aureos was one such house, and Jack had read the investment memorandum and 

accompanying presentations several times. Now he had to make a decision. 

 

The origins of Aureos 
 

Aureos had an interesting history. Back in 1948 the UK Government had established the 

Colonial Development Corporation (CDC), which was set up to support private sector economic 

development in the former UK colonies. CDC was the world’s first development finance 

institution (DFI), with funding coming from the UK foreign aid and development budget. Once 

most of these colonies became independent CDC was renamed the Commonwealth 

Development Corporation. During the first 50 years of its existence CDC had provided equity 

and loans directly to individual companies across the emerging markets, thereby building up a 

sizeable portfolio of several hundred investments. It retained, and reinvested, any profits that 

accrued. The UK Government ceased to provide additional funding in 1997, at which point CDC 

became a Public Private Partnership with a mandate to attract capital from other DFIs and 

private investors. 

 

Rather than continuing to pursue the direct investment model, it was decided, in 2001, to create 

two fund managers – Actis and Aureos – who would take on CDCs existing investments. The 

investments in larger companies were allocated to Actis. For their investments in small and 

medium sized enterprises the CDC decided to enter into a joint venture with another DFI - the 

Norwegian Investment Fund for Developing Countries – who jointly created Aureos. The initial 

mandate for Aureos was to manage, and realize, the legacy portfolio of 139 existing 

investments that they allocated. In 2004 Actis was spun out of CDC via a management buyout, 

whereby CDC paid a management fee and carried interest to Actis for managing the legacy 

portfolio, and Actis was encouraged to raise new funds, still with an emerging markets focus, 

drawing in private capital. CDC could continue to invest as a Limited Partner (LP) in the funds. 

Aureos followed a similar path, and completed a management buyout in December 2008. As a 
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result of this restructuring, CDC had become a fund of funds manager investing not only in the 

funds managed by Actis and Aureos but also in other fund managers that focused on emerging 

markets. By the end of 2008, CDC had LP positions totaling around £1 billion in 127 funds 

managed by 59 different fund managers, including sizeable investments in funds managed by 

Actis and Aureos.  

 

Aureos funds   
 

Jack looked again at the presentation he had been given after his most recent meeting with 

Aureos (see Exhibit 1). They ticked many of the right boxes. They were a specialized emerging 

markets player, unlike some well-known houses that were trying to stretch their brand into such 

markets. They had established an extensive network of professionals across 28 offices. They 

were currently managing over $1bn across their various funds, which made them one of the 

largest players. And the realized returns appeared surprisingly good. 

 

He was also intrigued by their focus on responsible investment practices. CDC had always been 

a leading advocate of responsible investing, and had sought to ensure that their portfolio 

companies improved their business practices from an environmental, social and governance 

(ESG) perspective. Of course, in Jack’s experience, many private equity funds claimed to take 

ESG seriously, but Aureos seemed to have gone a lot further than most. For instance, they had 

developed the Aureos Sustainability Index to measure the development impact of their investing 

(see Exhibit 2).   

 

Aureos had a regional focus to their funds, and in the last 5 years had raised funds investing in 

South Asia, China, Latin America, and Central Asia. They were about to close their latest Africa 

fund, having already raised nearly $400m.  

 

Aureos were keen to have the Oxford Endowment among their LPs, and Jack had to prepare an 

investment case for Sandra Robertson, the Chief Investment Officer. Was the case for investing 

at this time in emerging markets private equity convincing, and was it appropriate for Oxford 

University? How should he interpret the previous record of Aureos, especially in Africa? Did it 

matter that they had only recently become an independent fund, with an arm’s length 

relationship to CDC? How real was the commitment to ESG, and, indeed, was it a plus or minus 

from the viewpoint of the Oxford Endowment – might there not be trade-offs between returns 

and responsible investing? Jack looked at his watch and realized he had promised his report 

would be in Sandra’s hands by 11pm, and it was already 8.30pm. Thankfully, investment cases 

were limited to 1500 words, but it was still going to be tight to hit that deadline.  IN
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Exhibit 1: Presentation on Aureos Capital  
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Exhibit 2:  Aureos Sustainability Index 
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