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Abstract:  

This paper reviews academic and industry literature on private equity (PE) exit strategies and their relationship with long-

term value creation in the food and nutrition (F&N) sector. Using a structured literature-review methodology (peer-

reviewed studies, working papers, SEC filings, and leading industry reports through 2021, with selective illustrative 

examples beyond 2021), the paper (a) defines common exit routes (IPO, trade sale, secondary buyout, recapitalization, 

and SPAC/other), (b) synthesizes empirical evidence on how exit choice relates to medium- and long-run firm 

performance, (c) compares exit outcomes using case evidence from the F&N sector, and (d) develops a SWOT analysis 

focused on exit strategy selection for PE-owned food firms. The literature shows that exit route choice is shaped by 

industry specialization, market conditions, and sponsor objectives; evidence on long-term value after exit is mixed and 

context dependent. The paper concludes with managerial implications for sponsors and suggestions for future empirical 

work. 
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I.INTRODUCTION 

Leveraged buyouts (LBOs)—private equity (PE) acquisitions financed primarily with debt—have emerged as one of the 

defining features of modern corporate restructuring and investment. Typically executed with a three- to seven-year 

investment horizon, these transactions are predicated not only on operational improvement and financial engineering but 

also on the implementation of a carefully planned exit strategy. The exit mechanism—whether through a sale to a strategic 

buyer, an initial public offering (IPO), a secondary buyout, or a recapitalization—determines how private equity sponsors 

realize returns. Importantly, the exit path also has long-term implications for the portfolio company’s governance 

structure, capital allocation policies, and sustained value creation. Kaplan and Strömberg (2009) emphasize that exit 

strategy selection is as critical to overall LBO success as the entry valuation and operational value-creation plan. The food 

and nutrition (F&N) sector has been a consistent target for private equity investment due to several attractive features. 

Many companies in this industry possess stable revenue streams, durable brand recognition, and exposure to consumer 

staples markets, all of which support the use of significant leverage. Moreover, food consumption is non-cyclical in nature, 

creating resilience even in periods of broader economic downturn (Harvard Business School, 2020). These characteristics 

have historically made F&N companies appealing to financial sponsors seeking predictable cash flows and defensible 

market positions. However, the sector is not without challenges. Food and nutrition businesses are highly sensitive to input 

cost fluctuations, including commodity price volatility for grains, dairy, and proteins. At the same time, supply chain 

disruptions and bargaining power imbalances with large retailers and distributors can pressure margins (U.S. Department 

of Health & Human Services [HHS], 2019). Additionally, consumer preferences are shifting rapidly toward health-

conscious, sustainable, and ethically sourced products. Firms unable to innovate or reposition in line with these trends 

may find themselves at a disadvantage. Thus, while the sector is attractive for leveraged financing, it also presents exit 

timing risks and strategy trade-offs. According to Bain & Company (2021), the success of PE investments in this space 

increasingly hinges on sponsors’ ability to align exit routes with evolving consumer and regulatory dynamics. The choice 

of exit route has consequences far beyond immediate financial returns. A trade sale to a strategic acquirer may generate 

synergies and scale efficiencies but could also trigger restructuring or divestment that impacts employees and product 

portfolios. IPOs, while potentially offering higher valuations and public visibility, expose companies to short-term market 

pressures that may conflict with longer-term brand-building strategies. Secondary buyouts, in which one PE sponsor sells 

to another, can provide continuity of ownership and operational improvement but raise questions about whether true 

incremental value is created (Acharya, Gottschalg, Hahn, & Kehoe, 2013). Recapitalizations, which allow partial liquidity 

while retaining ownership, may provide flexibility but at the cost of higher leverage, thereby raising the risk of distress 

(Andrade & Kaplan, 1998). This paper investigates two interrelated questions. First, how do different PE exit strategies 

influence long-term value in the food and nutrition sector? Second, which exit routes are most conducive to preserving 

value for stakeholders beyond the private equity sponsor, including employees, consumers, and capital markets? In 

addressing these questions, the paper contributes to a nuanced understanding of exit planning in sector-specific contexts. 

By integrating academic literature, industry reports, and illustrative case studies, it aims to shed light on the strategic trade-
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offs that sponsors must weigh when planning exits. Ultimately, the findings underscore that exit strategies are not merely 

financial events but transformative junctures that shape the long-run trajectory of food and nutrition firms. 

 

II.OBJECTIVE OF THE RESEARCH 

The primary objective of this research is to analyze the role and impact of private equity exit strategies in the food and 

nutrition industry, with a particular focus on their strategic, financial, and stakeholder dimensions. The study seeks to 

explore how different exit routes influence long-term value creation, governance, and sustainability in food and nutrition 

firms up to the year 2021. 

• Examine the taxonomy of exit strategies (trade sales, IPOs, secondary buyouts, recapitalizations, and SPACs) and their 

evolution in private equity practice. 

• Assess how exit strategy choices influence post-exit firm performance, including governance, operational efficiency, 

innovation, and financial stability. 

• Identify key drivers of exit route selection, such as market conditions, industry specialization, consumer health trends, 

ESG pressures, and regulatory frameworks. 

• Evaluate the impact of different exit strategies on stakeholders, including employees, consumers, financial sponsors, 

and capital markets. 

• Analyze sector-specific challenges in the F&N industry, such as commodity price volatility, brand equity preservation, 

sustainability imperatives, and changing consumer preferences. 

• Highlight the trade-offs and risks associated with exit strategies, including timing risk, leverage-related distress, and 

underinvestment in innovation or sustainability. 

• Contribute to academic and industry literature by addressing the research gap on exit strategy implications in the food 

and nutrition sector, which remains less explored compared to industries like technology, healthcare, or finance. 

 

III.LITERATURE REVIEW 

Exit Strategy Taxonomy and Motivations 

Private equity sponsors typically choose among several well-established exit routes: trade sales to strategic acquirers, sales 

to other private equity firms (secondary buyouts), initial public offerings (IPOs), dividend or equity recapitalizations, and, 

more recently, special purpose acquisition companies (SPACs) or other public market shortcuts (Gibson Dunn, 2011). 

Each exit type differs in terms of transaction speed, information asymmetry, required disclosures, and the ability to realize 

strategic synergies. Trade sales often command valuation premiums when strategic buyers can extract operational or 

distribution synergies. By contrast, IPOs offer the benefits of public market price discovery and access to broader capital 

markets but require significant disclosure and are highly dependent on favorable market conditions. Secondary buyouts 

are commonly used when trade buyers or IPO markets are less accessible, allowing financial sponsors to provide liquidity 

to one another. Recapitalizations represent another form of exit, enabling sponsors to return a portion of invested capital 

while retaining equity control over the company (Biblioteca CUNEF, 2018). 

 

Empirical Evidence on Exits and Long-Term Performance 

Empirical studies present mixed evidence on how exit choices affect long-term outcomes after private equity ownership. 

Research has consistently shown that LBOs generate operating improvements during the ownership phase, largely driven 

by enhanced governance, stronger managerial incentives, and disciplined cost structures (Kaplan & Strömberg, 2009). 

These operational gains are often a major determinant of exit valuations. From a labor market perspective, Davis et al. 

(2014) find that PE ownership triggers substantial reallocation of employment, with both gross job creation and destruction 

occurring simultaneously. While net employment effects are modest, productivity improvements vary significantly across 

industries, shaping the attractiveness of certain exit routes—particularly for strategic acquirers who may value workforce 

stability more highly than financial buyers (AEA, 2014). 

The relationship between exit mode and post-exit performance is also complex. IPO exits, for instance, subject firms to 

public scrutiny, which can encourage sustained investment in growth but also expose them to short-term market pressures 

(Dong, 2020). Sponsor behavior after IPOs, such as follow-on offerings or staged sell-downs, creates nuanced implications 

for long-term firm value. Furthermore, sponsor specialization appears to play an important role in exit strategy selection. 

Dimitrov and colleagues (SSRN, 2019) find that PE firms with deep industry specialization are more likely to pursue trade 

sales to strategic acquirers, given their ability to communicate value drivers credibly and reduce information asymmetries. 

In contrast, diversified sponsors often prefer IPO exits to attract broad investor bases. Finally, Andrade and Kaplan (1998) 

highlight the risks of overleveraging in LBOs, noting that excessive debt raises the likelihood of financial distress, which 

can impair long-term value even if short-term efficiency improves. Poor exit timing, particularly during periods of 

commodity or demand shocks, may therefore result in value transfers away from long-term stakeholders. 

 

Sector Specifics: Food and Nutrition Considerations 

The food and nutrition sector’s stable cash flows make it an attractive candidate for leveraged investments, but several 

industry-specific dynamics complicate exit planning. One major challenge is commodity price volatility, which, when 

combined with restrictive debt covenants, can heighten financial fragility. Input cost inflation—such as spikes in grain or 

dairy prices—can place significant strain on leveraged firms, occasionally forcing distressed exits. Industry reports (Bain 

& Company, 2021) confirm that exit activity in the sector fluctuates sharply in response to broader macroeconomic and 
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commodity market conditions. Beyond financial pressures, long-term value in food firms depends heavily on brand equity 

and innovation. Established food brands are enduring assets, but underinvestment in research and development or 

marketing—often to meet short-term profit targets—can erode brand strength, thereby reducing exit proceeds at both IPOs 

and trade sales. High-profile F&N cases have demonstrated that neglecting innovation and consumer engagement weakens 

competitiveness (Reuters, 2018). 

Regulatory and environmental, social, and governance (ESG) considerations further complicate exit dynamics in the 

sector. Consumer preferences increasingly favor healthier, sustainable, and ethically sourced products, and both strategic 

acquirers and public investors are integrating ESG metrics into valuations (HHS, 2019). Consequently, sponsors must not 

only focus on financial engineering but also align portfolio companies with ESG and regulatory standards to achieve 

successful exits. These sector-specific considerations illustrate that exit strategy choice in the food and nutrition industry 

is not merely a financial calculation but a multidimensional decision that balances market conditions, consumer trends, 

and long-term stakeholder value. 

 

IV.Methodology 

The methodology for this research adopts a structured literature review design combined with comparative and SWOT 

analytical frameworks to evaluate private equity exit strategies and their long-term value implications, with a particular 

emphasis on the food and nutrition industry. The literature review is qualitative in nature and synthesizes findings from 

multiple academic, professional, and industry sources. Databases such as JSTOR, NBER, SSRN, Scopus, and Web of 

Science were systematically searched using keywords including “private equity exit strategies,” “trade sale vs IPO 

outcomes,” “secondary buyouts,” “recapitalizations,” “SPAC exits,” and “long-term performance post-buyout.” Inclusion 

criteria were limited to peer-reviewed articles, empirical working papers, company filings, and recognized consulting or 

rating agency reports from firms like Bain, PwC, and Moody’s. Opinion-based or non-credible sources were excluded to 

maintain analytical rigor. Canonical academic studies on leveraged buyouts (Kaplan & Strömberg, 2009), labor and 

productivity outcomes (Davis et al., 2014), and exit-specific performance studies (Dong, 2020; Dimitrov et al., 2019) 

serve as the theoretical foundation. Industry cases such as Hostess, Kraft Heinz, and Post Holdings provide sector-specific 

illustration, particularly where food and nutrition dynamics—such as commodity volatility, brand equity, and ESG 

considerations—shape exit outcomes. 

The analytical process unfolds across three stages. First, the literature review establishes theoretical mechanisms linking 

exit choices to long-term value through governance discipline, capital structure, and market signaling. Second, a 

comparison analysis evaluates key exit routes—trade sales, IPOs, secondary buyouts, recapitalizations, and SPACs—by 

systematically contrasting their mechanisms, advantages, risks, and implications for sustainability of value creation. Third, 

a SWOT analysis is conducted by synthesizing recurring themes across the literature and industry case studies, 

categorizing strengths, weaknesses, opportunities, and threats inherent in exit strategy decisions. This triangulated 

approach integrates academic insights, empirical evidence, and case-based sectoral specificity, ensuring both breadth and 

depth of understanding. By combining structured synthesis with comparative evaluation, the methodology enables a 

comprehensive examination of how exit routes influence long-term outcomes in private equity, with distinct insights for 

the food and nutrition industry. 

 

V.EXIT ROUTES: MECHANISMS AND LONG-RUN IMPLICATIONS 

One of the most common exit routes for private equity sponsors is the trade sale, or sale to a strategic acquirer. Strategic 

buyers often internalize synergies through distribution efficiencies, procurement advantages, and scale economies, which 

can translate into higher valuations compared to other exit routes (Gibson Dunn, 2011). Trade sales are also typically 

faster and less volatile than IPOs, allowing sponsors to realize value while transferring governance to a buyer with long-

term integration objectives. In the long run, when the acquirer has sector expertise, value can be preserved or even 

enhanced through continued brand investment and research and development (R&D). However, there are also risks: 

acquirers pursuing aggressive cost integration may undermine product innovation and reduce long-term competitiveness. 

Empirical studies show that trade sales are especially prevalent in specialized sectors where strategic buyers can credibly 

assess and capture industry-specific synergies (SSRN, 2019). 

Initial public offerings (IPOs) represent another key exit mechanism. IPOs provide price discovery, liquidity, and the 

possibility of higher exit multiples during buoyant markets, while also subjecting firms to public market discipline and 

transparency requirements (Gibson Dunn, 2011). Sponsors frequently retain shares post-IPO under lockup arrangements, 

managing the timing of eventual full exit through secondary offerings. In terms of long-run implications, public ownership 

can encourage accountability, transparency, and sustained investment in growth, particularly when institutional investors 

reward innovation and environmental, social, and governance (ESG) initiatives. On the other hand, the short-term focus 

of public markets may pressure firms to emphasize quarterly results at the expense of long-run value creation. Research 

on post-IPO sponsor behavior highlights that staged sell-downs, follow-on offerings, and continued board influence 

significantly affect long-term governance and ownership stability (Dong, 2020). 

A secondary buyout, or sale to another PE firm, is commonly employed when trade buyers or public markets are not 

favorable. Secondary buyouts allow for continuity of private ownership and, in some cases, enable new sponsors to 

implement additional operational or strategic improvements (Gibson Dunn, 2011). Long-term implications, however, are 

debated. Critics argue that secondary buyouts may merely transfer ownership without adding substantive new value, while 

proponents contend that a fresh sponsor can unlock value through specialization, restructuring, or strategic repositioning. 
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Outcomes largely depend on the successor sponsor’s capabilities and the market timing of the transaction, particularly 

with respect to leverage sustainability and competitive pressures. 

Recapitalizations, often structured as dividend recaps, represent another important exit mechanism, particularly in cash-

generative industries like food and nutrition. In this route, sponsors refinance the company with new debt and extract cash 

distributions while maintaining ownership control (Gibson Dunn, 2011). Although this strategy provides liquidity without 

relinquishing equity, it raises long-term risks by increasing leverage and limiting future investment capacity. Poorly timed 

recaps, especially during commodity price spikes or economic downturns, can significantly amplify distress risks 

(Andrade & Kaplan, 1998). 

Finally, SPACs and alternative public routes emerged as a prominent trend post-2015, accelerating sharply in 2020–

2021. SPACs provided faster public listings than traditional IPOs, particularly valuable during periods of market 

uncertainty (Bain & Company, 2021). For sponsors, SPACs offered both speed and flexibility in monetizing investments. 

However, early evidence suggests that long-term stock performance of SPAC-exited firms has been highly variable, with 

outcomes dependent on investor due diligence standards, governance structures, and alignment between the sponsor and 

the acquiring SPAC. Thus, while SPACs altered exit dynamics in recent years, their long-run implications remain mixed 

and require careful strategic planning. 

 

VI.COMPARATIVE ANALYSIS OF EXIT ROUTES 

Exit Route Mechanism Advantages Risks/Limitations Long-Run Implications 

Trade Sale 

(Strategic 

Acquirer) 

Sale to an industry 

buyer that 

integrates 

operations 

Higher valuations via 

synergies 

(distribution, 

procurement, brand 

leverage); faster than 

IPO 

Risk of aggressive cost-

cutting; potential neglect 

of innovation 

Value preserved/enhanced if 

acquirer invests in R&D and 

brands; innovation may 

suffer under cost focus 

Initial Public 

Offering (IPO) 

Shares listed on 

public markets; 

sponsors retain 

partial stake 

initially 

Price discovery; 

access to broad 

capital markets; 

potential high 

multiples 

High disclosure burden; 

dependent on favorable 

markets; exposure to 

short-termism 

Can encourage transparency 

and long-term investment if 

public investors reward 

ESG/growth; risk of 

quarterly pressure 

Secondary Buyout 

(SBO) 

Sale to another PE 

firm 

Liquidity when 

IPO/trade sale 

unattractive; 

continuity of private 

ownership 

May lack true value 

creation; risk of 

overleveraging by new 

owner 

Depends on new sponsor’s 

specialization and value-

creation plan; potential 

incremental gains if strategic 

repositioning succeeds 

Recapitalization / 

Dividend Recap 

Raising new debt to 

return cash to 

sponsors while 

retaining equity 

Provides liquidity 

without giving up 

control; suitable for 

stable cash flows 

Increases leverage; limits 

reinvestment capacity; 

risk of distress if poorly 

timed 

Higher debt burden can 

constrain innovation and 

resilience; long-term value at 

risk if shocks occur 

SPAC / 

Alternative Public 

Route 

Merger with 

publicly listed 

SPAC to go public 

quickly 

Faster execution than 

IPO; flexible 

structure; useful in 

uncertain markets 

Variable investor 

quality; governance 

concerns; weaker due 

diligence vs. IPO 

Long-term performance 

uncertain; mixed evidence on 

stock returns; depends on 

alignment of sponsor and 

SPAC backers 

 

VII.COMPARATIVE CASE EVIDENCE FROM FOOD & NUTRITION 

Note: Cases illustrate how exit routes and sponsor choices affected long-run outcomes. They are presented as 

representative excerpts, not exhaustive case studies. 

Hostess Brands (PE buyout → transformation → public re-entry): Apollo Global Management and Metropoulos 

acquired Hostess’s snack-cake assets out of bankruptcy (2013), invested in automation and focused distribution and 

product marketing, then re-listed the business and realized a substantial exit within a few years (Apollo/Metropoulos press 

releases; sector reporting). The Hostess case is often cited as a PE success where operational investment and a clear exit 

path (public listing / minority sales to other investors) preserved and increased long-term value. However, labor and social 

consequences (union displacement) drew criticism. 

Kraft Heinz (sponsors, cost discipline, long-run impairment): The 2015 merger/ownership model advocated strong cost 

discipline (ZBB) by 3G Capital and Berkshire-anchored strategies; early margin gains were followed by large impairments 

(2019 $15.4 billion write-down) and concerns that sustained cost cuts had undermined innovation and brand investment 

— reducing medium-term value and investor confidence. Kraft Heinz illustrates the danger of prioritizing short-term 

margin gains over long-term asset (brand) maintenance, which then complicates exit options and valuations for sponsors. 

Other F&N serial buyers / exits (overview): PE firms building roll-up platforms in snack/health-food categories have 

pursued a mix of exit routes: trade sales to strategic food conglomerates, IPOs for standout platform companies (in 
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favorable markets), or secondary buyouts when timing is suboptimal. Industry reports show exit values and volumes 

fluctuate with market conditions (Bain). 

Comparison takeaway: Cases where sponsors combined operational reinvestment (capex, automation, marketing) with 

sensible leverage management tended to produce sustainable exits that preserved long-term value (Hostess). In contrast, 

deals that emphasized aggressive, persistent cost cutting without protecting brand or R&D tended to see value erosion that 

later reduced exit prices or required distress sales/asset write-downs (Kraft Heinz example). 

 

VIII.SWOT Analysis of Exit Strategies in Food & Nutrition LBOs 

Category Detailed Analysis 

Strengths • Diverse exit options: The availability of multiple exit routes—trade sales, IPOs, secondary buyouts, 

recapitalizations, and SPACs—offers flexibility for sponsors to match strategies with prevailing 

market conditions.• Resilient industry fundamentals: The F&N sector benefits from stable demand, 

brand durability, and non-cyclical consumption patterns, making firms attractive across exit routes.• 

Strategic buyer appetite: Large food conglomerates often seek acquisitions for scale and innovation, 

which can drive premium valuations in trade sales.• Investor interest in ESG: Heightened global focus 

on sustainability and health-conscious trends can improve valuations during IPOs and SPAC exits, 

especially for firms with strong ESG credentials.• Financial engineering leverage: Dividend 

recapitalizations allow sponsors to generate liquidity from stable cash flows without relinquishing 

control, strengthening capital efficiency in the short term. 

Weaknesses • High leverage dependency: Many LBO-backed F&N firms carry significant debt, making them 

vulnerable to shocks during exit planning, especially in recapitalizations.• Underinvestment risks: 

Pressure to meet short-term financial targets can lead to reduced spending on R&D, brand building, or 

innovation, weakening long-run competitiveness and exit valuations.• Limited IPO readiness: Not all 

F&N firms are suitable for IPOs due to disclosure burdens, governance requirements, or insufficient 

growth narratives, reducing available exit flexibility.• Secondary buyout limitations: SBOs may be 

perceived as “recycling” assets rather than delivering genuine value creation, which can depress 

valuations and investor confidence.• Execution complexity: SPAC and IPO routes require significant 

preparation, investor relations capabilities, and regulatory compliance, straining management 

resources. 

Opportunities • Health and wellness megatrends: Rising demand for plant-based products, functional nutrition, and 

sustainable sourcing creates long-term growth stories that can be leveraged during IPOs or strategic 

sales.• Global consolidation: Cross-border M&A activity in the F&N sector provides opportunities for 

strategic exits to multinational corporations seeking entry into new markets.• Digital transformation: 

Adoption of digital distribution, e-commerce, and consumer engagement tools enhances growth 

narratives and exit valuations.• SPAC momentum (2020–2021): Sponsors benefited from rapid listings 

and strong capital inflows into SPACs, offering alternative public exit opportunities.• ESG-aligned 

capital: Institutional investors increasingly reward firms aligned with environmental and social impact, 

allowing for higher multiples in IPOs or strategic sales. 

Threats • Commodity price volatility: Fluctuating costs of grains, dairy, and proteins can erode margins, 

undermining leverage sustainability and exit valuations.• Retailer concentration: Power imbalances 

with large retailers and distributors limit pricing flexibility, creating risks for long-term value 

realization.• Regulatory uncertainty: Food safety standards, health labeling rules, and ESG reporting 

requirements increase compliance costs and can delay or complicate exit transactions.• Short-termism 

pressures: Public market exits (IPOs, SPACs) expose firms to quarterly performance expectations, 

which may conflict with brand-building strategies.• Reputational risks: Sponsors exiting prematurely 

or through value-damaging routes risk damaging relationships with employees, consumers, and 

investors, leading to negative long-term perception of both the firm and the sponsor.• Market timing 

dependence: All exit routes are highly sensitive to macroeconomic cycles; poor timing can erode 

valuation and stakeholder value despite strong fundamentals. 

 

This SWOT analysis illustrates that exit strategies in the F&N industry are not purely financial maneuvers but deeply 

intertwined with market positioning, consumer trends, and governance structures. The strengths of resilient demand and 

diverse exit routes are offset by weaknesses such as leverage risks and underinvestment tendencies. At the same time, 

global health, sustainability, and digital transformation trends open new opportunities for sponsors, while commodity 

volatility, regulation, and timing risks pose persistent threats. 

 

IX.Statements and Declarations 

Exit strategy selection has critical implications for long-term value. Trade sales to strategic buyers may safeguard 

innovation and market access, while IPOs can expand capital availability but introduce short-term pressures. SBOs and 

recaps often provide liquidity but risk long-term sustainability if overleveraged. The Hostess case illustrates successful 

reinvestment and long-term value preservation, while Kraft Heinz shows the risks of aggressive cost-cutting and brand 

erosion. 
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X.CONCLUSION 

The Literature Reveals No Universally Superior Exit Strategy; Effectiveness Depends on Sponsor Specialization, Market 

Conditions, And Reinvestment Choices. For F&N Firms, Maintaining Brand Equity, Innovation, And ESG Focus Are 

Key to Sustaining Long-Term Value. Future Empirical Work Should Track Post-Exit Performance In R&D, Brand Equity, 

And ESG Metrics to Evaluate Sustainability of Private Equity Exits. 
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