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		Abstract

		This paper proposes the Sequential Investment Allocation Model (SIAM) to address the gap in existing literature regarding the modelling of Private Equity (PE) fund portfolio investment periods with multiple financing rounds. The SIAM aims to minimise the investment period length while considering constraints on the fund payoff and investment strategies. It also incorporates appropriate distribution and stochastic process models to explain crucial parameters like investment timing, amount, and company performance. Validation of the model is conducted utilizing data sourced from Pitchbook, encompassing a comprehensive range of PE rounds of financing deals. By examining the investment period length under different investment strategies, this study provides valuable insights into PE fund portfolios. Firstly, analysis reveals an "S"-shaped relationship between payoff and investment period, highlighting the importance of timely termination for higher payoffs. Also, the optimal investment period length aligns with market averages, around 4-6 years, as supported by Pitchbook data. Secondly, insights indicate an exit condition on the exit multiples for each portfolio company leads to a more stable payoff compared to predefined exit times. Lastly, for portfolio managers, investing in higher-performing companies experiences enhanced payoffs. However, being overly selective results in a limited number of company exits, thereby impeding both the payoff and the investment period from reaching the desired level. These insights contribute to comprehending the dynamics of PE fund portfolios and provide guidance for making informed decisions regarding optimal investment strategies in the private sector. 
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