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Between July and September 2012, 143 interviews were conducted with 
top executives from private equity firms. Respondents included industry 
general partners from five principal regions/categories:
•	Western	Europe
•	 North	America	(USA	and	Canada)
•	 BRICS	(Brazil	and	LATAM,	Russia,	India,	China	and	South	Africa
•	 Asia	Pacific	(Australia	and	South	East	Asia)
•	 MENA	(Middle	East,	North	Africa	including	Turkey).

The full methodology can be found on page 32.

The views and opinions in this report expressed by those private equity survey respondents providing 
comments or quotes are theirs alone, and do not necessarily reflect the views and opinions of Grant Thornton 
International Ltd or any of its member firms. 
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Foreword

MartiN Goddard
GLOBAL SERvICE LINE LEAdER – TRANSACTIONS
GRANT ThORNTON INTERNATIONAL

Challenging times
At the time of producing our second global report 
into trends and attitudes within the global private 
equity (PE) industry, we find it confronting 
numerous challenges. There is a need to capture  
a share of the burgeoning funds available from 
an increasingly vigilant and discerning Limited 
Partner (LP) community and to deliver best in 
class. All of this in an economic environment where 
growth rates are declining and, in some economies, 
have disappeared completely. Furthermore, the 
industry is also being repeatedly challenged by the 
increasingly negative perception of private equity  
in the public arena. Nowhere is this increased 
awareness and negative sentiment greater than  
in North America.

With the public more conscious of private 
equity and the industry high on the media’s agenda 
for a number of reasons, it is fascinating to see how 
private equity is responding and adapting to this 

new found recognition in its core markets and in 
locations where the private equity story is still in 
its infancy. Not only is private equity more aware 
of its public image and its increased regulatory 
demands, but the industry has become far more 
mindful of how it approaches fundraising and 
achieves the growth demanded by its investors. 

For many, fundraising will be the defining 
challenge of the next 12 months. In what is already 
a highly competitive market, many private equity 
firms in the process of preparing for fundraising  
are compelled to give serious thought to what 
will attract LPs. LP churn is expected in the next 
generation of funds as the power shifts further 
into the LP’s favour. This is compounded by 
the fact that LPs are increasingly unconstrained 
geographically. They have many more options 
available and this enables them to wield greater 
power and influence.



FiGure 1: KEy	ChALLENgES	FACINg	ThE	PRIvATE	EqUITy	INdUSTRy
PERCENTAGE TOTAL RESPONSES

Regulation 15

Macro economy 15

Competition 10

Fundraising/IR 8

Performance 7

dealflow 6

PE model 6

Pricing 5

Exiting 5

Tax  5

PE Perception 5

Others 13

In last year’s inaugural report, we reflected 
on the key regional themes and issues for private 
equity. We noted that different markets each have 
their idiosyncrasies, challenges and drivers, but that 
there was evidence highlighting global convergence 
in terms of private equity practice. There remain 
some fascinating regional trends from this year’s 
results, which indicate that practitioners in North 
America have an increased confidence about their 
ability to invest, raise debt and generate returns, 
whilst MENA stands out as a region where 
optimism is at its highest and where we expect to 
see a marked increase in PE activity in the short  
to medium term. In contrast, Western European 
General Partners (GPs) anticipate continuing 
challenges in a local market, which is flat at best.

2  Global private equity report 2012 

the search for growth
This year, the report focuses on how private 
equity firms are attempting to secure growth for 
their funds and their portfolio companies in a 
world where many economies are experiencing 
limited growth, if any at all. There is no doubt that 
globalisation is no longer the preserve of the largest 
multinationals. Companies of all shapes and sizes 
now need to be adept at looking beyond boundaries 
in the relentless pursuit of growth. Accessing 
international markets, businesses, investors, 
consumers and potential acquirers are now all 
fundamental strategies for PEs and their portfolios 
in order to exceed their returns objectives.

The on going financial turmoil in the West 
and creeping uncertainty in the sustainability of 
the economic growth seen in ‘emerging markets’, 
means that where some see challenges, others  
will see opportunities. 

Many Western European and North American 
firms are restricted geographically by the terms 
of investment imposed upon them, albeit that 
there is growing evidence of PE support for the 
international development plans and growth of 
portfolio companies. Perhaps in the case of North 
American funds, renewed confidence in their own 
economies’ prospects is also a contributory factor 
to a less adventurous international strategy.

The recent news of the launch of a network 
between four leading European mid-market firms 
illustrates how firms are seeking innovative risk 
averse ways to access global markets without 
committing significant resource and capital.

This year’s report indicates that the majority 
of respondents from both MENA and BRICS 
are now seeking to access markets outside of their 
home countries in the search for growth through 
investment or by opening offices. With many 
exciting growth economies within their regions, in 
many cases there will be “proximity investment” 
into neighbouring high growth markets. 

63% OF North aMeriCaN 
RESPONdENTS SEE ThE IMAGE OF PRIvATE 

EqUITy	deterioratiNG,	WhILST	

53% OF MeNa RESPONdENTS SEE AN 

iMProveMeNt
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New frontiers
Given that a central role of the private equity 
community is to seek new growth opportunities 
and then to act as a catalyst for that growth, many 
of today’s investors are finding themselves at the 
centre of the evolution of a true global economy 
and the continuing search for new corporate 
frontiers.

While there are perhaps few ‘true’ frontier 
markets left, the shifting of the geopolitical and 
economic picture constantly impacts on where the 
next opportunity may lie. 

This time last year, for example, it would have 
been hard to imagine Myanmar being highlighted  
as frequently as it has been this year as a market 
with considerable potential for private equity 
investment. 

Likewise, the strengthening of the Japanese  
Yen has prompted a wave of interest from Japanese 
companies in acquiring foreign businesses. This 
type of activity has not been seen since the 1980s, 
with exit-hungry private equity firms keen to take 
advantage as potential vendors. 

As a continent, it is perhaps Africa that has the 
image of the last frontier for private equity, but  
even this region is already attracting considerable 
attention as investors from established markets like 
South Africa and MENA.

Summary
Growth remains the key and is driving the 
globalisation of the PE industry at all levels. 
Whichever route to growth is taken and whichever 
stage of the PE life cycle you are focussed on, you 
cannot escape geographical influences, particularly 
at this time when economic and political conditions 
differ so significantly from region to region. 

At the same time, private equity is also acting  
as a driver of globalisation. When globalisation is  
a component of the growth strategy, it can be 
tempting to focus too much attention on emerging 
markets, however, the international opportunity 
will vary considerably. For one PE the next 
frontier may be investing or accessing funds in 
a neighbouring country. For another it could be 
about assisting a portfolio company to access a  
new market, or to outsource manufacturing to a 
low cost environment. 

The search for profitable growth remains 
fundamentally about strategy rather than pure 
geographical expansion.

With fundraising high on the agenda, growth 
not only remains vital to the success and longevity 
of individual firms, but also for the subsequent 
success of the private equity industry as a whole,  
as regulators, media and politicians seek to observe 
and judge, supposedly in the public interest. 

Behaviours are changing in all aspects of the 
private equity industry, not least, as this report 
shows, how and where firms search for growth.
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The Private Equity life cycle: 
Fundraising

51%
oF	BRICS	RESPoNdENTS	SEE	ThE	FUNdRAISINg	ENvIRoNMENT	AS	
vERY NEGATIvE 

the fundraising environment
As is being widely reported, the fundraising 
environment is still characterised as very tough, and 
indeed many GPs feel it is getting tougher with all 
regions recording more negative sentiment this year 
compared to last.

This is especially evident in Asia Pacific and 
BRICS regions where over 50% of respondents see 
the fundraising environment as very negative, and 
another 30% see it as negative. Indeed the BRICS 
show the steepest decline in this measure since 2011 
and it is the Indian PE firms in particular that have 
the most negative outlook on the ability to raise 
new funds. This is a significant shift from only a 
few years ago where fundraising in these once  
high growth territories led to significant funds 
being raised.

North America and MENA are the regions 
where there is some positivity about raising 
new funds, but even here, only around 20% of 
respondents feel positive about prospects. Many 
GPs point to a divided market in which a select 
group of top-performing managers are raising  
funds with relative ease, while the rest are finding  
it very difficult.

The fundraising environment is evolving 
and there remains a considerable amount of 
apprehension in the PE industry as to what the final 
outcome will be for their firm. For now, if firms 
feel confident or upbeat about raising new money, 
they remain in a small minority and perhaps have 
a huge competitive advantage that will bear fruit in 
the coming years.

FiGure 2: hoW	do	yoU	vIEW	ThE	CURRENT	FUNdRAISINg	ENvIRoNMENT
PERCENTAGE OF RESPONdENTS

ASIA PACIFIC
2012
2011

BRICS
2012
2011

MENA
2012
2011

NORTh AMERICA
2012
2011

WESTERN	EURoPE
2012
2011

  vERY POSITIvE      POSITIvE      NEUTRAL     NEGATIvE      vERY NEGATIvE      N/A
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Fund size
Despite the challenging environment, almost half 
(45%) expect their next fund to be larger than its 
predecessor. However, sentiment is slightly less 
bullish than in 2011, when 56% expected the fund 
to be larger and there is now a higher proportion of 
respondents expecting no growth in their fund size 
this time round.

It is the MENA region where PEs are most 
confident about raising larger funds. This is the 
first sign in the research of the apparent confidence 
inherent within this market when compared to the 
other regions. Whether this is due to a PE market 
that has yet to mature or due to the genuine growth 
prospects of a region yet to be established, either 
way this is the region where optimism is at its 
greatest.

“Fundraising is hard. the two or 
three firms that are seen as the 
top performers have found it easy 
and been quick to raise. With the 
superannuation funds there is still 
money there, but there is a real
flight to quality and consistency.”

australian survey respondent

“amongst those raising india-specific 
funds there is a real split – a few good 
funds that are oK and a lot that are 
struggling to raise second generation 
vehicles.”

indian survey respondent

“the next fund is likely to be slightly 
bigger to account for the low 
leverage environment.”

German survey respondent

FiGure 3: FUTURE	FUNd	SIzE	vERSUS	PREdECESSoR
PERCENTAGE OF RESPONdENTS

ASIA PACIFIC              39                                          46                                                    15

BRICS 48                                                     44                                                 8

MENA 60                                                                    30                               10

NORTh AMERICA 48                                                     48                                                      4

WESTERN	EURoPE	 38                                      49                                                         13

   LARGER      SAME	SIzE      SMALLER

“China is still on top of many LPs’ radar, but it’s a very 
tough fundraising market out there. There’s no doubt 
that all LPs are now much more thorough in the time and 
attention that they’ve spent in due diligence than ever.”

euGeNe ha
Grant thornton honG KonG

“demands are not increasing in terms of returns, 
but they are in terms of the agreements, such 
as the management fees, governance and the 
sharing of returns.”

uK survey respondent



FiGure 4: FACTORS CONSIdEREd IMPORTANT IN ATTRACTING LPS
PERCENTAGE OF TOTAL RESPONSES

Track record 37

Team 15

Coherent strategy 14

differentiated 6

dealflow 5

Consistency 4

IR focus 3

Operational value add 3

Longevity 3

Fund structure 2

Succession 2

Others 6

attracting lPs
Unsurprisingly, a demonstrable track record is the 
key attribute that GPs feel they need to exhibit 
in order to successfully attract LP commitments 
in today’s market. 100% of respondents in Asia 
Pacific note that track record is an important factor, 
as LPs increase their own due diligence on PEs and 
their ability to discriminate in generating returns. 
Two other key areas in which GPs feel they need to 
impress are:
i) in the presentation of a coherent, and often 

differentiated, investment strategy and 
ii) a team that inspires confidence, attracts and 

selects good return investments and delivers  
this strategy.

“European GPs need a very sharp answer to the question 
‘why invest in Europe right now?’ – basically you need 
to be able to show a strategy that can generate growth in 
the current environment.”

thierry dartuS
GRANT ThORNTON FRANCE

“demands are increasing in terms of information 
and due diligence during the fundraising stage, 
and then information and reporting in the 
investment phase. there’s also more attention 
on terms – in particular, lPs want to know what 
they will get in return for committing early.”

uK survey respondent

“No matter what anyone says – there is only 
one thing you need to demonstrate and that’s 
how you have performed in the last four years. 
Sure, team stability and long-term track record 
through the cycles are all well and good, but it’s 
what you have done in the last few years that 
really matters.”

Spanish survey respondent
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“The market is dividing. Some will find it 
comparatively easy, some will find it almost 
impossible and will need to restructure. The 
fundraising experience can be very positive for certain 
types of strategy and neutral for others. If you have an 
attractive investment thesis with proven performance 
then your offering will be attractive to LPs.”

daN GalaNte
gRANT	ThoRNToN	US
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lP pressure
The shift of power in the fundraising process 
continues to move towards the LPs at a rapid 
rate. Many LPs are using this power to apply an 
increasingly structured and focused investment 
process, not dissimilar to that used by private 
equity firms themselves. The shoe certainly appears 
to be on the other foot.

The results of the research show that there 
is no let-up in the pressure PEs are feeling from 
LPs. Indeed two thirds of GPs see LP demands 
increasing further in the future.

Transparency and improved communication 
are, not surprisingly, still the key areas in which 
LPs are exerting more pressure, especially in 
relation to on-going portfolio performance issues 
and the way in which the GP’s stated strategy 
is being executed. However, with an increasing 
number of GPs in the market seeking to raise new 
capital, the past year has seen a renewed focus on 
issues surrounding fund terms and conditions and, 
in particular, the topic of fees.

There is a fourfold increase in reported  
pressure on fees from LPs and this will continue  
to have substantial implications on PE firms and 
the fundraising process.

It appears as though this is creating an 
interesting paradox whereby LPs need more 
information and transparency yet the PE firms may 
have more slender resources from which to fund 
increases to back office functions. This appears to 
reaffirm the view expressed last year, that the gulf 
between the winners and losers is widening and that 
once the dust settles, there will be casualties as the 
weak and underperforming firms who cannot meet 
the demands of LPs fall by the wayside.

FiGure 5: AREAS OF INCREASING LP dEMANdS
PERCENTAGE OF TOTAL RESPONSES

Transparency 

Fees 

Governance/ESG 

Performance 

Co-investment 

Commitment to strategy 

Alignment 

value drivers 

dealflow 

Reference taking

   2012       2011    

40
42

29
6

13
23

6
20

5
1

3
4

1
1

1
2

1
1

1
0

“Private equity fundraising and transactions decreased 
in China this year, as weak markets making IPO 
exits tough while continued high valuations putting 
investors off. In Asia, China continues to dominate 
fundraising, however, with local currency funds taking 
up a larger share of the total.”

barry toNG
Grant thornton honG KonG
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Changing lP bases
Looking at the composition of LP bases across the 
globe, there is once more an element of negativity in
the responses, with an increasing number of PEs 
expecting to see some LP churn in their next fund. 

re-up levels
Re-up levels are expected to fall: a major issue  
for PEs in an environment that we have already 
established as being challenging and more intense. 
North American GPs tend to be most positive 
regarding re-up rates, which supports the finding 
that they are generally less concerned about current 
fundraising conditions.

Family offices
With continuing uncertainty in the core 
institutional investor market, a large proportion of 
GPs expect to see family offices better represented 
in their next funds. This is expected particularly 
in Western markets and Asia Pacific, but less so in 
MENA, reflecting the fact that domestic families 
are already big investors in the region.

domestic vs. international
In terms of geographic sources of LP capital, the 
picture is very similar to 2011, with around half  
of GPs explaining that their investor bases are at 
least 50% accounted for by domestic LPs. 

However, there are huge regional differences in 
this respect. 100% of North American respondents 
state that domestic LPs are likely to make up the 
majority of their LP bases, highlighting that the 
North American market appears to remain self-
sufficient for funding. 

Conversely, in the BRICS and Western Europe 
only around 20% expect domestic investors to 
be in the majority. The reasons for this are very 
different with European investors shying away 
from local investments and looking elsewhere, 
whilst the BRICS trend indicates that the majority 
of investment in those countries is still expected to 
come from overseas and Western markets.

“in the next fund, first-time investors 
with us will account for a higher 
proportion than currently. We expect 
to lose lPs through no fault of ours or 
theirs.”

French survey respondent

“I think the number of family offices will increase – 
they are looking more and more at overseas markets.”

iaN CooKSoN
gRANT	ThoRNToN	US

2012:

40% oF	NExT	FUNdS	To	BE	MAJoRITy	FUNdEd	By		
FIRST TIME INvESTORS

2011:

24% oF	NExT	FUNdS	To	BE	MAJoRITy	FUNdEd	By		
FIRST TIME INvESTORS

FiGure 6: PRoPoRTIoN	oF	doMESTIC	LP	INvESToRS	IN	FUNd
PERCENTAGE OF RESPONdENTS

ASIA PACIFIC 27                            18                  18                  37

BRICS 42                                               23                       4   8      23

MENA 33                                   67                

NORTh AMERICA 100

WESTERN	EURoPE	 6     35                                      35                                       9        15

gLoBAL	RESULT	 15               22                      15              5   43

   NONE      MINORITY      SIGNIFICANT MINORITY      hALF      MAJORITY

“lPs want to negotiate on 
management fees and to co-invest 
with the GPs on favourable terms to 
them.”

South african survey respondent

“yes, there has been some demand 
for segregated accounts from some 
of the bigger lPs and there has been 
deal-by-deal fundraising for renminbi 
investments.”

Chinese survey respondent
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   Sources of deals
There is continuing speculation in Europe and 
North America, where debt for equity swaps took 
place within the global financial crisis, regarding 
the potential deal flow originating from banks 
selling assets that they took control of during the 
downturn. Although thus far, this has largely failed 
to materialise.

As far as corporate divestments are concerned, it 
is interesting to note that their expected importance 
is on the rise in Western Europe and North 
America. Boards are looking to realise cash to shore 
up balance sheets or to use the downturn to tidy 
up their corporate structure and create shareholder 
value by selling off non-core assets.

“Secondary transactions will be the most 
significant source of deals over the next 12 
months owing to the number of funds that 
committed capital four or five years ago.  
this will provide a key investment stream. ”

russian survey respondent

“Banks remain very supportive of many 
underperforming assets, perhaps conscious of creating 
further negative goodwill with the public and media.”

MartiN Goddard
GRANT ThORNTON INTERNATIONAL

The Private Equity life cycle: 
Investment activity

FiGure 7: ExPECTEd	SoURCES	oF	dEALFLoW
PERCENTAGE OF RESPONdENTS

  CORPORATE dIvESTMENTS  

  FAMILY/PRIvATE 

  SECONdARY TRANSACTIONS 

  PUBLIC	MARKETS 

  OThER 

33

47

16

13



FiGure 8: KEy	FACToRS	IN	IdENTIFyINg	ANd	WINNINg	dEALS
PERCENTAGE OF TOTAL RESPONSES

Corporate/entrepreneur networks 

Track record/reputation 

Advisory relationships 

Sector expertise 

Local presence 

Price 

value add proposition 

Management chemistry 

Access to capital 

Strategic differentiation 

Speed 

deal process management

   2012       2011    
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deal origination
With plenty of capital chasing relatively few quality 
opportunities, the emphasis in originating deals 
remains focused on relationships. Whilst corporate 
and entrepreneur networks are still seen as the most 
important factor, though less so than last year, it is 
still very much the case that GPs realise that they 
can’t just rely on this to originate and win deals, 
reflecting the increasingly competitive environment.

Emphasis is needed on more factors now, 
including showing a track record and some strategic 
differentiation. Most interestingly, and the one 
factor that has notably increased year on year, is 
the need to build rapport and a good relationship 
with the management team. This result shows how 
PEs are further relinquishing power, this time to 
potential investee companies. Private equity, it 
appears, has in part evolved from a provider of 
growth finance to being seen as an investor who 
now need to articulate their own growth strategy to 
convince management teams to partner with them. 
Both parties in a transaction need to evidence and 
illustrate how each of them will deliver value and 
growth to ensure the investment succeeds. 

In highly competitive markets, such as the US, 
it is notable that price has risen in importance as  
a deal-winning factor which reflects the circa.  
$1 trillion of uninvested PE funds that are chasing 
transactions.

22
24

13
10

12
12

11
11

9
10

8
8

7
8

7
3

5
6

4
1

1
1

1
6

“Many of the deals are intermediated so you need 
to have strong links with advisors, but increasingly 
you need to have a good reputation and strong 
reference points in the owner networks. being 
able to pay the top price also helps.”

indian survey respondent

“local presence and a big enough team to source proprietary deals 
are both key in brazil. that said, the investment banking network is 
very developed and it is possible, when you have good relationships 
with them, to convince them to sell assets outside of competitive 
processes.”

brazilian survey respondent
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New deal activity
Globally, private equity investment activity is 
expected to stay the same or rise over the coming 
year, although expectations are more cautious than 
they were in 2011.

Unsurprisingly, Europe’s confidence regarding 
deal activity has taken a significant hit with only 
27% expecting an increase in activity this year 
compared to 50% last year. 

As is becoming apparent throughout the report, 
the North Americans are again appearing to enjoy 
a buoyant market, with no respondent expecting a 
decrease in activity and just under 60% expecting 
an increase in activity. This sentiment is also shared 
by those in MENA further illustrating that this 
may well be the up and coming region for PE 
activity.

However, it is within the BRICS where the 
most significant and perhaps most surprising results 
are. While growth has slowed to a degree in South 
America, there is still a good level of underlying 
confidence. Expectations for deal activity remain 
high as many private and investee companies that 
have benefitted from a decade of growth look to 
some form of M&A activity in the next year.

It is in the Chinese and Indian markets where 
there is a substantial downturn in confidence 
regarding deal activity. 

The Chinese slowdown has been predicted by 
many and is starting to occur, albeit growth remains 
above 7% and no doubt this is impacting on 
transaction activity confidence. India is under more 
than just economic pressure, with political burdens 
and policies having an adverse effect on corporate 
growth. It is here where the PE industry may see 
the greatest change over the next year, despite being 
regarded by many as a PE hot spot.

“I expect private equity investment activity to increase 
over the coming year. There is a bunch of money still 
on the sidelines that people are looking to put to work; 
funds that were raised in 2007 and 2008 now have 
commitment periods that are close to expiry.”

Steve luKeNS
gRANT	ThoRNToN	US

FiGure 9a: ExPECTEd INvESTMENT ACTIvITY BY REGION
PERCENTAGE OF RESPONdENTS

ASIA PACIFIC 50                                                       44                                                6

 BRICS 46                                                  22                      32

MENA 60                                                                   33                                    7

NORTh AMERICA 59                                                                 41

WESTERN	EURoPE	 27                           64                                                                         9

   INCREASE      STAY ThE SAME      dECREASE

 FiGure 9b: INvESTMENT ACTIvITY – KEY BRICS MARKETS
 PERCENTAGE OF RESPONdENTS

 LATIN AMERICA
 2012 78                                                                                        22
 2011 89                                                                                                     11

 INdIA 
 2012 33                                   22                      45
 2011 78                                                                                        22

 ChINA
 2012 33                                   11         56
 2011 25                         50                                                       25

   INCREASE      STAY ThE SAME      dECREASE
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 Sectors
Overall, the top four sectors for private equity 
in 2012 are the same as those in 2011: consumer, 
healthcare, business services, and industrials & 
manufacturing, though notably the interest in 
consumer markets is significantly down on 2011, 
underlining the cautious view PEs have of the 
global economy and the spending power of the 
world’s population.

On the contrary, healthcare has shown the 
greatest increase in interest, and is the only sector to 
rank in the top four across all regions. These results 
further underline the willingness to capitalise on the 
ongoing demographic shifts of an ageing population 
and continued demand for high quality healthcare 
provision in higher growth countries.

Around the world, different sectors are 
expected to take on greater significance in different 
regions. The BRICS countries expect to see a 
material uptick in activity in financial services.  
The more mature Western markets are likely to  
see more business services related activity 
and, interestingly in Europe, certain types of 
manufacturing are in demand, where the quality  
of skilled manufacturing businesses and intellectual 
property remain of great interest to PEs. These 
businesses have little competition from the high 
growth economies due to their inherent skill base 
and expertise which is in high demand across the 
world.

19
22

19
12

15
15

12
13

7
5

5
5

5
5

4
4

4
5

4
3

3
4

2
4

1
3

“Healthcare and education remain key sectors for Australian GPs given the ageing population and 
skill shortages being experienced. There are lots of high quality, profitable healthcare companies in 
Australia that can compete on the international stage. This area, and education, are generally less 
volatile too and continue to be supported by government policy.”

Paul Gooley
gRANT	ThoRNToN	AUSTRALIA

“Growth in business services should 
outpace other sectors as companies 
are outsourcing more and relying on 
third parties more.”

united States survey respondent

“the main sectors are still all the 
consumption-driven ones – from 
consumer products to financial 
services and even infrastructure.”

indian survey respondent

“entry multiples in india are falling 
and i expect they’ll continue to do so, 
although not as fast as those in the 
public markets are falling.”

indian survey respondent

FiGure 10: FORECAST MOST ACTIvE SECTORS – OvERALL
PERCENTAGE OF TOTAL RESPONSES

Consumer 

healthcare 

Business services 

Industrials & manufacturing 

Financial services 

Education 

TMT 

Food & agribusiness 

Natural resources 

Software & IT services 

Energy 

Infrastructure 

Real estate & construction 

   2012       2011    



 Global private equity report 2012  13 

Competition
Private equity remains its own largest competitor 
for new deals, but trade buyers continue to pose 
a significant threat where their strategic angle, 
sector knowledge and strong balance sheets can 
enable them to move quickly and sometimes pay a 
premium.

This is particularly evident in the developed 
markets, but also, interestingly, in Asia Pacific as 
strategics look to tap into the favourable growth 
environment.

Pricing
Globally, entry multiples are expected to stay the 
same or start to decline, with this picture being 
similar across all regions.

In Western markets, it appears that GPs expect 
prices to remain similar to last year. However, this 
masks the continuing polarisation in those M&A 
markets where the quantity of private equity and 
trade capital chasing opportunities are enhancing 
multiples for top quality assets, whereas lower 
quality opportunities struggle to obtain interest  
and consequently attractive price. 

Expectations for a fall in multiples are notably 
strong in the BRICS and Asia Pacific. Once more, 
this trend is most striking in India, where the 
cooling off of overheated public markets in recent 
times is expected to finally translate into falling  
private sector multiples. Lower deal activity and 
lower multiples provide a forecast for the next 12 
months that may lead to a stagnant PE industry,  
at least until some of the political and fiscal issues 
alleviate.

With the quantity of uninvested funds and the 
high prices being one of the key differentiators 
for GPs in the North American market, it is no 
surprise that this region has the highest expectation 
of price increases globally, although even here only 
around a quarter of GPs expect to see this.

“trade buyers have been more active than Pe funds 
recently. however, we don’t always see them as 
competition as such, as they can potentially be  
co-investors and we like the strategy of partnering  
up with a strategic.”

vietnamese survey respondent

“Strategics have emerged in the last six months as very 
aggressive buyers. these are mainly uS-based strategics. 
in our size range – north of $30m ebitda – we are also 
starting to see some international buyers from europe, 
South america and asia.”

united States survey respondent

FiGure 11: ExPECTEd	SoURCES	oF	CoMPETITIoN
PERCENTAGE OF RESPONdENTS
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FiGure 12a: ExPECTEd	ENTRy	MULTIPLES	By	REgIoN
PERCENTAGE OF RESPONdENTS

 ASIA PACIFIC 6     50                                                       44

BRICS 11         38                                        51

MENA 13           74                                                                                   13

NORTh AMERICA 25                         64                                                                        11

WESTERN	EURoPE	 11         65                                                                        24

   INCREASE      STAY ThE SAME      dECREASE

 FiGure 12b: ENTRy	MULTIPLES	–	KEy	ASIA	PACIFIC	MARKETS
 PERCENTAGE OF RESPONdENTS

 ChINA/SE ASIA
 2012 10        32                                 58
 2011 40                                           20                    40

 INdIA
 2012 11         89 
 2011 11         56                                                              33

   INCREASE      STAY ThE SAME      dECREASE



FiGure 13: EASE	IN	SECURINg	dEBT	FINANCE
PERCENTAGE OF RESPONdENTS 
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debt finance
Access to debt remains problematic for new deals; despite  
this, over three quarters of respondents state that sources of 
leveraged finance have not changed significantly, but there  
is a strong focus on protecting existing bank relationships.

Debt funding is less of a consideration and an issue in 
markets where growth capital is of more significance (eg 
MENA, Asia Pacific), but is widely perceived to be difficult  
to obtain if it is required, due to less developed debt market 
infrastructure and/or legislative constraints on debt funding.

In particular it is worth noting the different views of GPs 
based in North America and Western Europe; while access to 
debt is considered relatively easy (if expensive) by the former, 
Europeans still see it as a significant challenge, particularly for 
larger deals. However, the two markets remain closely linked, 
and some respondents believe the US will start to suffer if the 
eurozone challenges are not resolved soon.

In these Western markets, traditional lenders are willing to 
lend to quality opportunities. That said, alternative sources of 
debt are beginning to emerge in the form of specialised debt 
funds and increased use of vendor finance in some cases.

The issue of ‘problem loans’ is generally not felt to be as 
significant as many may have feared, although concerns appear  
to be more apparent in Western Europe than in North America. 
European respondents see the debt maturities as a major issue, 
providing another piece of evidence to suggest that the North 
American market has a buoyant outlook.

“The buoyant European bond market and the different 
mainstream leverage market is creating an interesting shift 
of where PEs are and may go to raise debt.”

MiChael Neary
GRANT ThORNTON IRELANd

“debt funding is fine in the uS, although financial 
uncertainty in europe may well impact this.”

united States survey respondent

“the market is split and it really depends on the asset:  
if it is one with a good credit history and well known to  
the banks then raising debt is easy. if not, it can be very 
difficult. the banks are so risk averse.”

German survey respondent
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FiGure 14: ExTENT	To	WhICh	APPRoAChINg	WALL	oF	dEBT	MATURITIES	IS	
ExPECTEd	To	BE	AN	ISSUE
PERCENTAGE OF RESPONdENTS
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economic outlook
A trend to a more cautious economic outlook 
is particularly evident in North America, where 
generally positive economic conditions are offset by 
concerns regarding Europe and the US Presidential 
election.

Overall sentiment in Western Europe has held 
up better than might have been expected given the 
scale of current economic travails. This perhaps 
reflects the fact that many GPs have dealt with 
problems in their portfolios and focused their  
new investment activity on more defensive sectors.

Even in some of the markets which have 
expanded rapidly over recent years, the speed of 
growth has slowed noticeably and practitioners are 
increasingly realising that these economies are not 
immune to the impacts of the global downturn.

In keeping with this, across the BRICS 
sentiment is slightly more negative this time; while 
the outlook in Brazil remains broadly positive, 
sentiment is more split in India and China, with 
some investors in the former having become 
notably bearish.

The Private Equity life cycle: 
Portfolio

 “there are too many external forces 
causing people to be cautious; the 
financial crisis in europe, the
slowdown of the Chinese economy 
and the high unemployment in North 
america.”

Canadian survey respondent

“Growth is slowing down in brazil, but 
it is still strong compared with most 
developed markets and
relatively isolated from macro 
problems elsewhere.”

brazilian survey respondent

“Some of the portfolio companies 
are seeing shakiness because of 
the current conditions – others less 
so because they are in less cyclical 
areas. however, if the worst happens, 
they’ll all be in trouble.”

German survey respondent

FiGure 15: ECoNoMIC	oUTLooK	FoR	PoRTFoLIo	BUSINESSES
PERCENTAGE OF RESPONdENTS
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Creating value
The drivers of value growth amongst portfolio 
businesses globally are seen to be very similar to 
those reported in 2011. 

Performance improvement at the companies 
themselves remains the top ranking factor, with its 
significance showing consistency over the last 12 
months.

Where there has been a change, it is often as a 
result of market growth increasing in importance 
– this is particularly the case in MENA, driven 
especially by GPs in the UAE and Turkey.

The importance of performance improvement 
is echoed by the fact that virtually all private equity 
firms now position themselves as having hands-on 
involvement in their portfolio companies, with 
around half characterising their engagement as ‘very 
hands-on’.

The proportion of people expecting their level 
of engagement to increase has also risen since last 
year, especially in Western Europe, where growth 
is increasingly difficult to come by, but also in India 
and Brazil, where more control deals are likely to 
take place as the markets mature.

It is still relatively uncommon for firms to have 
a dedicated portfolio team (it is only the case for 
around 30% of respondents). Most firms prefer  
for the deal executives who negotiated the 
deal to follow an investment through its life 
(possibly supported by operating partners and 
external resource), as it is felt that this helps with 
the continual cementing of the management 
relationship.

FiGure 16: WhAT	IS	CoNSIdEREd	ThE	MoST	IMPoRTANT	dRIvER	oF	gRoWTh	WIThIN	yoUR	PoRTFoLIo
PERCENTAGE OF TOTAL RESPONSES

 Performance Market growth M&A growth
 improvement

 Financial Multiple
 engineering arbitrage

43 29 19 36

43 29 19 36

“you are generally banking on market 
growth, but, to be safe, you also have 
to drive value via organic means and 
cost cutting etc.”

uae survey respondent

“We seek to create global niche leaders, so it 
can be about making multiple acquisitions all 
over the globe (we did 11 or 12 acquisitions 
with one firm) or it can be about shifting 
manufacturing bases to China or Poland or 
Mexico. or it might even be about outsourcing 
manufacturing completely to third parties.”

Norway survey respondent
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operational engagement
In terms of the private equity firms’ view on 
the ways in which they contribute most to the 
development of their portfolio companies, the three 
top factors remain unchanged and were shown to 
be increasingly important, these being: strategic 
input, financial planning and human resources.

The importance of top-quality management is 
accentuated in difficult trading conditions, with  
this reflected by the increasing importance of GP 
intervention in senior recruitment.

Also it is worth noting that if improving 
governance and overall professionalisation of 
portfolio companies are combined this would 
become a top three ranked factor, reflecting its 
increasing importance. This was most prominent  
in countries including Brazil, India and Russia, 
as private equity managers become more directly 
involved in their portfolio businesses.

In Western Europe, it is notable that 
the significance of helping companies to 
internationalise, as well as the role of management 
mentoring, are rated particularly highly compared 
with other regions, reflecting the relatively low 
growth prospects in domestic markets. Supporting 
this, assistance with M&A is another key area in 
which private equity firms will be able to support 
their companies going forward.

FiGure 17: AREAS OF hANdS-ON INvOLvEMENT
PERCENTAGE OF RESPONdENTS
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“We’re very hands-on. We’re one 
of the few private equity firms in 
China that does buyout deals and 
by necessity we have a lot of money 
invested in each company, so we  
like to be hands-on.”

Chinese survey respondent

“We see control deals becoming more 
common and these will require much 
more operational input.”

indian survey respondent

“our hands-on involvement will 
increase, partly because the market 
dictates that, but also because to 
avoid the highest entry multiples we 
are increasingly looking at the assets 
that need more attention, and we’re 
doing more buy-and-builds.”

uK survey respondent
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environmental Social Governance (eSG)
ESG is a subject that is of at least some relevance  
to GP respondents globally, and for many it is 
growing in significance. Only really in North 
America is there notable evidence of private equity 
firms attaching little relevance to the subject, 
although views in China are also rather mixed.

The trend towards growing awareness of ESG 
reflects the fact that private equity practitioners 
are moving on from simply seeing adherence to 
ESG principles as ‘best practice’ and a necessity  
to meet the demands of regulators and LPs.

Despite increasingly widespread recognition 
of the importance and necessity of engagement 
with ESG, some GPs do highlight the additional 
administrative burden that compliance brings.

“Since last year’s Grant thornton 
survey, we have designed and 
implemented a complete eSG 
programme at company level and we 
are now rolling this out across the 
portfolio. it has gained us an award 
from a top global fund-of-funds. it is 
an increasingly important issue.”

vietnamese survey respondent

“it’s a constant focus. We implement 
an eSG review at the time of 
acquisition or just after to identify 
areas to improve and then work to 
implement. it’s changing because on 
top of the environmental and social 
impact there is also an economic 
impact.”

indian survey respondent

“We are getting pressure from lPs on 
this so it is an increasing trend. We 
are trying to make it a more formal 
process and one that has business 
and economic rationale too, not just 
an administrative exercise.”

Swedish survey respondent
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FiGure 19: RELEvANCE OF ESG
PERCENTAGE OF RESPONdENTS
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FiGure 18: dRIvERS OF ESG AdOPTION
PERCENTAGE OF RESPONdENTS
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the exit environment
Compared with last year, fewer GPs expect to see 
increasing levels of exit activity over the coming  
12 months.

This masks two contrasting trends. On the one 
hand, the pressure on PEs to show exits ahead of 
fundraising shows no sign of abating. On the other, 
buyers continue to be highly selective and, as a result, 
many selling GPs report that their pricing expectations 
and requirements are often still not being met.

However, almost half of respondents do expect 
to see increasing levels of exits, with many feeling 
that they have to rise from current low levels.

On average, activity is expected to be fairly well 
balanced in terms of buying and selling amongst 
participating private equity firms, particularly in 
the more developed markets of North America and 
Western Europe, but also in Asia Pacific.

A number of respondents indicate that they 
intend to buy and sell in equal amounts in any 
given year, while others highlight the stage they  
are at in the PE cycle as the key determinant of the 
balance. In the MENA countries, in particular, the 
focus in the post Arab Spring environment is much 
more likely to be on future growth and investment 
opportunities than exits.

The Private Equity life cycle: 
Exits

“Exit levels should stay broadly at the same levels as PE houses need to realise  
their investments and return capital to their investors. Economic conditions and 
valuations will influence this to some extent, but what will make more of  
a difference will be the health of corporate balance sheets and the state of the  
debt markets.”

Mo Merali
gRANT	ThoRNToN	UK

15% dECREASE IN ExPECTEd ExIT 
ACTIvITY FROM 2011 TO 2012

FiGure 20: ExPECTATIoN	FoR	BALANCE	oF	BUyINg	ANd	SELLINg	
ACTIvITY
PERCENTAGE OF RESPONdENTS
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exit routes
With corporates continuing to enjoy healthy 
balance sheets, trade sales are consolidating their 
position as the exit route of choice for PE-backed 
companies. 

Several respondents comment on the relatively 
high prices trade buyers are able to pay in order 
to secure high quality assets that they believe 
will bring strategic synergies. These synergies are 
increasingly tied to globalisation, with the majority 
of GPs expecting overseas corporates to feature 
more and more as potential acquirers of portfolio 
assets.

Opinions of secondary buyouts vary from 
the Western markets, where they are often seen 
as a necessity to generate liquidity, to the more 
emerging markets where they are increasingly  
seen as a sign of industry maturity.

Initial Public Offerings (IPOs) are becoming 
even less relevant as an option for liquidity and this 
is evidenced by specific regional trends.

There are some noteworthy differences in 
BRICS and MENA this year, where IPOs are 
expected by several respondents to be replaced by 
secondary deals in terms of significance. This is of 
note, because last year these regions were seen as 
the largest drivers of IPO exit activity around the 
globe and nowhere is this trend more stark than in 
Brazil.

“Exit activity is likely to pick up as a result of fund 
cycles. Funds have a lot of money they are going to 
have to spend, which will drive demand and entice 
people to sell. At the same time, people have been 
holding off divesting, but there comes a time when 
they need to sell.”

troy MaCdoNald
GRANT ThORNTON CANAdA

“Strategics are viewed as the holy grail because 
they are willing to pay out for synergies with 
the company. We’ve been increasingly adopting 
a dual-track strategy where we prepare a firm 
for iPo and then sell to a strategic or financial 
sponsor.”

united States survey respondent

FiGure 21: ExPECTEd	ExIT	RoUTES
PERCENTAGE OF RESPONdENTS
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“trade sales have to be what you plan for  
– preferably to international buyers.”

uae survey respondent
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“Certainly the lPs are not so keen on them, but 
secondaries will become a useful tool to provide 
some liquidity.”

hong Kong survey respondent

“it might be a little more competitive than the 
last 12 months, but what will certainly happen 
is that the gap between the best and the worst 
returns will widen.”

German survey respondent

exit returns
Globally, this year’s findings suggest that the 
relative negative sentiment  indicated last year 
remains, as the majority of respondents expect 
returns to stay the same, while a third expect 
returns to get worse. 

The countries with the most optimistic 
outlook are the UAE and, interestingly, India 
where returns have perceived to have been very 
low to date, and is a positive news story from 
a country that appears to have many factors 
impacting negatively on the PE market. Those at 
the other end of the spectrum include respondents 
in Western Europe, Asia Pacific, Brazil, Russia 
and Canada.

Pressure on returns reflects a variety of 
industry-specific and macroeconomic factors, 
including: high prices on the buy-side linked to 
levels of competition for quality assets; generally 
poor exit conditions, particularly the weak capital 
markets; the overall lower growth environment; 
and increasing costs as a result of regulation.

In addition, it is also noted that the higher 
equity contribution to deals now may apply further 
downward pressure to returns in the medium term.

A number of respondents make the point that 
with PE firms tending to hold on to assets where 
possible in the hope that conditions will improve, 
IRRs may fall while multiples are forecast to suffer 
less.

“IPO markets were very important to the industry, 
but have been totally closed for over a year. When that 
happens trade sales have to take up the slack.”

WaNder PiNto
gRANT	ThoRNToN	BRAzIL

FiGure 22: ExPECTEd	AvERAgE	RETURNS	2011	vS.	2012
PERCENTAGE OF RESPONdENTS

2012 18                  49                                                      33

2011 35                                      39                                         26

   INCREASE       STAY ThE SAME       dECREASE

FiGure 23: ExPECTEd	AvERAgE	RETURNS	By	RESPoNdENT	REgIoN
PERCENTAGE OF RESPONdENTS

ASIA PACIFIC
2012 21                      50                                                        29
2011 38                                          24                        38

BRICS
2012 21                    38                                          41
2011 29                              42                                               29

MENA
2012 59                                                                  33                                    8
2011 50                                                        42                                              8

NORTh AMERICA
2012 18                 50                                                        32
2011 34                                     45                                                  21

WESTERN	EURoPE
2012 5   60                                                                     35
2011 35                                      35                                     30

   INCREASE      STAY ThE SAME      dECREASE
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high growth opportunities
The research of the private equity life cycle paints a 
relatively negative picture of the industry in terms 
of confidence and future activity and returns. In 
this special report on the search for growth, we 
investigate where GPs from around the world are 
seeking to expand or invest to ensure they maximise 
their returns and take advantage of economies 
where growth is most likely in the medium term.

High growth markets offer local PEs 
opportunities to drive expansion in neighbouring 
countries, creating pan-regional franchises. 

The term ‘emerging markets’ has become 
misleading, encompassing an extremely broad 
range of countries and scenarios. While the growth 
in these countries outstrips that seen in Western 
markets, the search for growth leads local private 
equity firms to keep a watchful eye on where 
tomorrow’s dealflow will originate, particularly  
as some of their home markets show signs of  
over-heating.

Whereas a move to new unknown territories 
may be a risk too far for many western funds, 
investors based in high growth regions typically 
have good visibility of the next frontier markets 
within their region. They often see them as an 
opportunity to access attractive economic growth 
based on favourable demographics and improving 
socio-political circumstances, as well as mitigating 
risks in any one market.

Special report:  
The search for growth

“yes absolutely – we are looking at 
opportunities in North africa already.  
We may well need an office there too.”

uae survey respondent

“Where private equity can add significant value is  
by helping companies to globalise, expand through 
acquisition and set up direct operations in overseas 
markets.”

iSaC SteNborG
gRANT	ThoRNToN	SWEdEN

FiGure 24: do	yoU	INTENd	yoUR	FIRM	To	MAKE	INvESTMENTS	oR	oPEN	oFFICES	IN	
NEW	hIgh	gRoWTh	MARKETS	ovER	ThE	NExT	2-3	yEARS?
PERCENTAgE	oF	RESPoNdENTS	Who	hAvE	ExPRESSEd	AN	INTENTIoN,	By	REgIoN 
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FiGure 25: ATTRACTIoNS	oF	NEW	MARKETS
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attractions of new markets
As well as the high growth characteristics of 
many of these frontier markets, another particular 
attraction for GPs is the current low penetration  
of private equity. While this almost always comes 
with a large slice of risk, PEs are attracted by the 
under-served nature of these countries and the 
opportunities this can bring to those willing to  
play a pioneering role.

 The risks associated with entering these 
markets are somewhat mitigated for GPs operating 
from regional hubs by factors including similar time 
zones and potentially similar business cultures.

In practical terms, accessing dealflow in these 
frontier markets can involve investments made out 
of the regional hub or the opening of a local office. 
The former is the preference of many, although in 
MENA in particular, more GPs do plan to extend 
their network on a regional basis over the coming 
year.

“For the true ‘emerging’ markets the attraction is that 
they are largely uncharted and have relatively low 
private equity penetration.”

KeN atKiNSoN
GRANT ThORNTON vIETNAM

“Compared to previously, we’re no longer making investments 
outside the uS. as a fund we are back to the uS and moving down-
market and doing smaller deals. Smaller deals require more time 
with management and it’s much easier for us to do a two-hour 
plane journey within the uS than travel out to india to help a smaller 
company.”

united States survey respondent

“brazil is overheating, so i would say Colombia, 
Mexico and perhaps certain parts of Central 
america are of interest.”

Peruvian survey respondent
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“PEs are actively seeking ways to access the new 
and high growth economies. Teams and contacts 
are being set up and this access is starting to be 
seen as an important differentiator for many 
Western PEs.”

Kai bartelS
GRANT ThORNTON GERMANY

“Private equity in emerging markets is 
challenging because of the governance risks and 
the absence of deep capital and M&A markets 
to enable exits. An understanding of the local 
situation is key to success in these markets.”

hariSh hv
GRANT ThORNTON INdIA
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the next move of Western Pes
In the relatively low growth Western markets, PEs are acutely aware 
of the new geographical opportunities, but often do not plan to explore 
them in great depth for new deal opportunities.

Perhaps not surprisingly given the cultural similarities, a mutual 
attraction is evident between North America and Western Europe, 
although while Europeans are enticed by the improving status of the  
US economy, American GPs expect to see more distressed opportunities 
originating from Europe.

When describing areas of perceived opportunity, GPs in the lower 
growth markets of Western Europe and North America list a range of 
countries throughout the world. While some of these are markets in close 
proximity to the GP, many are more distant; the ‘gateway’ emerging 
markets of Brazil, India, and China are often mentioned. The ‘virgin’ 
frontiers, whilst on the radars of Western based GPs appear to be of less 
interest for direct investment, especially from those in North America. 

Despite this awareness of new geographical opportunities, many 
Western GPs do not plan to seek new deal opportunities in these higher 
growth regions. For reasons of remit, resource, expertise, and scepticism 
of opportunities versus risk, many prefer the relative safety of driving 
performance in businesses in their lower growth domestic markets. 

Supporting this, LPs more than ever need to be convinced that a GPs 
stated strategy can be delivered, and therefore any hint of investing in 
unfamiliar territories is likely to make them nervous.

However, this does not mean that the international door is closed 
in terms of the growth opportunities that it can offer. Western PEs are 
increasingly assisting their portfolio companies to grow internationally, 
either to access new markets, benefit operationally or enable them to 
become more attractive to international buyers.
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“turkey is the name that’s mentioned a lot. i think the bigger players 
are looking at the Far east. but a lot of them now are retrenching and 
saying, well actually, perhaps the markets that we know are better 
than the markets that we don’t know and perhaps there is a cyclical 
play, an economic cyclical play in uK, europe, North america. North 
america is bouncing already. So what i hear from lPs is interest 
in what’s happening in the Far east, and america and other exotic 
places, but the reality is that perhaps it is safer closer to home.”

uK survey respondent
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“We have a strong China bias and 
we think it will continue to be the 
pillar, but there is some promise from 
indonesia, Singapore, Malaysia and 
less so Myanmar.”

Chinese survey respondent

“South east asia generally is 
attractive – indonesia, Malaysia,  
etc. these countries have stable 
economic growth, but it’s probably 
mostly because competition in 
Greater China is so much keener  
than it was.”

hong Kong survey respondent

“We very much believe the best 
opportunities to make money will 
remain in india and China in the 
longer term. the interest we see 
in South east asian economies is a 
flavour of the month thing.”

indian survey respondent



Indian
respondents

Chinese
respondents

the next move for Chinese and indian Pes
China and India are two of the largest global economies and they 
continue to experience growth above and beyond that of the Western 
economies. As such, internal demand is still a big driver and focus of 
domestic GP attention. 

Given the significance and success of these countries it may be 
surprising to note that even GPs based in these countries consider 
international opportunities. 

However, and maybe unsurprisingly, the focus of their attention is 
South East Asia,   underlining the point that regional investment remains 
more attractive and less risky than investing further afield for PEs.

China-based GPs, if they are not entirely focused on their domestic 
market, have a particular eye on South East Asia. Indonesia tends to be 
the key focus of Chinese GP attention in the region. However, some 
Chinese GPs also highlight markets as diverse as India, Africa, South 
America and Europe as potentially being of interest from a private equity 
stand point.

The trend is similar for Indian GPs. While South East Asia is also 
regarded as a key area of private equity opportunity, Indian GPs are 
likely to identify a geographically diverse set of opportunities, including 
some Western markets, Russia and Australia.
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“Both local and international funds are becoming more 
active in South East Asia. There is increasing awareness 
about countries such as Indonesia, Vietnam, Thailand and 
Malaysia. A number of deals are happening in each place 
involving local and international players. They have 
strong economies. Australia also has a vibrant private 
equity community. Indonesia is probably the most 
attractive country, thanks to its growing middle class.”

Carol CheNG
GRANT ThORNTON ChINA
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FiGure 28: FUTURE	gLoBAL	INvESTMENT	oPPoRTUNITIES	FoR	PRIvATE	EqUITy	IN	KEy	hIgh	gRoWTh	
MARKETS
ThIS	ChART	hIghLIghTS	ThE	CoUNTRIES	IdENTIFIEd	By	RESPoNdENTS	IN	KEy	hIgh	gRoWTh	MARKETS	
WhICh	ARE	LIKELy	To	BE	oF	MoST	INTEREST	FoR	PRIvATE	EqUITy	INvESTMENT	IN	ThE	FUTURE
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“outside of brazil, the two more 
promising new markets are Peru and 
Colombia. they have strong growth, 
stable politics and the companies 
need cash to expand. in terms of 
sector, it will be pretty much the 
same as in brazil – consumer-
oriented, business services etc.”

brazilian survey respondent

“our view is that post-conflict 
countries offer the best opportunities 
for private equity – iraq, ethiopia and 
algeria being good examples.”

egyptian survey respondent

“We help with acquisitions more  
than anything else when it comes to 
international growth. Geographically 
it really depends – our Singaporean 
investees typically want to get into 
Greater China, while our Chinese 
investees want to get into Singapore 
because they see it as a springboard 
to the West.”

Singaporean survey respondent
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the next regional moves by Pes in high growth regions
While South East Asia is viewed by private equity investors across the 
globe as an attractive source of future private equity opportunities, 
it is rare for investors based outside the region to have a detailed 
understanding of the prospects at a country level. GPs based in the region 
itself highlight a broad range of ‘frontier markets’ outside of the more 
established hubs, with the most promising perceived to be indonesia, 
Malaysia and Myanmar.

The presence of Myanmar on this list illustrates how the opportunities 
on GPs’ radar may be very embryonic, but reflect an awareness of geo-
political developments and the structural opportunities at the country 
level that these can bring. A similar pattern is in evidence within the 
MENA region, where the post Arab Spring environment is expected to 
yield a landscape conducive to private equity activity.

Africa is sometimes described as the final continental frontier for 
private equity, and the views of South African GPs provide an interesting 
insight into specific African countries showing most promise. Ghana and 
tanzania are notable markets in this respect.

LATAM-based GPs point to the attractions of several up-and-coming 
markets on the continent, building out from Brazil as the pre-eminent 
market in the region. Peru and Colombia, in particular, are drawing 
attention due to their relatively strong growth and the volume of growing 
businesses that require injections of capital to fulfil their expansion plans.

Another market attracting much attention at present is turkey, both 
from MENA based firms and Western Europeans, who recognise its 
western style consumer dynamics, favourable demographics, and a  
mid-market with ‘Mittelstand’ characteristics.
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“There is interest in the rest of Africa from private 
equity players who are looking for investee companies 
that have the ability to expand into other African 
countries. Such businesses are more attractive to 
buyers (especially international trade buyers). We see 
opportunities in West Africa, countries like Ghana, 
and in Central Africa, countries like Zambia, whilst  
in East Africa, countries like Tanzania.”

JeaNette herN
gRANT	ThoRNToN	SoUTh	AFRICA
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Global buyers
Strategic acquirers are expected to continue to 
provide the dominant exit route for PEs in the near 
term. Moreover, the trend is for trade purchasers 
to be foreign, with approaching three quarters of 
respondents expecting at least half of trade sales to 
be international.

Globally, China and Japan, Europe and North 
America are the regions from which most GPs 
expect non-domestic strategic buyers to originate. 

 Of particular interest is the expected 
significance of Japan, reflecting the fact that 
the strong Yen coupled with sluggish domestic 
demand is encouraging international expansion. 
PEs globally expect to see Japanese buyers, and this 
is particularly the case in Europe, India and Asia 
Pacific.

Cash rich Indian corporates are also expected 
to be active, but typically only in Europe and to a 
lesser extent parts of Africa and the Middle East. 

Interestingly, few Chinese GPs expect Asia 
Pacific corporates to be active in their market,  
with most international bidders for their portfolios 
expected to originate from Europe, North America 
and to a lesser extent Japan.

Balancing this trend, European GPs expect to 
see considerable interest from Chinese strategics 
going forward, as well as from those based in the 
US. In turn, US portfolios are expected to be of 
interest to European trade buyers, underlining the 
continuing strength of the relationship between the 
two continents.

“i expect potential buyers to be more international – most likely 
from the uSa, but also from europe, China and Japan. however, this 
is also coupled with cash-rich turkish conglomerates bidding for 
companies.”

turkish survey respondent

“our recent exits to strategics have been to 
european and uS firms. We have had interest 
from and conversations with Chinese buyers 
but getting the deal done has been a different 
matter. they have not yet proved that they have 
what it takes to do this.”

australia survey respondent

FiGure 30: REgIoNS	ExPECTEd	To	BE	SoURCE	oF	NoN-doMESTIC	ACqUIRERS
PERCENTAGE OF RESPONdENTS

ASIA PACIFIC 11

BRICS 42

MENA 2

NORTh AMERICA 21

WESTERN	EURoPE	 24

FiGure 29: ExPECTEd	oRIgIN	oF	TRAdE	BUyERS
PERCENTAGE OF RESPONdENTS

  dOMESTIC

  50/50   

  INTERNATIONAL    

31%

“Strategic buyers are certainly originating from 
developed Western markets like the US and Europe, 
but we have also been seeing a lot of Japanese 
buyers that are very interested in the technology and 
telecoms areas in particular. Their currency is very 
strong – it’s like a return to the mid-late 1980s.”

david aSCott
gRANT	ThoRNToN	UK

oF	BUyERS	ThoUghT	To	
COME FROM ChINA, JAPAN 
OR KOREA

52

28

20
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Supporting portfolio internationalisation
Private equity firms are playing an increasing role as 
a catalyst for the internationalisation of mid-market
companies.

Across the world, a large majority of GPs 
report that their portfolio companies are seeking 
their support to develop their businesses 
internationally. For the GPs themselves this can 
also provide a channel for accessing high growth 
markets indirectly without having to make new 
investments beyond existing remits.

Almost all respondents expect the levels of 
cross-border M&A activity for their portfolio to 
increase or at least remain at current levels. Indeed, 
GPs see this as an important way in which they can 
add value to companies, drawing on their M&A 
expertise and often international contact networks.

GPs also feel that they can add value in helping 
their portfolio businesses to build international 
sales, and this is particularly the case with Western 
European and MENA based investee companies. 
To a slightly lesser extent, but also significant, is the 
assistance that GPs feel they can offer investees in 
terms of international supply chain development 
and the use of overseas outsourcing services.

In a sense, this internationalisation angle can  
be viewed as a symbiotic relationship between GPs 
and their portfolio companies, both assisting each 
other with moves into geographies that otherwise 
may be less accessible without their relationship.

Final comments
With growth and returns limited to a minority of 
investments in the West, PEs in those territories are 
now having to access the high growth regions to 
attract investment and investment opportunities.

How they do this is yet to be decided, but 
already a number of firms have set up teams 
or operational centres to illustrate to LPs and 
management teams that they can support growth 
opportunities globally.

PEs are under increasing pressure to 
demonstrate access to these growth territories to 
LPs and management teams looking to expand. 
Those that don’t look to invest in some way in 
these areas may be left behind to fight for funding 
and opportunities in their domestic markets, 
where times are tough and competition high.

“Local and regional PEs have to present a global 
capability now. It is becoming a necessity. We see 
networks of PEs increasing in popularity and it is no 
surprise to see a Pan-European one already set up. This 
will be one of many.”

david FiSher
GRANT ThORNTON MIddLE EAST AdvISORY

“i think it’s about certainly making acquisitions of complementary 
businesses outward of the uK. in terms of which geographies, i 
think it’s quite difficult to generalise because it comes down to the 
specifics of where any particular investee company is operating; 
there are some in america, South america and some actually out 
in the Far east, so we’re going to more far-flung areas than just 
Continental europe.”

uK survey respondent

FiGure 31: AREAS	IN	WhICh	PoRTFoLIo	CoMPANIES	ARE	SEEKINg	gP	SUPPoRT	oUTSIdE	ThEIR	
dOMESTIC MARKET
PERCENTAGE OF RESPONdENTS

  MAKINg	ACqUISITIoNS

  SUPPLy	ChAIN	dEvELoPMENT   

  oUTSoURCINg	SERvICES     

  PoRTFoLIo	CoMPANy	SALES	gRoWTh    
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aPPeNdiX 1
FiGure 32: RESPONdENTS BY REGION
PERCENTAGE OF RESPONdENTS
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aPPeNdiX 2
FiGure 33: RESPoNdENTS	By	REgIoN	–	CoUNTRy	BREAKdoWN
PERCENTAGE OF RESPONdENTS
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Appendix
Sample and methodology

This report provides a global snapshot of the 
opportunities and challenges within the private 
equity industry as seen from a practitioner’s 
perspective. The differences in what it means to  
be an active player in specific global markets are 
examined, as are the key themes that resonate 
around the world.

Between July and September 2012, 143 
interviews were conducted with top executives 
from private equity firms. Respondents included 
general partners in five principal regions/categories: 
•	 Western	Europe
•	 North	America	(USA	and	Canada)
•	 BRICS	(Brazil	(and	broader	LATAM),	Russia,	

India, China, South Africa)
•	 Asia	Pacific	(Australia	and	South	East	Asia)
•	 MENA	(including	Turkey).	

Participants were identified from a number of 
sources including industry associations, market 
directories and contact networks.

The interviews were conducted on an 
unattributed basis and were structured around 
the various stages of the private equity life cycle, 
incorporating new investment activity, portfolio 
management, exiting and fundraising. This 
approach enabled detailed exploration of likely 
trends throughout the cycle and identification of 
key pressure points within the chain. In addition, 
particular questions were posed this year on GPs’ 
experiences of the role of internationalisation on 
their business and that of their portfolio companies.

Interviews included a mixture of quantitative 
and qualitative questions. This report includes 
graphs and charts derived from both the 
quantitative data and, where appropriate, the coding 
of responses to qualitative questions to provide 
statistics highlighting key trends.
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