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Private Equity in the News
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1. Introduction to Private Equity
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1. Introduction to Private Equity



– Private equity concerns equity or equity-linked inv estments in non-listed 
enterprises, or in companies 
or parts of companies that are taken into private o wnership.

– Main types of private equity:

• Venture capital: financing of young, fast growing companies and inno vative 

Definitions
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• Venture capital: financing of young, fast growing companies and inno vative 
concepts

• Mid Market capital: providing growth capital to existing companies

• Large Buyouts: providing capital to facilitate restructuring and/o r transfer 
of ownership of existing  companies

--------------------------------------------------------
• Mezzanine: debt that incorporates equity-based options (e.g. w arrants), 

with a lower-priority debt, often used to finance a cquisitions and 
buyouts.
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Examples of Private Equity Transactions
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2. Private Equity in light of the Credit Crisis
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2. Private Equity in light of the Credit Crisis



� Fund raising 

� Leverage buy outs and the use of leverage

� Fair value accounting

Five themes dominated the 2008 private equity lands cape
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� Fair value accounting

� Emphasis on disclosure, governance & transparancy

� Responsible investing



Private equity fundraising peaked during recent yea rs and has dropped 
sharply since Q1 2008

Private equity funds raised increasing amounts of c apital during recent years, mainly driven 
by the emergence of so-called mega-buyout funds, e. g. Blackstone (USD 21.7 billion), GS 
Capital Partners (USD 20 billion), Apax Partners (EUR 11.2 billion), and Permira (EUR 11.1 billion)
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Source: Thomson Reuters, Private Equity Quarterly Review - First Quarter 2009 (Thomson Reuters)



Large amounts of capital have been directed towards  the LBOs segment

Private Equity Assets under Management 
by Fund Type
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Source: Preqin



– The increased size of LBO funds and the abundance o f debt funding led to 
ever larger acquisitions … 

• Alliance Boots (KKR) (€ 14.4 billion) 
• Intelsat (BC Partners) (€ 11.9 billion) 
• Thames Water (Macquarie) (€ 11.9 billion)

There was an abundance of debt capital available to  finance 
transactions
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• Thames Water (Macquarie) (€ 11.9 billion)
• TDC (a.o. Blackstone, Permira) (€ 9.0 billion) 

– … and more aggressive financing structures.

Source: Standard & Poor’s Source: Standard & Poor’s



– Availability of (bank) debt has decreased significa ntly both in the US and Europe

United States Europe

Impact credit crisis on private equity transactions  (1)
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Source: Standard & Poor’s Leveraged Commentary & Da ta (LCD) Source: Standard & Poor’s Leveraged Comment ary & Data (LCD)



– Cost of debt has increased substantially

Impact credit crisis on private equity transactions  (2)
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Source: Standard & Poor’s Leveraged Commentary & Da ta (LCD)



Impact credit crisis on private equity transactions  (3)

– Decreasing number of deals, especially in the LBO s egment
Lack of bank debt to fund large deals; syndicates of banks needed to get funding in 
place. Mezzanine providers are stepping in.

Private Equity M&A
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Source: Thomson 
Reuters
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– Purchase price multiples are decreasing gradually
United States Europe

7.0x 6.8x

7.6x

8.3x
8.8x

9.7x 9.7x

8.7x

As multiple 
of EBITDA

As multiple 
of EBITDA

Impact credit crisis on private equity transactions  (4)
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Source: Standard & Poor’s Leveraged Commentary & Da ta (LCD) Source: Standard & Poor’s Leveraged Comment ary & Data (LCD)
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Impact credit crisis on private equity transactions  (5)

– Equity contributions are increasing
United States
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Source: Standard & Poor’s Leveraged Commentary & Da ta (LCD) Source: Standard & Poor’s Leveraged Commentary & Da ta (LCD)
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– Exit market for private equity investments has dete riorated
• IPO market is virtually closed, with only 7 venture-backed IPOs in the US in 2008
• Limited secondary buyouts: sellers still need to adjust price expectations to new 

market environment; lack of bank debt to fund deals; sellers are holding on to 
investments much longer and wait until market improves

• Strategic buyers have limited capital to fund large acquisitions and are focusing 
primarily on improving operations

Impact credit crisis on private equity transactions  (6)
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primarily on improving operations



Other developments since the start of the credit cr isis

– Private equity fundraising is slowing down, notably  in the LBO segment, mainly 
due to denominator effect and lack of liquidity

– Valuations of private equity investments are coming  down mainly due to the 
mark to market valuation principles, but also due t o lower EBITDA growth 
(slowdown global economy)
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– Market for secondary LP positions (i.e. commitments  to existing funds) is rapidly 
growing driven by increased number of distressed se llers; discounts for assets 
are at historically high levels



3. Is there Life after the Crisis ?
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3. Is there Life after the Crisis ?



– Economic recession will lead to more pressure on ea rnings and operation challenges

– Further write-downs are expected, especially in the  LBO segment 

– Focus of funds will be on operational improvements within existing portfolios 

– Focus on covenants (a.o. equity cures), refinancing  of maturing debt, debt -to-equity 

Outlook: The economic slowdown will lead to challen ges for existing (LBO) 
portfolios …

20June 11, 2009 CFA Alternative Investment Event 2009 - Private Equi ty

– Focus on covenants (a.o. equity cures), refinancing  of maturing debt, debt -to-equity 
swaps, and debt acquisitions by private equity fund s.

– Holding periods will increase as most funds are rel uctant to exit at current valuations

– Some limited partners are asking for funds to slow down investment pace or to even 
reduce fund size post fundraising 

– Need for liquidity may lead to increasing number of  distressed sellers (secondary LP 
positions)

– Consolidation number of private equity firms predic ted (Boston Consulting Group)



Outlook: … but also to attractive investment opportu nities …
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– Historically, recession vintage years have provided  the opportunity for outsized returns in 
private equity 

Top-quartile Performance Europe 2
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1 Cambridge Associates, pooled net IRR to limited partners by vintage year of June 30, 2008. ‘Recession period’ includes the recession cycles of 
1991 and 2001, 

including the two year periods emerging from the recessionary troughs.
2 Cambridge Associates, pooled net IRR to limited partners by vintage year as of March 31, 2008. Data unavailable or statistically insignificant 

prior to 1996. ‘ 

Recession period’ includes the recession cycles of2001, including the two year periods emerging from the recessionary troughs.

Source: Cambridge Associates

The value of your investments may fluctuate. Results obtained in the past are no guarantee of the future.



– In general, 2009 and 2010 are expected to become st rong vintage years as entry 
valuations continue to come down

– Private equity can play an important role in stimul ating the world economy in a time 
where there is limited (bank) funding available 

– Funds that are less dependent on debt funding are b etter positioned (i.e. mid market 
buyouts, growth capital)

Where are the opportunities going forward?
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buyouts, growth capital)

– Operational skills are crucial: the times of value creation through financial delevering 
are over

– The current market creates opportunities for restru cturing, distressed debt specialists, 
and secondary managers

– More pressure on private equity funds and portfolio  companies to be more transparent 
and to invest and operate in a responsible way (i.e . Environment, Social & Governance)

– Focus on segments and sectors that are less cyclica l (i.e. healthcare services, food & 
agri) and segments and sectors that are strategical ly positioned (i.e. cleantech)



Questions?
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Questions?



Disclaimer
ROBECO INSTITUTIONAL ASSET MANAGEMENT B.V. ("ROBECO") IS REGISTERED WITH THE NETHERLANDS AUTHORITY FOR THE 
FINANCIAL MARKETS (AUTORITEIT FINANCIËLE MARKTEN) IN AMSTERDAM.

THE INFORMATION CONTAINED IN THIS DOCUMENT IS SOLELY INTENDED FOR QUALIFIED INVESTORS WITHIN THE MEANING OF 
THE DUTCH ACT ON THE FINANCIAL SUPERVISION (WET FINANCIEEL TOEZICHT) OR PERSONS WHICH ARE AUTHORIZED TO 
RECEIVE SUCH INFORMATION UNDER ANY OTHER APPLICABLE LAWS.

THERE WILL BE NO PUBLIC MARKET FOR THE INTERESTS IN THE PRIVATE EQUITY FUNDS CONTEMPLATED IN THIS DOCUMENT. 
THE INTERESTS HAVE NOT BEEN RECOMMENDED BY ANY U.S. FEDERAL OR STATE OR ANY FOREIGN OR LOCAL SECURITIES 
COMMISSION OR (FINANCIAL) REGULATORY AUTHORITY OR SUPERVISOR. 

This document has been carefully prepared by Robeco. The content of this document is based upon sources of information believed to be 
reliable, but no warranty or declaration, either explicit or implicit, is given as to their accuracy or completeness. 
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reliable, but no warranty or declaration, either explicit or implicit, is given as to their accuracy or completeness. 

This documentation has been prepared on a confidential one on one basis for private use by the recipient only, solely for discussion purposes. 
Any reproduction or distribution of this documentation, in whole or in part, or the disclosure of its contents, without the prior written consent of 
Robeco, is prohibited. By accepting this documentation, the recipient agrees to the foregoing. 

No rights whatsoever are licensed or assigned or shall otherwise pass to persons accessing this information.

This documentation is solely intended to supply the reader with information and reference on amongst others Robeco specific capabilities and 
does not constitute an offer, an invitation to subscribe for or investment advice in connection with any private equity funds. Investment decisions 
should be solely based on the final prospectuses of such funds. 

The information relating to performance is for historical information only.

The value of your investments may fluctuate. Results obtained in the past are no guarantee of the future.


