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PrEQIn Quarterly PE Index
In a much-changed global economic environment, measuring the performance of
private equity relative to other investment classes is more important than ever. The
new Preqin Private Equity Quarterly Index (PrEQIn) is the first index covering the
entire industry. How has private equity performed in a wider portfolio context?
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Preqin Industry News
Each month Preqin’s analysts speak to hundreds of investors, fund managers and
intermediaries from around the world, uncovering vital, exclusive intelligence. This
month’s Industry News features important updates regarding the US private equity
industry.
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Sovereign Wealth Funds
Sovereign wealth funds’ aggregate assets have increased significantly in the last
year, rising to $4.62tn. What are their private equity investment preferences? What
is the outlook for GPs looking to attract capital from sovereign wealth funds?
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PrEQIn Private Equity Quarterly Index
Bronwyn Williams introduces the first transparent, pan-industry quarterly performance index, the new Preqin
Private Equity Quarterly Index (PrEQIn) and assesses how the asset class has performed relative to the S&P
500. Is private equity still providing an edge to investors?

Returns from private equity funds are typically measured using
IRRs and multiples. These are appropriate measures of the returns
from these types of long-term investments and enable direct
comparisons of private equity funds to other private equity funds.
While this is a useful measure of performance, a different metric
is needed by investors seeking to compare their private equity
portfolios with their overall investment portfolios, as well as
directly with their investments in other asset classes. These asset
allocation tasks call for metrics that facilitate comparison between
private equity returns and those of other asset classes.
In order to meet this need from investors, Preqin has created the
first index for the whole of the private equity industry, PrEQIn –
Private Equity Quarterly Index. The PrEQIn Index is a moneyweighted index that uses fund-level cash flow transactions and net
asset values for over 3,900 private equity funds collectively worth
more than $2.7tn.

These returns* are then combined to form an index rebased to 100
as of 31st December 2000.
Private Equity vs. S&P 500

The PrEQIn index shows all private equity strategies, with the
exception of venture capital, have outperformed Standard and
Poor’s free-float capitalization-weighted index of 500 US-based
large cap stocks (S&P 500) since 31st December 2001, as shown
in Fig. 1. Indeed, the PrEQIn All Private Equity Index, which takes
into account the performance of each of the various fund types,
has remained above the S&P 500 for all of the quarters shown,
with the exception of 30th June 2001, 31st December 2001 and
31st March 2002. As of the latest data available, the PrEQIn All
Private Equity Index stands at 198.5 and the S&P 500 at 105.1.
Distressed private equity is a more niche strategy within the
private equity industry, and such funds aim to invest in companies
that are bankrupt, or are facing bankruptcy or reorganization.
The strategy therefore carries a higher risk but can potentially

Fig. 1: PrEQIn Index: All Strategies vs. S&P 500
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PrEQIn Private Equity Quarterly Index

provide greater returns for the investor. The PrEQIn Distressed
Private Equity Index shows that this fund type has consistently
outperformed the private equity asset class as a whole and has
been one of the best performing strategies within the industry. The
index shows a steady quarterly increase from Q4 2000 until Q3
2007 when distressed private equity began to be affected by the
period of financial dislocation. From Q3 2009, the index increased
sharply, and is currently the best performing private equity fund
type, as managers have sought to take advantage of the relative
abundance of distressed investment opportunities caused by the
economic downturn.
In contrast, the PrEQIn Venture Index shows that the performance
of venture funds saw a steady decline from Q4 2000 until Q4 2003
caused by the technology crash in 2000, which resulted in large
write-downs of portfolio valuations. Since this time, the index has
remained relatively flat, underperforming vs. the S&P 500 Index,
reaching a peak of 63.2 in Q2 2011.

Download Data

100 in Q3 2004 and Q2 2005 respectively. The Top Quartile Index
continues to show steep quarterly increases, reaching 396.8 in
Q2 2008, before declining due to the financial crisis. After several
quarters of decline, the Top Quartile Index then begins to recover,
passing 400 in Q3 2010, and stands at 509.5 as of Q3 2011.
The Second and Third Quartile Indices show similar trends through
the periods shown and even with the effect of the financial crisis
both indices remain above 100. The Bottom Quartile Index shows
much flatter performance during the period. After reaching a peak
of 80.7 in Q4 2007, the financial crisis caused subsequent quarterly
decreases and the Index has remained relatively flat since this
time, standing at 49.1 as of Q3 2011.

Data Source:
This month’s feature article draws upon research and analysis
using the new Preqin Private Equity Quarterly Index (PrEQIn).
The Index is available to private equity professionals free as
part of Preqin’s Private Equity Performance Benchmarks service.
For more information, or to gain complimentary access to this
service, please visit:

Manager Selection: Fund Quartile Indices

Preqin assigns quartile rankings to funds of the same vintage year,
and where possible, funds which adopt similar strategies and a
similar geographic focus. By calculating the PrEQIn Private Equity
Quarterly Index rebased at 100 from 31st December 2000 for
funds within each performance quartile ranking, we can shed light
on the relative performance of each quartile. This is the focus of
Fig. 2, which demonstrates how important selecting the right fund
managers is for investors.
While the Indices of all four quartiles show quarterly declines
initially, the Top Quartile Index increases back above 100 in Q4
2002, and the Second and Third Quartile Indices move back above

www.preqin.com/index
For information on other performance data accessible through
Preqin’s Performance Analyst product, please visit:
www.preqin.com/pa

*The index is based on the following calculation: Percentage change in quarter = [(NAV at end of
quarter + distributions during quarter)/(NAV at start of quarter + call-ups during quarter)] – 1

Fig. 2: PrEQIn Index: Fund Quartile
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Quarterly

Latest Free Preqin Quarterly Report Out Soon

Preqin Quarterly - Q1 Edition Out Soon!
All the latest statistics, analysis and commentary on key industry trends will be available to download next week,
covering Private Equity, Private Real Estate and Infrastructure asset classes. Register your interest now to ensure
you receive your free copy!
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News

Preqin Industry News

Preqin Industry News
Claire Wilson delivers a round-up of the latest private equity news, featuring exclusive intelligence uncovered by
Preqin’s analysts. Preqin Online subscribers can click on the investor/firm names to view the full profiles.
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OpenView Venture Partners III, meanwhile, has defied poor overall
fundraising conditions by closing $50mn above its capital target.
The fund, which was on the road for just three months, raised a
total of $200mn to invest in expansion stage software, internet and
technology companies in the US. MSouth Equity Partners II also
closed above its target size, garnering $437mn from investors.
The vehicle, which was originally seeking $375mn, will invest in
southeastern US companies in the business services, distribution
and manufacturing sectors.
Elsewhere on the fundraising trail, a final close is in sight for USbased fund of funds Greenspring Global Partners V, which held
a fourth close at the end of last month. At this point, the fund had
committed to eight funds, accounting for 81% of the vehicle’s total
capital. It is likely to make up to six more fund commitments.
A couple of insurance companies have announced plans to
invest in more US-focused private equity funds over the next
year. Selective Insurance Group is looking to commit between
$10mn and $50mn to mezzanine vehicles in the next 12 months,
while Meiji Yasuda Life Insurance Company anticipates investing
in three or four new funds in the same period. The former, with
assets under management standing at $4.2bn, will look for both
new GPs and re-ups. The latter will invest in both Europe- and
US-focused mid-cap buyout funds. Neither investor will commit to
first-time funds. Selective Insurance Group has also expressed an
interest in making purchases on the secondary market. Secondary
investments account for around 35% of its private equity exposure,
and it is interested in buying stakes in a range of fund types
including buyout, mezzanine and venture capital vehicles.
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Sticking with the new theme, Formation8 has just launched its
debut fund, Formation8 Partners I. The Palo Alto-based venture
capital firm is targeting $500mn, which will be invested in US
companies. Kleiner Perkins Caulfield and Byers is planning a new
venture fund, the 15th in the series. The vehicle is expected to
target $650mn from investors, will invest in digital, clean technology
and life sciences companies across the US.

Aggregate Deal Value ($bn)

New firm on the block AUA Private Equity Partners has recently
opened for business. A joint venture between former COO of
Hispanic foods company Goya Foods, Andy Unanue, and the former
principals of Gotham Private Equity Partners, the firm focuses on
the consumer, media and business services sectors. It will chiefly
target Hispanic companies and family-owned businesses in the
US.

Chart of the Month: Number and Value of Private Equity-Backed
Buyout Deals in the US by Quarter, Q1 2006 - Q2 2012 TD

No. of Deals

US Private Equity Hits the Headlines

Source: Preqin

second deal involving Riverstone Holdings saw SandRidge Energy
Inc agree to acquire Dynamic Offshore Resources LLC from the
aforementioned and Carlyle Group, for $1.275bn in cash and stock.
Affiliates of Advent International and Goldman Sachs Merchant
Banking, meanwhile, have signed a definitive agreement to acquire
TransUnion in a deal valued at $3bn. Current stakeholders include
Madison Dearborn Partners and the Pritzker family.

Data Source:
Do you have any news you would like to share with the readers
of Spotlight? Perhaps you’re about to launch a new fund, have
implemented a new investment strategy, or are considering
investments beyond your usual geographic focus?
Send your updates to cwilson@preqin.com and we will
endeavour to publish them in the next issue.

Over in the deals market, several notable US-based deals have
been completed in the past month. A consortium led by Apollo
Global Management has signed a definitive agreement to acquire
El Paso Corp’s oil and gas exploration and production business
for around $7.15bn. Participants in the deal include Riverstone
Holdings, Access Industries and Korea National Oil Corporation. A
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Sovereign Wealth Funds

The Outlook for Private Equity Investment
Sovereign wealth funds, with their large assets under management and significant appetite for alternative
investments, represent an attractive source of capital for private equity fund managers. Louise Weller and
Alex Jones take a look at the current sovereign wealth fund industry and their appetite for private equity.

Over the last year, the aggregate total assets of all sovereign wealth
funds worldwide has increased considerably. Despite widespread
economic uncertainty regarding the sovereign debt crisis, volatility
in many world financial markets and underperformance of certain
asset classes, sovereign wealth fund aggregate assets have
jumped by over half a trillion dollars across 2011-2012. Fig. 1 shows
that despite sustained global economic uncertainty, aggregate
assets under management now stand at $4.62tn.
Alternative Investors

In addition to their position as a highly significant group of investors
within the institutional investor landscape, sovereign wealth funds
tend to have longer-term investment horizons than other types of
investor and generally do not have to meet liabilities in the same
way that a pension fund or insurance company, for example, has to.
Sovereign wealth funds are thus often better equipped to commit
more significant proportions of their portfolios to longer-term and
alternative investments.
In past years we predicted that more sovereign institutions would
begin allocating to alternatives and we have seen an increase
in the proportion of institutions investing in alternative assets
between 2009 and 2011. In 2012, however, there are indications
that this process has slowed, with older institutions having already
completed their return and newer institutions still in the early stages
of considering their strategic allocations. Despite this, the overall
levels of capital flowing into alternatives from sovereign wealth
funds remain extremely significant. As new funds are launched and
Fig. 1: Aggregate Sovereign Wealth Fund Assets under Management,
2008-2012
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sovereign wealth fund plans are put into formation, it is clear that
this group of investors will remain an important potential source of
capital for investment managers worldwide.
Proportion of Sovereign Wealth Funds Investing in Private Equity

Over half (57%) of sovereign wealth funds are known to invest in
the private equity asset class, as shown in Fig. 2. Many of these
institutions invest in the asset class through funds, with 46% opting
to gain exposure to the asset class via this method. A further 11%
gain exposure to private equity through direct investments. Bahrain
Mumtalakat Holding Company is one such example; it has a
dedicated direct investments team and has exposure to numerous
industries, including telecommunications, energy and financial
services. An additional 3% of sovereign wealth funds worldwide
are considering making an initial investment in the private equity
asset class.
A number of sovereign wealth funds also look to co-invest alongside
fund managers in their portfolio. As this is an activity most commonly
undertaken by larger and more established private equity investors,
with the sophistication and resources to execute such investments
successfully, many sovereign wealth funds are ideally placed to
do so. For example, New Mexico State Investment Council, with
assets under management of $14.7bn, looks to allocate between
$10mn and $20mn to co-investment opportunities annually.
At present, 29% of all sovereign wealth funds are known not to
invest in the private equity asset class, citing a number of reasons
for this decision. The size of the institution can impact upon their
decision to invest in private equity and smaller sovereign wealth
funds often feel they lack the expertise and resources to execute
a successful private equity programme. For example, Kiribati’s
Revenue Equalization Reserve Fund views private equity as too
much of a risky investment strategy given the size of its assets.
Furthermore, liquidity requirements often hinder sovereign wealth
funds’ ability to invest in the private equity asset class. The
Economic and Social Stabilization Fund, located in Chile, requires
a high degree of liquidity, and as such only invests in fixed income
instruments.
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Largest Sovereign Wealth Funds Investing in Private Equity by Assets
under Management

The five largest sovereign wealth funds that invest in private
equity funds have combined assets under management in excess
of $2.2tn. The largest sovereign wealth fund active in the private
equity space is Abu Dhabi Investment Authority (ADIA). ADIA
controls an estimated $627bn and has an allocation range to the
private equity asset class of between 2% and 8% of total assets
under management. Elsewhere, Kuwait Investment Authority
is also a prolific investor in private equity. It currently allocates
10% of its $296bn under management to private equity, across a
diverse range of strategies and geographies, making it a significant
potential source of capital to fund managers worldwide.
In general, larger sovereign wealth funds are more likely to invest
in private equity funds, as shown in Fig. 3. Of sovereign wealth
funds with total assets of $250bn or more, a significant 83% invest
in private equity funds, whereas this figure drops to 55% for SWFs
with between $10bn and $49bn. Smaller institutions, with total
assets of less than $1bn, are far less likely to invest in the asset
class; 25% of the sovereign wealth funds with total assets under
management that fall into this category invest in private equity
funds.
Location of Sovereign Wealth Funds Investing in Private Equity

Fig. 4 highlights that the vast majority (73%) of sovereign wealth
funds that invest in private equity are based in either Asia or the
MENA region. Due to the relatively high number of sovereign wealth
funds with significant assets under management that are based in
these two regions, this is small surprise. North America contains
17% of the sovereign wealth funds known to invest in the asset
class, including the likes of Texas Permanent School Fund State
Board of Education, which has total assets under management of
$27.7bn. Australasia is home to 7% of sovereign wealth funds that
invest in the asset class, while Europe has the smallest proportion,
with just 3% of such institutions known to invest in the asset class
based in the region. At present, there are no sovereign wealth funds
located in Sub-Saharan Africa, Latin America or the Caribbean that
are known to invest in the private equity asset class.
Fig. 3: Proportion of Sovereign Wealth Funds Investing in Private Equity
by Total Assets
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Fig. 2: Proportion of Sovereign Wealth Funds Investing in Private Equity
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Fund Type Preferences of Sovereign Wealth Funds Investing in Private
Equity

As shown in Fig. 5, of the sovereign wealth funds that actively
invest in private equity funds, over three-quarters (79%) have a
preference for buyout vehicles. Given the fact that many sovereign
wealth funds have high levels of assets under management, they
are typically able to commit a greater amount of capital to funds,
which makes them particularly attractive investors to buyout fund
managers. For example, Alaska Permanent Fund Corporation,
Government of Singapore Investment Corporation and New
Zealand Superannuation Fund all made commitments to Hellman
& Friedman VII, which closed on $8.8bn, ahead of its $7bn target
size.
Venture funds also remain a popular choice for sovereign wealth
funds, with 59% of those investing in private equity vehicles stating
a preference for this fund type. For example, Alaska Permanent
Fund Corporation allocates up to 30% of its private equity portfolio
to venture investments. The $41bn US-based sovereign wealth
fund is currently below its 6% target allocation to private equity,
and plans to continue investing in the asset class over the course
of 2012 in order to build towards this target.

Fig. 4: Breakdown of Sovereign Wealth Funds Investing in Private Equity
by Region
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Sovereign Wealth Funds

Following the volatility in financial markets of late, distressed
private equity is of increasing importance to sovereign wealth
funds; 38% of such institutions currently have a preference for
distressed debt, turnaround and special situations strategies
and view these funds as attractive investment opportunities. For
example, National Pensions Reserve Fund currently aims to have
between 20% and 25% of its private equity portfolio allocated to
distressed opportunities.
For smaller sovereign wealth funds and those with less experience
in the asset class, private equity funds of funds continue to provide
a source of diversification in their portfolios. Of the sovereign
institutions that invest in private equity, 28% have a preference
for multi-manager vehicles, compared to 20% last year. Fund of
funds vehicles provide diversification through a single commitment,
allowing sovereign wealth funds to gain exposure to a variety of
underlying strategies and geographies. In 2011, Wyoming State
Treasurer’s Office announced it would look to increase the size
of its fund of funds portfolio over the next three to five years. It
planned to commit between $300mn and $500mn to such vehicles,
in an effort to build towards its 4% target allocation to the asset
class.
Location Preferences of Sovereign Wealth Funds Investing in Private
Equity

North America remains a popular investment choice for sovereign
wealth funds with exposure to private equity, with 76% having a
preference for the region. This is unsurprising given the maturity
and depth of the private equity industry in the US, which is home
to numerous fund managers and varied investment possibilities.
Europe-focused funds are a preference for 72% of SWFs investing
in private equity, while Asia-focused vehicles are stated as a
preference by 62%. Many sovereign wealth funds take a global
approach to the asset class, for example Qatar Investment Authority
aims to hold a truly geographically diverse portfolio of investments,
investing in funds focusing on opportunities across North America,
Europe, Asia and the MENA region, as well as emerging markets. It
prefers to invest in funds with an overall size of more than $500mn,
typically committing no more than 5% of this amount.
Despite the relatively large number of sovereign wealth funds
based in MENA, the region is a less favourable choice for such
institutions investing in private equity. Thirty-four percent have a
preference for investing in MENA, with the vast majority based
in the region themselves, and typically invest in the asset class
as a means of facilitating the development of surrounding areas.
Mubadala Development Company (MDC), for example, does
not view itself as a traditional private equity investor, but instead
chooses to opportunistically invest in private equity funds and
direct investments that focus on its strategic objectives and the
development of Abu Dhabi.

Download Data

Fig. 5: Fund Type Preferences of Sovereign Wealth Funds Investing in
Private Equity
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in addition to direct investments in line with their strategic aims.
Over recent years, the number of sovereign wealth funds seeking
to hold more diverse portfolios of investments, by both strategy
and geography, has risen. Although the financial markets remain
turbulent, such institutions represent a significant amount of the
capital invested in private equity and are likely to continue to
allocate increasing amounts of capital to the asset class going
forwards.

Data Source:
This month’s feature article draws upon research and analysis
contained in the new 2012 Preqin Sovereign Wealth Fund
Review.
Now in its fifth edition, the 2012 review is the largest most
comprehensive source of information on the secretive and
opaque world of sovereign wealth funds. This year’s publication
features key analysis of the industry, covering sovereign wealth
fund investment in private equity, real estate, infrastructure,
hedge funds, public equities and fixed income instruments, as
well as full profiles for over 60 key institutions.
For information, please visit:
www.preqin.com/swf

Outlook

It is evident that sovereign wealth funds continue to have a strong
interest in private equity and view the asset class as presenting
favourable long-term investment opportunities. Many sovereign
institutions invest in the asset class through private equity funds,

9 Private Equity Spotlight, April 2012

© 2012 Preqin Ltd. www.preqin.com

2012 Preqin Sovereign Wealth
Fund Review

alternative assets. intelligent data.

The 2012 Preqin Sovereign Wealth Fund Review has been completely updated and expanded to include new information on every
area of sovereign wealth fund investment portfolios. It represents a vital purchase for all fund managers, consultants, advisors and
other finance professionals seeking to gather intelligence on this reclusive group of investors. Now in its fifth edition, this year’s
publication is the most comprehensive yet, featuring full profiles for 63 sovereign wealth funds worldwide.

ISBN: 978-1-907012-54-9

Overview of the sovereign wealth fund market.

•

Separate analysis sections identifying all key trends and patterns for sovereign wealth
fund activity in each asset class.

•

League table of top sovereign wealth funds by total assets.
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Latin American Investors
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Latin American Investors
Tom Carr examines the Latin America-based institutional investor universe. With increasing regulatory pressure
on some European and North American investors, many GPs are looking towards Latin America to source
capital.
Fig. 1: Make-Up of Latin American Investors in Private Equity

Fig. 2: Breakdown of Geographical Location of Latin American
Pension Funds Investing in Private Equity
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As shown in Fig. 1, pension funds account for over two-thirds (67%)
of all institutional investors in private equity based in Latin America.
The average current allocation to private equity of Latin American
pension funds is 3.9% of total assets, substantially below the
average target allocation of 7.4%, illustrating that Latin American
pension funds will likely increase their exposure to private equity
in the coming years.

Brazil – Pension funds can allocate up to 20% of their total assets
to structured vehicles, including private equity funds, that have
been approved by the National Monetary Council (Conselho
Monetário Nacional). If they are investing in international funds this
cap is lowered to 10%.

As shown in Fig. 2, the majority (54%) of pension funds that
invest in private equity are based in Brazil, with Mexico making
up a further 17% and Chile and Colombia each accounting
for 11%. It is important to note, however, that while some Latin
American countries have fewer pension funds investing in private
equity, on average their pension funds have greater assets under
management than their counterparts in Brazil. For example, Chile
accounts for 11% of the total number, but makes up 19% of the
aggregate assets under management of Latin American pension
funds that invest in private equity, whereas Brazilian pension
funds account for just over a third (35%) of aggregate assets
under management, despite making up 54% of all Latin American
pension funds active in the asset class.
Regulation affecting Latin American pension funds investing in
private equity has in many cases loosened over recent years,
allowing a greater proportion of assets to be invested in both
domestic and international private equity. Some of the regulations
currently affecting Latin American pension funds when investing in
private equity are outlined below.
Mexico – Mexican Afores (pension funds) can invest up to 8%
of their total assets in ‘Capital Development Certificates,’ which
includes investments in private equity; however they can only
invest in private equity funds focused on Mexico.
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Chile – Pension funds can allocate up to 2.5% of total assets to
private equity and can invest in both local and international funds.
Colombia – Since 2008, pension funds can allocate up to 5%
of total assets to domestic private equity and a further 5% to
international private equity.
Peru – Pension funds can allocate up to 2.5% of total assets to
alternative investments, including private equity.
Argentina – All private pension fund assets were nationalized by
the government in 2008, therefore Argentinean pension assets are
not invested in private equity.

Subscriber Quicklink:
Preqin’s Investor Intelligence database currently tracks 80
Latin American LPs that invest in the private equity asset class.
Subscribers can click here to access the full list and view profiles
for these investors.
Not yet a subscriber? For more information please visit:
www.preqin.com/ii
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Preqin: Investor Intelligence
New Co-Investor Search

Investor Intelligence is the industry’s leading source of information on institutional investors in private equity funds. More
than 5,000 institutions of all types worldwide are profiled. Constantly updated through direct communication with our large
team of multi-lingual analysts, it represents the most comprehensive and accurate source of investor intelligence today, with
global coverage and exclusive information not available anywhere else.
Detailed information on investors’ co-investment preferences is now available exclusively to premium subscribers to Investor
Intelligence.
LPs’ co-investment profiles contain the following information:
•
•
•
•
•

Co-investment preferences by geography, investment type and industry
An overview of each LP’s co-investment strategy, plus a summary of their plans for co-investing in the next 12 months
Any special conditions required for co-investing
Direct contact information for key co-investor contacts
Any known co-investments

Premium subscribers can also:
•

•

Access the Co-Investor Search to filter LPs with an
appetite for co-investments by LP type, location and coinvestment preferences and plans.
Filter Recent LP News to view all Preqin co-investor
news posts for individual LPs. Users can also sign up to
receive co-investor News Alerts.

Investor Intelligence is available by annual subscription from only
$3,150 / £1,950 / €2,350
For more information and to arrange a walkthrough of the database please visit:

www.preqin.com/ii

The Facts

Buyout Fundraising Confidence

Download Data

Buyout Fundraising Confidence
Anna Strumillo examines the impact of financial crisis on buyout fund sizes.

Fig. 1: Annual Buyout Fundraising by Year of Fund Close,
2007 - March 2012

Fig. 2: Sizes of Buyout Funds in Market and Funds Closed in
2011 - 2012 vs. Previous Buyout Fund in the Series
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As shown in Fig. 1, buyout fundraising levels have been on a
downward trend since 2007. It was hoped that 2011 would be
the start of a revival in fundraising activity; however the impact of
the eurozone debt crisis and associated financial market volatility
meant the rebound failed to materialize, with buyout funds only
able to reach an aggregate fundraising total of $71.4bn. From 2007
onwards, the average size of buyout funds has decreased steadily,
with the 2011 figure of $687mn representing a 33% drop on that
seen in 2008, which stood at just over $1bn. With the lack of megasized funds and a growing number of more cautious first-time funds
in market, however, the median fund size has remained resilient.

(22%) are targeting a smaller amount, and 10% are seeking the
same amount. While fund managers are still able to raise larger
buyout funds, it should be noted that the majority of those that
have succeeded are firms that had raised more than two funds
previously. This indicates that investors are drawn to buyout firms
with an established fund series and a performance track record.

This downward trend in the average buyout fund size can be
explained not only by the tough fundraising conditions and lack of
mega funds, but also due to concerns over the number of viable
investment opportunities given the high levels of dry powder still
held by GPs and constriction of exit opportunities. Nevertheless,
the first quarter of 2012 showed an upturn in average fund size of
buyout funds with funds closing in the quarter averaging $800mn,
suggesting that fund manager and investor confidence is returning.

Of all the buyout funds currently on the road, 11% have reduced
their target size since launch. Additionally, 2011 saw 13 buyout
funds abandon their fundraising efforts, targeting an aggregate
$6.8bn, with sixty-two percent of these vehicles being successor
funds. It is likely that the proportion of funds revising or abandoning
fundraising will further increase as GPs try to attract commitments
in a very crowded fundraising market. Attracting capital from LPs,
which often face liquidity issues and overexposure to private equity
due to low levels of distributions from past investments, remains
difficult for many fund managers.

Subscriber Quicklink:

Fig. 2 shows a comparison of the size of buyout vehicles closed
since 2011, as well as buyout funds currently in market, against
the previous fund raised by the manager in the series. Seventynine percent of the buyout funds closed during 2011 and 2012
surpassed the size of the previous buyout fund in the series, while
16% were smaller than their predecessors, and 6% closed on less
than half of the amount achieved by the previous fund in the series.

Preqin’s Funds in Market is the leading tool in helping fund
managers research the current fundraising environment,
compare historical fundraising figures and place their fund in its
context. Subscribers to both Funds in Market and Fund Manager
Profiles can click here to view the full details of over 1,450
buyout funds that have closed since 2003.

Buyout funds currently in the market suggest a somewhat less
optimistic trend. Of the 247 buyout vehicles currently on the road
targeting an aggregate $201.6bn, approximately two-thirds are
seeking more capital than their predecessors, just under a quarter

www.preqin.com/fim
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Q1 2012 Deal Market Update
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Q1 2012 Deal Market Update
Jessica Hull provides an overview of the private equity-backed buyout deal market in the first quarter of 2012.
Have conditions recovered?
Fig. 1: Number and Aggregate Value of Private Equity-Backed Buyout
Deals Globally, Q1 2006 - Q1 2012
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Fig. 2: Aggregate Deal Value By Region, Q1 2008 - Q1 2012
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Fig. 3: Global Number of Private Equity-Backed Exits by Type and
Aggregate Exit Value, Q1 2006 - Q1 2012
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Fig. 4: Five Largest Private Equity-Backed Buyout Deals Globally, Q1 2012
Firm
El Paso Corporation Oil And
Natural Gas Exploration And
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TransUnion
Reliance Infratel Limited
Ahlsell
Cheniere Energy, Inc.
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Funds of Funds on the Road
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Funds of Funds on the Road
Antonia Lee explores the current fundraising market for private equity funds of funds.

Fig. 1: Breakdown of Funds of Funds in Market by Target Fund Size
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Fig. 3: Breakdown of Funds of Funds in Market by Primary Fund Type
Targeted

Fig. 4: Funds of Funds in Market by Primary Geographic Focus
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Subscriber Quicklink:
Preqin Funds in Market is the industry’s leading source of intelligence on private equity fundraising. Want to know who is in market? What areas of the
market are popular at the moment? Subscribers to Funds in Market can click here to view the details of all 170 funds of funds currenty raising capital.
Interested in finding out how Funds in Market can help you? Please visit:
www.preqin.com/fim
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Conference

Dates

Location

Organizer

17 - 18 April 2012

Rome

Green Power Conferences

20 April 2012

Lima

Latin Markets Brazil

23 - 27 April 2012

Hong Kong

ICBI

AIFM Directive Level 2 Implementation Measures

24 April 2012

London

Infoline

Guernsey Funds Forum 2012

02 May 2012

London

Guernsey Finance

London Business School Private Equity Conference

10 May 2012

London

London Business School

Private Equity Latin America Forum

14 - 15 May 2012

New York

Latin Markets Brazil

Shorex Singapore

22 - 23 May 2012

Singapore

Shorex

Solar Infrastructure Investment
Peruvian Investor Forum
Fund Forum Asia 2012

Capital Creation Growth Economies

22 - 23 May 2012

London

Worldwide Business
Research

Pan-European Mezzanine Finance Conference

22 - 24 May 2012

Paris

Informa

Private Equity Software & Services - New York

22 May 2012

New York

4vco/PESS

4 - 6 June 2012

Boston

ICBI

14 - 15 June 2012

London

GDForum

SuperReturn US
CEE Private Equity Convention

Guernsey Funds Forum 2012
Date: 2nd May 2012		

Information: www.guernseyfinance.com/events_diary/guernsey-funds-forum-2012

Location: Grange St Pauls Hotel, London
Organiser: Guernsey Finance
The financial crisis began over three years ago but we continue to experience the aftershocks. Join institutional investors and
fund managers as they discuss strategies to cope with the torrent of regulatory demands and difficult market conditions. This half
day event culminates in an informative debate featuring Norman Lamont, former Chancellor of the Exchequer and Stephanie
Flanders, Economics Editor and Broadcaster, moderated by Alastair Stewart, Senior ITV News Anchor.

London Business School’s 8th Annual Private Equity & Venture Capital Conference
Date: 10th May 2012						

Information: www.LondonPEConference.org

Location: The Royal Society, London
Organiser: London Business School Private Equity & Venture Capital Club
New Dynamics: Staying Ahead of the Curve”. This year’s conference examines an industry undergoing profound changes.
Keynote speakers include Dwight Poler (Bain Capital), Simon Clark (Fidelity Growth Partners Europe), Vindi Banga (Clayton
Dubilier & Rice) and Sunil Nair (CVCI Private Equity).
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Pan-European Mezzanine Finance Conference
Date: 22nd-25th May 2012			

Information: http://www.informaglobalevents.com/FKR2325PRQNWB

Location: Marriott Rive Gauche Hotel, Paris
Organiser: IIR
Join the Largest Gathering of Mezzanine and Leveraged Finance Players in Europe
• Keep up with the latest opportunities for this revitalised asset class
• Hear future predictions from some of the best financial minds
• Network with those all important contacts
• Hear from LPs, Private Equity, Mezzanine Houses, Banks, Institutional Investors, Advisors

Private Equity Software & Services
Date: 22nd May 2012							

Information: www.pessnet.com/newyork

Location: Hilton Hotel, New York
Organiser: 4vco
The PESS Showcase brings together many of major PE software and service providers under one roof to meet with key decision
makers from the PE community.

Discover the latest developments in this dynamic supply chain in a relaxed and informative

environment. Register now to claim your complementary pass.

SuperReturn U.S.
Date: 5th-8th June 2012				

Information: http://www.informaglobalevents.com/FKR2329PRQSP

Location: Park Plaza Boston
Organiser: ICBI
What can you expect at SuperReturn U.S 2012?
• 550+ delegates
• 100s of LPs from across the globe
• 170+ powerful speakers
• 4 days of intensive meetings & networking
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Guernsey

20% discount for Preqin subscribers
Quote reference number: PREQ02MAY

FUNDS
FORUM
2012

Shaken not stirred

Association partners:

Wednesday 2nd May • Grange St Paul’s Hotel, London • 12.30pm Start for lunch & registration

The perfect cocktail of education, debate and
economics for a harsh economic and regulatory climate.

Who should attend?
•
•
•
•
•
•
•
•

The financial crisis began over three years ago but we continue to
experience the aftershocks. Join institutional investors and fund managers
as they discuss strategies to cope with the torrent of regulatory demands
and difficult market conditions.
This half day event culminates in an informative debate featuring Norman
Lamont, former Chancellor of the Exchequer and Stephanie Flanders, Economics
Editor and Broadcaster, moderated by Alastair Stewart, Senior ITV News Anchor.

Keynote speakers’ debate

Investors
Fund promoters
Investment managers
Corporate finance advisors
Fund formation managers
Tax advisors
Fund auditors
Anyone launching a fund

Panellists include

Norman Lamont

Stephanie Flanders

Alastair Stewart

Stephen Ziff

Karsten Langer

Christopher Fawcett

Former Chancellor of
the Exchequer

Economics Editor
& Broadcaster

Senior ITV News Anchor

Partner, Coller Capital

Chairman, EVCA

Senior Partner,
Fauchier Partners

To book your place, please contact Fiona Murray via email: events@fionamurray.net or telephone: +44 (0)7781 123808
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