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Foreword

Amid a sea of change in the global economy, the tide in Asia-Pacific has continued to 
rise. Despite languid economic activity in North America and Europe, economies across 
Asia-Pacific continue to grow, still with significant potential, based largely on a growing 
middle class and rapidly improving standards of living.

Private equity investors, most of whom are adept at spotting trends early and investing 
ahead of the curve, have been active in Asia-Pacific in the last 15 to 20 years. This, 
matched with a growing sophistication of private equity investment in the region, has 
led to a surge in new fund opportunities focused in Asia-Pacific, sponsored both by 
global private equity houses and by local firms leveraging relationships and expertise  
in local markets.

Furthermore, both Asia-Pacific governments and potential sellers have become more 
familiar with the private equity investment model and understand the benefits that this 
source of capital can bring for development. Needless to say, many are now increasingly 
receptive to private equity investment. 

However, challenges remain, and foremost among them as we look ahead to 2013 is 
competition from strategic corporate acquirers, many of whom are looking to Asia-
Pacific as the engine to drive growth for the foreseeable future. At the same time, 
changing regulations in some markets around the region are changing the rules for 
private equity investors, leaving fund sponsors wary of what is to come in certain 
markets, particularly given uncertainty in the global economy.

In light of these views, we have again teamed up with mergermarket to assess market 
sentiment in the year ahead. Respondents to this year’s survey maintain a stronger 
collective viewpoint in many areas compared with last year. Most agree that Asia-Pacific 
should remain a relative bright spot in the global economy. We hope that you find this 
year’s report compelling, and as always, we welcome your feedback.

Michael Buxton
Private Equity Leader, Asia-Pacific
Ernst & Young 
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Executive summary

Private equity activity continues to rise in Asia-Pacific  
and Greater China will remain the most active market
More than 85% of respondents say private equity activity will 
increase over the next 12 months, and by a significant margin 
respondents believe that Greater China will host the majority of 
activity in 2013, a result similar to last year’s survey. Southeast 
Asia is on the rise with nearly half of respondents expecting 
deal activity to expand significantly in the region. Furthermore, 
respondents believe making acquisitions, raising new capital and 
improving the performance of portfolio companies will represent 
the majority of activity in 2013.

Energy, mining and utilities and consumer sectors are 
expected to see the most activity again in 2013 as sector 
specialization becomes more important
Respondents again expect energy, mining and utilities and 
consumer sectors to attract the most interest across Asia-Pacific, 
with a much stronger view for 2013 compared with 2012. Other 
sectors across the region with high expectations for activity 
include industrials and chemicals and technology, media and 
telecommunications (TMT). Sector specialization is becoming 
more important, according to the majority of respondents.

Deal sizes on the rise 
Deal sizes are expected to be larger in 2013 than they were in 
2012, according to respondents. What is more, respondents 
expect valuations to continue to rise in 2013, an extension 
of a trend from the previous year. At the same time, some 
respondents expect that buyers will face an impasse with sellers 
over valuation, while a majority believe the valuation gap will 
remain on par with previous years, allowing enough room for 
deals to close. At the same time, most respondents believe deal 
values will be most affected by prevailing economic uncertainties 
and competition for deal flow.

Macroeconomic conditions and the regulatory environments 
will significantly affect deal flow in 2013
Across Asia-Pacific and in each of Asia-Pacific’s subregions, 
macroeconomic conditions will have a large effect on deal flow 
in 2013, according to most respondents. Furthermore, another 
large portion of respondents say the regulatory environment in 
Asia-Pacific will affect deal flow, with the strongest concerns in 
Greater China and India, though more than 50% of respondents 
point to regulatory concerns in Southeast Asia and Australasia 
as well.

The focus for exit opportunities is shifting gears
As compared with 2012, respondents expect fewer exit 
opportunities via an IPO in 2013, particularly in Greater  
China and India. At the same time, exits to strategic buyers  
are expected to be more prevalent in every subregion across  
Asia-Pacific as cash-rich corporates look to expand into high-
growth markets. Respondents also expect an increase in 
institutional investors looking to sell their positions with Asia-
Pacific private equity funds on the secondary market as LPs  
try to liquidate some of their holdings as activity slows on  
exit markets.

Institutional capital is expected to flow into Asia-Pacific 
private equity funds at a faster rate in 2013
A majority of respondents believe that LP investor allocations to 
Asia-Pacific private equity funds will increase over the coming 
12 months. As a result, funds raising capital are expected to 
meet or slightly exceed fund-raising targets, according to most 
respondents, and country-specific funds are expected to garner 
the most investor interest, from foreign and domestic LPs alike. 
When making new allocations, respondents indicate a greater 
focus over the coming 12 months on asset-level due diligence 
processes of fund sponsors.

Competition for assets is expected to heat up  
As investors raise new capital for private equity investment, 
respondents expect competition for assets to be the foremost 
challenge for private equity investment across Asia-Pacific.  
Aside from going head to head with other private equity 
investors, respondents expect corporate acquirers to present 
the greatest competition. Sovereign wealth funds in certain 
subregions are also expected to challenge private equity 
investors, but the consensus among respondents is that LP 
investors lack direct investment experience to adequately 
contend with fund sponsors.

Value creation becomes an imperative
As the private equity industry in Asia-Pacific continues to  
evolve, the use of internal operating partners to drive value 
creation in portfolios has increased. Half of respondents 
observed growing use of these resources, many noting that  
these professionals are playing an increasingly important role  
in improving portfolio companies. The industry will change in 
other ways too. A majority of respondents believe private equity 
firms will diversify their offerings, with most focusing on venture 
capital and infrastructure.
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Deal expectations

Respondents are bullish on private equity activity across  
Asia-Pacific in 2013

Across Asia-Pacific, and particularly in Greater China and Southeast Asia, nearly half 
of respondents expect significant expansion in private equity activity over the next 12 
months. Furthermore, 40% expect slight expansion in the region, showing that the vast 
majority of respondents expect increases in private equity deal flow over the coming 
year. India and Japan stand out as the only jurisdictions where a significant number of 
respondents expect a slight contraction in activity. Quite interestingly, views for 2013 
show a substantial increase compared with 2012, when only 16% expected a significant 
expansion across Asia-Pacific and 30% expected activity to remain the same or contract, 
with the majority expecting only a slight expansion.

Much of this year’s fervor for private equity activity stems from Asia-Pacific’s rising 
economic status relative to the more developed private equity investment markets in 
the United States and Europe. One private equity investor sharing the view of many 
believes, “Private equity penetration in Asia is very low, which leaves significant room 
for an increase in activity.”

Another private equity fund sponsor says, “Asia-Pacific continues to be the preferred 
location for private equity investors because of its growing economies and abundant 
opportunities. Private equity firms are expanding their reach in terms of location and 
sector in order to deploy more funds in anticipation of higher returns not available in 
traditional markets.”

Over the next 12 months, what do you expect will happen to private  
equity activity?

Percentage of respondents

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Japan

Australasia

India

South Korea

Southeast Asia

Greater China

Asia-Pacific 46%

47%

46%

37%

24%

16%

9% 55% 18% 18%

68% 16%

47% 29%

25% 38%

39% 15%

44% 9%

40% 12%

2%

 Expand significantly  Expand slightly  Contract slightly Remain the same

“The continuing crisis in 
Europe and the lack of growth 
in North America is turning 
investor favor toward Asia, 
and more and more foreign 
private equity firms are now 
eyeing Asian markets”



Expanding on opportunities in the region, another private equity fund sponsor says, 
“Asia-Pacific has unique opportunities that cannot be matched by any other region. 
Private equity firms in Asia-Pacific are not worried about adverse global market 
conditions and are innovating and using new strategies.” Perhaps an example is 
one Cayman Islands-based private equity firm, which, according to proprietary 
mergermarket intelligence, is targeting investors for its three latest frontier market 
funds, two of which are focused on Bangladesh and Myanmar. Exemplifying innovative 
new strategies, the firm’s Myanmar fund will invest in real estate initially, while the 
Bangladesh fund targets development finance institutions.

From a fund investor’s perspective, one institutional investor who expects LP capital 
allocations for Asia-Pacific private equity to increase significantly says, “Conditions  
in Asia-Pacific are perfect for private equity investments, and private equity activity  
in the next 12 months will outperform the activity of previous years.”

Deal expectations
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GPs across Asia-Pacific remain primarily focused on making 
acquisitions, but increased attention is being given to raising 
capital and improving portfolio companies

Similar to 2012, making acquisitions tops the list of private equity goals for 2013, 
according to 87% of respondents, compared with 63% last year. At the same time, 
raising capital seems a more palpable reality this year with three-quarters pointing to 
the fund-raising trail as a primary goal for private equity, compared with just 40% last 
year. The largest jump according to respondents is in improving operations of portfolio 
companies, which also garnered three-quarters of respondent views, compared with  
just 30% a year ago.

Summing up these views, one institutional investor states, “As the fundamentals  
are getting better, private equity firms are more confident in making new acquisitions, 
and with the economy improving, many private equity firms are committing 
themselves to their existing portfolio companies and are developing them internally.” 
Another institutional investor says, “Private equity firms are now trying to specialize 
operationally in the businesses in which they invest. They are focusing heavily 
on improving the operational performance by improving systems, processes, 
entrepreneurialism and risk management.”

One specific value-added strategy detailed in last year’s Asia-Pacific private equity 
outlook report is again highlighted by a GP investor: “Private equity firms in Asia-Pacific 
are not leaving portfolio companies to run on their own. They are instead partnering 
with portfolio company management teams, providing them with knowledge and 
technical expertise along with a global platform to help portfolio companies succeed in 
the international market.”

What will be the most important goal of private equity firms over the next  
12 months across Asia-Pacific? 

Percentage of respondents

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Other

Exiting current
investments

Restructuring/
refinancing debt

Improving operational
performance of

portfolio companies

Raising new capital

Making acquisitions   87%

  75%

  75%

  43%

  42%

  1%

“Private equity firms are 
now trying to specialize 
operationally in the 
businesses in which  
they invest”
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However, making acquisitions is not at the top of the agenda  
in every market

While the majority of respondents focused on Greater China, India and Australasia say 
making acquisitions will be the primary focus for firms in their respective subregions, 
other goals took the top spot in other markets. For example, 71% of India-focused 
respondents say improving operations will be a primary goal. One reason, according to 
an India-based GP, could be the regulatory environment. “Private equity firms are trying 
hard to exit investments in India, and they certainly have no intention of increasing 
acquisitions in India until the regulatory climate eases. Comparatively, the local private 
equity firms are still committed to their existing portfolios and are raising capital in order 
to increase operational performance by making strategic changes,” he says. Currently, 
Indian regulators are considering easing some of the new regulations regarding private 
equity, though the final outcome remains to be seen.

The private equity environment in Southeast Asia is a bit different. According to one 
private equity investment banker, “The private equity market in Southeast Asia is not 
overcrowded and the valuations are lower compared to its neighbors, thus private 
equity firms will make many new acquisitions to expand their business when valuations 
are lower.” He went on to say, “Furthermore, firms in China, India and Australia will 
not only acquire new targets but will also allocate capital to improve the operational 
performance of the portfolios.” 

What will be the most important goal of private equity firms over the next  
12 months in your primary region of focus? 

Percentage of respondents

 Making acquisitions  Improving operational performance of portfolio companies
 Restructuring/refinancing debt Raising new capital  Exiting current investments

 Other

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

South Korea

Japan

Australasia

India

Southeast Asia

Greater China

Deal expectations
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Greater China will witness the most activity, according  
to 70% of respondents

Despite uncertainty concerning  the Chinese economic growth engine and respondents’ 
concerns around changing regulations in China (see pages 20 and 31), the majority 
of respondents, as they did last year, overwhelmingly expect the greatest amount of 
private equity activity to take place in Greater China – perhaps due to the sheer volume 
of opportunities. In fact, this year’s survey found that 70% of respondents expect 
Greater China to experience the most activity, as opposed to 60% last year. India, on the 
other hand, which was projected to be the second most active in 2012, fell  to the third 
spot, behind Southeast Asia.

One investment banker says, “China is now the priority for many global firms, and 
China will lead the private equity activity not only in Asia, but even globally. The positive 
macroeconomic environment of China and its high growth rate are difficult to ignore. 
Chinese companies are capturing global markets by storm and are emerging as major 
players. Thus, private investors are automatically attracted.”

On the other hand, a globally focused private equity investor based in Australasia 
says, “Robust growth in Southeast Asia is the most attractive choice and is drawing 
the interest of private equity funds. Singapore is well placed to capitalize on this trend 
with its strategic location, accessibility to the rest of the region, established financial 
infrastructure and attractive tax regime.”

Please rank the following markets by expected private equity deal  
activity over the next 12 months: (1 = most active; 6 = least active)

 1 (most active)  2  4 3  5  6 (least active)

Percentage of respondents

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

South Korea

Japan

Australasia

India

Southeast Asia

Greater China 70%

16%

4%

4%

4%

12% 16% 30% 38%

3% 10% 23% 19% 41%

20% 23% 18% 26% 9%

21% 30% 23% 15% 7%

32% 19% 17% 10% 6%

22% 6%

2% 2%

2%

“China is now the priority 
for many global firms, and 
China will lead the private 
equity activity not only in 
Asia, but even globally”
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Spotlight on Southeast Asia

Opportunities stemming from Southeast Asia’s growing prominence  
are drawing private equity players’ attention — and dollars

To create an overview of private equity activity in Southeast Asia, 
Brandon Taylor, Editor for Remark Asia at mergermarket, spoke 
with Ernst & Young’s Luke Pais, M&A Leader for the ASEAN; 
Kelvin Lee, Transactions Leader for Vietnam; Preman Menon, 
Director of Transaction Advisory Services in Malaysia; and Renato 
Galve, Head of Transactions Advisory Services for the Philippines.

While a minor blip on the radar screens of general partners (GPs) 
only a few years ago, Southeast Asia is fast becoming a primary 
destination for private equity. Indeed, slowed economic growth in 
China and political and regulatory factors in India — two favorite 
countries for GPs — in addition to refocused attention from 
funds previously chasing deals across a troubled Eurozone, have 
allowed the spotlight to shift to Southeast Asia, with Singapore, 
Indonesia, Malaysia, Thailand, Vietnam and the Philippines 
accounting for virtually all investment in the region. 

Economies across the subregion are growing in the mid-to-high 
single digits, a trend likely to continue. The World Bank says 
that Malaysia, the Philippines, Thailand and Vietnam currently 
showcase gross domestic product (GDP) growth rates between 
4% and 6%. Indonesia is expected to hit 6.5% by year’s end. 
Growing consumer demand across Southeast Asia, spurred by 
the region’s emerging affluent populace of some 600 million,  
has created space for expansion in the consumer and 
manufacturing sectors. 

Now, eager to benefit from Southeast Asia’s growing 
prominence, global firms are stepping up acquisition activity, 
as well as their overall presence in the region. Last year, global 

buyout firm Kohlberg Kravis Roberts (KKR) arrived in Singapore, 
preceded by rivals Blackstone and General Atlantic, according to 
a Financial Times report. 

Private equity capital is being raised rapidly, showing no sign of 
slowing, with fund managers looking to add to current funds or 
start new ones. 

“Historically, China and India have been high on limited partners’ 
(LPs) radars, but increasingly we are seeing a shift in investment 
strategy and a recognition of Southeast Asia as a destination for 
that shift,” says Luke Pais, M&A Leader for the ASEAN. “Curiosity 
from LPs is piquing, and Southeast Asia is becoming a very 
exciting market.”

But while a viable alternative to its market-saturated neighbors, 
certain precautions need to be observed, first and foremost of 
which is looking at Southeast Asian countries for their individual 
worth and not at the region as a single entity. As Pais points out, 
“These are different markets at different stages of development. 
But to some extent, that is the attractiveness of the market.”

A regional magnet for private equity  
As the gateway to the region, Singapore has seen an uptick 
in private equity activity as global firms rush to establish their 
presence in the city-state. 

Last October, KKR opened a branch office in Singapore, its 
seventh in the Asia-Pacific region. Since 2005, KKR has invested 
US$1b in Southeast Asia through notable transactions involving 
Singapore-headquartered companies Avago, Unisteel and MMI. 
Other global buyout funds, such as TPG Capital and CVC Capital 
also have opened local offices in Singapore. CVC opened its 
Singapore office in 2007 and has established sector teams 
focused on investment across Southeast Asia.

 “Hong Kong used to be a former base for private equity investors 
targeting the region, but now they’re moving to Singapore and 

“Curiosity from LPs is piquing, and Southeast 
Asia is becoming a very exciting market”

Luke Pais
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opening offices,” Pais says. “It’s not easy to sit in Hong Kong 
and service the market from there. If you’re not in the market, 
actively talking to people all the time, you’re not necessarily 
getting the first bite when deals come up.”

Singapore-based hubs are quickly becoming the norm as 
competition from other private equity firms and cash-rich 
corporates for assets and acquisitions heats up, forcing 
general partners and their firms to act with haste and allocate 
greater resources to Southeast Asia. Singapore’s regulatory 
environment, specifically, is a driver for deal activity. Safeguards 
for investors and the overall ease of doing business act as 
additional incentives to operating in the city-state.

“There’s quite a sizable amount of funds available to invest,” 
Pais says. “And Singapore structures are looking attractive to 
international investors.”

Discovering the deals and dealing with competition 
Singapore may be the undisputed regional hub for private equity, 
but myriad other deals and opportunities await discovery in the 
individual jurisdictions, led by Indonesia, Thailand and Malaysia.

Since 2011, Indonesia has seen 13 deals worth close to 
US$900m, according to mergermarket data. The sprawling 
archipelago nation’s stability and economic potential has long 
enamored investors and is likely to draw increased focus from 
major funds in the region, Pais notes. 

Deal value in Thailand over the same time period totaled only 
US$114m in two transactions. Pais says that as private equity 
activity increases in other Southeast Asian markets, Thailand  
has become less active. 

But with many opportunities come many challenges. Aside from 
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Spotlight on Southeast Asia

rival private equity firms, investors must also vie with cash-rich 
corporates, particularly those emanating from Japan, armed 
with deep pockets and synergies that private equity firms cannot 
contend with. 

However, when on the sell side, firms and fund managers are 
oftentimes able to capitalize on demand for their Southeast 
Asian assets, selling investments to strategic buyers at a hefty 
premium. In 2011, Navis Capital Partners sold Singapore-based 
King’s Safetywear Limited, a manufacturer of industrial safety 
footwear and personal protective equipment, to US-based 
Honeywell International for US$345.8m. Navis purchased the 
company in 2008 for US$83.5m. That deal was preceded by 
Navis’ sale of Linatext, a Malaysia-based maker of specialty 
rubber-based products purchased for US$31.1m, to the Weir 
Group for US$200m. 

Malaysia, too, stands out as a prime destination for private 
capital. With a high level of sophistication, a transparent 
regulatory environment and low barriers to entry, Malaysia is one 
of the easier destinations for private equity investors outside of 
Singapore, says Preman Menon, Director of Transaction Advisory 
Services for Malaysia. Yet, despite these conveniences, Malaysia 
has historically seen lower levels of private equity investment, 
with a fairly local ecosystem of deals, a trend that is likely to 
change as local businesses look outside Malaysia’s borders.

Growing pains 
Vietnam may not be an investor’s first choice to deploy resources 
– the nation’s weak economy and high inflation have created 
considerable disincentives — but what it lacks in economic glitter 
it more than makes up for in stability. The largely homogenous 
population and established political regime have created a degree 
of confidence and calm, giving it a needed edge over neighboring 
jurisdictions. 

“Right now, Vietnam is looking for capital, as the financial sector 
is doing quite poorly,” says Kelvin Lee, Transactions Leader for 
Vietnam. “In the Southeast Asia region, this is one place that 
needs private equity more than anywhere else.”

Economic considerations aside, one of the largest challenges  
for private equity investors in Vietnam is target quality. 

“There are a few gems, but unlike Indonesia, Vietnam lacks a 
well-run private sector, and capital is going to be needed to take 
some of these businesses to the next level,” Lee notes. 

Deal size and scale also limit private equity growth, as mid-sized 
funds with upwards of US$500m to deploy struggle to find 
companies north of the US$100m mark. Most deals fall in the 
US$35m–US$50m range. According to mergermarket data, 
aside from KKR’s purchase of a 10% stake in Masan Consumer 
Corporation, a food product distributor, for US$159m in 2011, 
the only other notable deals were US-based TPG Capital’s 
purchase of a 10% stake in FPT Corporation for US$37m in 2006 
and Temasek Holdings’ purchase of a 10% stake in Minh Phu 
Seafood Corp. for US$21m in 2007.

A general dearth of private equity players in the Vietnamese 
market has positioned the country to become a target for 
investment in the coming years as investors look to branch 

out from Singapore, Indonesia and Thailand. Sectors currently 
experiencing only lukewarm activity could soon start to see 
heated deal flow as GPs become embroiled with competitors for 
assets, particularly in the consumer goods, financial services and 
other non-exportable sectors, Lee says. 

Aside from Vietnam, the Philippines awaits its share of 
investment. Historically, private equity firms have had a fleeting 

“With a high level of sophistication, a 
transparent regulatory environment, and low 
barriers to entry, Malaysia is one of the easier 
destinations for private equity investors 
outside of Singapore”

Preman Menon

“The current trend is seeing a rapid shift 
away from corruption to transparency, 
fostering a more welcoming environment 
for international businesses and creating 
confidence among foreign investors”

Renato Galve
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interest in the country, opening and closing representative 
offices as needed. This was largely due to political instability, 
but that is changing. The current trend is seeing a rapid shift 
away from corruption to transparency, fostering a more 
welcoming environment for international businesses and creating 
confidence among foreign investors, says Renato Galve, Head of 
Transactions Advisory Services in the Philippines.

One particular sector that could see improved activity is 
infrastructure — from roads and rails to ports and power lines 
— which the archipelago nation finds itself incredibly lacking. 
According to the World Bank, the Philippines ranks as one of the 
top destinations in Asia for private investment, ahead of regional 
competitors Indonesia and Malaysia. As of late, however, that 
investment has been unsteady at best, as noted by a recent 
Financial Times report, decreasing from US$5.5b in 2009 
to US$1.1b in 2011. These opportunities, matched with the 
country’s stable inflation rates and political stability, stand to 
raise the Philippines’ profile for private investors.

Open for business 
Long the pariah of the region, Myanmar is turning away from its 
politically repressive past and embracing reform. A rapid shift 
to democracy, marked by the military-led government’s political 
and economic reforms in early 2012, is seeing the country open 
to the rest of the world. As sanctions from the West are lifted, 
potential investors worldwide are taking note, but barriers remain 
to be breached before Myanmar joins the ranks of its Southeast 
Asian neighbors.

Roads and power infrastructure are in short supply, Lee notes, 
and adequate laws protecting investors are needed. Most 
transactions are also still conducted in cash; credit card use  
is rare.

“Right now it’s an early-stage story,” Pais notes. “This is 
particularly true of the banking system — it needs to gear up to 
international standards and also needs international institutions 
to establish a presence.”

That hasn’t stopped multinationals, as interest and anticipation 
to enter the largely untapped market grows. A resource-rich 
country, Myanmar will likely see an expansion of investment, 
particularly in its oil and gas sector, Pais says. Already, 
Indonesian companies have started their market entry: according 
to mergermarket intelligence, an Indonesia-listed coal miner 

is reviewing potential coal mine acquisitions in Myanmar, and 
Timah, the state-owned Indonesian mining company, is preparing 
to invest up to US$18m in a tin mine.

Once economic reforms take hold and political promises are 
realized, investors will be able to fully utilize Myanmar’s unique 
geographic position as a link between Southeast Asia and China 
and India. A low-cost labor force and growing manufacturing 
base are also likely to draw businesses looking for viable 
alternative markets to China.

While prospects abound across Southeast Asia, private equity 
investors’ abilities to tap these new frontiers for growth will rely 

largely on their ability to adapt and maintain a level of flexibility. 
This is particularly true as no two jurisdictions exhibit the same 
regulatory environments. Risks are abundant — but so too are the 
treasures of a region ripe for private equity and foreign investors. 

“There are a few gems, but unlike Indonesia, 
Vietnam lacks a well-run private sector, and 
capital is going to be needed to take some of 
these businesses to the next level”

Kelvin Lee
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Deal expectations

Compared with 2012, respondents show a stronger consensus 
for energy, mining and utilities and consumer sector deals  
in 2013 across Asia-Pacific

In 2012, 52% and 47% of respondents expected deal flow in the energy, mining and 
utilities and consumer sectors, respectively. For 2013, those two sectors maintain their 
top positions with 80% and 72% of respondent views, respectively. Energy is still at the 
top of the agenda for many Asian nations, and private equity investors will be looking  
to capitalize on innovation and growth in the sector across the region. Furthermore,  
the Asian consumer has continued rising in terms of discretionary income and 
purchasing power, and financial investors see plenty of opportunity to play leading  
roles in this growth story. At the same time, a rising tide is lifting  all vessels, and a 
number of sectors are also expected to attract private equity activity.

One globally focused institutional investor in South Korea says, “The energy sector is 
enjoying unprecedented growth in Asia-Pacific, and rising demand and stable oil prices 
are driving the increase in private equity activity. I think in the next 12 months, private 
equity investment in the energy and mining sector will remain strong in response to high 
commodity prices. Furthermore, the pharmaceutical, medical and biotechnology sector 
is also receiving high levels of private equity funding as Asia-Pacific is emerging as the 
new location for drug development and innovation.”

Which sector(s) will experience the greatest amount of private equity  
activity across Asia-Pacific? 

Percentage of respondents

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Other

Transportation

Real estate

Financial services

Pharma, medical
and biotech

Technology, media and
telecommunications

Industrials and chemicals

Consumer

Energy, mining
and utilities   80%

  72%

  51%

  48%

  45%

  39%

  21%

  11%

  11%
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Another institutional investor in Southeast Asia adds to this, saying, “Looking at the 
population of Asian countries and the demand for reforms in health care, I think private 
equity will have great opportunities to invest in the health care sector. In many Asia-
Pacific countries, spending on health care occupies a huge chunk of annual government 
spending, and thus government is planning for major reforms and innovations in the 
health care system.”

Given the current economic environment, deal flow in other sectors could benefit  
from the valuation climate. As one investment banker puts it, “I think there are a lot  
of opportunities in retail and manufacturing, which are struggling in these markets  
and have historically low valuations.”
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Deal expectations

However, sector focus varies by geographic location

While the energy, mining and utilities and consumer sectors will be hot across the region, 
only in Greater China do these sectors occupy top spots. South Korea- and Southeast 
Asia-focused respondents expect industrials and chemicals to see the bulk of deal flow; 
expectations in Japan center on the energy, mining and utilities and TMT sectors.

As Japan abandons nuclear power, the search has begun for new energy sources 
to meet the country’s energy needs. As one institutional investor explains, “Energy 
companies are looking to invest in renewable energy and other conventional forms of 
energy, and private equity firms are trying to explore this new opportunity in Japan.”

In India, more than three-quarters of respondents believe the consumer sector will  
be most popular, but the TMT sector also garnered almost 60% of respondent views.  
One investment banker in India states, “Demand for IT services and new technologies 
in the telecommunications and mobile sectors have surged, and opportunities to 
invest in innovative companies are significant.” He continues, “Technology companies 
in India, China and South Korea are emerging as leading providers of new generation 
technologies. These technologies are in great demand, but lack access to debt finance, 
thus private equity investors are well placed to capture the opportunity.”

Which sector(s) will experience the greatest amount of private  
equity activity in your primary region of focus? 

 Energy, mining and utilities  Consumer
 Technology, media and telecommunications

 Financial services
 Industrials and chemicals

 Pharma, medical and biotech  Other Real estate

Percentage of respondents
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Sector specialization is becoming more important  
to Asia-Pacific private equity investors

Mirroring results from our previous survey, sector specialization is important to 
the majority of respondents. Slightly more respondents this year consider sector 
specialization both very important and somewhat important, perhaps a result of 
growing sophistication in Asia-Pacific private equity.

One institutional investor says private equity firms that specialize in a certain sector 
have the edge in sourcing deals and seeing them through to completion. Sector 
specialization allows these firms to identify high-potential sector players. Sector 
specialization also helps private equity firms “define a clear strategy, while keeping  
their reach broad enough to ensure they target only high-yielding and healthy 
companies,” he says. 

Not all respondents saw a need for sector specialization. One said it was unnecessary 
considering the general abundance of opportunities and the plethora of industry experts 
and advisors. Others say specialization can act as a compass in uncertain economic 
waters and against rising competition. One respondent says, “Sector specialization 
is a ‘must’ in the current volatile business environment, and the benefits are high. It 
improves the quality of the deal by being able to identify the right targets and by being 
able to perform streamlined due diligence.”

How important is sector specialization for private equity investing  
in Asia-Pacific?

 Very important  Somewhat important  Not important

49%

38%

13%

“Sector specialization is a 
‘must’ in the current volatile 
business environment, and 
the benefits are high”
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Deal expectations

Deal sizes are expected to be larger across the board in 2013 
compared with 2012, but remain in the mid-market range

Last year, respondents expected high levels of activity below US$15m in Greater China, 
India and South Korea. This year, only India is expected to see strong deal flow at this 
level, and only according to 6% of India-focused respondents. On the flipside, very few 
respondents in last year’s survey expected deals above US$250m and only in Southeast 
Asia and Australasia. For 2013, expectations have shifted, with no respondents 
expecting large-scale deals in Southeast Asia in the next 12 months. Respondents 
thought the largest deals would continue to occur in Australasia, as well as Greater 
China and Japan. More interestingly, significant numbers of respondents in every 
subregion expect more deal flow in the US$101m–US$250m range.

One Australia-focused respondent says that private equity firms are being drawn to the 
mid-market due to the ease of integrating and managing smaller companies and that 
these buys are ultimately more profitable than those for larger companies. As such,  
the respondent elaborates, private equity firms are changing their investment 
strategies, focusing on the mid- and lower-mid-market. 

In which deal size range do you expect to see the greatest level of private 
equity investment over the next 12 months in your primary region of focus?

 < US$15m  US$15m–US$50m
 US$101m–US$250m

 US$51m–US$100m
 >US$250m

Percentage of respondents
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Greater China 28%

38%

6% 70%

32% 36% 16%16%

27%

24% 38% 38%

45% 18% 10%

18% 6%

24% 38%

50% 13% 9%
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Respondents expect fewer exits and more management 
buyouts than in 2012

Management buyouts are gaining the most consistent attention from respondents 
across all subregions as private equity investors look to provide capital for management 
teams ready to take over ownership of the companies they run. For example, according 
to 82% and 72% of respondents in Japan and Greater China, respectively, the bulk of 
deals are expected to happen via this channel. 

While values are down, and therefore so are expectations for exits, many respondents 
still see opportunities for secondary buyouts, which are expected in South Korea, 
Australasia and Southeast Asia by close to three-quarters of respondents. 

One such recent example was US-based Kohlberg Kravis Roberts & Co.’s June 2012 
acquisition of a 63% stake in Genesis Care Pty Ltd., the Australia-based health care 
firm operating a network of cardiology and cancer care hospitals, from Advent Private 
Capital Pty Ltd., the Australia-based private equity firm, for an approximate cash 
consideration of US$352m. According to respondents, other such deals are expected  
to follow.

Over the next 12 months, what type of private equity deal(s) do you expect 
to make up the bulk of transactions in your primary region of focus? 

Percentage of respondents

 Management buyout  Secondary buyout
 Private investment in public equity (PIPE)

 IBI (21%–49%)
 Pre-IPO investments

 IBI (50%–99%) Institutional buyout (100% stake)
 Institutional buy-in (<20%)

 Exit Take private
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Deal valuation and financing

A majority of respondents expect transaction values  
to rise in 2013 

For 2013, more respondents expect an increase in transaction values than they did in 
2012. In fact, 77% of respondents expect transaction values to increase in the Asia-
Pacific region over the next 12 months, compared with just 62% of respondents a year 
earlier. Over the next 12 months, the greatest overall increase in values is expected in 
Australasia, according to 90% of respondents, and the most significant rise in prices 
is expected in Southeast Asia, according to 23% of respondents, with another 46% 
expecting a slight increase in Southeast Asia. 

Fewer respondents expect major changes in Greater China and India, with over half 
expecting Indian valuations to remain the same. One private equity investor focused 
solely on India explains, “Valuations in India are not expected to rise compared to other 
Asia-Pacific countries because private equity investors are worried about the current 
regulatory environment in India.”  And in fact, 12% expect valuations in India to fall  
over the coming 12 months.

Another South Korea-focused respondent sheds some light on the landscape there, 
saying, “During the last two years private equity activity in Korea was rather low, and 
both local and international private equity firms refrained from investing in Korea. 
However, now institutional investors have again become active, and they are allocating 
more funds for private equity investments in Korea, and I think private equity valuations 
will increase in Korea as a result.”

Over the next 12 months, what are your expectations for private equity 
transaction values?

 Increase significantly  Increase slightly  Decrease slightly Remain the same

Percentage of respondents
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23%

16%

11%

9%

6% 29%
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73% 18%

79% 5% 5%
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46% 31%
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Macroeconomic conditions continue to weigh heavily  
on valuations

As was the case in 2012, respondents place a heavy emphasis on the macro-economy’s 
ability to influence company valuations for private equity deals. Indeed, the global 
economic uncertainty is expected to affect the valuation climate strongly in all Asia-
Pacific subregions, particularly Greater China, Southeast Asia and India. In Australasia 
and South Korea, the same or more respondents expect competition to influence 
valuations in their respective markets, a key reason cited by more than half  
of respondents in every subregion except India.

In Australia, a primary reason for increased competition could be a flight to quality. 
As one respondent explains, “Competition for Australian assets is very high because 
Australian assets are very safe and the financing and regulatory climate is excellent  
and highly developed, which significantly impacts valuations.”

Which of the following do you think is/are having significant influence(s) on 
the current private equity valuation climate in your primary region of focus? 

Percentage of respondents

 Macroeconomic conditions  Bidder competition for target
 The financing environment  Recent financial performance of target

 Market position of target  Potential IPO alternatives  Public market valuations
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Deal valuation and financing

The valuation gap between buyers and sellers is largely 
expected to remain steady across Asia-Pacific

According to 54% of respondents, the valuation gap between buyers and sellers across 
Asia-Pacific is expected to remain largely unchanged, which is almost identical to 
respondent views in 2012. More respondents (28%) see the buyer-seller valuation gap 
decreasing across the region, compared with last year when 21% expected the same. In 
fact, one private equity investor gives a positive view: “As the market is recovering and 
uncertainty is fading, valuation gaps in Asia-Pacific are narrowing, and we can expect 
more deals to close.” He continues, “Seller demand is right where it was, and now 
buyers are willing to pay more for a valuable target as the market is recovering.” 

Interestingly, the tables have turned in both India and Southeast Asia as the valuation 
gap in India is getting wider and in Southeast Asia smaller, according to more than 
half of respondents. This is in direct contrast to results from last year. In India, 47% of 
respondents said the valuation gap in 2012 would decrease, and the outlook for 2013 
is likely the result of investor caution given uncertainties in the Indian economy. At the 
same time, sellers have seen high valuations in the past and perhaps feel some degree 
of entitlement to command a premium for their businesses. One India-focused private 
equity investor opines, “Though the valuation gap in India is increasing, I expect a global 
condemnation of recent policies will lead the government to withdraw these policies, 
and eventually the valuation gaps will stabilize.”

Over the next 12 months, what do you expect to see with regard  
to the valuation gap between private equity buyers and sellers? 

 Increase  Remain the same  Decrease

Percentage of respondents
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There is slightly greater appetite for leverage across  
Asia-Pacific compared with 2012

In particular, respondents focused on Greater China and India expect greater use of 
debt to finance transactions in 2013. Last year’s survey found that 55% and 60% 
of respondents expected 0%-25% leverage in each market, respectively. This year, a 
majority of respondents believe leverage will be in the 26%-50% range, still relatively 
low by global standards. One Japan-based private equity investor with an Asia-Pacific 
reach says, “Leverage has increased in private equity transactions but is still lower than 
the pre-crisis levels.” Another global private equity investor based in and focused on 
Australasia explains, “Deals with less leverage tend to be more successful than highly 
leveraged deals as they have less burden of carrying forward debt, and investors can 
focus on improving the value of the acquired company.”

This aversion to debt seems to be particularly true of South Korea-focused respondents, 
of which three-quarters anticipate debt levels placed on acquired companies to be at the 
lowest end of the range.

How much leverage do you expect will be used in private equity transactions 
over the next 12 months in your primary region of focus?

Percentage of respondents

 0%-25%  26%-50%  51%-75%
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29%
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45%

75% 12% 13%

45% 10%

53% 21%

53% 18%

61% 8%

19%62%

“Leverage has increased in 
private equity transactions 
but is still lower than the 
pre-crisis levels”
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Deal valuation and financing

Across Asia-Pacific, debt markets have stabilized, according  
to 63% of respondents expected to remain steady across  
Asia-Pacific

The consensus according to respondents in all subregions is that the debt-financing 
environment for private equity transactions has stabilized and will remain stable. In 
addition to views for the entire region, a majority of respondents in India, Australasia, 
Japan and South Korea expect this to be the case. One institutional investor states, 
“The debt market has improved compared to last year. Governments understand the 
importance of private investments, and they are supporting private equity investors by 
providing access to debt. Though China is still behind some other Asia-Pacific countries, 
the situation has certainly improved there as well.”

However, others believe that the market has stabilized but has yet to improve. A private 
equity investor with a pan-Asia-Pacific focus says, “Debt financing still has to improve  
for me to say that it is easier to obtain than last year, but I can say that in Asia-Pacific, 
the debt environment has stabilized and will slowly improve.”

How would you best describe the private equity debt financing environment 
over the coming 12 months?

 The debt financing environment has stablized and will remain stable
 Debt financing will be more difficult due to restrictive covenants

 Debt financing will be more difficult due to retrenching European lenders
 Debt financing will be more difficult due to rising cost of borrowing

 Debt financing will be easier to obtain than last year

Percentage of respondents
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Deal flow and exit options

Macroeconomic conditions and regulatory changes are 
expected to have the most significant effect on deal  
flow in 2013

Just as lingering uncertainty in the global economy is affecting the valuation climate,  
an uncertain outlook is expected to affect private equity deal flow activity, according  
to 84% of respondents, as market participants gauge the right conditions for 
investment. This was a common theme in 2012 as well, when 65% of respondents 
said that macroeconomic conditions would have an impact on deal flow. However, in 
2013, respondents have placed a far greater emphasis on regulatory changes and their 
influence over deal flow: 74% in 2013 compared with only 25% of respondent views  
for 2012. Despite these expected challenges, the outlook still remains positive.

A global private equity investor based in South Korea says, “Private equity has become 
an important aspect of liquidity and therefore governments are encouraging private 
equity investment by relaxing restrictions on investors. This will have a greater impact 
on private equity deal flow. Consider India. Private equity firms are concerned about 
continuing their investments in India because of the Indian Government’s new tax 
policies, but if the government does not implement the new tax policies, then private 
equity deal flow could double in the next year.” 

What factor(s) will have the greatest effect on deal flow over the coming  
12 months across Asia-Pacific? 

Percentage of respondents
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Deal flow and exit options

The regulatory environment’s effect on deal flow is most  
acute in Greater China and India

While there are a host of factors affecting private equity deal flow across Asia-
Pacific’s subregions, macroeconomic uncertainty stands out above the rest in every 
major geographic location. Other notable factors affecting deal flow are changes 
in government regulations in Greater China and India and seller distress in Japan, 
according to roughly three-quarters of respondents.

An institutional investor in Southeast Asia says, “Changing regulations in India are 
having a major impact on the appetite of private equity funds investing there. The  
Indian Government introduced some quick policies with short notice that complicated 
the deal process, and private equity investors were apprehensive given the new policies. 
However, as the Government plans for amendments of these policies, investor interest 
should return.”

What factor(s) will have the greatest effect on deal flow over the coming  
12 months in your primary region of focus? 

 Macroeconomic conditions/uncertainty  Changes in government regulations
 Availability of leverage Funds nearing the end of their investment period

 Seller distress  Other

Percentage of respondents
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Deals sourced from personal relationships and advisory 
intermediaries are still seen as important in many markets  
in 2013

A key theme of last year’s report was the competitive value-added proposition that 
private equity funds offer to investors in finding the next deal in an unsophisticated 
marketplace. While personal relationships were a key marker for sourcing deals, 
according to respondents last year, respondents expect new opportunities to come 
directly from corporate sellers in 2013, though still with an emphasis on personal 
relationships, particularly in Greater China and Southeast Asia. 

On the other hand, in India and South Korea, 82% and 63% of respondents, respectively, 
say advisory intermediaries are the primary means for sourcing new opportunities. An 
institutional investor in India says, “Sourcing deals in India and China is not an issue. 
In India the process of matching private equity buyers and sellers increasingly involves 
intermediaries.”

Another institutional investor in Australasia says, “Now private equity firms are relying 
on personal relationships and sourcing targets through local networks. The experience 
of the local investment team is always the most reliable as they know where what is 
happening in the market. But when private equity firms venture into a new market they 
often use advisory intermediaries or directly approach corporate targets.”

In your opinion, what will be the primary method for sourcing Asian private 
equity deals over the next 12 months in your primary region of focus? 

Percentage of respondents

 Direct from corporate/strategic  Personal relationships
 Direct from PE

 Advisory intermediaries
 Pre-IPO Investments  Marketing events

 Direct marketing Online informational exchanges
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Deal flow and exit options

In 2013, IPO markets are expected to be subdued compared  
with last year

With IPO markets relatively slow compared with previous years, respondents expect 
fewer exit opportunities in public markets over 2013 compared with 2012. However,  
a majority (51%) still expect IPO markets to provide the best exit opportunities in 
Greater China, though last year’s number was higher at 67%. A majority of respondents 
in Southeast Asia, India and Australasia expect the most viable exits to be to strategic 
buyers, contrasts with last year’s views, when respondents were split between exit 
options.

Which private equity exit strategy (either IPOs, secondary buyouts or trade 
sales) do you expect will be the most viable in each of the following markets 
over the next 12 months? 

 IPO  Secondary buyout  Trade sale

Percentage of respondents
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Capital flows and investor demand

Investor allocation to Asia-Pacific private equity is expected 
to rise at a faster pace compared with 2012

In total, nearly three-quarters of respondents expect more LP capital to enter the 
market in 2013, compared with 68% in 2012. At the same time, the pace is projected 
to pick up as allocations made to Asia-Pacific private equity are expected to increase 
significantly, according to 30% of respondents, compared with just 19% in 2012.  One 
Asia-Pacific-focused private equity investor based in Southeast Asia says, “Big investors 
in private equity funds, such as global pension funds, university endowments and family 
offices, are increasing their capital allocations for investments in private equity in Asia-
Pacific because of higher growth, improving corporate governance and higher returns. 
I anticipate a staggering jump in capital allocation by the LPs if the macroeconomic 
conditions turn more favorable.”

Over the next 12 months, what do you expect will happen to LP investor 
allocations made to the Asia-Pacific  private equity class as a whole?

 Increase significantly  Increase slightly
 Decrease slightly

 Stay the same
 Decrease significantly

30%

44%

24%

2%

“Big investors in private 
equity funds are increasing 
their capital allocations for 
investments in private equity 
in Asia-Pacific because of 
higher growth, improving 
corporate governance and 
higher returns”
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Capital flows and investor demand

A big jump in institutional capital coming from Greater  
China is expected in 2013

Almost three-quarters of respondents expect institutional capital to come from Greater 
China over the course of 2013, a substantial increase from the 47% of respondents that 
said the same of 2012. Respondent views regarding capital flows from North America 
and Europe are roughly the same as they were in 2012. However, Australasian and 
South Korean LP capital is expected to flow into the market according to 42% and 30% 
of respondents, compared with 7% and 8% of respondent views in 2012, respectively.

A global institutional investor in Greater China says, “European and North American 
institutional investors are looking to increase their investments in private equity funds 
in Asia-Pacific. The opportunities for them in their domestic markets have shrunk as 
returns have withered, thus they are increasing their investments where they can make 
better returns. Also they are motivated by the regulatory changes Asian governments 
have undertaken particularly to attract these foreign institutional investors.”

Where do you expect most inflows of institutional equity capital into  
Asia-Pacific private equity will come from over the next 12 months? 

Percentage of respondents
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Secondary market trading is on the rise, according to 60%  
of respondents

The financial crisis in 2008 and the ensuing turmoil in the years following prompted 
LP investors the world over to search for liquidity. The result has been an increase 
of activity in the secondary market. In Asia-Pacific, the trend has been slower to 
materialize than in more developed markets in the West, but activity in the secondary 
market will pick up in the region, according to 60% of respondents, though most (53%) 
expect this change to be slight. 

One private equity investor in India says the general absence of other exit opportunities 
for portfolio companies has led LPs to turn to the secondary market more so than 
previously. Another institutional investor focused on South Korea says that since many 
portfolio companies are still unable or unwilling to exit, LPs are using secondary activity 
to make gains.

What do you expect for the private equity secondaries market (i.e. LPs 
buying and selling existing commitments and interests in private equity 
funds) in Asia-Pacific over the next 12 months? 

 Increase significantly  Increase slightly  Decrease slightly Remain the same

53%

32%

8% 7%
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Capital flows and investor demand

Fund sponsor due diligence processes at the asset level are 
becoming more important for LPs making new investments  
in Asia-Pacific funds

Compared with 2012, due diligence has become far more important for institutional 
investors evaluating new fund opportunities in Asia-Pacific. While management team 
experience remains a top issue, identical to last year, due diligence processes top the list 
for 71% of respondents in 2013, compared with just 25% in 2012.  With a heightened 
awareness of fraud and corruption, thorough due diligence has become paramount,  
and due diligence processes must be prepared to adapt to Asia-Pacific’s markets,  
many of which differ substantially from their Western equivalents. 

Due diligence in Asia, one respondent in Greater China points out, takes an unusually 
long time. The market has yet to embrace international standards, and due diligence 
processes can be outdated. Relying on historical results alone does not create an 
accurate picture of the company. An institutional investor in India says, “In Asian 
markets, due diligence that relies only on the annual books is not enough. Instead, 
due diligence has to be done by gathering unbiased information from the field by 
interviewing customers, suppliers, competitors and creditors to get accurate  
information about the target and most importantly its liabilities.”

Pertaining to the experience of the management team, a private equity investor in 
Japan says a lack of qualified investment professionals in the local market presents 
problems, and relocating investment teams creates feasibility issues. According to 
the respondent, “As the industry is maturing, private equity is becoming increasingly 
competitive, and success completely depends on access to good deals, which is only 
possible with a highly experienced management team.” 

Over the next 12 months, what will be the most important issue for  
fund investors when making new allocations to Asia? 

Percentage of respondents
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Country-specific funds are finding more favor in 2013  
for Asian and non-Asian LPs alike

According to more than three-quarters of respondents, Asian and non-Asian LPs  
alike will prefer country-specific funds over 2013, a continuation of a trend from  
last year, when 62% and 45% said Asian and non-Asian LPs would elect country funds, 
respectively. At the same time, global and Asia-Pacific funds should draw more non-
Asian capital, according to respondent views, and while some LPs engage in direct 
investing, many respondents believe this will remain difficult.

According to one institutional investor, “Asia-Pacific is dominated by regional- and 
country-specific funds, which have the upper hand in the market and always exploit this 
for their benefit. Thus, both local and international LPs are choosing to invest in local or 
regional funds. I have not seen many LPs engaging in direct investments because they 
lack experience.” 

Another private equity investor provides a slightly different view, saying, “Local LPs 
are concentrating on country-specific funds because of cultural similarities and are not 
very interested in partnering with global private equity firms. Local LPs are also trying 
their hand at direct investment opportunities, but foreign LPs will not be able to obtain 
permission for direct investing in many Asian countries.”

How will Asian LPs and non-Asian LPs primarily make allocations  
to Asia-Pacific private equity over the next 12 months? 

Percentage of respondents

 Non-Asian LPs  Asian LPs
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Capital flows and investor demand

Respondents do not anticipate any problems raising capital  
for Asia-Pacific strategies

With LP interest in Asia-Pacific private equity up across the board, 44% of respondents 
expect new funds to meet fund-raising targets in 2013, and 47% expect fund-raising 
to slightly exceed targets. In last year’s survey more than half of respondents expected 
new fund offerings in 2012, and as those new funds raise capital, few expect them to 
encounter significant problems. Furthermore, with more capital in the market, more 
competition is expected in 2013. 

At final close, Asia-Pacific-focused funds currently raising new capital  
will do which of the following concerning meeting fund-raising targets?

 Significantly exceed  Slightly exceed
 Fall slightly short of

 Meet
 Fall significantly short of

47%

44%

6% 1% 2%
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Half of respondents agree: Asia-Pacific will remain a bright 
spot in the global economy, attracting more private equity 
capital to the region in 2013

Fifty percent of respondents expect Asia-Pacific economies to act as beacons amid a 
faltering global economy, a key reason for increased private equity investment in the 
region. At the same time, 43% expect tighter liquidity, with 22% expecting this to lead 
to more distressed opportunities and another 21% anticipating that liquidity issues will 
create opportunities for investment in healthy companies. Few respondents expect 
global economic uncertainty to slow Asia-Pacific private equity investments significantly.

What will be the greatest effect of the global economic slowdown on private 
equity activity in Asia-Pacific?

 Asia-Pacific will remain a relative bright spot in the global economy, and Asia-Pacific’s global share  
 of PE activity will increase substantially

 Tighter liquidity will lead to more distressed investment opportunities
 Tighter liquidity will create investment opportunities in healthy companies
 Uncertainty will push down valuations and slow deal activity
 Financing for private equity investments will be difficult to access

50%

22%

21%

5% 2%
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Challenges to private equity

Competition from corporate acquirers tops the list of 
challenges for Asia-Pacific private equity

According to 79% of respondents, the greatest challenge to private equity investment 
in 2013 will be competition from strategic corporate investors — willing and sometimes 
more able to pay higher prices for assets — who will create greater bidding obstacles 
for buys than other private equity investors, sovereign wealth funds or LPs engaged 
in direct investing. At the same time, macroeconomic uncertainty will be a challenge, 
according to 71% of respondents, and regulatory issues will be a challenge, according  
to 66% – two key themes to watch for the coming 12 months.

A private equity investor says, “Corporates across Asia-Pacific did not suffer as much 
as private or institutional investors during the recession. Corporates have a very strong 
cash position and are aggressive toward M&A opportunities. This is creating stiff 
competition for private equity investors and driving valuations up.”

What do you see to be the most significant challenges facing private  
equity over the next 12 months across Asia-Pacific? 

Percentage of respondents

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Too much private equity
capital in the market

Establishing a viable
exit strategy

Debt financing concerns

Lack of viable
opportunities

Difficulty raising capital

Overvalued targets

Regulatory issues

Macroeconomic
uncertainty

Competition from
cash-rich corporates   79%

  71%

  66%

  48%

  25%

  23%

  22%

  20%

  16%
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Competition from corporates is most acute in Greater China 
and Southeast Asia

Competition will challenge private equity investors in Greater China and Southeast 
Asia, according to more than 80% of respondents in each subregion. At the same time, 
regulatory issues in India and Greater China are expected to challenge market players, 
according to 94% and 78% of respondents, respectively. More than half of respondents 
focused in these locations also expect overvalued targets to curb private equity activity. 

A Southeast Asian institutional investor primarily focused on Greater China says, “The 
major factor hindering efforts to put more capital to work is the valuation mismatch 
between buyers and sellers due to volatile public equity markets and some level of 
prevailing uncertainty. Sellers are holding out for the lofty trading multiples and are 
demanding prices that were there at market peaks, but private equity buyers are 
reluctant to stretch their bids to meet sellers’ high price expectations.”

In South Korea, 63% of respondents say difficulties raising capital will be a challenge 
for private equity investors there, and a majority in Japan and Australasia expect 
competition from strategic buyers to present the greatest challenge.

What do you see as the most significant challenges facing private equity over 
the next 12 months in your region of focus? 

Percentage of respondents

 Competition from cash-rich corporates  Macroeconomic uncertainty
 Overvalued targets

 Regulatory issues
 Debt financing concerns

 Lack of viable opportunities

 Difficulty raising capital
 Too much private equity capital in the market Establishing a viable exit strategy
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Challenges to private equity

The expectations for competition are similar across Asia-
Pacific’s subregions

Most respondents in every subregion point to strategic buyers, and all subregions except 
South Korea-based respondents expect competition from other private equity investors. 
In China, where a strong local private equity market has developed, competition from 
locally-based firms will particularly challenge global players. Furthermore, sovereign 
wealth funds are expected to give private equity funds competition in Greater 
China, Australasia and South Korea, according to roughly 60% of respondents in 
each subregion. While this is similar to last year in South Korea, more respondents 
expect sovereign wealth funds to challenge private equity funds in Greater China and 
Australasia in 2013.

Which bidder type will create the most competition for private equity 
investors in your region of focus over the next 12 months? 

 Corporate/strategic buyer  Other private equity investors
 Other LPs engaged in direct investing Sovereign wealth funds

Percentage of respondents
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Japan, Greater China and India are projected to be the most 
challenging markets

Japan, a relatively developed private equity market, is projected to be one of the 
two most difficult investment markets by 29% of respondents. According to a private 
equity investor in Japan, “The single biggest challenge facing private equity firms in 
Japan is the regulatory environment. Regulations in Japan allow only specific types of 
investment models, which are unsuitable for many private equity firms. Japan also lacks 
opportunity generally because of its poor economy and macroeconomic uncertainty.” 

Given competition for deal flow, the same number of respondents point to Greater  
China as the most difficult, and India, with its regulatory uncertainties and high 
valuation expectations, is expected to be most difficult by 22% of respondents. 

Over the next 12 months, which region do you think private equity buyers 
will find the most challenging in terms of undertaking acquisitions? 

 Japan  Greater China  South Korea India
 Australasia  Southeast Asia

29%

29%

22%

14%

3% 3%
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Challenges to private equity

Southeast Asia and Australasia are expected to be the least 
challenging markets

In contrast to last year’s survey, when there was no consensus for the least challenging 
market in Asia-Pacific, 43% of respondents say Southeast Asia is the market with the 
fewest challenges for private equity investment over the next 12 months. Another 30%  
of respondents point to Australasia as least challenging. 

An Australasia-focused investment banker disagrees and highlights what he  
perceives as a number of challenges facing the subregion. “Though access to debt  
is easy, interest rates are very high in Australia, which makes debt unfeasible for many 
investors. Competition from corporate buyers is the most common and significant 
challenge for the private equity firms in the country. Australia already has limited 
opportunities, and as competition for these opportunities has increased, target 
valuations have risen sharply.”

Over the next 12 months, which region do you think private equity buyers 
will find the least challenging in terms of undertaking acquisitions? 

 Southeast Asia  Australasia
 Japan

 Greater China
 India  South Korea

43%

30%

12%

8%

4% 3%
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Concerns regarding high seller valuation expectations remain 
the same on a transactional level

According to more than 70% of respondents in every subregion across Asia-Pacific, 
high seller valuation expectations are often the reason deals do not close. Interestingly, 
sellers who are unwilling to give up management control were a major concern in 
Southeast Asia, India, Japan and South Korea, where family owners are often hesitant 
to  sell their livelihoods and legacies. Legal and regulatory issues struck a chord with 
88% of respondents in India and 69% in Greater China, and cultural and management 
differences are a major challenge in South Korea, according to 75% of respondents 
focused there.

On a transactional level, what are the biggest obstacles for private equity 
investment in your region of focus?

 Sellers’ valuation expectations are too high  Sellers unwilling to give up management control
 Taxation issues Legal/regulatory challenges

 Cultural or management differences  Corruption/compliance of target
 Sellers do not understand the benefits of private equity investment

Percentage of respondents
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The changing face of private equity

The use of internal operating partners continues to increase  
in the region

Compared with last year’s survey, when 43% of respondents saw an increased use of 
internal operating partners, 50% of respondents have observed a similar increase this 
year. A global institutional investor focused on Greater China says, “Now, operations and 
portfolio professionals are increasingly playing an important role in improving portfolio 
values for Asian private equity. When looking to improve the performance of their 
portfolio companies, the majority of the private equity firms always seek guidance from 
their internal investment professionals and operational partners.”

Have you observed increased use of any of the following in order to create 
incremental value in a portfolio? 

Percentage of respondents

0% 10% 20% 30% 40% 50% 60%

None of the above

External advisors

External management
consultants

Internal portfolio
support team

Internal operating partners   50%

  35%

  29%

  21%

  22%

“Now, operations and 
portfolio professionals are 
increasingly playing an 
important role in improving 
portfolio values for Asian 
private equity”
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The rise of a truly global Asia-Pacific private equity fund  
is at least two years away, according to 52% of respondents 

As Asia-Pacific funds grow in size and prowess, the question of whether they will 
capitalize on investment opportunities outside of Asia-Pacific in large numbers remains 
unclear. According to 52% of respondents, this process will take more than two years. 
At the same time, 48% believe this will happen within the next two years though, almost 
30% say this will take place between 18 and 24 months. 

A private equity investor in Southeast Asia believes within the next year Asia-Pacific 
private equity funds will jump on opportunities elsewhere, saying, “As the euro crisis 
is ending, private equity firms based in Asia-Pacific who have an interest in distressed 
assets will invest in Europe. Many private equity firms are also opening to invest in other 
emerging regions like Africa and Latin America.”

How long will it be before private equity firms based in Asia-Pacific 
significantly increase their investment activity outside of Asia?

 0-12 months  12-18 months  >24 months 18-24 months

16%

29%

52%

3%
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The changing face of private equity

Asia-based private equity funds pose a greater risk to their 
global peers in 2013 than in 2012

With many LPs looking to invest with country-focused funds in Asia-Pacific, an 
overwhelming majority expect Asia-Pacific funds to challenge global funds in 
raising capital and executing transactions. Particularly with respect to fund-raising, 
respondents expecting Asia-Pacific funds to compete significantly increased to 51% 
from 38% in 2012. Furthermore, in last year’s survey, 18% and 11% said that Asia-based 
funds would not significantly challenge established global funds for fund-raising and 
executing transactions, figures that have diminished in 2013 to 3% and 5%, respectively.

How significant is the competition posed by Asia-based private equity  
funds to well-established, global private equity funds in Asia over the  
next 12 months?

Percentage of respondents

 Very significant  Somewhat significant  Not significant

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

In terms of
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72%

28%

More respondents expect diversification of private equity 
strategies in 2013 than in 2012

In 2013, 72% of respondents expect private equity houses to diversify offerings, 
compared with 62% in 2012. Furthermore, strategies expected to gain attention include 
venture capital according to 31% of respondents, infrastructure by 27% of respondents 
and funds of funds by 14% of respondents.

A private equity investor focused in Greater China says, “Private equity firms in Asia-
Pacific are now dedicating their experience toward venture capital, focusing on early- 
and growth-stage investments in a number of sectors. Venture capital has shown an 
outstanding track record in Asia-Pacific, and the exceptional returns achieved through 
venture capital are attracting private equity firms.” 

Another private equity investor focused in Greater China says, “Private equity firms are 
increasingly getting comfortable taking risks with infrastructure investments, and they 
are more keen to finance infrastructure projects.”

Do you believe that Asia-Pacific private equity houses will diversify away 
from the traditional buyout model into other alternative asset business lines?

 31%  Venture capital
 27%  Infrastructure
 14%  Funds of funds
 9%  Distressed debt
 8%  Property
 7%  Public equity
 3%  Mezzanine debt
 1%  Trading

Prominent business lines:

 Yes  No
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Pan-regional view of  
private equity endeavors

Reversing a downward trend in activity following the global 
financial crisis in 2008, private equity fund managers are once 
again raising funds and making buys across Asia-Pacific. Global 
investors looking to reap the benefits of the region’s growth trend 
have set their sights on Asia-Pacific, as local shops also begin to 
open their doors.  Indeed, as private equity’s traditional homes in 
the United States and Europe post lackluster economic stats and 
offer fewer opportunities, investor attention has turned East.

Private equity buyout activity across Asia-Pacific rose steadily 
from 2009 to Q3 2012, peaking in Q2 2011 before beginning 
a slow decline and leveling off going into 2012. The average 
transaction volume during that time was 57 deals per quarter 
with a mean value of approximately US$150m per deal. 

On average, deal size was uniform over the past three years,  
with 68% of transactions worth less than US$250m, according  
to mergermarket data. Though a vast majority of deals were 
less than US$250m, 2011 saw numerous transactions valued at 
well above the US$1b mark, including a 5.44% stake acquisition 
in China Construction Bank by a Temasek Holdings-led group of 
investors for a consideration of US$8.29b and the Carlyle Group’s 
purchase of Nomura-owned Tsubaki Nakashima, a Japanese 
manufacturer, for US$1.13b. More recent large-cap deals 
included Hong Kong-based Affinity Equity Partners’ and a group 
of investors’ acquisition of a 24% stake in a South Korean life 
insurance company, Kyobo Life Insurance, for a consideration of 
US$1.06b in August 2012. 

Deals worth US$250m–US$500m spiked in 2011, accounting 
for 7% of deals that year, up from 4% in 2009 and 3% in 2010. 
Likewise, the US$500m–US$2b range saw aggressive increases, 
with 17 deals accounting for 6% of the total, a considerable 
uptick from less than 1% in 2009 and 2% in 2010.

All eyes on industrials and finance  
Respondents in last year’s Asia-Pacific private equity outlook 
said energy, mining and utilities would yield the greatest private 
equity activity across Asia-Pacific, but according to mergermarket 
data, that title was awarded to industrials and chemicals this year. 
Indeed, the sector was a particularly hot sector by volume, with 
157 transactions taking place over the 2009 to Q3 2012 period: 
64 took place in 2011 alone, with 2012 seeing 25 transactions 
in the first three quarters of the year.  The sector accounted for 
18.25% of all private equity deals in Asia-Pacific for the time 
period. 

Source: mergermarket
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Energy, mining and utilities had only 59 deals worth US$8.09b 
since 2009. Notable activity involved the acquisition of Kencana 
Petroleum, a Malaysia-based integrated engineering solutions 
provider for the oil and gas industry, by Integral Key, the private 
equity arm of Malayan Banking, for US$1.93b in 2011. While 
activity has been lackluster, general interest in the sector shows 
potential. 

The consumer, TMT and business services sectors fared well, with 
133, 131 and 111 deals, respectively. Deals in the consumer 
sector have been growing steadily since 2009, with 29 deals that 
year, followed by 38 in 2010, 41 in 2011 and 25 as of Q3 2012. 

The consumer sector has risen in popularity in the last decade 
among private equity firms and multinational corporations alike 
as each subregion – led by a burgeoning middle class in China 
and a growing affluent population in Southeast Asia – sees 
demand for consumer goods take off. 

Major private equity names have shown mounting interest in 
the sector. China-based private equity firm Hony Capital made 

a 5.24% acquisition of Suning, the Chinese maker of home 
appliances that operates chain stores across the country, 
for US$726m in June 2011 — a deal that was preceded by 
Malaysian private equity firm Navis Capital’s buy of a 45% stake 
in Australian Retail Apparel Group for US$210m. 

In contrast, the financial services sector took the top spot in 
terms of activity by value with a hefty US$28.33b, accounting 
for slightly more than one-fifth of total deal value since 2009 at 
21.83%. In addition to the aforementioned Temasek buy, a prime 
case in point was KKR’s acquisition, with TPG Capital and the 
Government of Singapore Investment Corporation, of a 34.3% 
stake in China International Capital Corporation Limited in 2010 
for US$990m.

The consumer sector also posted noteworthy activity, with  
its 133 deals yielding US$19.38b. 

From a valuation perspective, the proportion attributed to the 
financial services sector fell off sharply after 2011 as it was 
historically inflated by the massive Temasek deal that year. With 

Source: mergermarket
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Pan-regional view of private equity endeavors

US$15.95b worth of deals, industrials and chemicals currently 
sits in third place, behind the consumer sector. These two sectors 
accounted for approximately 27% of total private equity buys, 
broadly in line with growing global interest in manufacturing 
and consumer goods as countries across the region, China in 
particular, transform from manufacturing-based economies to 
ones based on consumption.

Bull’s-eye on Asia-Pacific 
Unsurprisingly, China (including Hong Kong) and India saw the 
most private equity activity in 2012, with 204 and 208 deals, 
respectively. Mergermarket data showed that as of the end of Q3 
2012, India had 43 deals, ahead of China’s 36 for the year. By 
volume, the two have been evenly matched, equal contenders for 
private equity funds’ focus, but by value, China saw significantly 
more private equity dollars — US$43.3b to India’s US$10.4b 
– accounting for 33.37% of private equity value since 2009 to 
India’s 8.03%.

Deals in China were predominantly in the financial services and 
consumer sectors, with slightly fewer deals in the traditionally 
targeted manufacturing arena.  India too saw prolific activity 
in financial services, although the top deal sectors involved the 
automotive industry and energy, with regional and global players 
Navis Capital Partners, Bain Capital, KKR and Blackstone active 
participants in the sectors.

Surprisingly, Southeast Asia, which respondents in last year’s 
survey ranked as the third most likely region for activity and 
which has been gaining notoriety as an alternative market to 
saturated markets like China and India, fell short of expectations. 
Economic growth across the subregion is creating myriad 
opportunities for private equity, leaving Southeast Asia ripe for 
investment. However, Southeast Asia had only 79 transactions, 
behind Australia, Japan and South Korea, since 2009. By volume 
and value, a large portion of those transactions also came in 
Q3 2011, led largely by deal activity in the energy, mining and 
utilities sector and financial services.

More developed markets – specifically Australia and Japan – saw 
abundant private equity activity, with Australia’s 123 deals worth 
US$22b, barely topping Japan’s 121 deals at US$21.99b. In 
2012, those figures totaled 29 deals at US$5.27b for Australia 
and 18 deals for US$4.18b for Japan. 

Japan saw deals concentrated in the leisure sector, with Bain 
Capital’s purchase of Skylark, a Japan-based restaurant chain 
operator, from Japan’s Nomura for US$3.39b, and UK-based 
Permira’s purchase of Akindo Sushiro, a conveyor-belt sushi 

Source: mergermarket
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restaurant chain operator, for US$1b. Overall, the sector saw 
deal value of US$7.5b. Media buys were also prevalent: six were 
worth more than US$1b.

Australia, unsurprisingly, saw considerable deal activity in  
energy, mining and utilities, although the transportation and 
medical sectors also saw a fair amount of transactions. Bain 
Capital’s buy of MYOB, an Australia-based provider of accounting  
and management software for small and midsized businesses,  
for US$1.25b and Blackstone’s purchase of Valad Property  
Group for US$753m were among the top deals of 2011. 

South Korea saw a spike in activity in Q4 2010, with two 
domestic transactions from Korea Development Bank’s private 
equity arm, KDB Private Equity, and led investments by value 
for Asia-Pacific in Q3 2012 with similar forays by domestic firms 
into the financial services sector.  South Korea saw deal value 
dip to US$1.91b in 2011, following a stellar year in 2010 with 
US$7.67b. As of Q3 2012, that value seems on the upswing, 
currently sitting just shy of US$4b.

A full recovery in private equity activity and deal value to pre-
crisis levels is quickly becoming a reality as investor confidence 
returns and the region regains its strength, outpacing the US 
and European markets. With emerging markets presenting 
new proving grounds for fund managers and more established 
markets regaining lost momentum, the outlook for private equity 

in the year ahead holds renewed promises of stable growth and 
earnings, in addition to increased volume figures.
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Making an exit

Private equity looks to divest portfolio assets and reap financial rewards

To discuss value creation and exit strategies, Brandon Taylor, 
Editor for Remark Asia at mergermarket, spoke with  
Ernst & Young’s Luke Pais, PE Leader for the ASEAN; Robert 
Partridge, Managing Partner for Transaction Advisory Services 
and Private Equity for Greater China; Ringo Choi, Asia-Pacific 
IPO and Strategic Growth Markets Leader; and Bryan Zekulich, 
Oceania Private Equity Leader.

Private equity investments start with the final stage in mind: the 
exit, when years of hard work yield returns from value created 
during the investment’s life cycle. High returns, however, are far 
from guaranteed. Despite the financial expertise they bring to 
the table and the ability to execute strategies where others often 
cannot, private equity investors are not immune to the fallback 
from an ailing global market. Affecting markets around the 
world in varying degrees, macroeconomic conditions have had a 
profound impact on private equity exit strategies in Asia-Pacific.

Exits for the year up to Q3 2012 totaled 90, worth just more 
than US$14.5b, according to mergermarket data. While this 
was more than 2009’s 78 exits worth US$12.22b, the figure 
pales in comparison to the 125 exits in 2011 worth a staggering 
US$44.96b. 

Encumbered by macroeconomic uncertainties, exit numbers  
have been slow — and will continue to be — largely due to a 
slowdown in IPO and overall capital markets. Persistent valuation 
gaps are also acting as speed bumps, slowing private equity 
investments and exits. As such, private equity firms operating in 
Asia-Pacific have seen their exit plans thrown into disarray.

“The slow IPO market has resulted in lengthy holding periods 
while the PE houses focus on creating value, rather than exiting. 
At the same time, we have seen PE houses focus on restructuring 
or refocusing their investees, and some are undertaking 
recapitalizations and dividend distributions as a means to 
creating realized returns, which is absolutely critical for keeping 
limited partners (LPs) satisfied,” says Robert Partridge, Managing 
Partner for Transaction Advisory Services and Private Equity for 
Greater China. 

Yet despite unpredictable global trends, private equity 
practitioners have proven time and time again their effectiveness 
at creating value in the face of market volatility, proving that 
the private equity model is sound in its mandate of buying right, 
improving operational performance and making a profitable exit.

Creating and maintaining value 
Divesting a business asset is the culmination of the investment 
cycle and a core component of the private equity model. The exit, 
however, can prove to be as intricate and resource-intensive a 
process as the purchase was during the acquisition phase years 
prior. Ensuring that the portfolio asset is seen as a high-demand 
item will prove paramount to guaranteeing a smooth exit. 

In last year’s survey, 30% of respondents said they would focus 
on improving operational performance of portfolio companies to 
increase portfolio value. The response was fourth behind making 
acquisitions, raising new capital and exiting current investments. 
This year, improving operational performance rose one place, 
tied with raising new capital.  Indeed, private equity players are 
employing numerous tactics to ensure that value is created and 
maintained to maximize the exit.

“Value in the new paradigm is driven by profit growth, 
particularly as the multiple expansion on a 3% GDP platform 
will be minimal, albeit specific to each industry sector.  As such, 
PE is focused on improving performance through back-office 
efficiencies and redeploying resources into front-office activities.  
In addition, bolt-on acquisitions and realignment of the product 
or service suite is also key.  The PE houses and management are 
better aligned to achieve better outcomes and are working more 
collaboratively together,” says Bryan Zekulich, Oceania Private 
Equity Leader.  

According to Luke Pais, PE Leader for the ASEAN, private equity 
firms are also focusing on “strengthening management and 

“We have seen PE houses focus on 
restructuring or refocusing their investees, 
and some are undertaking recapitalizations 
and dividend distributions as a means 
to creating realized returns, which is 
absolutely critical for keeping limited 
partners satisfied”

Robert Partridge



incentivizing performance, emphasizing strong budgeting and 
planning, controlling and optimizing cash flow and debt levels, 
tightening monitoring and reporting systems, balance sheet 
optimization, and many other core business improvements, 
which will not only improve core EBITDA but also result in 
multiple expansion.” 

Additionally, to maximize exit values for investees, private equity 
players are going to a global buyer pool, as well as other private 
equity buyers through secondary buyouts, Pais points out. 

Private equity managers are also going to great lengths to 
encourage portfolio companies to develop good governance 
structures and strengthen overall governance to win favor from 
potential investors or buyers, says Ringo Choi, Asia-Pacific IPO 
and Strategic Growth Markets Leader. 

Choi adds that with the global economy going through a series 
of ups and downs, and the export picture for China affecting 
markets globally, the timing may be wrong to divest portfolio 
assets. For the time being, then, private equity houses are doing 
what they have traditionally done as they await a more buoyant 
exit market: focusing on improving operational efficiency and 
guiding companies to tap new markets for growth opportunities, 
Partridge notes.

But riding out the storm, even in safe harbors, is not without its 
dangers. Delays in the exit process or timeline established at the 
outset of the investment could have negative effects, namely 
value erosion, which could impede a clean exit down the line.

Another challenge to creating value lies in a fundamental aspect 
of private equity investment in Asia-Pacific (China as a prime 
example): the minority interest investment. 

“When a PE in the United States or Europe does a buyout, they 
have a controlling stake in the company and can influence its 
business operations. It’s easy to mandate changes and create 
shareholder value. But with a minority interest, control lies in 
the hands of the founder,” Partridge says. “You get significant 
interest, but you don’t get control or authority, and this 
sometimes has an effect on creating value.”

Waiting for IPOs to return 
Long the favorite exit for private equity funds looking to make 
waves in the public markets, the IPO has seen better days in the 
Asia-Pacific region, with phrases like “chilled market” or “closed 
window” associated with this exit strategy. While a few mega- 
IPOs came to market in 2012 – Malaysian palm oil producer 
Felda’s US$2b IPO in June and private-equity-backed IHH 
Healthcare’s US$2b IPO in July – trade sales have been strongly 
preferred recently with respect to private equity exits, Pais says.  

“I think the general consensus is that the markets aren’t 
recovering very quickly, and no one really thinks the public 
markets are going to open up in the first quarter of 2013,” 
Partridge adds. “By the second quarter of 2013, it may start  
to open up, but we’re most likely to see an acceleration of IPO 
and M&A in the second half of the year.” 

Various other factors could be responsible for exacerbating 
the tepid IPO climate. Regulatory shifts and recent events have 
resulted in a changed level of interest in Chinese IPOs, a blow  
to private equity firms in China. Those firms, Partridge says,  
rely on IPOs for exits more so than their overseas counterparts. 
The ongoing situation in the Eurozone is also proving to be a 
bane to private capital’s interests.

Developed markets, like Japan and Australia, are also feeling  
the chill.

“The IPO market is closed in Australia, and suggestions are that 
it will not be until the second half of 2013 that we will start to 
see some activity.  This has meant that the PE houses have been 
looking at a number of options like JVs with corporates and the 
secondary market. We have had dividend recapitalization as 
well.  The hope is that alternative funding sources will also come 
into the market to alleviate pressure on the traditional banking 
sources and provide better competitive tension to the process,” 
Zekulich says. 

“Value in the new paradigm is driven by  
profit growth. As such, PE is focused on  
improving performance through back-office 
efficiencies and redeploying resources into 
front office activities”

Bryan Zekulich
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Making an exit

Macroeconomic uncertainties aside, public market valuations 
have also hindered private deals, creating a gap between sellers 
attaching a hefty price tag to their assets and buyers in search of 
big buys at bargain prices. This has allowed the valuation gap to 
persist because private companies are willing to wait instead of 
selling low, Partridge says.

Increasingly, private equity firms are becoming more realistic 
with their IPO exit expectations — the pre-2008 boom years are 
long gone, and not everyone can expect results similar to those 
before the financial crisis, Choi says.

Sights on the secondary market? 
The lackluster IPO market matched with portfolio assets reaching 
the end of their investment cycles has set the stage for increased 
activity in secondary buyouts across Asia-Pacific. 

According to Zekulich, “Secondaries in Asia-Pacific, Australia 
in particular, are more prevalent due to the restricted M&A and 
closed IPO markets.  The success of the secondary transaction 
and the greater success that management teams have with 
private equity means we will continue to see such transactions 
forming a credible option for Australian and overseas PE.” 

Indeed, the secondary buyout market has seen some activity, 
Partridge says, but that has largely been focused on smaller 
deals, sometimes below US$50m and often less than US$25m. 

“It’s difficult to predict whether we’ll see larger secondaries in 
2013. Ultimately, PE houses will probably focus on value creation 
while waiting for valuations and/or favorable markets to return,” 
Partridge says. 

In general, Choi says, secondary buyouts are likely to be a short- 
term trend, never rising to become the mainstream method  
of exiting. 

“People’s minds seem set on IPOs and getting back that return 
on investment,” Choi says. “But if they can find some interested 
investor, then perhaps they will take that route, but it’s mostly 
going to be on a case-by-case or industry-by-industry basis.”

Ultimately, investors are likely to sit tight and focus their efforts 
on portfolio management — merging companies, creating 
synergies, cutting costs and driving profits — until the IPO window 
opens again. According to Choi, smaller windows of opportunity 
for listing throughout the year will arise with upswings in the 
stock markets, and private equity funds need to remain vigilant 
to exit when the time is right. 

“Strengthening management and giving them 
incentives to perform, placing emphasis 
on budgeting and planning, establishing 
centralized control of cash and debt 
negotiations ... will not only improve core 
EBITDA but also result in multiple expansion”

Luke Pais

“People’s minds seem set on IPOs and getting 
back that return on investment, but if they 
can find some interested investor then 
perhaps they will take that route”

Ringo Choi
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Asia-Pacific private equity buyouts by non-APAC buyers

Asia-Pacific private equity buyouts by APAC buyers
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Exit type by value 2005 to Q3 2012 

Exit type by volume 2005 to Q3 2012 
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Historical data

Asia-Pacific private equity buyouts by volume 2003 to Q3 2012

Asia-Pacific private equity buyouts by value 2003 to Q3 2012
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Top deals table

Ranking Announced date Status Target company Target dominant 
sector

Target dominant 
country

Bidder company Bidder dominant 
country

Seller company Seller dominant 
country

Deal value 
(US$m)

1 16 Mar C China Cinda Asset Management 
Corporation (16.54% stake)

Financial services China UBS AG; Standard Chartered Plc; National Council  
for Social Security Fund; CITIC Capital Partners

China Ministry of Finance 
China

China 1,639

2 14 Feb C Extract Resources Limited  
(57.26% stake)

Mining Australia China Africa Development Fund; CGNPC Uranium 
Resources Co Ltd.

China Rio Tinto Limited; 
Itochu Corporation

Australia 1,250

3 22 June P Jupiter Shop Channel Co. Ltd.  
(50% stake)

Media Japan Bain Capital LLC USA Sumitomo 
Corporation

Japan 1,240

4 25 Oct C Pacific Fair Shopping Centre   
(25% stake); Macquarie Centre  
(50% stake); Garden City Shopping 
Centre Booragoon  (40% stake)

Consumer: retail Australia AMP Capital Investors Limited Australia Westfield Group; 
Westfield Retail 
Trust

Australia 1,062

5 8 Aug C Kyobo Life Insurance Co. Ltd.   
(24% stake)

Financial services South Korea Government of Singapore Investment Corporation 
Pte. Ltd.; Baring Private Equity Asia; Affinity Equity 
Partners; IMM Private Equity Inc.

Hong Kong Daewoo 
International 
Corporation

South Korea 1,062

6 16 Aug P Woongjin Coway Co. Ltd.  
(30.9% stake)

Industrial products 
and services

South Korea MBK Partners II South Korea Woongjin Holdings 
Co., Ltd.

South Korea 1,055

7 30 April P Spotless Group Limited Services (other) Australia Pacific Equity Partners Australia 1,021

8 16 Aug P Genpact Limited (30.49% stake) Services (other) India Bain Capital LLC USA General Atlantic 
LLC; Oak Hill Capital 
Partners LP

USA 1,004

9 24 Aug C Akindo Sushiro Co., Ltd. Leisure Japan Permira United Kingdom Unison Capital, Inc. Japan 1,000

10 12 Dec P Guoco Group Ltd. (25.53% stake) Financial services Hong Kong Hong Leong Company (Malaysia) Berhad Malaysia 950

Key: C = Completed     P = Pending
Source: mergermarket

Top 10 Asia-Pacific private equity deals 2012 (1 Jan - 15 Dec)
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Ranking Announced date Status Target company Target dominant 
sector

Target dominant 
country

Bidder company Bidder dominant 
country

Seller company Seller dominant 
country

Deal value 
(US$m)

1 16 Mar C China Cinda Asset Management 
Corporation (16.54% stake)

Financial services China UBS AG; Standard Chartered Plc; National Council  
for Social Security Fund; CITIC Capital Partners

China Ministry of Finance 
China

China 1,639

2 14 Feb C Extract Resources Limited  
(57.26% stake)

Mining Australia China Africa Development Fund; CGNPC Uranium 
Resources Co Ltd.

China Rio Tinto Limited; 
Itochu Corporation

Australia 1,250

3 22 June P Jupiter Shop Channel Co. Ltd.  
(50% stake)

Media Japan Bain Capital LLC USA Sumitomo 
Corporation

Japan 1,240

4 25 Oct C Pacific Fair Shopping Centre   
(25% stake); Macquarie Centre  
(50% stake); Garden City Shopping 
Centre Booragoon  (40% stake)

Consumer: retail Australia AMP Capital Investors Limited Australia Westfield Group; 
Westfield Retail 
Trust

Australia 1,062

5 8 Aug C Kyobo Life Insurance Co. Ltd.   
(24% stake)

Financial services South Korea Government of Singapore Investment Corporation 
Pte. Ltd.; Baring Private Equity Asia; Affinity Equity 
Partners; IMM Private Equity Inc.

Hong Kong Daewoo 
International 
Corporation

South Korea 1,062

6 16 Aug P Woongjin Coway Co. Ltd.  
(30.9% stake)

Industrial products 
and services

South Korea MBK Partners II South Korea Woongjin Holdings 
Co., Ltd.

South Korea 1,055

7 30 April P Spotless Group Limited Services (other) Australia Pacific Equity Partners Australia 1,021

8 16 Aug P Genpact Limited (30.49% stake) Services (other) India Bain Capital LLC USA General Atlantic 
LLC; Oak Hill Capital 
Partners LP

USA 1,004

9 24 Aug C Akindo Sushiro Co., Ltd. Leisure Japan Permira United Kingdom Unison Capital, Inc. Japan 1,000

10 12 Dec P Guoco Group Ltd. (25.53% stake) Financial services Hong Kong Hong Leong Company (Malaysia) Berhad Malaysia 950

Key: C = Completed     P = Pending
Source: mergermarket
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Methodology

• Over July and August 2012, Remark, the events and 
publications division of mergermarket, canvassed the 
opinions of 50 private equity investors (GPs), 30 institutional 
investors (LPs) and 20 private equity investment bankers, all 
based in Asia-Pacific, on a number of extant topics related 
to private equity activity. All responses were collected 
confidentially and are reported in aggregate.

• For certain survey questions, respondents may have selected 
more than one answer choice. In these cases, the total 
percentage of respondents will not total 100% per category.

• Historical data includes all mergermarket-recorded 
transactions for 1 January 2003 to 30 September 2012 
unless otherwise noted.

• Transactions with a deal value greater than US$5m are 
included. If the consideration is undisclosed, deals are 
included on the basis of a reported or estimated value of over 
US$5m. If the value is not disclosed, deals are included if the 
target’s turnover is greater than US$10m.

• Only completed and pending merger and acquisition deals 
are collated. Where the stake acquired is less than 30% (10% 
in Asia-Pacific), the deal is included only if its value is greater 
than US$100m.

• Transactions such as restructurings in which shareholders’ 
interests in total remain the same are not collated. 
mergermarket does not track property deals, letters of intent, 
memorandums of understanding, heads of agreement or 
non-binding agreements.

• According to mergermarket, and for the purposes of this 
report, an Asia-Pacific buyout is defined as a deal in which 
the target business is predominantly located in any country  
in Asia-Pacific and at least one bidder operates 
predominantly as a private equity house. An Asia-Pacific 
exit is defined as a deal in which the business being sold is 
predominantly located in any country in Asia-Pacific and at 
least one seller operates predominantly as a private equity 
house. 

• All data quoted is proprietary mergermarket or Ernst & Young 
data unless otherwise stated.

Respondent information

 Private equity fund  
 sponsor/asset  
 investor (GP)

 Institutional investor/ 
 fund investor (LP)

 Investment bank/ 
 financial advisor

 Greater China
 India
 Australasia
 Southeast Asia
 Japan
 South Korea

50%

30%

20%

23%

18%

18%

18%

12%

11%

Respondent type Where is your firm based in Asia?
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 Greater China
 Australasia
 India
 Southeast Asia
 Japan
 South Korea

 Asia-Pacific region
 Global
 Country-specific

 Japan
 India
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 Malaysia
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 South Korea
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 Vietnam
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Please rank the following regions in which your firm is 
currently looking for investment-related opportunities 
(1 = greatest focus; 6 = least focus)

0% 10% 20% 30% 40% 50% 60% 70%

South Korea

Japan

Australasia

India

Greater China

Southeast Asia   65%

  61%

  45%

  40%

  37%

  26%

0% 10% 20% 30% 40% 50% 60% 70%

Philippines

Vietnam

Thailand

Malaysia

Indonesia

Singapore   63%

  36%

  22%

  13%

  13%

  5%

 1  5 2  6 4 3

Percentage of respondents Percentage of respondents

Percentage of respondents



60   Asia-Pacific private equity outlook 2013

mergermarket is an unparalleled, independent mergers and 
acquisitions (M&A) proprietary intelligence tool. Unlike any other 
service of its kind, mergermarket provides a complete overview of 
the M&A market by offering both a forward-looking intelligence 
database and a historical deals database, achieving real revenues 
for mergermarket clients. 

For more information please contact:

Naveet McMahon
Publisher, Remark Asia
naveet.mcmahon@mergermarket.com

Joyce Wong
Production, Remark Asia
joyce.wong@mergermarket.com

Remark, the events and publications arm of The Mergermarket 
Group, offers a range of publishing, research and events services 
that enable clients to enhance their own profile, and to develop 
new business opportunities with their target audience. 

About mergermarket

Body copy

Contacts
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