
VENUE ® ® Market Spotlight

June 2016 Edition

CHALLENGES FOR
PRIVATE EQUITY



VENUE® Market Spotlight: Challenges for Private Equity

Dear Valued Reader,

Welcome to the June 2016 edition of the Venue Market Spotlight.  
Our focus this month will be on the trends and challenges currently 
facing the global private equity community.
 
As the appeal of private equity (PE) continues to rise among investors, 
competition for fundraising and deals is at an all-time high. At the same 
time, regulatory pressures have become intense, and the world economy 
remains on shaky ground. No wonder, then, that Carlyle Group COO 
Glenn A. Youngkin recently called the current period “the toughest 
decision-making environment that I think [PE has] ever been in,” according 
to The Wall Street Journal.
 
Buyout activity, however, remains robust. Mergermarket data show that the 
value of PE buyouts worldwide rose by 4.2% through the first five months of 
the year, from US$122.7bn in 2015 to US$127.8bn this year. After several 
years in which PE firms seized every opportunity to sell companies in their 
portfolios, we may be at the start of a buying cycle.
 
If a buyout boom is indeed coming, PE firms will need to cope with 
competition from strategic acquirers, according to respondents to this 
month’s survey. Valuations also remain high, with Europe expected to be 
particularly challenging, along with the Healthcare and Financial Services 
industries across the globe.
 
At RR Donnelley, we work closely with the global private equity community 
to securely streamline and deliver investor intelligence, to keep deals 
on track through all phases of the investment process. We know how 
important it is for deal teams to be ready to move at the ideal moment 
during any step within a deal. Not only do we support the majority of all PE-
backed IPO’s year after year, but we also have serviced the largest LBOs, 
secondary buyouts, add-ons and privatizations in history.  

As always, please enjoy this month’s Spotlight.

Sincerely,

Tom Juhase
President, Financial Services Group

WELCOME

Foreword 3

Survey 4

Private Equity deals 10   
in the room 

About RR Donnelley 11

RR Donnelley is the sponsor of the 
Venue Market Spotlight. All information 
contained in this publication is for 
informational purposes only and should 
not be construed as legal, accounting, 
tax, or other professional advice of any 
kind, on any subject matter. RR Donnelley 
expressly disclaims all liability in respect 
to actions taken or not taken based on 
any or all the content herein.

CONTENTS 



3

of respondents say that 
Europe will be among 
the regions with the least 
attractive valuations for  
PE firms in the coming  
12 months. The combination 
of sluggish growth and a 
mature marketplace has 
pushed up prices.

 

of respondents say the 
Healthcare sector will have 
some of the least attractive 
valuations, while 40% say 
Financial Services will also 
have difficult pricing. Despite 
the popularity of the two 
sectors, good assets are often 
expensive to obtain.

of respondents believe the 
Energy, Mining & Utilities 
sector will have some of 
the toughest regulatory 
conditions for PE buyers over 
the next year. Environmental 
concerns have pushed 
regulators to increase their 
oversight of energy firms.

Private equity has come of age in recent years, going  
from a niche strategy to a crowded asset class. The 
mushrooming number of players and sub-segments has 
brought an increasing array of challenges – especially 
given the economic malaise around the globe. As a 
result, the first half of 2016 has seen many powerhouse  
PE firms struggle.

Apollo Global Management, one of the world’s largest PE firms by assets 
under management, reported a first quarter loss of US$32.8m, compared 
to a profit of US$30.9m in the same period of 2015. Fellow heavyweights 
KKR, Blackstone, and Carlyle Group also had sub-par starts to the year. 
Apollo co-founder Josh Harris called the market conditions “among the 
toughest I’ve ever lived in” in a May call with analysts.

The difficult conditions have led to a precipitous build-up of dry powder – 
US$971.4bn as of June 2016, according to research firm Preqin. General 
partners will look to deploy these funds in an increasingly diverse range 
of investments, from non-performing loans on the balance sheets of Italian 
banks to global assets divested by overstretched Japanese corporations. 
Distressed assets across sectors and geographies are drawing significant 
interest as well.

In seeking out new opportunities, PE firms will need to overcome formidable 
hurdles, including competition from strategics and tight profit margins at 
portfolio firms, our respondents say. Tight regulation will present an obstacle 
to investment as well.

As with any maturing industry, private equity has become more challenging 
as more and smarter investors enter the arena. Navigating the trouble areas 
will be vital for firms to survive – and hopefully grow.

Other key findings include:

88% 

44% 

68% 

FOREWORD



VENUE® Market Spotlight: Challenges for Private Equity

SURVEY 
What do you think will be the biggest challenges  
for private equity over the next year? 

When fallen Internet giant Yahoo! finally made it clear this year that it 
would sell its core business, many thought PE firms would dominate the 
bidding. But in mid-June, the announcement came that PE buyers would 
have to compete with the likes of Verizon, AT&T, and Quicken Loans 
founder Dan Gilbert to win their prize. In a global economy still short on 
organic growth, M&A remains an attractive option for strategics looking 
to boost their earnings. Thus, it should come as no surprise that half our 
respondents said intense competition from corporates will remain one of PE’s 
two biggest challenges over the coming 12 months.

Adding fuel to the fire for PE is the rise of cross-border deals by strategics.  
In the first six months of 2016, for instance, the value of Chinese 
outbound deals exceeded that of all 2015. “Large foreign businesses 
with positive balance sheets are looking to acquire abroad in order to 
achieve greater recognition worldwide,” said a partner at a PE firm that  
has invested in more than 200 businesses. “They are entering the market  
by promising sellers more development and higher valuations.”

Besides competition from strategics, two other hallmarks of the modern 
economy are weighing on PE’s prospects: rising regulatory hurdles (cited 
by 42% of respondents) and tight profit margins (cited by 33%). On the 
regulatory front, the number of enforcement actions by the Securities and 
Exchange Commission (SEC) increased 6.9% in FY 2015 to 807, with 
several cases brought against PE firms.

How can the PE community work to overcome these challenges? 
Respondents suggest a wide range of options: emphasizing flexibility 
in order to adapt to new regulations; diversifying strategies far beyond 
LBOs; investing in businesses at earlier stages, before strategics target 
them; and attracting sellers with promises of improved management.

One partner at a leading European PE firm said private equity must 
evolve in its approach to investment by using better technology and 
expanding the use of add-on acquisitions. “PE businesses must partner 
with technology companies to implement report-generating systems that 
will improve traction in the decision-making process,” the partner said. 
“That will help PE investors capitalize on opportunities in the market  
more quickly. They also must choose their markets carefully and invest  
in businesses that will benefit their portfolio in particular, not just in any 
business that has good performance.”

50%
Intense competition
from strategic buyers
 

42%
Increasing regulatory
hurdles
 

Tight profit margins due to
the economic environment 33%

Understanding the increasing
number of investment 
strategies and working out 
which is best for them
 

25%

Digitizing their operations
to keep up with reporting
requirements, etc
 

17%

13%High valuations
 

13%Uncertain IPO markets

Increasingly vociferous investor
base over things such as expense
allocations and fees
 

4%

4%Other
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Consumer

Energy, mining
and utilities

TMT

Industrials and
chemicals

Financial services

Pharma, medical
and biotech

28%

44%

40%

32%

32%

24%

Q2Which sectors do you think will have the least 
attractive valuations for private equity buyers 

in the next year? (Select up to two)

After many years in which the Healthcare industry was the darling  
of global PE firms, expectations for the sector have floundered. Forty-
four percent of our respondents believe Pharmaceutical, Medical and 
Biotech firms will have some of the least attractive valuations for PE 
buyers over the coming year, compared to 40% who think Financial 
Services companies will be expensive and 32% who see the Technology, 
Media, and Telecoms (TMT) and Industrials & Chemicals sectors as having 
overvalued companies.

In terms of total deal value, Healthcare PE deals reached a post-crisis high 
of US$30.5bn globally in 2014, followed by a 27% dropoff in 2015 to 
US$22.2bn. So far in 2016, the decline has continued, with value falling 
2.9% year-over-year through June 15. The total has been buoyed by a few 
major deals, such as the US$7.5bn purchase of cost management provider 
MultiPlan by a consortium of PE firms and Singapore’s sovereign wealth fund.

TMT companies continue to draw strong interest from PE – in 2015,  
a record 509 buyouts took place with a total value of US$85.8bn – but 
the pressure of competition has pushed up valuations. “In the TMT sector, 
PE firms have significant involvement, as this sector has provided them 
very good returns,” said a managing director at a European PE firm with 
over US$40bn worth of assets managed. “But in terms of valuation, TMT 
is on the higher side. The competition is quite intense among PE firms and 
also from strategics, making current valuations not very attractive.”

Which regions do you think will have the least 
attractive valuations for private equity buyers  

in the next year? (Select up to two)

When it comes to geographical differences, an overwhelming 88% 
of respondents believe that Europe will be one of the regions with the 
least attractive valuations. Beyond the European continent, an equal 
proportion of respondents (28%) see valuations being unfavorable  
in North America, the Middle East, and Africa.

A number of our respondents argued that Europe suffers from an 
unfortunate combination: stubbornly high valuations but also uneven 
prospects for growth. Indeed, the European Commission projects anemic 

Q2

Q3

North
America 

28%

Latin America 
8%

Asia-Pacific 
20%

Europe 
88%

Middle East
28%

Africa
28%

Q3
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2016 GDP growth of 1.6% in the euro area, amid persistent austerity 
policies and stalled structural reforms. “Valuations remain high in the 
European region regardless of the rising challenges in the business 
environment,” said a managing partner at a PE firm with investments in 
over a dozen countries. “Heightened regulatory standards and political 
pressure from beyond Europe’s borders are impacting performances  
in the EU. This situation makes the European market less attractive  
for acquisitions.”

By contrast, the US and Canada have relatively attractive economic 
conditions; the IMF, for instance, predicts US growth of 2.6% in 2016. 
“North America’s economy is fairly stable compared to other regions,” 
said a PE partner. “Therefore, their business valuations are high. The 
regulatory and political environment is rather stable as well, and hence the 
favorable dealmaking conditions and high growth potential in the market.”

Interestingly, only 8% of respondents expect Latin America to have 
unattractive valuations, implying that deal opportunities will abound  
in the volatile region for buyers willing to accept the risks.

Which sectors do you think will have the toughest 
regulatory environment for private equity buyers  

in the next year? (Select up to two)

Two sectors in particular will have a challenging regulatory environment 
in the coming year, according to our respondents: Energy, Mining and 
Utilities, which 68% said will have difficult conditions, and Financial 
Services, which 56% said will. “The Energy and Financial Services sectors 
are capital-intensive and both make major contributions to national 
capital and growth in every country,” said a partner at an emerging 
markets-focused PE firm. “It can be difficult to invest in these sectors,  
since the government is highly involved in them. The Energy sector is also 
seeing various environmental and labor laws be made stricter.”

In the US, the impact of environmental considerations on the Energy 
industry could be seen in President Barack Obama’s rejection of the 
Keystone XL pipeline in late 2015. Pressure continues to rise on miners  
as well. Meanwhile, the Financial Services sector is being transformed  
by the emergence of fintech, and regulators remain cautious, creating 
shaky ground for investors. In early June, US White House officials held  
a closed event with fintech companies and regulators to discuss how  
to approach the budding segment.

Q4

Other

Consumer

TMT

Industrials and
chemicals

Pharma, medical
and biotech

Financial services

Energy, mining
and utilities 68%

56%

24%

20%

16%

12%12%
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 68% OF RESPONDENTS BELIEVE  THE 

 ENERGY SECTOR 
 WILL FACE A CHALLENGING 
           REGULATORY REGIME
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North America 
52%

Latin America 
16%

Asia-Pacific 
52%

Europe 
52%

Africa
28%

Q5Respondents also cited concern about regulation in the Healthcare 
(24%), Industrials & Chemicals (20%), and TMT (16%) sectors. “Data 
protection laws, trade agreements, and intellectual property regulations 
have caused huge challenges across the deal-making environment in the 
Technology sphere,” said a PE managing partner.

Which regions do you think will have the toughest 
regulatory environment for private equity buyers  

in the next year? (Select up to two)

The most developed markets – North America, Europe, and Asia-Pacific –  
will have the toughest regulatory environments over the next year, 
according to more than half of our respondents. In part, these regions could 
be tougher for private equity due to an increased focus specifically on the 
investment industry.

In the US, the SEC has ramped up its oversight of PE firms, with several 
cases settled in 2015. One case involved an alleged conflict of interest 
– one of the commission’s main areas of focus for PE regulation – at 
Fenway Partners. The SEC said the firm did not disclose to LPs the fact that 
it transferred certain management service agreements to an affiliated 
entity called Fenway Consulting.

Firms in Europe have had to contend with the advent of the Alternative 
Investment Fund Managers Directive (AIFMD), which has imposed 
requirements on managers of collective investment funds since 2011. 
“European market uncertainties have risen due to changes in the 
regulatory environment,” said a managing director at a PE firm that 
made 10 acquisitions in 2015. “The new AIFMD regulations restrict PE 
investments, as firms have to spend additional time and resources to track 
their internal activities and train employees and compliance teams.”

Q5
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PRIVATE EQUITY DEALS IN THE ROOM

Venue

®®®
 data room: A special report

For more information:
Please contact your 
RR Donnelley Sales Rep.
Call 1.888.773.8379

Or visit www.venue.rrd.com
Venue demo (audio enabled):
Venue.RRD.com/Demo Deals. Done. Simple.

Consumer: Foods

US FOODS

HOLDING CORP

IPO

$1 B

MAY 26, 2016

Computer software; Medical

PAMPLONA CAPITAL 

MANAGEMENT LLP

Acquires

MEDASSETS, INC.

$2.64 B

JANUARY 27, 2016

Consumer

SITEONE

LANDSCAPE SUPPLY 

IPO

$210 M

MAY 12, 2016

888.773.8379
www.rrdonnelley.com
www.venue.rrd.com
Copyright © 2016 RR Donnelley® and RRD are 
trademarks of R.R. Donnelley & Sons Company. 
All rights reserved.

Corporate Headquarters   
35 West Wacker Drive 
Chicago, IL 60601
U.S.A.

Construction

KBR

Acquires

WYLE 

$570 M

MAY 23, 2016

Defense; Industrial

SOLAERO 

TECHNOLOGIES

Acquires
VANGUARD SPACE 

TECHNOLOGIES

MAY 11, 2016

Computer services 

BAIN CAPITAL LLC 

& VISTA EQUITY 

PARTNERS

Acquire

VERTAFORE, INC.

MAY 2, 2016

Computer services

MICRO FOCUS

Acquires

 SERENA SOFTWARE

$540 M

MARCH 22, 2016

Industrial products & services

WL ROSS

Acquires

 NEXEO SOLUTIONS

$1.58 B

MARCH 21, 2016

Industrial products & services

BBA AVIATION

Acquires

LANDMARK AVIATION

FROM CARLYLE

$2.1 B

FEBRUARY 5, 2016
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ABOUT RR DONNELLEY

About Venue

design that allow you to easily organize, manage, share and track all of your 

you can manage who has access to your data room, which documents they see,  
and how they can interact with those documents. 

Venue data rooms are backed by RR Donnelley, a $11.6  billion corporation with 
more than 500 locations and over 65,000 employees worldwide. RR Donnelley’s 
total revenues are larger than all other virtual data room providers combined.  
We bring extensive experience to providing integrated communications services.

us directly.

Da Sr. 
D

255
Fax: 212.341.7475 |venuecommunications@rrdvenue.com

RR DONNELLEY AT A GLANCE

 $11.6  billion 2014 net sales

65,000+ Employees
500+ Global locations

Nearly 125 Manufacturing 
locations

750+ Issued and 
pending patents

Nearly $2 
billion

Capital 
investments over 
the past six years

RR Donnelley is a global provider of integrated communications. Our  
company works collaboratively with more than 60,000 customers worldwide to
develop custom communications solutions that help to drive top-line growth, 
reduce costs, enhance ROI and ensure compliance. Drawing on a range of 
proprietary and commercially available digital and conventional technologies 
deployed across four continents, the company employs a suite of leading 
Internet based capabilities and other resources to provide premedia, printing, 
logistics and business process outsourcing services to clients in virtually every 
private and public sector. 



Mergermarket is an unparalleled, independent mergers & 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. 

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. 

To find out more, please visit www.mergermarketgroup.com/events-publications

For more information, please contact:

Katy Cara
Sales Director, Remark
Tel: +1 646 412 5368


