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tiMe ZOnes Are A thOrn in the side 
of LPs seeking to be more than just passive 
capital providers and participate more fully in GP 
relationships. The reality for the North American 
contingent that still meets the bulk of Asian 
managers’ capital needs is they are separated 
from their investments by the Pacifi c Ocean (plus 
much of a continental land mass in some cases) 
and a time diff erence of up to 15 hours.

Exercising one’s fi duciary duties can therefore 
be a challenge, which is why many pension funds 
delegate responsibilities to intermediaries such as 
advisers and fund-of-funds. There might only be 
a handful of staff  overseeing the private equity 
program globally – after all, in a lot of cases it 
accounts for less than 10% of the overall pot – 
and one of these investment professionals comes 
through Asia just once or twice a year. 

At a time when LPs are looking to maintain 
a smaller number of deeper GP relationships, it 
pays to spend time with your managers. And 
it can be benefi cial for the manager as well. It 
is not unknown for sellers – or their regulatory 
overlords – to demand where the money is 
ultimately coming from due to concerns about a 
GP’s commitment to a deal. Bringing an LP along 
to the meeting might help.

Perhaps most importantly, any LP that 
wants to get co-investment exposure needs to 
spend time on the ground. Yes, it is possible to 
conclude that if proper due diligence has been 
conducted on a manager then the manager can 
be trusted to perform appropriate due diligence 
on an asset. But is it a wise conclusion? An LP’s 
exposure to individual transactions through a 
fund structure might only be $10 million apiece; 
stick $50 million into one of those companies as 
a co-investor and the risk is considerably higher. 

Exercising proper fi duciary duty in these 
situations surely involves putting boots on 
the ground. And if they are going to arise on a 
regular basis, does it make sense to fl y people 
from headquarters to Asia and back to meet with 
advisors, conduct site visits and fi le the reports 
that play a key role in the LP’s decision whether 
or not to proceed?

Canada Pension Plan Investment Board 
(CPPIB) was the fi rst North American public 

pension fund to establish a sizeable presence in 
Hong Kong from which to coordinate activities 
across Asia. Sources familiar with CPPIB’s strategy 
previously told AVCJ that the fund isn’t as an 
aggressive direct or co-investor as many believe: 
infrastructure aside, it has completed just a 
handful of investments alongside GPs. This may 
change over time but the initial driving factors 
were to show a commitment to the region and 
eff ectively manage risk. CPPIB is known to have 
some sizeable LP positions in Asia-focused funds.

Now Ontario Teachers’ Pension Plan (OTPP) 
is following suit. Last week the fund said it had 
been awarded securities and asset management 
licenses to operate in Hong Kong and would 
now move ahead with plans to staff  up its new 
offi  ce in the city. Approximately six investment 
professionals are expected to be put in place to 
begin with – from the equities and infrastructure 
teams as well as from Teachers’ Private Capital – 
and an offi  cial launch is scheduled for September.

OTPP has expressed its desire to pursue direct 
and co-investments in both word and deed. In 
the past 12 months, the fund has paid A$2.3 
billion for a 50-year lease on Sydney Desalination 
Plant alongside Australian player Hastings Fund 
Management; bought a 9.9% stake in South 
Korea’s Kyobo Life Insurance for $398 million; 
taken a signifi cant minority interest in Hong 
Kong-listed Paul Y. Engineering for about $130 
million; and contributed just over one third of 
Chinese online retailer 360Buy’s $700 million 
round of Series E funding.

An Air Canada fl ight leaves Toronto Pearson 
International Airport at 10 a.m. on Monday and 
arrives in Hong Kong about 15 hours later, at 
1.15 p.m. the following afternoon. The return leg 
departs Hong Kong on the Friday at 3.10 p.m. 
and touches down in Toronto three hours later. 
Having someone make this trip every few weeks 
to diligence deals doesn’t necessarily represent a 
sound allocation of resources.
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VC-backed companies lead 
the way in Australia r&D
Venture capital-backed companies in Australia 
spend an average 200 times more on R&D per 
employee than other businesses, according to a 
report by the Australian Private Equity & Venture 
Capital Association (AVCAL). In addition, despite 
accounting for just 0.01% of national GDP, VC-
backed companies are responsible for around 
10% of overall business R&D expenditure.

PE-owned power producer 
targets us debt issue 
Alinta Energy, the Australian power producer 
controlled by TPG Capital, is said to be planning 
to raise at least $1 billion through a debt offering 
in the US. It joins a growing list of private equity-
owned companies that are looking outside of 
Australia to meet refinancing needs.

GrEAtEr ChinA 

CiC names ex-iCBC exec to 
head supervisory board
China Investment Corp. (CIC) has named 
Xiaopeng Li, a former vice president at Industrial 
& Commercial Bank of China (ICBC), as head 
of its supervisory board. He replaces Liqun Jin, 
who spent five years in the role. CIC said in a 
statement that Jin had built “global awareness 
and confidence in the sovereign wealth fund.” 

China’s Kaida VC invests in 
Vtl Associates
China’s Suzhou Industrial Park Kaida Venture 
Capital has invested in VTL Associates, a 
Philadelphia-based financial consulting firm that 
develops equity and fixed income indexes. The 
Chinese private equity firm has committed $7 
million for a 22% stakes in VTL.

CDB to provide financing 
for PE-backed Kion
China Development Bank will provide EUR500 
million ($647 million) in financing to support the 
partnership between Weichai Power, a Chinese 
automotive and equipment manufacturer, and 
Kion, a German forklift truck maker backed by KKR 
and Goldman Sachs. Last year, Weichai bought 
25% of Kion for EUR738 million, the largest 
Chinese direct investment in Germany to date.

China cinema equipment 
maker files for us iPO
Chinese digital cinema equipment manufacturer 
GDC Technology, a portfolio company of 
The Carlyle Group and Yunfeng Capital, has 
announced plans to raise up to $75 million 
through a NASDAQ IPO. Carlyle Asia Growth 
Partners IV holds 48.8% of GDC. Yunfeng has 
18.3%.

lightintheBox sets iPO 
terms, targets up to $87m 
VC-backed Chinese online retailer LightInTheBox 
plans to raise up to $87 million through its IPO 
on the New York Stock Exchange (NYSE). The 

company plans to sell 8.3 million American 
Depository Shares at $8.50-10.50 apiece. This is 
in line with proposed target in LightInTheBox’s 
original registration made last month

sequoia backs Chinese 
vegetable producer MBO
Sequoia Capital has teamed up with the 
chairman and CEO of Chinese vegetable 
producer Le Gaga Holdings to submit a buyout 
offer that values the NASDAQ-listed company 
at around $183 million. Le Gaga has seen its 
net profit increase fourfold over the last four 
years, but its stock price has fallen 66% since the 
company went public in October 2010.

sino-Canada resources fund 
back Oceanic iron
Canada’s Oceanic Iron Ore has received non-
brokered financing of $3 million from Sino-
Canada Natural Resources Fund, which will be 
issued convertible debentures. The debentures, 
which will convert to common shares at $0.16 
apiece, have a coupon of 6% over a 30-month 
term.

nDrC private equity 
executive moves to CsrC 
Liu Jianjun, a senor official at the National 
Development and Reform Commission (NDRC) 
who oversaw the private equity division, has 
been handed a leading role within the China 
Securities Regulatory Commission’s (CSRC) fund 
department. The move comes amid ongoing 
tensions between the two regulators over the 
private equity remit.

Fosun nears first close on 
$1b outbound fund
Fosun International is targeting $1 billion for 
its Chinese Momentum Fund that will invest in 
foreign companies seeking to expand in China, 
with a particular focus on Europe. The fund is 
approaching a first close in excess of $300 million 
after which it will commence investment.

AMCG invests $30m in 
Chevalier expansion
Asia Mezzanine Capital Group (AMCG) has 
invested in $30 million in Chevalier International 
Holdings, aiding its acquisition of Australia’s 
Moraitis, a fruit and vegetable wholesaler 
backed by Catalyst Investment Managers. AMCG 
provided the financing via a five-year senior 
secured loan facility with equity option shares.

Fosun, Axa make $700m 
buyout offer for Club Med 
Chinese conglomerate Fosun International and 
Axa private equity have submitted a friendly 
takeover bid for French-based vacation resorts 
operator Club Méditerranée (Club Med). It values 
the company at EUR556 million ($700 million). 
The two parties are offering EUR17 per share for 
all outstanding shares, a 23% premium over Club 
Med’s closing price on Friday. The company’s 
stock jumped 22% on Tuesday in response to 
news of the bid. They are also offering EUR19.23, 
including coupon, per bond convertible in 

or exchangeable for new or existing shares 
(OCEANEs). Fosun and Axa plan to operate Club 
Med as a joint venture, owning 46% each and the 
balance held by 400 of the company’s managers. 
Henri Giscard d’Estaing would remain CEO.

Fosun currently holds 9.9% of Club Med and 
Axa has 9.4%. Should the offer be accepted, they, 
along with Giscard d’Estaing, would roll over their 
19.33% in outstanding share capital and 24.87% 
in voting rights, plus 7.5% of the outstanding 
OCEANEs, into the acquisition vehicle.

The investors will scrap the deal if they fail to 
secure support from shareholders representing at 
least 50.1% of Club Med’s ownership.

neWs
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MBK, PE-backed insurers 
bid for inG’s Korean unit
MBK Partners, Tongyang Life Insurance and 
Kyobo Life Insurance have made separate bids 
for a controlling stake in ING Groep’s South 
Korean insurance business. The stake was valued 
at approximately $2.1 billion last year, when KB 
Financial Group was in talks to buy the unit. 

Orix invests $24m in 
Mongolian financial group
Japanese financial services group Orix Corp. 
has agreed to buy a 16% stake in Mongolia 
financial group TenGer Financial Group (TFG) 
for approximately $24 million. The valuation is 
based on estimates from investment bank Eurasia 
Capital, which values TFG at around $150 million.

Korea’s national Pension 
service appoints chairman
South Korea’s National Pension Service (NPS) 
has appointed Kwang Choi, an economist who 
served as health and welfare minister in the late 
1990s, as its chairman and CEO. He replaces 
Kwang-woo Jun, who stepped down last month. 

Panasonic’s healthcare unit 
attracts 10 PE bidders
Around 10 private equity firms and a handful 
of strategic investors are expected to enter 
first-round bids for Panasonic’s healthcare unit. 
Prospective PE buyers are said to include KKR, 
Bain Capital, The Carlyle Group, TPG Capital, CVC 
Capital Partners and Unison Capital. Toshiba is 
a likely strategic bidder. Panasonic is looking to 
raise as much as $1 billion from the sale.

ntt Docomo acquires 
Guam cable operator
Japanese wireless operator NTT Docomo has 
acquired Guam cable operator MCV Broadband 
from New York private equity firm Seaport Capital 
for an enterprise value of approximately $130 
million. Seaport acquired MCV back in 2005. 

sOuth AsiA

Capital18 exits india’s 
Webchutney, sees 3x return
Capital18, the venture capital arm of Indian 

media conglomerate Network18, has sold its 70% 
stake in Webchutney Studio to Dentsu Media and 
Holdings India (DMHI), a subsidiary of Japanese 
advertising company Dentsu, generating a 
3x money multiple. Dentsu acquired another 
10% from Webchutney’s founders and other 
shareholders, taking its stake to a total of 80%. 

VC-backed Just Dial’s iPO 
11x subscribed
Indian search engine Just Dial’s IPO was 
subscribed 11.6 times when it closed on 
Wednesday. The company will raise INR8.2-9.5 
billion ($148-171 million), depending on the 
final issue price. VC backers Sequoia Capital, SAIF 

Partners, Tiger Global, ECGS and SAP Ventures 
will make a partial exit in what is the biggest IPO 
in India so far this year. It beats the $750 million 
Bharti Infratel IPO in December 2012.

Kae Capital seeds india 
language-learning platform
Indian venture capital firm Kae Capital has 
invested an undisclosed amount for a minority 
stake in Intap Labs, the start-up behind 
language-learning platform CultureAlley.com. 
Jaipur-based Intap labs was set up a year ago, 
launching CultureAlley.com last November. 

Partners Group to buy 
majority stake in Css Corp
Partners Group will acquire a majority stake 
in IT services provider CSS Corp. as part of a 
management buyout worth around $275 million. 
The deal will facilitate the exit of SAIF Partners, 
Goldman Sachs and Sierra Ventures.

sOuthEAst AsiA 

JBiC, Mizuho partner with 
singapore government
Mizuho Corporate Bank (MHCB) and Japan 
Bank for International Cooperation (JBIC) have 
signed an agreement with SPRING Singapore, 
an agency under the Ministry of Trade and 
Industry, to encourage collaboration between 
small businesses in Japan and Singapore. It 
complements the recent launch of the $150 
million Mizuho ASEAN PE fund to which both 
JBIC and MHCB have committed capital.

rocket internet’s fashion 
startup raises $100 million
Zalora, a Hong Kong-based online fashion and 
beauty retailer owned by German VC firm Rocket 
Internet, has closed a $100 million round of 
financing from Investment AB Kinnevik, Verlinvest 
and return backers Summit Partners and 
Tengelmann Group - which invested around $26 
million in March this year.

sEAVi invests $17m in 
indonesian port manager
SEAVI Advent Private Equity, the Asian arm of 
Advent International, has made a $17 million 
investment into Multicon Indrajaya Terminal, an 
Indonesian port depot manager. The business 
is one of the largest container depot operators 
nationwide, with a more than 20% market share.

DBs wins approval to buy 
indonesia bank stake
DBS Group Holdings has won approval to buy 
a 40% stake in Indonesian mid-sized lender 
Bank Danamon for $2.75 billion from Singapore 
state investor Temasek. It will be the biggest 
acquisition in the country’s history. 

Singapore-based DBS first expressed 
interest in acquiring a stake in publically-traded 
Danamon from Temasek a year ago. Temasek 
owns 67.37% of Danamon as well as being the 
controlling shareholder in DBS, in which it holds a 
29.7% stake. DBS is eventually looking to acquire 
up to 99% of Danamon, saying it would first buy 
Temasek’s stake and then make a general offer 
for the rest of the shares. Last year the bank said 
it would offer IDR7,000 in cash for each of the 

remaining shares, valuing the entire company - 
Indonesia’s sixth-largest lender by assets, with a 
3,000-branch network and six million customers 
- at 2.62x book value.

Indonesia’s central bank delayed approving 
the deal as it considered new rules on bank 
ownership. Under those rules, both foreign 
and domestic banks are limited to initial stakes 
of 40%. Those stakes can be raised provided 
the bank being acquired meets standards for 
corporate governance and financial health.

neWs
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At the OceAn PAlAce luxury hOusing 
community in Beijing, Chinese real estate 
developer Sino- Ocean Land is building a neo-
classical 60,000 square-foot facility to provide 
residential senior care services. The project is a 
joint venture with Cascade Healthcare, a foreign-
invested company with ties to US senior living 
services provider Emeritus. 

For Daniel Baty, Emeritus’ founder, it also 
marks the realization of a plan to set up business 
in China –only 14 years later than planned.

In the late 1990s, Baty, then chairman of 
senior housing operator Holiday Retirement 
Corp, built a retirement community outside 
Shanghai. It never opened, and ended up being 
converted into a budget hotel. It was a sign of 
the times: there was far more interest in assets 
that leveraged China’s emerging middle class 
with its newfound wealth and will to travel than 
targeting the older demographic.

But foreign investors are looking to China 
once again, encouraged by a government that 
recognizes the need for private investment 
to meet the demands of a rapidly ageing 
population. According to the UN, almost one-
third of China’s population, or 438 million people, 
will be over 60 years old by 2050. That’s more 
elderly than the entire population of the US.

The silver haired segment of the population 
is also growing quickly in other parts of East Asia, 
especially in Japan, South Korea, Hong Kong, and 
Singapore. In 1950, the elderly in Asia numbered 
roughly 57.6 million and accounted for about 
4.1% of the region’s population. By 2050, they are 
expected to number 922.7 million, sending their 
share to 17.5%. Within the next few decades, Asia 
will become the oldest region in the world.

“The first real money has been made by 
people in their 40s and 50s and as they retire 
elderly care is going to be huge – just like it has 
evolved in the US,” says Chris Alberti, co-founder 
of Cascade Healthcare, a China-focused senior 
care facilities provider backed by Emeritus Corp. 
“But it may take 10 years for the senior housing 
market to fully develop and for products to adapt 
to the unique demands.”

Well trodden path
Private equity strategies focused on “old 
economy” opportunities are indeed well 

established in the US. In 2010, the US 
Government Accountability Office found that 
buy-outs of nursing homes had left 10 private 
equity firms, including The Carlyle Group and 
Warburg Pincus, with control of nearly 20% of the 
for-profit elderly care facilities. 

The US long term care industry, including 
nursing homes, assisted living, home care and 
hospice care reached $259 billion by 2011, 
according to research firm Kalorama Information. 
Earlier this year, TPG Capital acquired Assisted 

Living Concepts, a Wisconsin-based operator of 
210 senior living residences, in a $278 million 
deal. In another demographic-driven deal in 
2008, TPG-Axon Capital provided more than $300 
million to develop two of pharma company Eli 
Lilly’s late-stage Alzheimer’s drug molecules. 

In Asia, rising per capita GDP and 
consumption levels also led to more goods and 
services targeted at the elderly segment. At CLSA 
Capital Partners in Japan, Asia’s oldest country 
with a median age of about 45, 30 million senior 
citizens present a business opportunity.

“When we say the elderly we don’t really think 
about people who are lying in bed sick. In Japan 
we have one of the longest life expectancies in 
the world so many people live to their 90s and 
remain very active; they like to go on holiday, go 
hiking, play sports and take up other hobbies. It 
is the ‘second stage’ of life after retirement, and 
there could be opportunities there,” explains 
Toshitaka Shimizu, a director at CLSA.

The PE firm’s investment in Everlife illustrates 
this thesis. The company makes supplements 
to ease knee joint pain, which became popular 
with seniors who prefer an active lifestyle. It was 
sold to Korea’s LG Household and Health Care 
for $285 million early this year at a valuation of 

6x estimated 2013 EBITDA.  LG could expand the 
product into other parts of Asia where the same 
trend is expected to emerge.

It doesn’t stop at medication. Japanese 
mobile network provider NTT DoCoMo’s senior-
friendly phones are specially designed to woo 
elderly subscribers. Called “Raku-Raku,” which 
means “easy” in Japanese, the phones feature 
voice-recognition software, large buttons and 
a loud speaker. At Aeon’s mall in Funabashi, 
meanwhile, older shoppers can access medical 

clinics and avail discounts on pension day.
In an economy that has been on the slide 

for a decade, the aging population is clearly one 
area of growth. According to Boston Consulting 
Group, Japan’s elderly make up 24% of the 
population but are responsible for more than 
50% of consumer spending. The largest chunk of 
this is for care homes and health services. 

J-Star, Asian Capital Alliance and Globis 
Capital Partners have all invested in senior care 
homes, which generate stable cashflows from 
government reimbursements. Annual elder care 
costs in Japan will more than double to JPY19.8 
trillion by 2026, the Ministry of Health estimates. 

The Antipodean angle
In Australia and New Zealand too, private 
equity investment is driven by changes in the 
population profile. “The three key trends for us 
from a healthcare perspective are the ageing 
of the population, the increased incidence of 
chronic disease – age-related but also lifestyle-
related – and the increasing demand on national 
health budgets due to fiscal consolidation 
combined with the expansion of older cohorts 
and more expensive care there,” says Alex McNab, 
investment director at Blue Sky Private Equity.

Silver lining
An established investment trend in developed markets, private equity players in emerging Asia are 
considering how they can best meet the needs of the region’s aging population 

Projected growth of Asia’s elderly population 
region number of people aged 65 or above (in thousands) % increase 2000-2050

2000 2025 2050

Asia 206,822 456,303 857,040 314

East Asia 114,729 244,082 393,802 243

Southeast Asia 24,335 57,836 128,958 430

South Asia 67,758 154,385 334,280 393

Source: United Nations 
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AVCJ PRIVATE EQUITY &  
VENTURE FORUM The fi rm has invested A$2.6 million ($2.5 

million) into health informatics fi rm Alcidion, 
which provides a cloud-based care platform for 
medical personnel to access the health records 
and share information. In Tasmania, Alcidion has 
piloted an advanced care system for old people 
who are in the last period of their life and require 
care across multiple touch points, including 
general practitioners, aged care facilities, allied 
health, hospitals, and emergency departments.

As in Japan, there is also signifi cant PE 
exposure to care homes. Australia’s second-
largest private senior care home operator, Regis 
Group, is owned by the private equity arm of 
Macquarie Bank. In New Zealand, Quadrant 
Private Equity assumed control of Summerset, 
the country’s second-largest care home operator, 
between 2008 and 2010, took it public in 2011 
and made a second partial exit earlier this month. 

Also in 2013, Archer Capital acquired Primelife 
Aged Care – one of Australia’s top fi ve for-profi t 
aged care operators – from Lend Lease Group 
and renamed the business Allity. Ben Frewin, 
a partner at Archer, notes that catering to the 
new generation of old timers requires additional 
capital for comforts that go beyond a basic 
nursing home setup.

“The aging population we have coming 
through is diff erent to the current aged 
population,” he says. “They’ve had freedom of 
choice throughout their lives and won’t take well 
to being told that we can’t provide you with a 
particular service because we can’t charge you 
for it. So we need to make sure we can provide 
both a quality of product and a quality of service 
that they’re going to expect.” 

In 2012, the Australian government launched 
an A$3.7 billion plan to deliver more choice and 
better care for older citizens. Measures include 
increased state subsidies for aged care providers 
to cover people who are unable to meet the cost 
of their accommodation. This is meant to help 
more aged care homes to be built or refurbished.

Over time the burden on the state is expected 
to increase with growing numbers of people 
needing aged care services, and the total cost to 
government will have to be carefully managed. 
One way to solve that problem would be 
deregulation, according to Frewin. 

“At the moment aged care is so heavily 
regulated that it is diffi  cult to diff erentially price 
your product versus a competitor’s. Over time 
the government has to allow for a progressive 
deregulation of the sector, giving more freedom 
for operators to charge customers what they are 
willing to pay for residential aged care”, he says.

Back in China, deregulation has also attracted 
interest from private investors. In its 12th Five 
year Plan, a broad policy document covering 
2011-2015, the government made senior care 

a high priority issue. The country is one of the 
fastest-graying in the world as the one-child 
policy and a rapid fall in the mortality rate saw life 
expectancy jump from 40 to 70 in only 50 years, 
compared to 100 years in developed countries.

Such is the shortage of elderly care in China’s 
major cities that there are more than 10,000 
applicants waiting for the 1,100 beds in Beijing’s 
No. 1 Social Welfare Home, a government-run 
facility that costs $110-570 a month.

Jayant Menon, an economist at the Asian 
Development Bank, believes the intensity of the 
ageing problem is a function of how important 
the government is in providing services. “There 
are two factors that operate: how fast they’re 
ageing and to what extent the public sector is 
already in a position to play a role and how much 
needs to change to address that,” he explains. 

This rapid rate of demographic change means 
that China is likely to grow old before it grows 
rich. First, private savings will decline as a share of 
GDP over the coming decades. Currently, China 
has more net savers than net consumers, but the 
population share of people aged 30-50 – typically 
the highest savers – will drop from 50% in 2010 
to 40% by 2030. As the current age group of high 
savers move towards retirement, the national rate 
of savings growth should decline and spending 
accelerate. 

The policy response includes the elevation of 
senior care to “encouraged” status in the country’s 
foreign investment catalogue, which has led 
to a massive increase in the number of players 
interested in the sector. 

Sequoia Capital, IDG Capital Partners, Fortress 
Investment Group, Fosun Group and Yunfeng 
Capital are all involved in projects to cater to 
the growing need for senior care. EQT Partners-
backed Econ Healthcare Group, which runs 
nursing homes and a hospital in Singapore and 
Malaysia, is also looking to expand into China 
with a retirement village.

Howevver, there is still debate about whether 
investors have found the appropriate model for 

China’s needs. Private investment right now is 
focused on real estate projects where minimum 
health care services are provided.

“Real estate developers in China experienced 
a slowdown that was eff ectively government-
imposed and they switched a lot of their 
attention to developing senior living properties. 
But what they started developing a senior 
lifestyle type of asset. That does not answer the 
question of how you give aged care to the infi rm, 
the weak and those who are getting much older,” 
says Bromme H. Cole, a consultant on health care 
and senior care facilities at Hampton Hoerter.

Which model works?
The lack of a successful, workable business model 
has led to several approaches. A crop of projects 
have emerged in which a Chinese property 
developer collaborates with a foreign senior 
care services operator. Major US senior-housing 
companies such as Merrill Gardens are expected 
to use this model.

Cascade used a rental-refurbishment model 
to deal with the crushing costs of land in the 
country. It invested$6 million to renovate a fi ve-
story hotel building in Shanghai’s Xuhui district, 
to be used as a senior care assisted living facility. 
“There’s no shortage of housing in China, so do 
I want to create a product that competes with 
that, or do I want to go in the other direction and 
de-risk my investment by going higher acuity?” 
explains Alberti. “In order to get revenues to 
support capital investment, you need to move to 
higher acuity because one thing people will pay 
for, up to a point, is healthcare.”

Foreign ventures are likely to remain focused 
on the high end of the market. Cascade’s Xuhui 
project, which started operations in October 
last year, charges RMB10,000-15,000 ($1,630-
2,450) per month. Government nursing homes 
generally cost RMB1,000-2,000 a bed per month, 
plus RMB 350-400 for food and other fees.

According to consulting fi rm LEK, an 
increasing level of household wealth, will enable 
over one fi fth of China’s senior population to 
aff ord high-end senior housing and care by 2020.

However, tradition and cultural diff erences are 
still expected to present obstacles to the growth 
of the senior care sector. Cole’s surveys found 
that the majority of elderly Chinese don’t want to 
participate in a retirement lifestyle product. 

“Chinese aged 65 are the children of the 
Cultural Revolution,” Cole says. “They lived their 
life from one chaotic episode to another and 
were taught to be frugal and thrifty. The idea of 
spending an enormous amount of money on a 
Western lifestyle is of no interest to them. When 
their 35-45 year-old children off er to place them, 
they say they want to stay in their current homes, 
close to their friends.”   

coVer story
mirzaan.jamwal@incisivemedia.com

“In order to get 
revenues to support 
capital investment, you 
need to move to higher 
acuity because the one 
thing people will pay 
for, up to a point, is 
healthcare” – Chris Alberti
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FArAllOn cAPitAl MAnAgeMent 
overcame a competing bid from Standard 
Chartered to acquire a controlling stake in Bank 
Central Asia (BCA) in March 2002, but other 
obstacles were few and far between. Indonesia’s 
largest retail lender had been nationalized four 
years earlier during the Asian financial crisis and 
the state-controlled owner wanted to recoup 
some of its outlay. The IMF and World Bank were 
also insisting on divestment as a condition for 
reactivating Indonesia’s aid program. 

Provided Farallon was comfortable with the 
risk involved – the country’s economy was still in 
tatters – BCA was there for the taking. The hedge 
fund duly took a 51% stake for $542 million.  

“We bought in at about 1x price-to-book 
(P/B) value, a price-to-earnings (P/E) multiple 
of 3x,” recalls Tom Lembong, who was part of 
the Farallon team that worked on the deal. “It 
generated a crazy return. There were never any 
rights issues, only dividends, so there was no 
dilution.” The hedge fund sold the bulk of its stake 

to domestic tobacco maker Djarum in 2007. 
When it exited the remainder two years later, BCA 
was Indonesia’s largest financial services firm with 
a market capitalization of $8.6 billion.

A couple of years on, Lembong, now 
managing partner at domestic private equity 
firm Quvat Management, began negotiations 
with another bank, a medium-sized lender facing 
a host of challenges. The owner wasn’t keen to 
give up control so Quvat put together a structure 
whereby it would take a minority stake but also 
lend money to the bank, using a portfolio of 

non-performing loans as a guarantee. The owner 
became confused, lost patience and finally pulled 
the plug on the deal.

Then and now
It is a familiar story in Indonesia’s present-day 
financial services sector. No longer down on 
their luck and desperate for support, the likes 
of banks, insurers and brokerages are popular 
among strategic investors looking for a proxy to 
economic growth. But transactions are hindered 
by differences over price, a failure to grasp 
structures and a lack of selling pressure.

“There is a lot of interest but it doesn’t always 
translate into actual transaction activity or 
completion,” says David East, head of transactions 
and restructuring for KPMG Indonesia. “A large 
percentage of deals fall over on pricing and 
transaction structure. An investor might try to 
do a carve-out or create a newco around an 
unsophisticated private company. Things get 
too complex and they begin to drag – and that’s 

before we even start the proper due diligence.”
The sector has seen M&A activity of $10.8 

billion since 2010, more than twice the figure for 
the preceding four years, according to Thomson 
Reuters. Transaction volume over each period is 
similar, with approximately 150 deals apiece.

The spike in average deal size has been driven 
by increasingly acquisitive Asian corporates. 
Japan accounts for just 16 of the 151 investments 
completed since 2010 but total capital deployed 
is $1.9 billion. Strip out DBS’ $7.2 billion deal for 
Bank Danamon – the principal seller is Temasek 

Holdings, also DBS’ controlling shareholder – 
and the Japanese share moves above 50%. In 
addition to Japan and Singapore, corporates 
from South Korea and China are most often seen 
looking at deals.

The motivation is clear: Indonesia’s economy 
is growing at annual rate of about 6%, per capita 
income has doubled in the last 10 years, half 
the population is below 30 years of age, 40% of 
people don’t have bank accounts and insurance 
penetration is below 2%. 

Richard Williamson, head of Ernst & Young’s 
Asia Pacific financial services lead advisory 
practice, finds himself in Jakarta once few 
weeks working on mandates, yet the drop-off 
rate between formal negotiations and closed 
transactions is higher than any other market in 
the region.  “We’re aware of negotiations that 
have been ongoing, with multiple stops and 
starts, over 2-3 years,” he says. “Some bank and 
insurance deals have been pitched around the 
market - formally and informally - for years and 
they and won’t close unless someone really 
drives up the asking price.”

Industry participants agree that the root 
of the problem is many sellers have no real 
incentive to do a deal – their businesses are 
solid and making money. It is estimated that 6-7 
family-owned banks are currently marketing, 
plus a similar number of insurers, but they could 
merely be testing the water. 

In a seller’s market, valuations are inevitably 
pegged to historical highs. When HSBC bought 
a controlling stake in Bank Ekonomi Raharja for 
$607 million in 2008, it was 4.1x P/B, so would-
be sellers use 4x as a benchmark, regardless 
of comparative asset quality. The insurance 
industry has a similar starting point, influenced 
by the $819 million – 4x P/B – that Japan’s 
Mitsui Sumitomo Insurance paid for a 50% stake 
in Asuransi Jiwa Sinarmas, Indonesia’s largest 
domestic life insurer, two years ago.

The pricing is too rich for many private 
equity investors. “It doesn’t make sense to buy 
Indonesian banks and insurers right now, they are 
the most expensive in Asia,” one regional buyout 
fund manager tells AVCJ. “This is the wrong time 
to buy a bank but the right time to sell.” 

Indeed, AVCJ Research’s records on PE activity 
in Indonesian financial services show that only 
$209 million has been deployed since 2010. The 

Too hot to handle
For all the foreign strategic interest in Indonesia’s financial services sector, most deals are thwarted due to a 
huge gap in price expectations. PE investors are steering clear of the mainstream and looking for niche value

No. of deals

Indonesia �nancial services M&A
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golden period was 2002-2005 when $1.8 billion 
was committed across 11 deals. This was the 
spate of investments that began with Farallon’s 
BCA buyout and saw Temasek and Khazanah 
Nasional enter the industry. 

TPG Capital and Northstar Pacific Partners 
were also involved agreeing to buy a 71.6% stake 
in Bank Tabungan Pensiunan Nasional (BTPN), the 
country’s seventh-largest lender, for around $200 
million in 2007. In mid-May, Sumitomo Mitsui 
Banking Corp. agreed to pay $1.56 billion for 40% 
of the bank, or 4.5x P/B. The PE group’s holding 
was diluted to 57.9% after BTPN went public and 
SMBC will take 32.6% of this. It implies a money 
multiple of at least 6x and 25% still to exit.

“The banking sector has been a pretty good 
hunting ground but I wonder where we go from 
here. It’s difficult to see how you can make PE 
type returns when paying  a significant premium 
to book value,” says Mark Thornton, formerly 
3i’s head of Southeast Asia and now managing 
director of Indonesia Private Equity Consultants. 
“Even though the government wants to see more 

consolidation in the banking sector, it remains to 
be seen whether PE can play a role in this.”

There are around 200 commercial banks 
nationwide and although consolidation is seen 
as a long-term inevitability, industry participants 
note that pressure for reform has slowed in 
recent years, perhaps due to the strength 
of the overall economy. Insurance is equally 
fragmented, with close to 100 non-life insurers 
and local life insurers. However, M&A options are 
also limited. 

Once the top-tier banks are struck off the list 
because they are either already foreign-invested, 
state-owned or large independents with no 
interest in giving up equity, the second and third 
tiers offer slim pickings. Many smaller players are 
red-flagged for integrity issues and the few gems 
there are have family owners which might not be 
willing to sell at an acceptable price.

Look to the margins
In addition to moving down the banking food 
chain in search of value, private equity investors 

are moving into non-traditional areas of financial 
services. Late last year, for example, Northstar 
agreed to pay INR200 million for a 49% stake 
in domestic brokerage Trimegah Securites. 
Singapore’s OCBC, Japan’s SBI Holdings, Malaysia’s 
OSK and South Korea’s Daewoo Securities have 
also made investments in the space.

Although several professionals on the 
advisory side question the size of potential deal 
flow, E&Y’s Williamson is focusing on brokerages 
and asset management companies because he 
believes this deals are more likely to close, citing 
the level of foreign investment in Indonesia on 
the debt and equity side.  

“There is there is a genuine value-add for a 
domestic brokerage or asset manager partnering 
with a foreign name. They get access to global 
capital markets and an existing pool of global 
institutional investors,” he explains.

The other area where private equity and 
strategic investors see potential is quasi-formal 
banking channels, which might involve anything 
from consumer finance to equipment leasing. 
AVCJ has records of three M&A deals in the latter 
category since mid-2011. Notably, Affinity Equity 
Partners and Saratoga Capital negotiated the 
acquisition of Austindo Nusantara Jaya’s (ANJ) 
auto financing and car rental units last year. 

According to a source familiar with the 
situation, this was part of a wider effort to secure 
a $100 million deal for a significant minority stake 
in Mitra Pinasthika Mustika (MPM), a leading 
domestic distributor for Honda motorcycles 
that is soon to go public. “MPM had a fairly 
small financing unit but when the PE investors 
got involved they helped the company buy a 
business with a significant financing asset,” the 
source says. “Financial services are becoming a 
key part of the overall business.”

Despite attempts to create strategic 
alignment, discussions were challenging. 
Affinity initiated contact with MPM in 2009 and 
dialogue progressed sporadically. It also took 
about one year to close the deal with the family 
owners of ANJ. Quvat’s Lembong warns that the 
environment is unlikely to become any easier 
as other investors follow private equity into the 
outer reaches of the financial services sector.

PE players will have to become more creative 
in their investment structures or fleeter of 
foot in pursuing transactions – or perhaps a 
combination of both. Even with global firms 
putting people on the ground in Indonesia, 
KPMG’s East argues they might still be best 
served by partnering with local GPs who retain 
a distinct advantage. “They hear about things 
becoming available through their non-public 
intelligence networks,” he says. “Then they 
conduct due diligence quickly and get things 
done quickly.”   

regulatory ruckus: Who 
dares buys? 
OCBC claims to have about 400 branches and offices in Indonesia; UOB and DBS have 213 and 
40, respectively. Indonesian lenders, meanwhile, routinely complain about the difficulties they 
face setting up even a single branch in Singapore. This was the context for Bank of Indonesia (BI) 
Governor Darmin Nasution’s remarks last week that DBS would only be allowed to own more than 
40% of Bank Danamon if reciprocal efforts were made to open up the Singapore market.

It is a political debate that owes its origins to Indonesia’s remarkably loose restrictions on 
foreign ownership of domestic banks. Until the 40% cap was introduced last year, overseas 
investors could hold up to 99% of a domestic player. As a result, eight of Indonesia’s top 11 banks 
by market value are controlled by foreign banks, families, PE firms or sovereign wealth funds.

The rumblings that preceded the cap – there was talk of retroactive implementation – 
spooked many foreign investors. “Activity dropped off a bit due to the regulatory uncertainty, save 
in respect of sub-40% deals where activity levels have remained healthy, but things have picked 
up since greater clarity in respect of the 40% rule has been introduced,” says Lee Taylor, a partner 
with Clifford Chance in Singapore.

As it stands, non-financial institutions and individuals are subject to shareholding caps of 
30% and 20%, respectively, and although financial institutions are restricted to 40%, BI will make 
exceptions for those who meet certain standards for corporate governance and financial health. 
In cases where the criteria are not met, investors will have to reduce their stakes by January 2019.

DBS won approval to buy 40% of a 67.4% stake in Danamon owned Temasek Holdings – also 
DBS’ controlling shareholder – but it wants to acquire the whole lot with a few to a full takeover. 
Other investors have yet to be so bold. Sumitomo Mitsui Banking Corp. set its sights on 40% of 
Bank Tabungan Pensiunan Nasional; South Korean lenders Shinhan Bank and Woori Bank sought 
40% and 33% of Bank Metro Express and Bank Himpunan Saudara, respectively.

One source tells AVCJ that certain clients – not necessarily those listed above – have been 
getting informal feedback from BI that they can take controlling interests in domestic lenders.

On the other hand, there has been talk in Indonesia’s parliament of a 49% limit on total foreign 
ownership, which would mean local banks remain in local hands. Investors hope this is nothing 
more than nationalist posturing that dies down after next year’s presidential election.
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With KKr’s exit FrOM seven West  
Media, the two investments that arguably 
defined Australia’s boom market of the mid-
2000s have now entered the history books. 

KKR agreed to acquire half of what was then 
known as Seven Media Group in November 
2006 for A$735 million (then $565 million) in 
convertible notes and A$2.5 
billion in debt. One month earlier, 
CVC Capital Partners took a 
50% stake in PBL Media – later 
renamed Nine Entertainment – 
for A$4.5 billion, A$982 million of 
it in convertible notes.

Neither deal turned out quite 
as intended: Nine is a write-off 
while Seven became a damage 
limitation exercise. KKR merged the business with 
West Australian Media (WAM) in February 2011 
in A$4.1 billion deal that saw its equity stake fall 
to 12.6% from around 45%. The 11.8% the PE firm 
had left last week was sold via the public market 
for A$265 million. Sources familiar with KKR 
describe the investment as “net positive.”

“I struggle to think of a PE firm doing a media 
deal of this size again,” says Mark McNamara, head 
of private equity at King & Wood Mallesons. “It’s a 
cyclical landscape and then there are significant 
structural challenges facing the media industry.”

The premise for the investments was strong 
enough. Seven and Nine controlled two of 

Australia’s three fully commercial 
free-to-air television networks, 
plus extensive print and online 
publishing assets, and the 
advertising market underpinning 
it all was robust. Then the global 
financial crisis hit and a revival 
was stymied by wider changes in 
the advertising markets as buyers 
embraced digital platforms. 

Although the two firms faced similar 
challenges, performance differed, according 
to Megan Brownlow, executive director at 
PricewaterhouseCoopers (PwC), with Seven 
overtaking its rival in 2007.

“First, Seven got two big US shows – 
Desperate Housewives and Lost – which were 

immediately successful,” Brownlow says. “Second, 
it developed in-house capabilities for producing 
drama content. More than half of Australian 
households have personal video recorders (PVRs) 
so they can skip through the ads. Seven’s in-
house capabilities meant it was better positioned 
to adapt to in-program advertising.”

Nine subsequently narrowed the gap, but it 
didn’t buy enough time for CVC. Neither did the 
divestment of non-core assets. Creditors came 
in last October and completed a debt-for-equity 
swap that all but wiped out CVC’s A$1.4 billion 
interest in the company. If the public markets 
had been more favorable in 2011 and Nine had 
managed to go public, the PE would have had 
more control over the fate of its investment. 

As for Seven, the merger with WAN gave 
the business scale at a time when it was much 
needed. And while the deal may have limited 
KKR’s upside,  it also provided a clear path to exit. 
“CVC was in a deadline situation and KKR was 
not,” Brownlow adds. “If you can’t choose the 
timing of your exit then you don’t control the 
process.”  

gOldMAn sAchs hAs tOPPled the  
Carlyle Group at the top of China’s exit rankings, 
with $9.85 billion in proceeds generated from its 
investment in Industrial and Commercial Bank 
of China (ICBC) against an initial commitment of 
$2.58 billion. 

Earlier this year, Carlyle walked away from 
China Pacific Insurance with more than $5 billion, 
having originally put in $800 million – a higher 
multiple than for the ICBC deal, but a lower cash-
on-cash return. 

A Goldman spokesperson indicated that 
although its seven-year relationship with ICBC 
has come to an end, it still considers the bank a 
long-term strategic partner. The US investment 
bank is also “committed and bullish about the 
China market in the long run,” and its decision to 
exit has nothing to do with a perceived negative 
view on the prospects for state-run banks.

However, the reality is that these lenders are 
no longer the growth stories they once were: 
profit growth is slowing, margins are being 
squeezed and there are concerns about a fresh 
wave of non-performing loans (NPLs) emerging 

in the wake of China’s post-global financial crisis 
credit boom. ICBC posted a net profit of $38.4 
billion for 2012, up 15% year-on-year, but like its 
industry peers such as Bank of China, earnings 
growth was the slowest seen since the bank 
went public.

Goldman completed its exit last week with 
the sale of $1.1 billion worth of shares in ICBC – 
1.57 billion shares sold at HK$5.50 
apiece – to Temasek Holdings 
and other institutional investors. 
The initial investment came in 
2006 as a clutch of international 
names, including HSBC, Bank 
of America Merrill Lynch and 
Temasek, bought into China’s 
major state-owned banks ahead 
of their IPOs. Goldman took 4.9% 
of ICBC and the bank duly listed in Hong Kong 
later the same year.

The divestments – six block trades in total – 
began in 2009 once the lock-up period expired. 
Goldman sold 3.03 billion shares for $1.9 billion 
but then signed a voluntary new lock-up that 

required it to hold on to at least 80% of its 
shares until April 2010. Five months later, it 
exited another $2.25 billion worth of shares. The 
investment bank then sold $4.6 billion across 
three block trades in November 2011, April 2012 
and January 2013. 

Given the size of its interest in ICBC, Goldman 
was always aware of the impact stock volatility 

would have on its quarterly 
performance. Every three 
months, the bank reported 
separate profit and loss accounts 
for the ICBC investment. 

In the most recent report, 
for the first quarter of 2013, the 
investment earned just $24 
million versus $408 million for the 
whole year in 2012. Of particular 

note, ICBC was also a factor as the Goldman 
posted its first annual loss in Asia in three years 
in 2011 – the bank stake’s value fell $517 million 
during the year, having contributed $747 million 
and $1.58 billion in profit in 2010 and 2009, 
respectively.  

Deal oF the Week
tim.burroughs@incisivemedia.com / winnie.liu@incisivemedia.com

End of an era as KKR sells Seven West 

Goldman exits ICBC as banks face squeeze 

Seven: Overtook Nine in 2007

ICBC: Bumper exit for Goldman
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When JAPAnese tech-FOcused vc  
Globis Capital Partners raised its third fund in 
2006, it was against a very different backdrop. The 
process took just four months and the vehicle 
closed at JPY18 billion, JPY3 billion over target.

Seven years later and Globis is again targeting 
JPY15 billion for Fund IV, an understandably 
modest goal when you consider the series of 
shocks, both natural and made-made, that 
have impacted the Japanese economy in the 
interim.  Four months in and the fund has 
reached a first close at JPY8 billion, suggesting 
investment appetite is still strong despite a fragile 
macroeconomic recovery. 

Perhaps the most startlingly fact is that 
around 80% of commitments received so far 
have been from domestic LPs who in the past 
have been notoriously wary of VC. In Fund III, 
or any of Globis’ earlier funds, non-Asian LPs 
accounted for the majority of the corpus, with 
only a small amount coming from local investors.

Although many foreign LPs have yet to 
commit to Fund IV, increased local investor 
appetite is evidenced by commitments not 

only from the likes of Mitsui Sumitomo Banking 
Corp. but also from pension funds that haven’t 
previously sought VC exposure. “Finally we are 
starting to see more Japanese investors turning 
to private equity,” says Shinichi Takamiya, a 
partner with Globis. “Some the opinion leaders in 
the pension world are starting to commit, so we 
hope to continue to see a trickle-down effect.”

Another positive for Globis has been the 
economic reforms put in place by Prime Minister 
Shinzo Abe, the immediate impact of which has 
been increased foreign investor interest and a 

robust IPO market. Takamiya notes that the VC 
firm has already made five IPO exits from Fund III. 

Thee investment thesis for Fund IV follows 
that of its predecessors. Deals will range from 
early and expansion stage companies to late-
stage, including management buyouts and 
carve-outs, with JPY300-500 million committed 
per company. Industries of interest include web 
and mobile services, corporate solutions, media, 
technology, healthcare and education. 

 “We are going to focus on those sectors and 
technologies where Japan has an advantage and 
try to take companies overseas,” says Takamiya.

He adds that there is still ample opportunities 
for venture capital in Japan where the start-up 
space is vastly underserved. This is gradually 
being addressed as tech talents from the likes 
of Keio and Tokyo Universities are opting to set 
up on their own now that conglomerates are no 
longer able to offer lifetime employment. 

“Despite the stereo typical image of Japan 
of not being entrepreneurial, we see are seeing 
a younger generation of entrepreneurs coming 
through,” says Takamiya.   

Globis upbeat on Fund IV first close

AsiA squAre, A tWin tOWer cOMPlex 
in Singapore’s Marina Bay, is set to be city 
state’s most environmentally friendly building. 
Designed by architects Denton Corker Marshall, 
it will house the world’s largest solar panel roof 
installation and the first bio-diesel generation 
plant ever to be built in a city center commercial 
development. 

The development is part of a global real 
estate portfolio that will come under the control 
of alternatives manager BlackRock following its 
acquisition of Berlin-headquartered real estate 
investor MGPA.

MGPA, which has raised $8.5 billion to date, is 
the latest in a line of firms to be gobbled up by 
the asset-hungry giant, which has bought itself 
exposure to private equity, real estate, energy 
and hedge funds to meet demand for more 
diverse investment strategies. 

This is not to suggest the acquisition was 
unwelcome – MGPA had been on the lookout 
for an investor six months prior to the deal. 
The real estate fund management industry has 
been under pressure since the global financial 

crisis and it is the larger operators that find it 
easier to raise money, attract staff and generate 
efficiencies of scale that translate into the returns 
demanded by investors. To some, consolidation is 
inevitable and desirable.

“We thought it was an 
appropriate time to start filtering 
through the market and try to 
find a partner to help us take 
the business to the next level.” 
says Simon Treacy, CEO of 
MGPA, adding that the priority 
was finding a partner with a 
strong brand and distribution 
capacity, and a commitment to real estate. 
“BlackRock ticked all those boxes. It was a very 
complementary transaction.”

The combined business will have $25 billion 
in property assets under management and allow 
BlackRock to increase its exposure to Europe 
and Asia, where real estate is an increasingly 
important part of its investment strategy.  

The majority of MGPA’s portfolio is spread 
across Asia, in Japan, Malaysia, Singapore, China 

and Australia. This year it acquired J-Tower in 
Shanghai, Optima Centre in Perth and, more 
recently, a group of office buildings in Tokyo. 
Japan accounts for the majority of the firm’s Asian 

exposure and Treacy describes 
the market as a sweet spot for 
investments and selective exits.

“Japan is certainly getting 
some momentum from 
Abenomics,” he explains. 
“Improved demand drivers, 
which have been lacking over the 
last five years, are now coming 
into the market, so it is a very 

exciting time for real estate – especially in Tokyo.” 
Treacy adds that early indications from consumer 
and business sentiment surveys suggest an 
improvement at senior levels of business, 
especially with regards to capital expenditure.  

MGPA is currently fundraising for MGPA 
Asien Spezialfonds, a regional fund specifically 
designed for German investors. It has so far raised 
EUR135 million ($175 million) towards a EUR500 
million target.  

MGPA deal expands BlackRock’s Asia footprint

MGPA: Large Asia portfolio

Mobile: Central to Globis’ investment strategy
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“We Are grAteFul thAt We dOn’t need 
to put $500 million to work in Asia,” says Saki 
Georgiadis, head of Asia for Hermes GPE. “With 
such a scale of capital to deploy it would be 
diffi  cult to get the excess returns we would 
expect from our European and US portfolios.”

It is a natural reaction from an investor who, 
while upbeat about the region’s fundamental 
growth prospects, is cautious about the speed 
at which capital is fl ooding into the market. As 
of September last year, Hermes estimates there 
was $39 billion in dry powder in Asia. The largest 
portion of this capital – $6 billion – can be found 
in India, where GPs are coming to terms with the 
fact they managed to raise $15 billion over the 
last 10 years. 

Georgiadis opened Hermes’ Singapore offi  ce 
– its fi rst in Asia – last year. However, the group 
has been investing in the region for more than 
a decade, predating its current incarnation as a 
joint venture between Hermes Private Equity – a 
unit of the BT pension scheme – and the PE team 
from UK investment group Gartmore, which 
came into existence in 2010.

Hermes now stands as one of Europe’s largest 
investors in private equity and infrastructure with 
$9 billion under management for institutional 
investors and pension funds. It is invested in 
approximately 200 funds globally and Asia 
accounts for 35 of these relationships and nearly 
$1 billion in assets. Two new commitments were 
made in the region last year. 

The group has generally focused its attention 
on emerging markets but Georgiadis notes 
that the region presents opportunities in both 
developed and developing economies, so “there 
is something for everyone.”

Fee mitigation
As is the case for the majority of LPs globally, 
the fees charged by private equity fi rms are 
an issue for Hermes. Concerns within the 
investor community are likely to mount if 
fund performance fails to match that of earlier 
vintages.

“Everyone understands returns are going 
to be compressed going forward. This brings 
fees into the spotlight as it is not palatable to 
pay 2% and 20% on a 16%-18% gross return,” 
says Georgiadis. “The biggest issue is paying 
management fee on a committed basis which is 

a legacy structure from the early days of private 
equity.”

With this in mind, Hermes has been seeking 
to maximize returns by nurturing co-investment 
opportunities – it already has 60 globally as part 
of a program that is among the longest-standing 
in the industry. This was part of the rationale for 
relocating to Singapore.  

“We are very excited to be on the ground 
because it allows us to deploy our co-investment 
model more eff ectively in Asia,” says Georgiadis. 
“We can’t fi nd enough high quality co-
investments to get dollar for dollar but that is 
fi ne- we will probably get 25-30%.”

For Hermes, co-investment is not just about 
reducing fees; it is also a way to get to know 
managers outside of the fundraising process 
and see them in action. “The reality is that it is 

almost impossible to really understand a GP 
through the highly structured and rehearsed 
fundraising process,” says Georgiadis. “Once you 
have tracked a GP for a couple of fund cycles you 
really start to get under the skin of the nous of 
the organisation.”

The group’s goal is to build a network of GPs 
in Asia to complement those it has developed 
in other parts of the world, after years of 
investment. Familiarity with certain individuals 
in the industry is essential when investing in 
fi rst-time funds that are assessed based on team 
members’ track records in previous jobs. The 
smaller the team, the higher the risk, so Hermes 

has to be absolutely comfortable dealing with 
everyone involved. 

Familiarity with the team was a key 
consideration when Hermes committed capital 
to Southeast Asia-focused GP KV Asia, which 
reached a fi rst close of $100 million on its $250 
million maiden fund last November. “You will 
rarely have a fully-fl edged team in the beginning 
so you have to believe that the core individuals 
are high quality, have good chemistry and 
complement each other well,” says Georgiadis. 

Size matters
In Asia, Hermes backs large-cap buyout funds as 
well as smaller operators, although the former 
receive a smaller portion of the capital pool. 
Funds targeting $2 billion or more typically 
account for 15-20% of the group’s total allocation 

in the region.  Despite this agnostic approach, 
Georgiadis describes fund size as the “fi fth 
element” in its investment strategy a key driver of 
for performance in the next few years. 

“There is growth in emerging markets and 
there are opportunities to catch that growth 
through private equity but if a fund has way too 
much capital and a fi xed investment period, they 
will make mistakes,” he says. 

“Asia is a market where you need to be 
fl exible with your strategy. In a sense you can’t go 
in dogmatically and say, ‘I will only do majority, 
I will only do this size range,’ you have got to be 
more fl exible by defi nition.”   

Building networks 
Two years since opening an offi  ce in Singapore, Saki Georgiadis, head of Asia for Hermes GPE, refl ects  on the 
benefi ts of having an on-the-ground presence in Asia
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Private equity fundraising in Asia by sub-region

Source: AVCJ Research

2008 2009 2010 2011 2012 2013YTD

8,000

6,000

4,000

2,000

0

US
$ 

m
ill

io
n

South Asia
Southeast AsiaAustralasia North Asia

Greater China



GLOBAL PERSPECTIVE, LOCAL OPPORTUNITY

Japan 2013 
Private Equity & Venture Forum

avcjjapan.com

14th Annual

avcjjapan.com

27-28 June 2013, Conrad Tokyo

Knowledge Partner Exhibitor Supporting Organisations

For the latest programme and speaker line-up, please visit avcjjapan.com

● 左右幅 200mm以内で使用してください

● 100mm

● 50mm

Registration: Pauline Chen T: +852 3411 4936 E: Pauline@avcj.com
Sponsorship: Darryl Mag T: +852 3411 4919 E: Darryl.Mag@incisivemedia.com

Contact us

Asia Series Sponsor Co-Sponsors

Meet attending Limited Partners including:

 AISIN Employees’ Pension Fund    American Life Insurance Company (Japan Branch)   
 Asahi Kasei Corporation    Asia Alternatives Advisor HK Ltd    Bank of Singapore Limited

 Capital Dynamics    Coller Capital    Daido Life Insurance Company
 Development Bank of Japan Inc.    DIC Pension Fund    Fujitsu Pension Fund    

 Gibraltar Life Insurance    Government Pension Investment Fund (GPIF)    
 Hamilton Lane    HarbourVest Partners (Japan) Ltd    HarbourVest Partners (U.K.) Ltd

 Hermes GPE    Industry Finance Group Japan Bank for International Cooperation (JBIC)
 International Finance Corporation Tokyo Office    Japan Alternative Investment Co. Ltd.    

 Macquarie Funds Group    Marubeni Corporation    
 MassMutual Life Insurance Company    MetLife Alico Life Insurance K.K.    

 MFC Foundation    Mitsubishi Corporation    Mitsubishi UFJ Trust & Banking Corporation
 Mitsui & Co. Ltd    Mitsui Sumitomo Insurance Co., Ltd    Mizuho Corporate Bank Ltd.

 Nippon Life Insurance Company    Nipponkoa Insurance Co.,Ltd.
  Nissay Asset Management Corporation    Okayama Metal and Machinery Pension Fund

 ORIX Corporation    Pantheon    Resona Bank Ltd    Shinkin Central Bank
 Sompo Japan Insurance    Sumitomo Mitsui Trust Bank Limited

 The Dai-ichi Life Insurance Company Limited   
 Tokio Marine Asset Management Co. Ltd    Wilshire (Hong Kong Limited)


	contents: 
	Page 1: 

	previous: 
	Page 1: 

	next: 
	Page 1: 

	find: 
	full screen: 


