








Private Equity (cont.)

Mehmet Sami + In 1H14, PE activity witnessed an uptick in Asia Pacific as it steadily evolved into a
Partner, M&A and Debt Advisory, (Deloitte-Turkey, Istanbul) maturing market. With an increase in deal value and improvement in exit activity, LPs
appeared willing to increase their commitments toward PE firms. However, heightened
« "Where to play” — As funds control more capital, they will notice competition for quality targets and steep valuations made them selective about
they lack attractive deals which will ultimately force them into investments as they sought safety of their funds along with good distributions.'#

diversification. This will encompass new strategies for talent, deal

: ; «  With record amount of unspent capital in the region, GPs are focusing on highly
types, sectors and ultimately geographies.

structured minority investments and buyouts in profitable companies that generate
suitable returns for investors.'®
« This strategic shift will result in emergence of new challenges and will make sustainable
results harder to achieve. To highlight a few, funds need to pay more attention to
shifting sands like “macro challenges” (macroeconomic and regulatory changes),
in addition to understanding business microeconomics. Also, cross-border deals
will become the norm when exiting. Funds therefore, need to rely on advisors with
network powers and local talent to assist in investments and exits. « The growing investment opportunities in emerging economies of Asia have resulted in
a lot of cross border investments. With an increase in potential exit options, PE firms
seem to be becoming more confident about their investments in the region.

+ The re-opening of the mainland China stock exchanges was a positive development
as the region saw several exits via IPOs. PE backed M&A activity also gained
momentum.'® This favorable exit environment enabled return of capital to investors
who had money piled up in PE funds.'

= Allin all, “where PE funds play” will require new strategies. Those expanding
geographies and utilizing deeper pools of local talent to discover and control diverse
investment opportunities will earn respect.

e \\

With an apparent increased appetite for investments, PE activity is expected to maintain
a good pace in 2H14. However, with record amount of dry powder, GPs may have

to pay higher prices for quality assets as competition for them is expected to remain
intense. Robust IPO markets and recovery in corporate M&A activities strengthened exit
channels, thereby increasing liquidity in the market. LPs are committed to increasing
their allocations toward the asset class and are tapping growth opportunities beyond
their domestic boundaries in order to diversify their portfolios.

+ Fundraising in the U.S. is expected to grow as investors demand more PE exposure,
although the average fund size will continue to drop as LPs pursue smaller and less
competitive deals. Secondary buyouts continue being an active channel used by GPs
for deal activity as such transactions are relatively easier to complete as compared to
the acquisition of publically traded companies.'*

+ The outlook for the European PE market appears to be promising as large
players continue to invest in the region owing to its economic recovery. Small
and mid-market European buyout funds are expected to attract more interest as
competition and valuations for large targets remain high.'*f

«  With growing investment opportunities, new capital is set to flow into the Asia
Pacific region. However, investors are being highly selective and are streamlining
their allocations to PE players with a strong distribution history."*9
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Outlook

Some of the asset classes are expected to exhibit uneven performances, with high yielding securities poised to outperform low yielding safer ones. The imminent rate hikes
expected toward the end of 2H14 or early 2015 could affect issuance as companies rush to raise cheaper capital while they can. Issuers are expected to favor fixed income
securities to raise capital only till interest rates remain low. Improving macroeconomic fundamentals, especially in Europe, are expected to bolster total issuance across
instruments. Heightened M&A activity has also been witnessed in most economies, thus virtually ensuring promising capital market activity in 2H14. Asset valuations may
attract regulatory scrutiny, since questions have been raised with regard to the intrinsic value of securities of late.?*

In the short term, it will be important to observe the impact of the following on capital markets:
+ Fed's winding down of the monetary stimulus in October?%®

+ Recent violence in Irag and the subsequent effect on the supply of crude oil**

+ The ongoing Palestine-Israel crisis?®

+  Russia-Ukraine political standoff?%

Recognizing the most suitable instruments and geographies to ensure continued access to adequate low cost funding is crucial. Exhibit 32
provides possible options—financial instruments and geographies—for companies to consider when raising capital based on expected growth
rates and the short-term outlook.

Exhibit 32: Potential instruments and geographies in which to raise capital in the short-term

Growth 2H13 to 1H14 Forecast 2H14

Financial Instrument lSJ:a::ZS l;:alig Europe

IG bonds 0 . 0 0 0 0

HY bonds 0 . 0 0 O

IG loans O Q Q O 0 O Legend

PO N 2 o o
High-growth 30% and higher

Equity Q . c O 0 c market
Low- to

Private equity Q 0 . O 0 O ;r;zsvetrhatia - 5% to 30%

O« & ®

. . . P . . . Neutral -5% to 5%
Note: Definition of Emerging Markets/Asia Pacific differs across instruments; CLO, Private Placement and Sukuk are not included; 0 °
Sources: Preqin, Standard & Poor's Financial Services LLC, Leverage Commentary & Data, Bloomberg Declining market Below -5%
Insignificant _
market
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Deloitte Debt and Capital Advisory
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Deloitte Debt and Capital Advisory (cont.)

One of the most successful Debt and Capital Advisory teams

Global senior team
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+ The Deloitte Debt Advisory group

is an network of 130 debt advisory
professionals in over 25 countries

+ We provide independent advice and
world-class execution resource to
a wide range of public, private and
institutional borrowers across the full
spectrum of debt markets

+  Our expertise ranges from the provision
of strategic advice on the optimum
capital structure and available sources
of finance through to the provision of
highly experienced execution resources

+ Where appropriate, the Debt Advisory
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Finance Advisory, Tax, Transaction
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Consulting
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