
private equity investment

private equity investment represents a significant segment of the global financial
market, involving direct investment into private companies or buyouts of public companies
that result in their delisting. This form of investment is characterized by long-term
commitment, active management, and the pursuit of substantial returns through
operational improvements, strategic guidance, and financial restructuring. Investors in
private equity typically include institutional investors, high-net-worth individuals, and
private equity firms that pool capital to acquire equity stakes in promising businesses. The
appeal of private equity investment lies in its potential for outsized returns compared to
traditional public markets, albeit with higher risk and lower liquidity. Understanding the
mechanisms, strategies, and benefits of private equity investment is essential for investors
seeking to diversify portfolios and achieve growth beyond conventional asset classes. This
article explores the fundamentals of private equity investment, its types, the investment
process, associated risks, and emerging trends shaping the industry today.

Understanding Private Equity Investment

Types of Private Equity Investments

The Private Equity Investment Process

Risks and Rewards of Private Equity Investment

Current Trends and Future Outlook

Understanding Private Equity Investment
Private equity investment involves the allocation of capital into privately held companies
or public companies that are taken private through buyouts. Unlike public equity markets
where shares are traded openly, private equity focuses on direct ownership stakes that
provide investors with significant control and influence over company operations. This
investment approach emphasizes long-term value creation by enhancing company
performance through strategic guidance, operational improvements, and financial
restructuring.

Private equity funds typically raise capital from institutional investors such as pension
funds, insurance companies, endowments, and wealthy individuals. These funds then
invest in companies with the goal of achieving capital appreciation over a period usually
ranging from four to seven years. The investors rely heavily on the expertise of private
equity managers who identify opportunities, conduct due diligence, and actively manage
portfolio companies to maximize returns.



Key Characteristics of Private Equity Investment
The distinguishing features of private equity investment include:

Illiquidity: Investments are not traded on public exchanges, resulting in limited
liquidity and longer holding periods.

Active Management: Investors often take an active role in governance and
operations to drive growth.

Leverage: Use of debt financing to amplify returns, commonly known as leveraged
buyouts (LBOs).

Risk and Return Profile: Higher risk is balanced by the potential for substantial
returns exceeding public markets.

Types of Private Equity Investments
Private equity investment encompasses several distinct types, each with unique strategies
and target companies. Understanding these types is critical for investors seeking to tailor
their portfolios according to risk tolerance and investment goals.

Venture Capital
Venture capital is a form of private equity investment focused on early-stage companies
with high growth potential. These investments often target startups in technology,
biotechnology, and other innovative sectors. Venture capitalists provide capital in
exchange for equity and typically offer strategic support and mentorship to help
businesses scale.

Growth Capital
Growth capital investments target more mature companies requiring funds to expand
operations, enter new markets, or finance acquisitions. These companies are usually
profitable but need additional resources to accelerate growth without changing control
significantly.

Buyouts
Buyout investments involve acquiring a controlling interest in a company, often using a
combination of equity and debt. Buyouts can be categorized into:

Leveraged Buyouts (LBOs): Using significant debt to finance acquisitions.



Management Buyouts (MBOs): Company management teams acquire the
business.

Private Equity Buyouts: Private equity firms acquire companies to restructure and
improve value.

Distressed Investments
These investments focus on companies experiencing financial or operational challenges.
Private equity investors provide capital and expertise to restructure and turn around
struggling businesses, often buying at discounted valuations.

The Private Equity Investment Process
The process of private equity investment is methodical and involves several stages from
fundraising to exit. Each stage requires rigorous analysis and strategic decision-making to
ensure successful outcomes.

Fundraising and Capital Commitment
Private equity firms raise funds from institutional investors and accredited individuals.
These funds commit capital that will be drawn down over time to make investments. The
fundraising process involves presenting investment strategies, track records, and
expected returns to potential investors.

Deal Sourcing and Due Diligence
Identifying promising investment opportunities is a critical step. Private equity firms
leverage extensive networks, industry expertise, and financial analysis to source deals.
Due diligence involves a comprehensive review of financials, operations, market
conditions, legal matters, and management teams to assess risks and potential returns.

Investment and Value Creation
Upon completing due diligence, the firm negotiates terms and acquires equity stakes.
Post-acquisition, private equity investors work closely with portfolio companies to
implement operational improvements, strategic initiatives, and governance reforms aimed
at enhancing profitability and growth.



Exit Strategies
Exiting investments is crucial to realizing returns. Typical exit routes include:

Initial Public Offerings (IPOs) where the company goes public.1.

Sale to strategic buyers or other private equity firms.2.

Recapitalization, involving refinancing to return capital to investors.3.

Risks and Rewards of Private Equity Investment
While private equity investment offers attractive return potential, it also carries inherent
risks that investors must carefully consider. Balancing these factors is essential for
informed decision-making.

Rewards
The primary advantages include:

High Return Potential: Private equity has historically outperformed public equity
markets over the long term.

Diversification: Access to unique investment opportunities not correlated with
public markets.

Active Influence: Ability to shape company strategy and operations directly.

Risks
Key risks associated with private equity investment are:

Illiquidity Risk: Investments are locked in for extended periods without easy exit
options.

Market Risk: Economic downturns can adversely impact portfolio companies.

Operational Risk: Failure to improve company performance may lead to losses.

Leverage Risk: High debt levels can increase vulnerability during financial stress.



Current Trends and Future Outlook
The private equity industry continues to evolve in response to economic, technological,
and regulatory changes. Understanding these trends helps investors anticipate
opportunities and challenges in this dynamic field.

Technology and Innovation
Private equity firms are increasingly investing in technology-driven companies and
leveraging advanced data analytics for deal sourcing and portfolio management. Digital
transformation initiatives within portfolio companies are a priority to enhance efficiency
and competitiveness.

Environmental, Social, and Governance (ESG)
Integration
ESG considerations are becoming central to private equity investment strategies. Firms
are incorporating sustainability criteria to manage risks, meet investor demands, and
create long-term value.

Global Expansion
Emerging markets and cross-border deals represent significant growth areas for private
equity investment. Firms are seeking opportunities beyond traditional markets to diversify
and capitalize on rising economic activity worldwide.

Increased Competition and Fundraising
The private equity space is witnessing intensified competition for high-quality deals,
leading to higher valuations and more innovative deal structures. Fundraising remains
robust, with record levels of capital committed globally.

Frequently Asked Questions

What is private equity investment?
Private equity investment involves investing capital into private companies or taking
public companies private, typically to improve their value before eventually exiting
through a sale or IPO.



How does private equity differ from venture capital?
Private equity generally invests in more mature companies and involves larger capital
amounts, while venture capital focuses on early-stage startups with high growth potential.

What are the main stages of private equity investment?
The main stages include fundraising, deal sourcing, due diligence, investment, value
creation, and exit strategies such as IPOs or acquisitions.

What are common strategies used by private equity
firms?
Common strategies include leveraged buyouts, growth capital investments, distressed
investments, and venture capital.

What risks are associated with private equity
investment?
Risks include illiquidity, high leverage, market volatility, operational risks within portfolio
companies, and regulatory changes.

How do private equity firms create value in their
portfolio companies?
They improve operational efficiency, implement strategic growth initiatives, optimize
capital structure, and provide managerial expertise.

What is the typical investment horizon for private equity
funds?
The typical investment horizon ranges from 5 to 10 years, allowing sufficient time to
enhance company value before exit.

Additional Resources
1. Private Equity at Work: When Wall Street Manages Main Street
This book by Eileen Appelbaum and Rosemary Batt explores the impact of private equity
ownership on companies, employees, and the broader economy. It provides an empirical
analysis of how private equity firms operate and the consequences of their investment
strategies. The authors challenge some common perceptions by offering a nuanced view
supported by extensive research.

2. Private Equity: History, Governance, and Operations
Douglas Cumming offers a comprehensive overview of the private equity industry,
covering its historical development, governance structures, and operational practices. It



serves as a practical guide for investors, managers, and students interested in
understanding the mechanics of private equity. The book combines theoretical insights
with real-world examples.

3. King of Capital: The Remarkable Rise, Fall, and Rise Again of Steve Schwarzman and
Blackstone
Written by David Carey and John E. Morris, this book chronicles the story of Blackstone
Group and its co-founder Steve Schwarzman. It provides an insider’s perspective on the
growth of one of the world’s largest private equity firms. The narrative sheds light on deal-
making, leadership, and the evolution of the private equity landscape.

4. Private Equity Operational Due Diligence: Tools to Evaluate Liquidity, Valuation, and
Documentation
By Jason Scharfman, this book focuses on the critical process of operational due diligence
in private equity investments. It equips readers with tools and frameworks to assess risks
related to liquidity, valuation, and fund documentation. The guide is essential for investors
seeking to protect their capital and make informed decisions.

5. Investment Banks, Hedge Funds, and Private Equity
David Stowell presents a detailed exploration of the interplay between investment banks,
hedge funds, and private equity firms. The book examines their roles in financial markets
and their strategies for creating value. It’s a valuable resource for understanding the
broader ecosystem in which private equity operates.

6. Private Equity: Fund Types, Risks and Returns, and Regulation
Harry Cendrowski and colleagues provide an in-depth analysis of various private equity
fund structures, associated risks, expected returns, and regulatory environments. This
book is designed for practitioners and academics seeking a thorough understanding of the
complexities involved in private equity investing. It covers both theoretical concepts and
practical considerations.

7. The Masters of Private Equity and Venture Capital
Robert Finkel and David Greising compile insights and interviews with leading figures in
private equity and venture capital. The book offers lessons on strategy, deal-making, and
value creation from some of the most successful investors in the field. It serves as both
inspiration and education for aspiring private equity professionals.

8. Private Equity Accounting, Investor Reporting, and Beyond
Mariya Stefanova and Anne-Gaelle Carlton provide a detailed guide to the accounting and
reporting standards specific to private equity. The book details best practices for investor
communication and fund administration. It is a critical resource for finance professionals
working within or alongside private equity firms.

9. Private Equity: A Practitioner's Approach
By Claudia Zeisberger, Michael Prahl, and Bowen White, this book offers a hands-on guide
to private equity from deal sourcing to exit strategies. It combines academic rigor with
practical experience to help readers navigate the complexities of private equity
transactions. The book is widely used by students and professionals alike.
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  private equity investment: Private Equity in Action Claudia Zeisberger, Michael Prahl,
Bowen White, 2017-06-09 Global Best Practice in Private Equity Investing Private Equity in Action
takes you on a tour of the private equity investment world through a series of case studies written by
INSEAD faculty and taught at the world's leading business schools. The book is an ideal complement
to Mastering Private Equity and allows readers to apply core concepts to investment targets and
portfolio companies in real-life settings. The 19 cases illustrate the managerial challenges and
risk-reward dynamics common to private equity investment. The case studies in this book cover the
full spectrum of private equity strategies, including: Carve-outs in the US semiconductor industry
(LBO) Venture investing in the Indian wine industry (VC) Investing in SMEs in the Middle East
Turnaround situations in both emerging and developed markets Written with leading private equity
firms and their advisors and rigorously tested in INSEAD's MBA, EMBA and executive education
programmes, each case makes for a compelling read. As one of the world's leading graduate
business schools, INSEAD offers a global educational experience. The cases in this volume leverage
its international reach, network and connections, particularly in emerging markets. Private Equity in
Action is the companion to Mastering Private Equity: Transformation via Venture Capital, Minority
Investments & Buyouts, a reference for students, investors, finance professionals and business
owners looking to engage with private equity firms. From deal sourcing to exit, LBOs to responsible
investing, operational value creation to risk management, Mastering Private Equity systematically
covers all facets of the private equity life cycle.
  private equity investment: Inside Private Equity James M. Kocis, James C. Bachman, IV, Austin
M. Long, III, Craig J. Nickels, 2009-04-20 Inside Private Equity explores the complexities of this
asset class and introduces new methodologies that connect investment returns with wealth creation.
By providing straightforward examples, it demystifies traditional measures like the IRR and
challenges many of the common assumptions about this asset class. Readers take away a set of
practical measures that empower them to better manage their portfolios.
  private equity investment: The Private Equity Toolkit Tamara Sakovska, 2022-05-10 Master
the navigation of private equity deals from sourcing to exit with this comprehensive guide The
Private Equity Toolkit: A Step-by-Step Guide to Getting Deals Done from Sourcing to Exit offers
readers the first complete guide to executing a private equity deal from start to finish. Written by an
accomplished professional with twenty years of experience in the private equity space, this book is
perfect for current private equity analysts and associates, as well as business students and
professionals seeking to enter the private equity field. This book covers every stage of the private
equity process, from sourcing the deal to company exit. It provides a systematic overview of how to:
· Originate attractive investment opportunities; · Generate superior deal insights; · Form effective
working relationships with management teams; · Add value on portfolio company boards; and ·
Achieve profitable investment exits. The Private Equity Toolkit equips its readers with actionable
frameworks and proprietary tools that can be applied on a daily basis in the private equity industry.
The content found within is designed to be current and helpful for years to come and appeals to a
global audience.
  private equity investment: Private Equity Harry Cendrowski, Louis W. Petro, James P.
Martin, Adam A. Wadecki, 2012-05-01 An authoritative guide to understanding the world of private
equity (PE) investing, governance structures, and operational assessments of PE portfolio companies
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An essential text for any business/finance professional's library, Private Equity: History, Governance,
and Operations, Second Edition begins by presenting historical information regarding the asset
class. This information includes historical fundraising and investment levels, returns, correlation of
returns to public market indices, and harvest trends. The text subsequently analyzes PE fund and
portfolio company governance structures. It also presents ways to improve existing governance
structures of these entities. A specific focus on portfolio company operations, including due diligence
assessments, concludes the text. Seamlessly blends historical information with practical guidance
based on risk management and fundamental accounting techniques Assists the book's professional
audience in maximizing returns of their PE investments Highly conducive to advanced,
graduate-level classroom use Purchase of the text includes access to a website of teaching materials
for instructional use Learn more about PE history, governance, and operations with the authoritative
guidance found in Private Equity: History, Governance, and Operations, Second Edition.
  private equity investment: Private Equity 4.0 Benoît Leleux, Hans van Swaay, Esmeralda
Megally, 2015-01-20 “Private equity is more economically significant than ever, as institutions hunt
for high returns in a risky world. Private Equity 4.0 examines the role, workings and contribution of
this important industry in a straightforward yet revealing manner.” Dr. Josh Lerner Jacob H. Schiff
Professor of Investment Banking Chair, Entrepreneurial Management Unit Harvard Business School
A multi-perspective look at private equity's inner workings Private Equity 4.0 provides an insider
perspective on the private equity industry, and analyzes the fundamental evolution of the private
equity asset class over the past 30 years, from alternative to mainstream. The book provides
insightful interviews of key industry figures, and case studies of some of the success stories in the
industry. It also answers key questions related to strategy, fund manager selection, incentive
mechanisms, performance comparison, red flags in prospectuses, and more. Private Equity 4.0 offers
guidance for the many stakeholders that could benefit from a more complete understanding of this
special area of finance. Understand the industry's dominant business models Discover how value is
created and performance measured Perform a deep dive into the ecosystem of professionals that
make the industry hum, including the different incentive systems that support the industry's players
Elaborate a clear set of guidelines to invest in the industry and deliver better performance Written
by a team of authors that combine academic and industry expertise to produce a well-rounded
perspective, this book details the inner workings of private equity and gives readers the background
they need to feel confident about committing to this asset class. Coverage includes a historical
perspective on the business models of the three major waves of private equity leading to today's 4.0
model, a detailed analysis of the industry today, as well as reflections on the future of private equity
and prospective futures. It also provides readers with the analytical and financial tools to analyze a
fund's performance, with clear explanations of the mechanisms, organizations, and individuals that
make the system work. The authors demystify private equity by providing a balanced, but critical,
review of its contributions and shortcomings and moving beyond the simplistic journalistic
descriptions. Its ecosystem is complex and not recognizing that complexity leads to inappropriate
judgments. Because of its assumed opacity and some historical deviant (and generally transient)
practices, it has often been accused of evil intents, making it an ideal scapegoat in times of economic
crisis, prodding leading politicians and regulators to intervene and demand changes in practices.
Unfortunately, such actors were often responding to public calls for action rather than a thorough
understanding of the factors at play in this complex interdependent system, doing often more harm
than good in the process and depriving economies of one of their most dynamic and creative forces.
Self-regulation has clearly shown its limits, but righteous political interventions even more so.
Private equity investment can be a valuable addition to many portfolios, but investors need a clear
understanding of the forces at work before committing to this asset class. With detailed explanations
and expert insights, Private Equity 4.0 is a comprehensive guide to the industry ways and means
that enables the reader to capture its richness and sustainability.
  private equity investment: Private Equity Investments Claudia Sommer, 2012-10-08 Private
Equity experienced dramatic flutuations in investment activity in line with the turbulences of



financial markets in recent years. Claudia Sommer develops a theoretical framework of factors
driving private equity investment activity and the resulting performance implications. Using a data
set of more than 40,000 European transations between 1990 and 2009 she applies a variety of
econometrial approaches and shows how neoclassical aspects, information asymmetries, agency
conflicts, and market timing contribute to the dynamics in the private equity market. In a
performance analysis of more than 1,300 European private equity funds, she reveals how fund
performance is linked to investment activity. ​
  private equity investment: Private Equity. Critical analysis from the points of view of
investors and target companies Henning Wenzel, 2016-02-19 Seminar paper from the year 2013
in the subject Business economics - Investment and Finance, grade: 1,7, University of applied
sciences, Cologne, course: International Investment & Controlling, language: English, abstract:
Private Equity plays an increasingly important role in the financing of a wide range of businesses.
Over the past 20 years, private equity has been on of the fastest growing markets for corporate
finance. One of the reasons the private equity industry exist is that, in many cases, companies have
needs for capital which, for various reasons, cannot be met from the public markets. Investors that
provide capital to private equity funds invest in an asset class that entails relatively high-risk and
high illiquidity in what remains a largely unregulated market. Planning how to exit an investment is
just as important as preparing to make one because a merger adds value only if synergy, better
management, or other changes make the two firms worth more together than apart. The target
companies are supported with accountants, lawyers, investment bankers and other specialists.
Especially Start-up companies are often characterised by negative cash flows and demand high
investments. PE gives the chance to reduce the financial gap between selffinancing and stock
exchange listing and can also help to improve the equity ratio. Another advantage of PE for target
companies is the increase of equity and an improved balance sheet structure. Regarding to that, the
negotiating position is strengthened towards creditors, the credit rating is improved and the
financial room for investments increases. The main disadvantage of PE for target companies is the
weakened influence of the initial shareholders. Especially different strategically views between those
two groups might be difficult to solve. Due to the fact of the high risk, from the investors’
perspective, PE is a very interesting form of investment. Especially under diversification aspects the
investment in PE funds make sense, because the investors offer investment opportunities that can
not be replicated in the financial market and on top of that have a low correlation with other asset
class. The firms standard practice of buying businesses and then, after steering them through a
transition of rapid performance improvement and selling them is at the core of private equity’s
success.
  private equity investment: A Practical Guide to Private Equity Transactions Geoff Yates, Mike
Hinchliffe, 2010-02-18 This overview of a complex and often misunderstood subject takes the reader
through the issues that are faced throughout the life cycle of a private equity investment, from the
identification of an opportunity, through the various stages of the transaction and the lifetime of the
investment, to the eventual exit by the investor. The analysis of key documentation and legal issues
covers company law, employment law, pensions, taxation, debt funding and competition law, taking
into account recent legal developments such as the Companies Act 2006, the recent emergence of
private equity in the UK and the challenges faced by the industry as a result of the financial crisis.
  private equity investment: Private Equity Investing in Emerging Markets R. Leeds, 2015-12-05
Drawing on the author's four decades of experience as a practitioner and academician working with
private equity investors, entrepreneurs, and policymakers in over 100 developing countries around
the world, this book uses anecdotes and case studies to illustrate and reinforce the key arguments
for private equity investment in emerging economies.
  private equity investment: Private Equity Paul Gompers, Victoria Ivashina, Richard Ruback,
2019-03-15 ’Private Equity’ is an advanced applied corporate finance book with a mixture of
chapters devoted to exploring a range of topics from a private equity investor’s perspective. The goal
is to understand why and which practices are likely to deliver sustained profitability in the future.



The book is a collection of cases based on actual investment decisions at different stages for process
tackled by experienced industry professionals. The majority of the chapters deal with growth equity
and buyout investments. However, a range of size targets and investments in different geographical
markets are covered as well. These markets include several developed economies and emerging
markets like China, Russia, Turkey, Egypt and Argentina. This compilation of cases is rich in
institutional details, information about different markets, and segments of the industry as well as
different players and their investment practices – it is a unique insight into the key alternative asset
class.
  private equity investment: Private Equity Douglas Cumming, 2009-12-31 A comprehensive
look at the private equity arena With private equity differing from other asset classes, it requires a
whole new approach for those trained in more traditional investments such as stocks and bonds. But
with the right guidance, you can gain a firm understanding of everything private equity has to offer.
This reliable resource provides a comprehensive view of private equity by describing the current
state of research and best practices in this arena. Issues addressed include the structure of private
equity funds and fundraising, the financial and real returns of private equity, and the structure of
private equity investments with investees, to name a few. Discusses the role of private equity in
today's financial environment Provides international perspectives on private equity Details the
regulation of private equity markets Filled with in-depth insights and expert advice, this book will
provide you with a better understanding of private equity structures and put you in a better position
to measure and analyze their performance.
  private equity investment: Investing in Private Equity Partnerships Kay Müller, 2008-06-17
Kay Müller provides insight into the monitoring activities of private equity fund investors and
explores their information requirements. He analyzes the reporting of private equity fund managers,
reveals information gaps and provides guidance on how to improve investor relations.
  private equity investment: Private equity investments from the investor’s and the issuing
companies’ point of view Anne-Kristin Rademacher, 2013-04-29 Research Paper (undergraduate)
from the year 2013 in the subject Business economics - Investment and Finance, grade: 1,3,
University of Applied Sciences Essen, language: English, abstract: The paper on hand aims at
analyzing the financial model private equity from participants’ point of view. The introduction has
shown the importance for the overall economy. Questions of the paper are: what are the criteria for
successful investments for both parties; what are the advantages respectively difficulties from the
perspectives of investors and issuers of private equity? In order to systematically approach the
questions the author first provides the fundamentals of the concept. In a second step benefits and
risks for the participants in private equity investments will be described. A simultaneous assessment
of these will result in an overview reflecting potential profits and losses. The analysis focusses on
theoretical descriptions; practical applications will not be considered. Information and data
gathering is based on secondary literature.
  private equity investment: International Private Equity Eli Talmor, Florin Vasvari, 2011-06-24
Bringing a unique joint practitioner and academic perspective to the topic, this is the only available
text on private equity truly international in focus. Examples are drawn from Europe the Middle East,
Africa and America with major case studies from a wide range of business sectors, from the
prestigious collection of the London Business School’s Coller Institute of Private Equity. Much more
than a simple case book, however, International Private Equity provides a valuable overview of the
private equity industry and uses the studies to exemplify all stages of the deal process, and to
illustrate such key topics as investing in emerging markets; each chapter guides the reader with an
authoritative narrative on the topic treated. Covering all the main aspects of the private equity
model, the book includes treatment of fund raising, fund structuring, fund performance
measurement, private equity valuation, due diligence, modeling of leveraged buyout transactions,
and harvesting of private equity investments.
  private equity investment: International Investments in Private Equity Peter Klaus Cornelius,
2011-02-17 How can private equity investors exploit investment opportunities in foreign markets?



Peter Cornelius uses a proprietary database to investigate and describe private equity markets
worldwide, revealing their levels of integration, their risks, and the ways that investors can mitigate
those risks. In three major sections that concentrate on the risk and return profile of private equity,
the growth dynamics of discrete markets and geographies, and opportunities for private equity
investments, he offers hard-to-find analyses that fill knowledge gaps about foreign markets.
Observing that despite the progressive dismantling of barriers investors are still home-biased, he
demonstrates that a methodical approach to understanding foreign private equity markets can take
advantage of the macroeconomic and structural factors that drive supply and demand dynamics in
individual markets. - Foreword by Josh Lerner - Teaches readers how to investigate and analyze
foreign private equity markets - Forecasts private equity investment opportunities via
macroeconomic and structural factors in individual markets - Draws on data from a proprietary
database covering 250 buyout and VC funds and 7,000 portfolio companies
  private equity investment: Investors in Private Equity Funds Daniel Hobohm, 2010-07-03
Daniel Hobohm analyses investments by international investors in private equity and venture capital
funds over the last two decades. He compares different investor types in their fund preferences,
home bias and investor responses to market shocks.
  private equity investment: Private Equity Investments in Family Businesses Götz Müller, 2013
English summary: There is only limited academic attention paid to the topic of Private Equity
Investments in Family Businesses although the topic is becoming increasingly relevant for both
entity types. In order to advance the field, this study focuses on the organizational metamorphosis of
Family Businesses as a response to a Private Equity investment. In specific, changes in performance
and its potential determinants were researched by means of eight case studies. The results indicate
a neutral to beneficial performance development when Private Equity companies acquired a majority
stake and a neutral development in case of a minority investment. Analyses further revealed that the
positive performance improvement correlated with an organizational context that nurtured higher
levels of individual discipline and stretch as well as organizational values that became aligned with
market imperatives. German description: Investitionen von Private-Equity-Firmen in
Familienunternehmen werden fur beide Parteien zunehmend relevanter. Um diesem Gebiet
Rechnung zu tragen, wurde die Veranderung der wirtschaftlichen Leistungsfahigkeit von
Familienunternehmen im Zuge einer Private Equity Investition in acht Fallstudien untersucht. Die
Resultate zeigen eine neutrale bis positive Veranderung der Leistungsfahigkeit wenn
Private-Equity-Hauser eine Mehrheitsbeteiligung in Familienunternehmen erwerben. Bei
Minderheitsbeteiligungen konnte keine weitreichende Veranderung festgestellt werden. Weiterhin
zeigen die Ergebnisse, dass die untersuchten Mehrheitsbeteiligungen einen Kontext entwickeln,
welcher das individuelle Leistungsverhalten des Managements zu einem hoheren Masse fordert.
Dies beruht vor allem darauf, dass sich jene Firmen zunehmend Umwelt- und Marktbedingungen
offnen und neue Operationsweisen adaptieren.
  private equity investment: PIPE Investments of Private Equity Funds: The Temptation
of Public Equity Investments to Private Equity Firms Bernhard S„rve, 2013 Usually, private
equity firms take control of firms which are privately held, and tend to act hidden. But, in recent
years, the rising phenomenon of private investments in publicly listed companies, so-called PIPEs,
could be observed. At first, this seems to be inconsistent but, it could become a perfect way to
generate good returns. This book gives an overview about the PIPE market, and then focuses on the
role of private equity funds. How do they invest in publicly listed firms? And what are their
motivations? Is the overall performance of PIPE deals superior to those of traditional private deals?
PIPE deals have much in common with typical venture capital deals with regard to the young and
high-risk nature of target companies, and the minority ownership position. Surprisingly, buyout
funds are relatively more engaged in PIPEs than venture funds are. The author analyzes deal sizes,
industry sectors, holding periods, IRRs and multiples of public deals, and comparable private deals
with a unique data sample on transaction level. Finally, he discusses other possible motives for
private equity firms to engage in these deals: improved liquidity, fast process of deal execution,



access to certain markets, avoidance of takeover premiums and the thesis of an escape-strategy for
surplus investment money.
  private equity investment: The ^AOxford Handbook of Private Equity Douglas Cumming,
2012-03-22 This Handbook provides a comprehensive picture of the issues surrounding the
structure, governance, and performance of private equity.
  private equity investment: Research Handbook on Hedge Funds, Private Equity and
Alternative Investments Phoebus Athanassiou, 2012-01-01 This unique and detailed Handbook
provides a comprehensive source of analysis and research on alternative investment funds in the EU,
the US and other leading jurisdictions. Expert contributors offer an unparalleled perspective on the
contemporary alternative funds industry, the main areas of regulatory policy concern surrounding its
activities, and the role that alternative funds have played in recent financial crises, as well as an
account of the rules governing their operation in selected jurisdictions. Providing insight and
analysis of the contemporary investment funds industry at a time of crisis and transition, the
Research Handbook on Hedge Funds, Private Equity and Alternative Investments will be a valuable
tool for scholars, practitioners and policymakers alike.
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