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 Third Quarter 2016 Private Equity Market Review  

   
 

 

The third quarter of 2016 began with Europe and the rest of the world trying to make sense of the UK’s recent vote to leave the European 
Union, and ended with (in retrospect unfounded) confidence in the outcome of the US Presidential election.  In between, the Eurozone 
economy continued its slow pace, the US economy moved forward, housing starts hit the highest level in nearly a decade, and US household 
income surged forward at the fastest pace since 2007.  Markets in the US hit record highs.  Against that backdrop, Venture Capital & Growth 
Equity (VCGE), North American Private Equity (NAPE), ex-North American Private Equity (exNAPE), and Small Buyout (SBO) funds reported 
raising more than $60 billion in the quarter, slightly down from the second quarter.  In contrast, aggregate exit activity in the four sectors 
declined dramatically in the quarter.   
 
VCGE 

In the third quarter of 2016, VCGE funds raised $13.2 billion*.  This was roughly on pace with the second quarter of the year and is reflective 
of the strong venture fundraising environment Abbott has noted for the last several quarters.  After a strong first half for mergers and 
acquisitions, which was dominated by four large transactions comprising approximately 45% of overall reported value, venture-backed M&A 
fell precipitously in the third quarter.  The reported value of VC-backed M&A was nearly 63% off from the second quarter.  Across Abbott 
portfolios, distributions from VCGE funds were actually up from the second quarter, and the second quarter was up from a moderately weak 
first quarter of 2016. The weak first quarter has resulted in Abbott VCGE distributions in the first nine months being roughly 30% below the 
first nine months of 2015. 

 
 3Q 2016 vs. 2Q 2016 9 mos. 2016 vs. 9 mos. 2015 
 % Chg in $ % Chg in No. % Chg in $ % Chg in No. 

Fundraising* 5.8% 6.3% 19.5% 1.5% 

Investments -31.8% -12.0% -9.2% -16.5% 

M&A Exits -62.5% 5.0% 69.9% -21.8% 

IPO Exits 160.9% 36.4% -61.1% -59.3% 
* 3Q 2016 figure adjusted to exclude amounts raised by a large, Chinese state-owned venture fund. 

 
NAPE 

NAPE investing grew nearly 75% from the second to the third quarter, driven by a single investment by a NAPE fund which pushed the 
reported value of NAPE investing up significantly (Onex’ purchase of Reuters Intellectual Property & Science business represented 
approximately 40% of the reported capital invested in this segment in the third quarter).  Year to date, NAPE investing was down by over a 
third versus the first nine months of 2015, and without the large Reuters transaction, reported activity would have been down nearly 
50%.  Notwithstanding the general slowdown implied by the reported figures (when adjusted for the large outlying transaction), capital calls 
by Abbott’s NAPE funds accelerated in the third quarter, although calls were down 14% year to date versus the same period in 2015. 

 
 3Q 2016 vs. 2Q 2016 9 mos. 2016 vs. 9 mos. 2015 
 % Chg in $ % Chg in No. % Chg in $ % Chg in No. 

Fundraising -44.7% -9.1% 9.0% -45.1% 

Investments* 74.9% -3.5% -36.2% -17.0% 

M&A Exits -45.7% -25.0% -54.4% -42.6% 

IPO Exits** -90.1% -50.0% -93.3% -72.7% 
*3Q 2016 figure adjusted to appropriately reflect a NAPE fund's contribution to a large transaction. 

**There were no IPOs reported in Q1'16; calculations for 9 mos. 2016 only includes 6 months of data. 
 
exNAPE 

The reported investment activity by exNAPE funds rebounded in the third quarter, following a very slow first half.  Similarly, reported M&A 
activity was up dramatically, but against a relative lull in the period of uncertainty leading up to the UK referendum.  Capital calls by 
underlying exNAPE funds in Abbott portfolios followed the industry trend, with third quarter calls nearly equaling capital calls for the entire 
first half.  Distribution activity by those funds was up only modestly in the third quarter.   
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 3Q 2016 vs. 2Q 2016 9 mos. 2016 vs. 9 mos. 2015 
 % Chg in $ % Chg in No. % Chg in $ % Chg in No. 

Fundraising -20.7% 0.0% -3.8% -55.6% 

Investments* 285.9% 64.3% 47.4% -20.3% 

M&A Exits 42.7% -12.5% -68.6% -20.7% 

IPO Exits** -85.9% -50.0% -30.4% 33.3% 
*3Q 2016 figure adjusted to appropriately reflect an exNAPE fund's contribution to a large transaction. 
**There were no IPOs reported in Q3'15; calculations for 9 mos. 2015 only includes 6 months of data. 

 
SBO 

Reported figures for global M&A (venture capital- or private equity-backed, as well as others) declined dramatically in the third 
quarter.  Interestingly, the figures reported for SBO M&A activity climbed in the third quarter, and have climbed steadily throughout the 
year.  While this seems surprising, it mirrors Abbott’s overall experience in the third quarter; distributions from SBO funds across all Abbott 
portfolios increased nearly 70% from the second to third quarter.   

 
 3Q 2016 vs. 2Q 2016 9 mos. 2016 vs. 9 mos. 2015 
 % Chg in $ % Chg in No. % Chg in $ % Chg in No. 

Fundraising 32.9% 32.7% 63.1% -3.4% 

Investments 64.3% 3.6% -45.9% -14.2% 

M&A Exits* 40.4% 0.0% -42.9% -31.3% 

IPO Exits -64.4% -50.0% -11.6% -50.0% 
*Large transactions led by non-SBO funds were removed from Q3 2015 data and from Q2 2016 data. 

  
With the developments in the fourth quarter, we look forward to reviewing the private equity markets for all of 2016 in our year-end letter.   
 

 
 
End Notes 

The information presented in this document was generally sourced from the following materials. 

Bloomberg.com 

Thomson Reuters/Thomson ONE database (Fundraising, 
Investments, M&A, IPOs). Data is as of September 30, 
2016, and was sourced on December 15, 2016. Data 
retrieved from Thomson Reuters is continuously updated 
and is therefore subject to change. All data in Thomson 
One derived from either Thomson Financial sources or 
public filings. 

“Eurozone GDP Growth Remains Steady at 0.3%.” Financial 
Times, October 31, 2016.  

“Eurozone Economy Slowed in Second Quarter.” The Wall Street 
Journal, July 29, 2016. 

 

“Global M&A Drops in 3rd Quarter, Companies Wary of Overpaying.” Thomson Reuters / 
Lipper Alpha, October 4, 2016. 

“U.S. Economy Roars Back, Grew 2.9% in Third Quarter.” The Wall Street Journal, 
October 30, 2016. 

“U.S. Household Incomes Surged 5.2% in 2015, First Gain Since 2007.” The Wall Street 
Journal, September 13, 2016. 

“U.S. Housing Starts Jump 25.5% in October.” The Wall Street Journal, November 17, 
2016. 
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IMPORTANT INFORMATION  
Past performance is not a guide to future results and is not indicative of expected realized returns.  This presentation contains confidential and proprietary information regarding 
Abbott Capital Management, LLC (“Abbott”), its affiliates and investment program, funds sponsored by Abbott (the “Abbott Funds”) and Abbott’s Managed Account Clients (collectively 
“Abbott Clients”) as well as underlying portfolio funds held by the Abbott Clients’ and portfolio companies held by these funds.  This presentation and the information contained in this 
presentation may not be reproduced or distributed to persons other than the recipient or its advisors, to the extent they are bound by a duty of confidentiality. 
 
The views expressed and information provided are as of the report date unless otherwise indicated and are subject to change, update, revision, verification and amendment, 
materially or otherwise, without notice, as market or other conditions change.  Since these conditions can change frequently, there can be no assurance that the terms and trends described 
herein will continue or that any forecasts are accurate.  Neither Abbott, its affiliates, nor any of Abbott or its affiliates' respective advisers, members, directors, officers, partners, agents, 
representatives or employees or any other person (collectively “Abbott Entities”) is under any obligation to update or keep current the information contained in this document. 
 
All investments are subject to risk, including the loss of the principal amount invested.  Private equity related risks include among others: those associated with leverage, illiquidity 
and restrictions on transferability and resale of the investment and the speculative nature of private equity investments in general.  Fund of fund risks include dependence on the 
performance of underlying managers, Abbott’s ability to allocate assets and expenses incurred at the Abbott Client and underlying portfolio fund levels.  Exchange rate fluctuations may 
affect returns.  Diversification will not guarantee profitability or protection against loss.  There is no assurance that an Abbott Client's objective will be attained.  Performance may be 
volatile and the value of your investment(s) may fluctuate.  Please refer to Abbott’s Form ADV, Part 2a, available on the SEC’s website at www.adviserinfo.sec.gov for additional risk 
disclosures. 
 
This presentation is for informational purposes only and is not an offer or a solicitation to subscribe for any fund and does not constitute investment, legal, regulatory, 
business, tax, financial, accounting or other advice or a recommendation regarding any securities of Abbott, of any fund or vehicle managed by Abbott, or of any other issuer of 
securities.  Interests in the Abbott Funds have not been and will not be registered under the U.S.  Securities Act of 1933, as amended, any U.S., State securities laws or the laws of any non‐
US Jurisdiction.  None of the Abbott Funds are registered as an Investment Company under the U.S.  Investment Company Act of 1940, as amended nor is it expected that they will be in the 
future.  Interests in the Abbott Funds have not been approved or disapproved by The U.S. Securities and Exchange Commission or by any securities regulatory authority of any U.S. State or 
non ‐U.S.  jurisdiction, and neither the SEC nor any such authority has passed upon the accuracy or adequacy of this communication or the merits of Abbott or any Abbott Fund, nor is it 
intended that the SEC or any such authority will do so.  Investment in the Abbott Funds may not be suitable for all investors; investors should carefully consider risks and other 
information and consult their professional advisers regarding suitability, legal, tax and economic consequences of an investment. 
 
To UK Investors:  If communicated by Abbott Capital (Europe), Ltd, this presentation may be distributed to, or directed at, only the following persons: (i) persons who are “investment 
professionals” as defined in article 14(5) of the FSMA 2000 (Promotions of Collective Investment Schemes)(Exemptions) Order 2001 (the “PCISE Order”); (ii) persons who are high net 
worth companies, unincorporated associations, partnerships or trusts falling within any of  the categories of persons described in article 22 of the PCISE Order; and (iii) any other person to 
whom it may otherwise lawfully be made in accordance with the PCISE Order or rule 4.12.4 of the Conduct of Business Sourcebook of the FCA Handbook (all such persons together being 
referred to as “Relevant Persons”).  Persons who are not Relevant Persons must not act on or rely on this presentation or any of its contents.  Any investment or investment activity to which 
this presentation relates is available only to Relevant Persons and will be engaged in only with Relevant Persons.  Recipients must not distribute, publish, reproduce, or disclose this material, 
in whole or in part, to any other person.  Abbott Capital (Europe), Ltd is authorized and regulated by the UK Financial Conduct Authority. If communicated by Abbott Capital Management, LLC, 
this presentation may be distributed to, or directed at, only the following persons: (i) persons who have professional experience in matters relating to investments falling within Article 19(5) of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FP Order”), (ii) high-net-worth entities falling within Article 49(2) of the FP Order, and (iii) any other 
persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “FPO Relevant Persons”).  Persons who are not FPO Relevant Persons must not 
act on or rely on this presentation or any of its contents.  Any investment or investment activity to which this presentation relates is available only to FPO Relevant Persons and will be engaged 
in only with FPO Relevant Persons.  Recipients must not distribute, publish, reproduce, or disclose this presentation, in whole or in part, to any other person. 
 
This presentation contains information from third party sources which Abbott believes to be reliable but has not verified.  No representation or warranty, express or implied, is given by or 
on behalf of Abbott Entities as to the accuracy, fairness, correctness or completeness of the information or opinions contained in this presentation and no liability whatsoever (in 
negligence or otherwise) is accepted by Abbott Entities for any loss howsoever arising, directly or indirectly, from any use of this presentation or its contents, or otherwise arising in connection 
therewith. 
 
Certain of the statements contained in this presentation may be statements of future expectations and other forward-looking statements that are based on management's current views 
and assumptions and involve known and unknown risks and uncertainties (including those discussed above and in Abbott’s Form ADV, Part 2a) that could cause actual results, 
performance or events to differ materially from those expressed or implied in such statements.  In addition to statements which are forward-looking by reason of context, the words “may, 
will, should, expects, plans, intends, anticipates, believes, estimates, predicts, potential, or continue” and similar expressions identify forward-looking statements. 
 
Abbott may have arrangements with certain or prospective investors pursuant to which those investors receive additional portfolio information. 
 
Copyright © Abbott Capital Management, LLC 2016.  All rights reserved.   
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