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2016 Year-end Review and 2017 Outlook 
 
Market Overview 
 
Private equity and venture capital remained an attractive asset class for investors in 2016.  Despite 
significant global political and economic volatility throughout the year, general partners continued to 
perform for investors and attract new capital to the asset class.  Exit activity, while down from 2015, 
remained at a relatively strong level, as limited partners enjoyed their fourth consecutive year of seeing 
their distributions outpace capital calls.  Not coincidentally, global fundraising was also robust, as many 
investors sought to redeploy their distributions into new commitments.  
 
In private equity, while general partners remain well capitalized, the market is not without its challenges.  
Competition for deals is fierce.  With the number of active private equity firms at an all-time high, 
combined with strong interest from corporate acquirers,  purchase price multiples reached levels not seen 
since before the global financial crisis in 2008.  High prices may also have been a driver in the overall 
reduced level of transactions observed over the past year.  In addition, the increase in the average 
ownership period of a private equity-backed company may be a sign that general partners are holding 
their companies for longer periods in order to allow their companies to grow into their initial entry prices. 
 
In the venture capital market, conditions largely mirrored what was observed in private equity.  
Fundraising reached a 10-year high, as almost $60 billion was raised, representing a 25% increase from 
2015.  While the IPO market remained cool to venture-backed companies, corporate and financial buyers 
filled the exit void, as M&A volumes increased by 45% from 2015. While the flurry of acquisition activity 
was clearly a positive for venture investors, an improvement in public investor sentiment towards IPOs 
will likely be necessary at some point in order to sustain a healthy exit environment.   
 
One of the big questions that limited and general partners alike will continue to grapple with throughout 
2017 is how to deploy capital in a market where debt remains widely available, and equity capital is 
abundant.  There are few signs to support a view that prices will come down anytime soon.  As a result, it 
is perhaps more important than ever for investors to allocate capital to those managers who can 
consistently develop investment theses based on differentiated operational skill sets, deep industry 
expertise, and as important, avoid those managers that cannot separate themselves from the 
competition.     
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Venture Capital & Growth Equity in 2016 
 
Investment activity within venture capital and growth equity remained robust in 2016 with $122.1 billion 
invested globally, a slight decrease from $138.7 billion in 2015.  While 2016 saw a nominal decrease in 
venture capital investing, the total invested amount remains well above the $64.3 billion average invested 
between 2001 and 2013.  Venture investments from corporate investors, benefitting from strong balance 
sheets, continue to increase and accounted for more than 13% of all venture capital deals in the U.S. last 
year compared to 10% in 2015. Global venture capital fundraising continued to remain healthy, with many 
larger, experienced general partners raising capital for new funds, and investors willing and able to 
redeploy capital into venture capital and growth equity strategies. 
 
Corporate acquisitions and private equity mergers and acquisitions have continued to account for the 
largest portion of venture-backed exits, accounting for over 94% of all exits. Strategic acquirers that are 
not traditionally associated with technology have been able to look to the venture market to find 
companies that are operationally additive and bring fresh technological innovation.  Walmart and Unilever 
are good examples as evidenced by their large purchases of Jet.com and Dollar Shave Club, respectively. 
Furthermore, major private equity firms have raised rather large tech-focused funds that will bolster 
venture-backed M&A exits.  The acquisitions of Marketo, Qlik Technologies, and Ping Identity are 
examples of large sales to private equity in 2016.  Venture capital public offerings produced $4.2 billion 
of total transaction value in 2016, a 64% decrease from $11.8 billion in 2015. A total of 43 venture-backed 
companies went public in 2016 which is approximately half the number of IPOs from 2015.  Furthermore, 
this is the lowest number of public offerings since 2009 when there were only 10 venture-backed IPOs 
following the global financial crisis.  IPO activity is expected to increase in 2017 with around 20 venture-
backed companies currently in registration. The successful and highly-anticipated IPO of Snap may 
perhaps serve as a bellwether of market reception for additional venture-backed public exits yet to occur 
in 2017.    
 
Although global venture capital and growth equity investments decreased 9%, the number of transactions 
decreased at a higher rate of 16% from 2015 to 2016. Private valuations and deal sizes grew or stayed flat 
during 2016 keeping deal value high on a relative basis. However, outsized venture funding rounds 
returned to a more manageable level as there were 40% fewer $100 million+ financings in 2016 than in 
2015.  A trend throughout the venture capital and growth equity industry during 2016 focused on 
investors setting a higher benchmark for startup funding with a return to evaluating core company 
fundamentals rather than simply growth metrics.  This is in contrast to the venture activity in 2014 and 
2015 that saw massive funding rounds for Uber, Airbnb, and Snap.  
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Venture Capital & Growth Equity Fundraising 
 Globally, capital raised in venture capital and growth 

equity funds rose 25.4% from 2015 to $58.9 billion.  

 2016 represents the highest total capital raised in 

venture capital and growth equity funds over the 

past ten years. 

 Total funds raised remained roughly flat in 2016 with 

457 funds seeking capital, a 2.0% increase over 2015. 

 U.S. funds raised $42.0 billion in capital, a 20% 

increase over the $35 billion raised in 2015. 

 

 

 

Venture Capital & Growth Equity Investments 

 Venture capital and growth equity firms globally 

invested $122.1 billion representing a decrease of 

12.0% in value vs. 2015. 

 The number of transactions decreased similarly in 

2016 to 8,418, a decrease of 15.8% compared to the 

prior year.   

 Despite the relative decrease, venture capital and 

growth equity continues to remain robust compared 

to the historical average over the past ten years. 

 
 

 Venture Capital & Growth Equity Exits 
 
 M&A activity was strong in 2016 with total transaction 

value increasing 45.9% to $70.4 billion which was 

supported by several multi-billion dollar acquisitions 

by both strategic and financial buyers. 

 While M&A transaction value increased, total 

transactions fell by 19.1% illustrating a higher 

concentration of value in larger deals.   

 Venture capital and growth equity-backed IPOs 

declined 60.6% to 43 transactions, the lowest number 

of public offerings since the Global Financial Crisis in 

2008. 

 The total value of IPOs decreased at a similar rate to 

$4.2 billion, a 64.1% decrease vs. 2015.  
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Buyout & Special Situations in 2016 
 
Distribution activity was again the headline from 2016 within the buyout and special situations segment, 
continuing a trend that has been in place since 2013.  Portfolio liquidity was brought about by a strong 
year for mergers and acquisitions, dominated by strategic purchases by corporate buyers.  Buyout IPO 
activity was mixed globally with North American Private Equity (“NAPE”) transaction value down 52% vs. 
2015, but ex-NAPE transaction value up 61% and small-and-medium buyout (“SBO”) transaction value up 
45% vs. 2015.  In general, distributions continue to exceed capital calls. 
 
Leverage and shadow capital also continue to be available in the current low interest rate environment.  
Buyout and special situations firms globally raised $178.7 billion, a 14% increase from 2015.  
Approximately $50 billion went to small-and-medium buyout funds globally.  North America based firms 
raised 6% more capital compared to 2015, accumulating $98.4 billion, while ex-North America domiciled 
firms raised $30.0 billion in 2016, roughly flat compared to the prior year.  Demand was driven by U.S. 
pensions seeking to fund growing liability gaps, sovereign wealth funds similarly seeking to fill funding 
gaps in a prolonged low commodity price environment as well as growing demand from retail high net 
worth investors.  All in, dry powder reached another record level in 2016 and deal prices accordingly 
reached the highest levels since 2006.  
 
Despite the influx of capital, global investment activity within buyouts fell nearly 29% from 2015.  NAPE 
buyouts experienced a 21% decline in capital invested in the most recent election year and ex-NAPE 
buyouts experienced a 27% decline in capital invested due to concerns about Brexit and slowing emerging 
market growth.  Globally, buyout and special situations firms invested $15.6 billion in nearly 855 
companies.  
 
Buyout & Special Situations Fundraising 
 
 Buyout and special situations firms globally raised 

$178.7 billion, a 14% increase from 2015.  

 NAPE funds raised 6% more capital compared to 2015, 

accumulating $98.4 billion.   

 Ex-NAPE funds raised $30.0 billion in 2016, roughly flat 

compared to the prior year.  

 SBO raised $50.3 billion a 57% increase from 2015 with 

roughly the same number of funds raised. 
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Buyout & Special Situations Investments 
 
 Buyout and special situations firms globally 

invested $15.6 billion in nearly 855 companies, 

representing decreases of 29% in value and 10% 

in number vs. 2015. 

 NAPE buyout and special situations firms 

invested approximately 21% less than 2015.   

 Ex-NAPE investing fell by 27% from 2015.  

 SBO investing fell by 41% from 2015 on a 6.5% 

decline in number of transactions.  

Credit 
 
 Median debt percentages used for U.S. buyouts 

fell to just 50.5% of enterprise value. 

 Money center banks are limited to lending at no 

more than 6.0x EBITDA and many nontraditional 

lenders are likewise unable to underwrite loans 

at higher valuations.   

 Median equity/EBITDA ratios jumped more than 

a full turn to 5.4x in 2016.  

 

 
 
 
 
Buyout & Special Situations Exits 
 
 NAPE buyout-backed IPOs fell precipitously for the 

second year in a row to $3.5 billion, a 52% decrease 

in transaction value vs. 2015.  

 Ex-NAPE buyout-backed IPOs were up 61%. 

 The total value of NAPE buyout M&A deal activity 

was likewise down significantly from 2015 (which 

was at its highest level since 2007).   

 Ex-NAPE M&A deal value fell by 35%. 

 SBO IPO activity was up 45% vs. 2015. 

 SBO M&A deal value fell by 50% to $22.7 

billion.  
NOTE: As used here, NAPE and Ex-NAPE exclude fund sizes or fund size targets 

less than or equal to $1 Billion.  
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Secondaries in 2016 
 
Secondary transaction volume declined in 2016 to $37 billion following two record years of over $40 billion 
in annual transaction volume. A primary driver of volume compression was smaller average transaction 
size, which declined from approximately $200 million in 2015 to $180 million in 2016.  While the trade of 
limited partner positions still dominates the type of secondary sales at 75% of all volume, general partner-
led transactions such as secondary directs, fund restructurings, recapitalizations, spin-outs, and tender 
offers have expanded, composing 25% of activity versus 22% in 2015. The secondary market continues to 
be highly concentrated, with the top 10 largest buyers accounting for approximately 58% of transaction 
volume in 2016, down from 62% in 2015.  
 

The estimated level of dry powder for 
secondaries rose to a record high of over $70 
billion at year-end 2016, up from $65 billion in 
2015.  The price of secondary deals remains 
competitive given sustained buy-side demand, 
although prices appear to have moderated 
slightly in 2016 due to public market volatility and 
a higher proportion of tail-end funds that were 
sold in the secondary market in 2016 compared 
to prior years.  Pricing of buyout interests 
increased modestly to 95% of NAV in 2016, up 
from 94% in 2015.  Furthermore, venture capital 
pricing increased 3% to 78% of NAV in 2016.  The 
increase in pricing for venture and buyout assets 
is largely a result of buyers demonstrating a flight 
to quality and an increased appetite for more 
recent vintage funds with strong perceived upside.   

 Endowments and foundations were the most active seller type, representing 24% of 2016 deal 

count yet only 11% of total volume. 

 In terms of volume, public pensions continued to be the largest seller type accounting for almost 

one-third of deal flow in 2016. 

 Buyout and venture funds continued to represent the bulk of the interests that trade on the 

secondary market accounting for 54% and 21% of funds sold in 2016, respectively. 
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Market Outlook 
 
2016 was a year characterized by idiosyncratic risk events that turned conventional wisdom—and the 
predictions of mainstream analysts—on its head. Looking forward to 2017 and beyond, the logical 
question is whether the turmoil and shock of 2016 was an aberration or a portent of the “new normal.” 
Whether in the midlands or the Midwest, “ordinary folks” seemed to take collective glee in taking the 
predictions of pundits and the advice of established opinion leaders and discarding them in the political 
rubbish heap. Analysts who predicted that a Trump victory would lead to a broad market selloff appeared 
vindicated by the futures market at 03.00 on the morning after the election, but within hours a new logic 
had taken grip, leading to a significant “Trump rally.” The next opportunity for an exogenous risk event 
appears to be with the presidential election in France in May 2017. The predictions are that a victory by 
the National Front candidate would lead to France’s eventual exit from the EU and a collapse of the post-
war European economic framework. But could these predictions be as woefully wrong as all those we 
heard and read in 2016? Without question, the author of any political or financial outlook is at greater 
peril of his or her views being rendered suddenly irrelevant than at any time in living memory.  
 
As we enter 2017, the one conventional prediction that appears to be playing out is the Fed’s “return to 
normalcy.” In late 2015, the Fed began the process of draining easy money from the financial system with 
a series of three 0.25% rate increases. In the wake of an improved economic outlook and sharply higher 
consumer confidence since November, it is anticipated that at least two more rate increases are likely 
through the end of 2017. Barring further exogenous shocks to the financial system, Abbott does not 
anticipate that such measured rate increases will have much effect on private equity deal volume. To the 
extent that rate increases have an impact on the debt markets, it is likely to lead to a moderation of 
transaction prices which could be favorable to new deal formation.  
 
In broadly traded markets, 2016 witnesses two unanticipated shifts in market sentiment: first, a significant 
transfer of capital from hedge funds and active management to passive strategies; second, a momentum 
shift from growth to value and “risk off” investments. RUST (real estate, utilities, staples and telecom), 
bond proxies and low volatility strategies benefited from these style-based regime shifts in 2016 at the 
expense of sectors such as software and healthcare, often moving in unison without regard to any 
individual fundamentals.  
 
Both of these phenomena would seem to have negative implications for private equity, which is the 
ultimate alpha-seeking strategy, focused on growth industries and fundamental bottom-up analysis. 
However, this did not prove to be the case in 2016, as fundraising continued close to the record levels of 
2014.  Further, 2016 marked the sixth consecutive year in which limited partners received positive flows 
from private equity (distributions in excess of capital calls). Abbott would expect that the weak outlook 
for public market returns, in conjunction with limited partners’ desire to redeploy capital from maturing 
portfolios, will likely drive healthy fund raising for private equity into 2017 and beyond, if not some degree 
of growth from a very high base. In addition, the emergence of shadow capital (which includes investor 
commitments to separate accounts, co-investments and direct investments) is a trend that appears to be 
accelerating, as larger institutional investors seek to expand their strategic relationships with, and in some 
cases compete directly with, general partners. Recent industry surveys show that target allocations to 
private equity are moving higher, as other attractive deployment options in high–returning strategies 
remain slim. According to one survey, 37% of respondents said they plan to raise their target for private 
markets, while only 1% planned decreased exposure.  
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In contrast to private equity fundraising, reported deal volumes fell significantly in 2016, only adding to 
the growing mountain of industry “dry powder.” With more capital available to put to work (both from 
traditional sources and the shadow market) and deal multiples at high levels, it would be hard to deny 
that outsized returns from undervalued assets may be difficult to find. Abbott expects that the gap 
between average private equity fund performance and public equity returns will narrow as the private 
equity industry has matured and become a less inefficient and more competitive market. While there is 
some evidence that the spread of returns within private equity has also converged, Abbott still believes 
the best funds should outperform their peers and the public markets by a wide margin. The general 
partners that distinguish themselves from the pack will likely be those that develop proprietary deal 
sourcing leads and identify discontinuities in micro-markets ahead of competitors. While having a 
“playbook” for value creation is nothing new to general partners, in a slow or stagnant macro 
environment, creating top-line growth appears more paramount than ever to drive outperformance.  
 
Historically, private equity firms have held assets for three to five years on average; however, median 
holding periods reached six years in 2014, as more time was required to manage through assets acquired 
during the pre-crisis boom years of 2006-2007. With current transaction prices near record highs, more 
“rolling up of sleeves” required to build value in companies, and the pipeline of ready-to-exit deals 
thinning out, it would be logical to expect that longer holding periods will likely endure for the medium 
term. Barring major shifts in financial markets, Abbott would expect the private equity industry to settle 
in at a “new normal” average holding period of around five years.  
 
Mirroring buyouts, venture capital in 2016 saw near-record fundraising, however a slight decline in actual 
deal activity, reversing the trend of the previous six years. Given the increased valuations of the prior few 
years, the renewed discipline exhibited by venture capitalists in 2016 in light of the public market volatility 
in early 2016 was a positive sign in Abbott’s opinion.  While IPOs of venture backed technology companies 
were a rare phenomenon in 2016, the window has recently begun to open for a select number of 
“unicorns,” as has been witnessed with the recent IPOs of Snap and MuleSoft. The venture capital market 
has thus become more bifurcated than ever between “haves” and “have nots” both at the fund level and 
at the portfolio company level, where capital has been concentrated in the hands of the best performers. 
The market has also treated fallen unicorns brutally, as evidenced by down rounds for several former stars 
who were unable to maintain the growth rates required of their once-lofty valuations.   
 
Whether in information technology or in life sciences, the venture capital market has always prospered 
during periods where technological disruption had the potential to upset legacy business models. Abbott 
expects that notable technological shifts underway (such as artificial intelligence and genomics) will 
continue to provide the raw material for the venture market to produce attractive returns for the 
foreseeable future. While those returns may be concentrated in fewer funds and a limited number of 
underlying companies, investors with access to the best opportunities should be rewarded.  
 
Despite an increase in the number of transactions in the secondary market, annual transaction value 
moderated in 2016 due to smaller average transaction sizes. Increasing secondary dry powder, the 
availability of leverage and limited supply of larger transactions all conspired to produce conditions 
extremely favorable for sellers of secondary assets. With prices in the secondary market showing no signs 
of moderating in the near term, some investors are able to rely on proprietary networks and strong 
relationships to generate deal flow outside of broad auction processes and differentiated due diligence 
advantages.   
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Cogent, January 2017. 

“Venture Monitor: 4Q 2016.” Pitchbook Data, Inc., 
National Venture Capital Association, January 2017. 

 “What to Expect in 2017” Venture Capital Journal, 
January 2017. 

 

 
 
  



 

 

Abbott Capital Management, LLC | 1290 Avenue of the Americas, 9th Floor | New York, NY 10104   
 

 

 

IMPORTANT INFORMATION 
Past performance is not a guide to future results and is not indicative of expected realized returns.  The views expressed and information 
provided are as of the date listed on the cover of this presentation unless otherwise indicated on a particular page or chart 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.  In addition, certain of the statements contained in this presentation may be statements of future expectations and other forward-
looking statements that are based on the current views and assumptions of  Abbott Capital Management, LLC (“Abbott”) and involve known 
and unknown risks and uncertainties (including those discussed below and in Abbott’s Form ADV, Part 2a., available on the SEC’s website at 
www.adviserinfo.sec.gov ) that could cause actual results, performance or events to differ materially from those expressed or implied in such 
statements.  These statements may be forward-looking by reason of context or identified by words such as “may, will, should, expects, plans, 
intends, anticipates, believes, estimates, predicts, potential or continue” and other similar expressions.  Neither Abbott, its affiliates, nor any of 
Abbott’s 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. 
 
This presentation contains information from third party sources which Abbott has not verified.  No representation or warranty, express or 
implied, is given by or on behalf of the 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 the 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. 
 
Performance Information:  Where Abbott performance returns have been included in this presentation, Abbott has included herein important 
information relating to the calculation of these returns as well as other pertinent performance related definitions. 
 
References to market or composite indices, benchmarks or other measures of relative market performance over a specified period of time are 
provided for your information only and do not imply that the funds sponsored by Abbott (the “Abbott Funds”) and Abbott’s managed account 
clients (collectively  with the Abbott Funds, “Abbott Clients”)will achieve returns, volatility or results similar to the index, or that these are 
appropriate benchmarks to be used for comparison for a private equity investment.  The market volatility, liquidity and other characteristics of 
private equity investments are materially different from publicly‐traded securities.  In addition, the composite of the index may not reflect the 
manner in which the Abbott Client portfolio is constructed in relation to expected or achieved returns, portfolio guidelines, restrictions, sectors, 
correlations or volatility, all of which are subject to change over time. The index returns will generally reflect the reinvestment of dividends, if 
any, but do not reflect the deduction of any fees or expenses which would reduce returns. An investor cannot invest directly in an index. 
 
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 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 an investment(s) may fluctuate.  Please refer to Abbott’s Form ADV, Part 2a 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 
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