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The Federal Republic of Brazil

By: Carl Dixon

3



Market Conditions 

Private Equity

A
g
e
n
d
a

Top Transactions

Pension Funds and New Regulation

PE Investment Recommendation

Hedge Funds

HF Investment Recommendation

4



General Overview of Market Conditions in Brazil
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• Brazil is the fifth largest country in the world - bigger than the entire European continent.

• Brazil is the world leader in bio-ethanol production. More than three-quarters of the automobiles 

sold in Brazil have flex-fuel engines, capable of running on petrol, ethanol, or a mixture of the two.

• Brazil has the best science base outside the G8.

• 400 of the world's 500 biggest companies operate in Brazil

• Of the 500 largest corporations of Latin America, 300 are Brazilian.

• Brazil is the world's fifth biggest consumer market.1

B
ra

zilia
n
 M

a
rk

e
t C

o
n
d
itio

n
s

1 Smith and Williamson: 7 September 2010 
2 Bloomberg : September 28, 20105



Private Equity in Brazil
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• The Emerging Markets Private Equity Association 2010 survey found that Brazil should see the largest 

increase in new investors of all emerging markets over the next two years.

• Brazil’s GDP per capita more than tripled from US$2,638 in 2002 to US$8,626 in 2008.

• At 30 June 2008, capital committed to Brazilian private equity represented just 1.7 percent of GDP, 

compared to a world average of 3.7 percent.

• The average private equity investment in Brazil over the period 2005 to 2008 was US$45 million. 

Indications suggest that the average deal size has risen to closer to US$100 million since the onset of 

the global downturn.1

1 Reuters: 7 September 2010
2 World Data Bank: 28 September 2010
3 Bloomberg: M&A Activity in Brazil 29 September 2010
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Largest Transactions in Past 12 Months

1Source: Bloomberg 22 September 20107
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•Advent International – $1.65 billion Latin American Fund

•GP Investments Fund 5- $888 million 

•Carlyle Group’s – $227 million

•Aberdeen - $246.4 billion fund worldwide

•Apax Partners – $14.4 billion fund worldwide

Major Players in Brazilian PE Market

NOTE: There are 257 funds registered in Brazil with a total of $45bn in invested assets.  2009 saw an increase of 21 

percent of assents in private equity in Brazil in 2009 to 2010 with 18 institutions successfully raising funds

Source: Brazilian Private Equity and Venture Capital Association (ABVCAP)
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Pension Fund Growth in Brazil
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Brazil ranks among the world’s top pension markets. Currently, pension funds’ assets 

represent 22% of Brazilian GDP and are by far the country’s largest institutional investors.1
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1Towers Watson 2010 Research
2Latin American Venture Capital Association

New Regulation

In 2009 the Brazilian Monetary Council (Conselho Monetário Nacional, “CMN“) enacted 

CMN Resolution n. 3,792, of September 24, providing a new regulatory framework to govern 

Brazilian closed pension fund investments. The new rules clearly adapt the previous 

investment policies to the new economic reality, authorizing such entities to invest more 

aggressively in several categories of investments, yet keeping the criteria of transparency, 

control and supervision.2
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Recommendation: Infrastructure
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•Energy and Telecommunications

•Brazil’s entry into the so called “decade of sports”, 

hosting the FIFA World Cup in 2014 and the 

Olympic Games in 2016, is generating increased 

demand for investment in Brazilian infrastructure. 

This demand is compounded by expectations for 

strong economic growth and the second phase of 

the Growth Acceleration Program (In 
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1Latin American Venture Capital Association

the Growth Acceleration Program (In 

Portuguese: Programa de Aceleração do 

Crescimento – “PAC-2”), recently announced by 

the Brazilian Federal Government.
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Hedge Funds in Brazil and Latin America

•Multimercado Funds

•Assets Under Management  (AUM) $56bn 

•Over 400 funds

•90% of all onshore Latin American hedge funds are based in Brazil

•AUM for Brazilian onshore funds increased by 50.8% in 20091

•Brazilian hedge fund index [BBOEMSBZ] returned TTM 37.51%, YTD  20.32%2
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1 eFinancial News: Dow Jones & Company  24 May 2010
2  Bloomberg:  
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Hedge Funds in Brazil and Latin America
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1Bloomberg: 29 September 2010
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Hedge Fund Regulation in Brazil
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•Commissao de Valores Mobilarios (CVM) – Regulator 

•Brazilian hedge funds are required to have daily redemption policies and to provide 

extensive monthly investment reports, as well as having strict mark-to-market 

accounting requirements. 1

•CVM 450 and 456

•Allows hedge funds to allocate 20% of fund assets in investments abroad2
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1 eFinancial News:  Dow Jones & Company 24 May 2010
2Alternative Latin Investor: 30 September 201013



PE Recommendation
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• Due to Brazil’s robust economy , growing pension funds, and positive regulation PE 

investment looks strong for the foreseeable future.

• In addition to the telecom and energy sectors, investment in private equity 

infrastructure funds.   

Hedge Fund Recommendation

• Due to its strong economy, successful financial markets, and tight regulation, the 

Brazilian hedge fund market has substantially grown in the past and is a strong 

investment for the future.  
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RUSSIAN FEDERATION

By: Wilfried Eyi
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Economic Indicators

Market Condition

Private Equity in Russia
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Private Equity in Russia

Hedge Funds Opportunities
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Economic Condition of Russia

� GDP : $1.76 Trillion('08); $1.23Trillion ('09)¹

� Ruble- Dollar: 30.41 Rub/$ (as of close 09/29)²

� Unemployment Rate: 6.9%  ²

� Foreign Investment: $82B (2009) ²
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Real GDP YoY Percentage Change

1. PriceWaterhouseCoopers ; 2. Bloomberg
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Retail Sales in Billions of Rubles

Growing Opportunities

� Real Income has been growing at an average of 11.2% /yr. (2000-2006)¹

� Retail Sales nearly doubled in 3 years  (730B-1.4T Rub/month) ²

� Consumer Loans went from $0B in1995 to $34.2B in 2005 ³

� Market is still depreciated from Great Recession

18
1&3. Delta Private Equity Partners ; 2. Bloomberg
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� Global Sentiment on Russia: “ ‘The sentiment that everything is OK with 

Russia is no longer around, it's disappeared somewhere,’ said Alexei 

Borichev, a dealer at ING Bank in Moscow… Analysts and traders have 

Leading Sectors ¹

� Energy

� Utility

� Mining

� Retail

� Telecom  

Borichev, a dealer at ING Bank in Moscow… Analysts and traders have 

ascribed the ruble's recent weakness to a variety of factors, such as 

Russia's deteriorating current account and about $40 billion in corporate 

loans due by the end of the year.” ²

� Political Climate (e.g.: Mayor Luzhkov’s firing- WSJ 09/29/10)

� Strong State-run industry (e.g.: Gazprom)

� Old culture:  “We pretend to work, and they pretend to pay us.” ³

1. PriceWaterhouseCoopers; 2. Wall Street Journal (09/23/2010); 2. Delta Private Equity Partners
19
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Deal Flow

In the graph is included: Acquisitions, Management Buyouts, Majority Purchases Leveraged 
Buyouts, Other Private Equity Transactions
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Time series
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Top Deals
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League Table
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Premiums in Russia vs. U.S.A
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Analyst’s Opinion

� Exits and Returns:

� IPOs are not that profitable on RTS, “Foreign traded shares still 
sell at a significant premium to domestic shares”¹

� LSE or HKEX used to be profitable options but since 2010 the 
new “rules imply that a private Russian company planning an 
IPO would only be able to sell 5 percent of its shares outside 
the country… Russian enterprises seeking to tap a wider pool 
of investors have little choice but to sell shares in “special 

25

of investors have little choice but to sell shares in “special 
purpose vehicles” registered overseas”²

� The best option I see is to focus on growing companies ( Low 
EV/EBITDA). Because of the stage and maturity of the market 
most companies could easily use some strong EBITDA 
improvement which would provide the strongest MoM opportunities

1.www.privateequityrussia.com ; 2.BusinessWeek
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Leveraged

Buyout

Divestiture

Take

Private

Distressed

Buyout

A buyout of a private 

company, often 

involved changes to 

company 

management

A buyout of a 

private 

company, 

involving the 

use of leverage

Analyst’s Opinion
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Target Company Stage

Startup (Early Stage) Growth (Mid Stage) Public (Late Stage)

Angel

26

Seed

Venture

Growth 

Equity

Growth 

Buyout

A minority investment in a 

high growth potential 

company with at least $5 

million in revenue

A minority 

investment in 

a high-growth 

private 

company
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Top Hedge Funds Russia vs. Bloomberg Funds
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Top Hedge Funds U.S.A & Hong Kong
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Relative Performance
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Seasonality
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Analyst’s Opinion

� Russian Hedge Funds seem to be doing better than most. Good 
Investment opportunity

� A strong investment would be in Relative Value Arbitrage with Russian 
Assets, which are currently depreciated

Top Hedge Funds Worldwide
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India

By: Jarom Dilworth
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General Market Conditions in India

The Sensex is at its highest in 30 months 1

Political/Regulatory
PE houses cannot leverage domestic transactions
Poor infrastructure

Risks
Complex regulations and many PE companies competing for the same deal 2

The key is to bring something besides the funding, such as experienced management and an 
international network to help the business grow.

Size of PE presence
Growing into one of the largest PE markets out of all the Emerging Market areas.
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1 This data was taken from the Wall Street Journal on September 22, 2010. As the stock 
exchange index value increases, so the general market correlates. 
2 This information was taken from the  KPMG Private Equity: Investing in India report34
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Major Players:  Number of Deals and Size of Deals

KKR & Co LP         Blackstone Group LP        Standard Chartered PLC

The graphical data was collected from a Bloomberg terminal on September 21, 2010.
35
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�59 deals in the last 12 months
�Top Deals

�SAIC Motor Corp acq. by Motors Liquidation Co.    [650 mil USD]
�Moser Baer Projects Pvt Lt acq. by Blackstone Group LP    [289.85 mil USD]
�Coffee Day Holdings  acq. by KKR & Co.    [211.29 mil USD]

�Median deal size for past 12 months = [12.89 mil USD]

Largest Transactions in Past 12 Months

This graphical data was collected from the Bloomberg database on September 21,2010. It is important to note that just prior to the 

world credit markets freezing, India reached over 40 deals in one quarter, helping the country to reach over 110 deals for the year. 
36



Hedge Funds in India

The top performing Hedge Funds in India are listed below. 
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The currency is listed in USD. 
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The Indian country index has outperformed all the other country indices. 
In 2010, the Indian index has outperformed the US index by 404 basis 
points

Indian Hedge Funds vs. Benchmarks

This information was gathered from hedgefund.net on September 29, 2010.
38



Invest in PE in India
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India is a growing private equity market; it has one of the fastest growing 
Private Equity markets among the emerging markets.1 A lot of 
opportunities are available as investors enter the market and show that 
they have resources, excluding financial resources, to provide to the 
company.

Invest in Hedge Funds in India

Because of the high average returns in Indian Hedge Funds, it would be 
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1Taken from the KPMG Private Equity: Investing in India report

Because of the high average returns in Indian Hedge Funds, it would be 
very prudent to invest in them.
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China

By: Chris Williams
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PIPE’s

RMB
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� $47.6 billion invested since 2006¹

� Top PE investment destination in world, $14 billion in 2010²

� 143,000 SOE’s are “ripe for private equity privatization” says David 

Rubenstein 

� $30 billion influx from insurance companies3
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Overview of PE Market

1. WSJ 8/3/10 ; 2. Asian Venture Capital Journal ; 3. WSJ 9/3/10
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PE Fundraising Q1’09-Q1’10
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Risks

� Low standards of corporate governance

� Lack of exit prospects

� Inexperience and poor quality of fund managers

� Weak legal environment
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PE Firm Highlight

� Blackstone Group, Carlyle Group, TPG Capital RMB funds all in 

the RMB 5 billion ($700 million) range1
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1. Asian Venture Capital Journal45

Transaction Highlight

� TPG earned a return of 16x in Shenzhen Development Bank Co.
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PIPE’s

� Private Investment in Public Equity

� Funds looking for alternative investments
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RMB Funds

� Tap wealth in Chinese economy

� Government encourages RMB funds to strengthen capital markets

� Avoid complex offshore structures

� Government incentives

R
M
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9 1. Asian Venture Capital Journal47



Investment Recommendation

� Top Destination for PE investment

� RMB funds

� PIPE’s
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Private Equity in the Middle East

By: Steve Marcum
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Hedge Funds
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Demographics and Economic Condition of the Middle East

� Population: ~350 million (as of 2008) 1

� GDP: $4.052 trillion (as of 2008) 2

� Improving economic condition across the region3

� Oil price recovery, strong regional demographics, rebounds in consumption, and 
increasingly progressive regulation3

� Family-owned companies represent around 40% of the region’s non-oil GDP and 
around 50% of private sector employment3
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Oil Prices from 1990 to 2010 and GDP Growth from 1950 to 2008

1World Bank, 2008
2International Monetary Fund, 2008
3INSEAD-Booz & Company analysis, 2010
4 EIA, (2010).  WTI prices in constant 2000 dollars

4
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Fund Status and Committed Capital

� Amount of money raised jumped from $1bn in 2004 to $10 bn in 2008
� 18 active funds in 2006
� Resurgence of fund raising and announcements of funds in 2010

Graph: Zawya Private Equity Monitor52
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Top PE Funds in the Middle East, by Assets

� Historically, PE in the Middle East has been dominated by a very small 
number of firms  

� Abraaj, for example, managed around 20% of the Middle East market’s 
fund values through just three funds  between 2005 and 2008

� Each of the major players are well connected and have the ability to 
leverage trusted networks, relationships, and connections

� Highly concentrated market: Three fund managers control 79% (4.77bn) of 
the total value of closed funds (EFG-Hermes, Abu Dhabi, and EVI Capital 
Partners)

Graph: Zawya Private Equity Monitor53
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Major Recent Transactions (LTM) - VolumeP
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Why PE in the Middle EastIn
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� Two announcements in 2010 
of $1bn+ funds

� General sense of optimism

� GDP is expected to grow 3.5% 
in 20101

� Oil prices are still high 
enough to bring liquidity and 
wealth to the region
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n � Middle Eastern PE firms are 
sitting on $11bn of capital 
raised before the economic 
downturn and are ready to 
invest1

� Growth and development of 
local stock exchanges 
increase opportunities for exit 
strategies via IPO

Graph 1: Zawya Private Equity Monitor

Graph 2: 2010 INSEAD and Booz & Company survey
1 INSEAD and Booz & Company survey
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Middle East Investors and Potential for Growth

� By end of 2013, Middle East investors will account for ~$194 billion in 
hedge fund assets (7.5 percent of total global hedge fund assets) 1

� The majority of inflows during from 2010-2013 will come from high-net-
worth investors, primarily family offices.1

� Oil prices are expected to increase to between the $85-$95 range in 2H 
20102

� Oil inventories are at an 18-month low as oil demands continue to exceed 
supply2

“The events of 2008 have changed the old dynamic. Investor and 

regulatory demands for new levels of transparency mean the legacy 
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1 The Bank of New York Mellon and Casey, Quirk & Associates
2 Goldman Sachs analyst report, August 2010

“The events of 2008 have changed the old dynamic. Investor and 

regulatory demands for new levels of transparency mean the legacy 

operating model no longer works. Hedge funds increasingly will turn to 

independent third parties for middle- and back-office functions such as 

portfolio accounting and reconciliation, custody of non-collateral assets, 

pricing and valuation, cash management, and counter-party risk-

mitigation. Allowing third parties to play a bigger role in their business 

will be a sign the hedge fund industry is maturing.”

David Aldrich, Managing Director

Alternative Investment Services at The Bank of New York Mellon
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Hedge Fund Performance

Graph: Zawya Private Equity Monitor58
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Hedge Fund Performance

Graph: Zawya Private Equity Monitor59



Hedge Fund RecommendationIn
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� Wait for economy to mature before investing

� Wealth in the region will bring top fund managers

� GDP is expected to grow 3.5% in 20101

� Oil prices are still high enough to wealth and liquidity to 
the region
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� Fundamental regulatory changes that favor transparency

� Worldwide macroeconomic conditions during past two 
years have created a volatile market with an uncertain 
future; hedge funds create value under any market 
conditions

1: 2010 INSEAD and Booz & Company survey60



PRIVATE EQUITY AND HEDGE FUNDS

Questions and Answers
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