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The Crisis Has Only Begun...
...But Growth Will Return In The Medium Term

On November 18th – 19th Preqin had the privilege of
taking part in the 2008 Private Equity World MENA
conference in Dubai, run by Terrapinn. Coming so soon
after the market dislocations of October, and in the midst
of the renewed turbulence in November, this was a
great opportunity to gauge the sentiment of 281 leading
institutional investors, private equity firms and advisors
active in the MENA region.

We asked participants where they thought we were in the
crisis, and there are now no illusions as to the severity
of the downturn or its likely duration (Fig. 1.) 44% of
respondents felt that we are past the worst, but that
recovery will be a long and slow process. Worryingly,
42% of respondents felt that worse is yet to come.

Together with Terrapinn we used the opportunity to
conduct a series of participant polls to assess how these
key players see the current situation and prospects for
private equity over the short and medium term.

We asked participants to select the most likely scenario
for how the MENA private equity market will develop over
the next five years. Bearing in mind the widespread view
that we are still in the early stages of the current crisis, it
is unsurprising that most participants felt that at least two
years of stagnation or decline are likely, but the slightly
more encouraging finding is that most respondents are
expecting the market to have recovered and grown over
the next five years (Fig. 2.) 45% expect growth to resume
after two years, and for the market in 2013 to have grown
by plus 50%, while 38% expect recovery and growth over
this period, but only back to the current market size.

...But Growth Will Return In The Medium Term

The Crisis Has Only Begun...
On Preqin’s previous visit to Dubai (as recently as
mid-October), there was some optimism that the MENA
region could escape the worst of the global crisis. No
longer. The first week of November had seen a 37%
decline in the Dubai Stock Exchange index, so there is
now widespread recognition that MENA will suffer.

Fig. 2: How do you see the MENA private equity market developing
over the next five years?

Fig. 1: Where are we currently in the global financial crisis?
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The same guarded optimism over private equity’s
medium term prospects comes through in return
expectations over the next five years. We asked the
participants to select what they felt was the most likely
scenario for returns for limited partners over the next
five years, choosing from a range that covered a wide
variation in outcomes (Fig. 3.)

The highest proportion (39%) feel that prospects are
reasonably good, and will exceed public markets, but
that the returns of the recent past are unlikely to be
matched; and

•

A small minority of respondents (7%) feel that returns
prospects are poor, as the absence of leverage
compromises the basic private equity model.

•

25% of respondents were unreservedly optimistic,
feeling that vintages investing in difficult market
environments usually have good returns, and that we
are currently in precisely that situation;

•

28% of respondents feel that prospects will be good,
but that (in line with their views that we are still at an
early stage of the current recession) it is still too early
for LPs to commit to new funds;

Asking the participants to give a more precise forecast of
LPs’ returns from their total private equity exposure over
the next five years shows that the vast majority (74%)
believe that returns will be in the range of between 10%
and 20%, with smaller proportions believing that returns
will be either above or below this band (Fig. 4.) The mean
expected return is 15.3%.

Fig. 3: What is the outlook for PE returns for LPs over the next five
years?
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LPs’Allocations Continue to Increase, SWFs Growing
in Importance

MENA LPs Focusing on Local and Emerging
Markets

Perhaps unsurprisingly given the benign expectations
for LP returns, most participants (54%) believe that the
trend for LPs to allocate progressively higher proportions
of their total investment portfolios to private equity will
continue. However, a significant minority (29%) believe
that allocations may be nearing their peak, while 17%
believe that allocations have peaked and may now start
to decline (Fig. 5.)

MENA-based LPs have been important investors in
private equity funds for many years, and as stated
above, this trend looks likely to continue with the
growing importance of SWF funds. Historically, these
MENA-based LPs have invested most heavily in North
American and European-focused funds, so we were
keen to understand whether this geographic focus would

Sovereign Wealth Funds (SWFs) are obviously an
important feature in the MENA region, and are expected
to account for around half of all PE funding originating in
the MENA region over the next five years (Fig. 6.)

Fig. 6: How significant will SWFs be over next 5 years in terms
of all PE funding originating in the MENA region?

Fig. 5: Over recent years institutions have consistently increased their
allocations to PE - will this trend continue?

Fig. 7: What will the geographic investment focus of
MENA-based LPs be over the next five years?
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continue, or whether funds would be directed elsewhere
in future.

the recent past, and if true would signal a major shift in
investment flows towards emerging markets.

Interestingly, respondents felt that approximately half
of funding from MENA LPs would be directed into the
MENA region itself, and that a high proportion of the
funding going outside MENA would be focused on other
emerging markets (44%) or the BRIC economies (34%),
with only 9% directed at Europe and 13% at North
America (Fig. 7 and 8.) This represents a major shift from

Growth Capital, Distressed, and Infrastructure
Growing
We asked participants what fund types they felt offered
the best investment opportunities in the MENA region
over the next five years. Infrastructure was the clear
leader, with 35% of respondents, followed by expansion
funding and distressed opportunities, each with 23%.
Buyouts were selected by only 14% of respondents, and
real estate by only 5% (Fig. 9.)

Fig. 8: And for the proportion that MENA LPs are investing outside
MENA, what will be the most important areas?

Delving further into the respondents’ positive views on
infrastructure, we asked them whether they saw this as a
niche opportunity, or as a mainstream investment area for
the future. It clearly appears to be the latter, with 71% of
respondents selecting this option (Fig. 10.) Furthermore,
most respondents feel that infrastructure investment
opportunities will be greatest in the MENA region, other
developing markets, and the BRIC economies, with
Fig. 10: What role do infrastructure funds have in
institutions’ portfolios?

Fig. 9: Which market segments do you believe offer the
best opportunities in MENA for next 5 years?
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much smaller interest in Europe and North America for
infrastructure (Fig. 11.)
Changing Patterns of Competition
Finally, we asked participants about the sorts of firms that
they felt would be the market leaders in the MENA region
over the next five years. A high proportion (44%) felt that
the pattern of competition would evolve, with local firms
leading the market, but generally in partnership with
global firms (Fig. 12.)
In summary, we found a mood of sombre reality from our
MENA survey, but combined with a firm base of optimism
for the medium-term future, and growing interest in
new fund strategies like infrastructure, and away from
the traditional private equity hubs of Europe and North
America.
We hope that you have found this Preqin Research
Paper of interest, we welcome your feedback and
suggestions for future research.

Fig. 12: Which firms do you see leading the MENA private equity
market in five years’ time?

Fig. 11: Where will the biggest infrastructure investment opportunities
be over the next five years?
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About Preqin:

Contact:

Preqin provides information products and services
to alternative assets firms, fund of funds, investors,
placement agents and fund marketers, law firms,
investment banks, advisors and consultants across five
main areas:

London:

•
•
•
•
•

Tel:
Fax

Scotia House
33 Finsbury Square
London EC2A 1BB

Fund performance
Fundraising
Investor profiles
Fund terms
Fund manager profiles

+44 (0)20 7065 5100
+44 (0)87 0330 5892

New York:

Our customers can access this market intelligence in four
different ways:

230 Park Avenue
10th Floor
New York
NY 10169

•
•
•
•

Tel:
Fax:

Hard copy publications
Online database services
Consulting and research support
Tailored data downloads

+1 212 808 3008
+1 440 445 9595

Email: info@preqin.com
Web: www.preqin.com
Approach:
Our services and products are used daily by thousands
of professionals from around the world. If you are in need
of information on the alternative assets industry then we
can help.
Our information is drawn from as many sources as
possible, with our large teams of dedicated analysts
working to ensure that our research is far reaching,
detailed and up to date.
A large proportion of our research and data is exclusive
to Preqin, and is not available anywhere else.
If you want any further information, or would like to apply
for a no-obligation free trial to any of our products please
contact us.
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Private Equity Spotlight
Real Estate Spotlight
Infrastructure Spotlight
Hedge Fund Research

Infrastructure
Spotlight

www.preqin.com

September 2008 / Volume 1 - Issue 1
Welcome to the first edition of Infrastructure Spotlight, the monthly newsletter from Preqin, providing insights into
performance, investors and fundraising. Infrastructure Spotlight combines information from our online product,
Infrastructure Online.

Feature Article

page 4

Investor News

page 9

All the latest news on investors in infrastructure:

Pension Funds turning to Infrastructure
Features exclusive analysis from the 2008 Preqin
Infrastructure Review. In this month’s investor
spotlight we identify who are the prominent investors
in infrastructure and examine why they are looking to
invest in the sector.

• Capital Innovations creating a new infrastructure

fund of funds.
• Wyoming Retirement System making its first foray

into the infrastructure market.
• State Universities Retirement System of Illinois

issues RFP for infrastructure managers.

Fundraising Article

page 7

This month’s Fundraising Spotlight takes an in-depth
look at the booming market for infrastructure funds
including details on recently closed funds and funds
currently on the road.

Preqin Infrastructure

page 3

Preqin Infrastructure Online is the industry’s leading
online source of information on private equity real
estate, with data for:
• Fundraising
• Fund Performance
• Investor Profiles
• Plus more...
We take an in-depth look at the product, and how it
can help you. Includes information on ordering and
registering for your free trial.

If you would like to receive Infrastructure Spotlight
each month please email spotlight@preqin.com.
OUT NOW

Publisher:
Preqin Ltd, Scotia House, 33 Finsbury Square,
London. EC2A 1BB
Tel: +44 (0)207 065 5100
w: www.preqin.com

The 2008 Preqin
Infrastructure Review
More information available at:
www.preqin.com/infrastructure

PERFORMANCE

•

INVESTORS

•

FUNDRAISING
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Private Equity Spotlight:
Private Equity Spotlight is Preqin’s free monthly newsletter, keeping you updated with vital information on private
equity Fund Performance, Fund Raising and LPs. Each month’s issue contains a special feature article on topics of
interest.
Real Estate Spotlight:
Real Estate Spotlight is Preqin’s free monthly newsletter, containing exclusive research and analysis from our industryleading publications and online databases.
Infrastructure Spotlight:
Infrastructure Spotlight is Preqin’s free monthly newsletter, containing exclusive research and analysis from our
industry-leading publications and online databases.
Hedge Fund Research:
Hedge Fund Research is Preqin Hedge’s free quarterly report into the institutional investor community. Institutional
investors are a growing force in the hedge fund world, and are accounting for a rapidly-increasing share of new capital
flowing into the asset class. At Preqin Hedge we undertake vital research, and carry out regular surveys and polls
of investors and other hedge fund professionals to ascertain what the latest trends and appetites of the institutional
investor are.
To download past reports and to register to receive new research when it is released, please visit:
www.preqin.com/spotlight
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