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Wilh dry powder at an all-lime high, we expect to continue to see an 
extremely competitive deal next year. GPs that didn't manage to put 
their money to work in 2020 are still making up for lost time. There is 
also heightened competition as large GPs increasingly launch adjacent 
strategics, adding further competition across the deal size spectrum. 

In this environment, it will be more important than ever for 
managers to unearth hidden gems at altractive valuations, so that 
they can create value for founders and investors alike. 

In 2022, we expect to see more managers trying to source deals 
on a proprietary basis, to oHset some of the challenges in the market 
and avoid congested and expensive auction processes. However, 
for many this will be easier said than done. Firms without the right 
sourcing strategy and origination network will struggle in the current 
environment to gain privileged access to attractive investment 
opportunities. 

At the same time, with so much capital available companies can 
afford to be pickier than ever when choosing a partner. Additionally, 
after the pandemic, we expect they will want capital, yes, but they're 
also looking for proven expertise in internationalisation, M&A, 
digitisation, and increasingly ESG. In 2022, GPs who can demonstrate 
a strong track record in these key areas will have a competitive edge 
over their peers when convincing founder-managers to partner with 
them. Those that cannot will inevitably struggle. 

Tom Whelan 
Partner in London office of McDermott Will & Emery

We predict 2022 will be another strong deal year 
for sponsors with similar levels of volume and 
value to 2021. Pre-emptive bids, aggressive deal 
timetables, terms and pricing multiples will continue 
for prized assets, supported by plentiful dry powder 
and cheap debt with competitive debt terms. Strong 
deal activity in the healthcare, technology, consumer. 
education, infrastructure and energy sectors and in 
ESG investing, will also feature this year. 

Take private transactions will continue in vogue, 
given rarity of competing bidders for listed companies 
and belief that UK markets arc 
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The IS-year life span that is becoming the norm for private equity 
funds means the existing range of finmicial management tools is 
unlikely to be sufficient in the short- to medium-term to meet the 
capital and liquidity needs of the industry. 

This helps explain the rise in awareness and adoption among 
top-tier private equity managers of NAY lending, 
a nexible and non-dilutive form of financing. 
We expect that, going into 2022, evidence 
of the increasing use of NAY finance by 
some of the largest GPs, sometimes on 
multiple occasions, will act as a further 
catalyst for increased take-up and lead to 
the tool becoming firmly established in the 
mainstream. This direction of travel 
is consistent with widespread 
adoption of other financial 
strategics such as subscription 
finance, GP-led secondaries, and 
direcl lending. 

undervalued. While the dual track exit route, including Spac exits, 
will underpin exit returns. US Spacs will continue to dominate the 

Spac arena. 
In addition. public and large private comp.1nics will continue 

to spin out non-core assets, driven by activist investors. It 
is unclear how The National Security and Investment Act 
will affccl deal making and pricing, but it will impact deals 
particularly in the technology, computing, communications, 
data, critical infrastructure, energy, defence and biotcch 

sectors. Possible headwinds for the private equity industry 
include further pandemic disruptions, UK border regul:itions 

applied on goods from the EU causing possible further 
supply chain issues, increasing innation. interest 

rates, taxation, climate change effects, and energy 
pricing. 
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Fears of inflation and overheating labour markets have increased 
the likelihood of interest rate rises in the near to medium term, 
in what would be the reversal of a more than decade-long policy 
that has blighted the financial ecosystem. Since 2008, the secular 
decline in rates has exposed complacent shareholders and 
management teams; creating an undervalued financial services 
sector ripe for transformation. While a rising rate environment 
may provide a tailwind, business model changes to adopt to 
this new competitive environment are needed. A laser-focused 
opcration:il approach will remain cruci:il to take :idvantage of this 
once-in-a-generation opportunity and remain resilient through 
the economic cycle. 

The winners in the financial ecosystem will be those 
who remain prepared for "lower for longer" interest rate 
environments: a focus on fee income versus margins or yields, 
controlling the numerator of cost-income ratios and not just 
the denominator, and maintaining underwriting discipline. 
Transformational private equity investment will therefore be key 
lo driving change and creating value in this sector. 
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The volatile, uncertain, complex and ambiguous world around us is getting harder to 
navigate and requires an ever more agile approach to problem solving. The industry 
will need further focus on diversity, equity and inclusion, prioritising achieving a 
genuine diversity of talent employed. As well as being the right thing to do, it is 
well understood that diverse teams perform bettei; as they broaden access to talent, 
create a more cohesive and productive culture and help decision-makers avoid issues 
such as cognitive bias. 

Another key area - and one in which we as the private equity industry need to 
make big improvements - is climate change. In order to mitigate the worst effects of 
climate change, all companies will need to plan for carbon neutrality, sooner rather 
than later. Companies that have a clear climate change strategy and can help lead 
the transition to net zero will deliver stronger long-term returns for investors. They 
will be fit for the future and favoured by increasingly climate-aware consumers, 
employees and other stakeholders. And they will easily comply with changing 
regulatory and societal demands. They will be the winners and game-changers. 
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Manfred Krikke players from Asia, US and Eastern 
Europe and give a welcome boost to 
talent European tech cities. 

Christopher Field 
Managing partner at Amsterdam-based 
investmentfrmHPEGrowlh 

2022 looks set to see more of 
the heightened activity we have 
been witnessing in the European 
technology market as it continues to 
attract investment from both LP and 
GP investors globally. 

A combination of high valuation 
multiples and rapidly rising inflation 
will create volatility in public 
technology valuations and we 
expect European private 
technology valuations to 
level off at roughly current 
levels for the year; 

While capital available 
for European technology 
companies is on the rise, 
the bottleneck for growth 
lies in talent. Western 
Europe's relatively positive 
immigration climate 
present will attract 
gifted technology 

European capital markets will 
gradually learn to handle the larger 
volume of tech IPOs, as investment 
capital flows to that category 
increasing distributions back to LPs 
for capital to be re-invested into 
newer businesses, thus fuelling 
the positive cycle of innovation in 
Em-ope. 

A hybrid of digital life and real 
life will continue to disrupt 

many industries and create 
new emerging category 
leaders for years. 
2022 will see companies, 
investment talent 
and LP investors 
increasingly choosing 

focused, value-added GP 
platforms, over generalist 

global firms to access 
opportunities in 

the European 
market. 
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The global private equity community generated $1.2tn of transactions in 2021 (Ql 
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With deals being cut at an almost unparalleled rate 
and capital raising forecasted to hit all-time highs, 
there is huge optimism for the private equity industry 
going into 2022, Nonetheless, this does not mean the 
industry won't face several headwinds, including the 
on-going disruption of supply chains from the Covid-19 
pandemic and questions around the permanence of 
emergent inflationary trends. Combine these issues with 
the increasing concentration of capital in large, well
established funds and new managers will have to work 
harder than ever to develq> and articulate defined and 
competitive investment strategies to secure capital. 

Even those managers with access to large volumes of 
dry powder will need to deploy it very carefully, given the 
ultra-competitive market conditions. 

Private equity firms should also act on ESG, whether 
actively marketing ESG funds across the EU or not, in 
order to capitalise on the growing emphasis by investors 
on the environment, sustainability and diversity. 
Intimately, all things being equal, an ESG-orient.ated 
business will look more attractive to consumers and to 
investors, making it more saleable when it comes time to 
eriL 

to Q3). We continue to see an attractive outlook for 2022. Private equity fundraising 
remains vibrant but is crowded, with the top 12 private equity funds having raised (or 
are raising) a total of alxiut $250bn. 

ESG focus, which is already high in Europe, is increasing in the US. This focus on 
ESG is considered by private equity to facilitate sound, long term investment decisions. 

The consensus expects the Stoxx 600 Europe to deliver a Covid-fueled recovery of 
25% earnings growth in 2021 and 30% in 2022 with a more normal 8% for 2023.Jefferies 
European Research remains constructive on the market, watching for the near term 
risks around Covid variants and cost pressures on P&Ls. 

The IPO market has been exceptional during 2021; globally, it almost doubled 
compared to last year; However, more recently the volume of deals has made investors 
more selective. We believe that the pipeline for 2022, although significant, is more 
balanced. The M&A market is conducive to exits, through increased private equity dry 
powder combined with strategic CEO confidence optimistic for 2022, notwithstanding 

the current pandemic environment 




