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Editors Note:

Welcome to the latest issue of Private Equity Strategies, following a brief hiatus, we 
have returned on a quarterly basis thanks to the generous support of Arthur Bell 
CPAs.  In this issue we will discuss a new and significant fundraising initiative under-
way at Edmond de Rothschild Group, which will involve bringing a handful of new 
vintages to market over the coming year. After that we turn to succession planning 
- a hot issue for GPs and LPs alike.

Our Regs Watch section will highlight recent SEC action on fees among other regula-
tory updates.  In our data snapshot, we will look at a recent report LatAm from the 
Latin America Venture Capital Association (LAVCA).

We close out the issue with interviews from Canadian VC Wellington Capital, new en-
ergy firm Pearl Energy, F-Prime Capital, and some new research on fund performance 
in private equity.  Finally, our Quick Hits section will provide a brief update on recent 
people moves, deal closes, and events.

Here’s a question we would like you to think about and report back on - regulation is 
changing private equity, but views are mixed as to whether investors ultimately end 
up with better funds. So, in an ideal world, what does the perfectly managed and 
regulated private equity firm look like? Tell us if you’re a GP, LP or something else and 
what you want to see. Also specify your origin country. 

Send your replies to mccann {at} opalesque.com 

Be as brief or as detailed as you like. All replies will be kept anonymous, and we will 
be asking the regulators as well.  The results will be in the next issue. 
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Bailey McCann
Private Equity Strategies 

Edmond de Rothschild Private Equity 
has announced a set of new and 
significant offers that will the see the 

firm put several new vintages in market over 
the next year. The goal of this program is 
to increase the firm’s assets under manage-
ment by more than 50 percent over the next 
two years.

“With such a low yield environment right 
now, investors are looking to private equity 
and real assets to add value to their portfo-
lios,” Johnny El Hachem, CEO of Edmond de 
Rothschild Private Equity, says in an inter-
view with Private Equity Strategies. “We feel 
confident about the environment right now 
and think our offerings will be competitive.”

A global thesis

The firm has launched its third vintage of 
the ERES funds. ERES III will focus on global 
growth investments and is targeting €250-
300 million.  The target represents a signifi-
cant increase over its previous ERES I and 
ERES II vehicles which raised a total of €320 
million.  ERES was originally designed for the 
Rothschild Group family but was opened 
to other investors in 2006. El Hachem says 
that investments from the fund will be op-
portunistic, with a bent toward European 
companies.

ERES II is now fully invested, and El Hachem 
says that the performance of both vehicles 
has been solid enough that there is demand 
for a third. 

“On a sector level we are looking at consum-
er and financials as two examples,” he says. 
“We see opportunity in the US, Africa, even 
the MENA region given its growing middle 
class.”

Three other vehicles are also in market - 
Rothschild Private Equity is raising a China 
fund investing in high-growth SMEs in niche 
sectors. With this fund the firm hopes to 

Edmond de Rothschild Private Equity Launches 
Ambitious Investment Initiative 

act as a bridge between Chinese 
entrepreneurs and French and 
European companies.   The second 
fund - Ginkgo II focuses on sustain-
able upgrading of heavily polluted 
European sites primarily in France 
and nearby countries. Finally, the 
third vehicle - TIIC II invests in infra-
structure through a pan-European 
company that invests in social and 
transport infrastructure sub-sec-
tors including airports, ports, and 
railways. 

Throughout 2016, a rather large 
and diverse group of other funds 
will also be brought to market by El 
Hachem and his team.

A new vintage from the BioDi-
versity fund group will launch in 
2016 targeting investments in 
European Life Sciences companies 
at all stages of development. More 
specifically, the firm will be look-
ing for companies that are active 
in therapeutic products, medical 
devices and molecular diagnostics. 
The first BioDiscovery fund was 
launched in 2000 in partnership 
with the Institut Pasteur and three 
other funds have since followed. 
The most recent vehicle - Fund IV 

closed in 2013. three years.

A new Cabestan fund will also 
come to market providing de-
velopment capital to small-cap 
companies in France. As with ERES, 
Cabestan takes an opportunistic 
approach - investing in all sectors 
of the economy. 

Emerging Markets

The next vintage of Amethis will 
follow Cabestan and BioDiversity. 
Amethis is a responsible invest-
ment fund co-founded by Edmond 
de Rothschild in partnership with 
Luc Rigouzzo and Laurent Demey, 
which is exclusively dedicated to 
Africa. The fund invests in high-
growth African companies in 
sectors determined to have the 
most demand in local economies. 
The fund also has strong social 
and environmental criteria for its 
investments.  

Another Africa fund - Moringa - is 
dedicated to sustainable agrofor-
estry projects in Africa and also 
Latin America.  
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Given the diverse array of programs targeting emerging markets, we asked El Hachem if he sees strength on the ground that the economic 
forecasts are missing. “The currency aspect of emerging markets cannot be ignored, but it depends on how you position yourself within these 
markets. We think there is a strong opportunity set here.”

In addition to positioning itself well, the firm also hired David Chamberlin to lead investor relations for private equity, and Jean-François Félix as 
Associate Director and Head of the ERES franchise. 
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A will for your business. A plan for the future.

The demand for a succession plan is prevalent today as firms compete for investors and top talent who want to know there is a plan for business 
continuity should something happen to the principals. Common questions are who will take care of the business or what is the exit strategy? 
Firms that know the answers to these questions are proactive and have a competitive advantage. 

Essentially, a succession plan is a will for your business. It dictates who will take care of the firm after you leave. Without it, the future of your busi-
ness could be viewed as uncertain, and uncertainty is frowned upon, especially when it can be avoided.

A life changing or business event is often the catalyst to trigger succession planning. Yet when principals start their business, they should think 
about how the firm and investor assets will be managed if there is a change in status for a founding principal. 

By creating a succession plan, you benefit from a level of institutionalization for certain aspects of the business so it can carry on without you 
being there. However, the planning process takes time. If you wait until an investor asks about your succession strategy, you might miss out on 
an opportunity.

Six steps to succession planning:

Since each firm is unique, each plan should be specifically designed to meet the needs of the principals, investors, employees, and business. To 
keep it simple, we discuss succession planning as a six-step process:

1. Awareness of the need: 

It’s easy to ignore what we don’t want to confront today. By acknowledging the need for a plan to continue the business beyond your own in-
volvement, you are taking an important psychological first step. Remember, just because this is a plan for the future doesn’t mean your business 
has to change tomorrow.

2. Education of options: In the most basic terms, you have three main options to consider:  

i. Identify and mentor the next layer of deal makers who will take over the business; 

ii. Sell to another firm with a similar philosophy and strategy that will consolidate the business; or
 
iii. Find a liquidator to distribute the stock to investors. Then the investors can choose the timing of when to trigger the gain.

Although these options may seem simple, there are nuances that require the attention of your advisors (attorneys, accountants, and business 
consultants) to understand the ramifications to your estate, tax, and business plans.

3. Decision making: 

In this phase, we recommend that you thoroughly discuss the options with your trusted advisors, including colleagues, family, and peers, to 
determine the best scenarios for all parties involved. Some questions to ask yourself are:

• Do you want your successors to buy into the business so they have skin in the game?
• How much is the next generation of owners’ sweat equity worth?

Your business advisors can help you run financial models for each option that you’re considering. The models could determine which option 
achieves your personal and business objectives in the most tax efficient way, and they could help you understand what your business is actually 
worth. 

By Dianne Killian
CPA, Tax Director for Arthur Bell
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4. Negotiation:

After reviewing the models, you are ready to discuss and negotiate terms. If transitioning the business to the next generation of principals, the 
terms should incentivize and retain those principals.

5. Drafting of Documents:

Once you agree to the terms, ask your attorney to draft the documents for your plan. Your major investors, accountants, and other business advi-
sors should also be comfortable with the plan before moving forward. Sometimes there is a discrepancy between what the manager communi-
cates and what the documents state in writing, so all parties should read the documents in detail to confirm the language represents the plan 
accurately.

6. Implementation:

It’s time to sign the documents and execute the plan. We sometimes see people who develop a plan but then stall at the implementation phase. 
Managers should know they can implement parts of the plan in phases to make it easier over time.

Just like any business strategy, succession planning is an ongoing and evolving process. The plan should be reviewed on a regular basis and 
modified in conjunction with the business’ life cycle changes. Each year managers should think about their plan and question if any of the cir-
cumstances have changed. Every three to five years we suggest a complete review with your advisors. Of course, if you are experiencing a major 
life or business event, that may be an immediate reason to revisit the plan. Also, a change in principals—one leaves or you add one—is another 
motivation to review the plan.

There are many benefits to succession planning: investor confidence, recruiting and retaining key employees, protecting the business, and peace 
of mind are just a few. At the same time, there are a few challenges that can prevent a succession plan from moving forward. Costs, time, and re-
sources are some of those challenges, but usually the major hindrance to moving forward with a plan is psychological acceptance. The business 
is part of a legacy, and it can be difficult to come to terms with eventually letting go. 

At the same time, you want to ensure continuity of your business. A succession plan ensures that you’ve taken care of your investors, your busi-
ness, your employees, and yourself for the future. 
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Aa journalists like me and lawyers
have written ad nauseum, new
and ever more regulations are in

the pipeline for private equity and
alternatives as a whole. Here we will
hit on some of the cases of note and
provide links to new guidance over the
past month.

SEC Finds That Blackstone Charged 
Too Many Fees

Blackstone Group has agreed to pay $39 
million to settle a Securities and Exchange 
Commission case charging that it ripped off 
investors over “monitoring fees”; $29 million 
of the settlement will go to the investors. 

Read the full Bloomberg story here.

Here’s Hillary Clinton’s plan to take 
on Wall Street

Democratic presidential front-runner Hillary 
Clinton on Thursday unveiled a detailed 
plan to more heavily regulate the financial 
industry.

Read the full Business Insider story here.

Do Regulatory Actions Improve Bank 
Behavior?

It is no secret that banks have been fork-
ing over penalties to settle allegations of 
misconduct over recent years. But a new 
inquiry aims to determine whether banks are 
actually improving their behavior as a result, 
the WSJ reports.

Full story here.

SEC Approves Rule to Regulate Debt 
Research Reports and Debt Research 
Analysts 

Eight years in the making, the US Securities 
and Exchange Commission (SEC) has finally 
approved the Financial Industry Regulatory 
Authority’s (FINRA’s) proposed Rule 2242 

Full story here.

AIFMD fails to provide positive 
impact on EU investors accessing 
private equity

In a discussion focused on the real impact of 
the AIFMD on LPs (limited partners) in the 
private equity industry, the panelists were 
not enthusiastic about the market changes 
that had resulted from the implementation 

of the AIFMD, Laven Partners reported.

Full Story here. 

Private equity industry sees more 
federal regulation

Although critics say the reforms haven’t 
gone far enough, evidence of the changing 
regulatory climate are trickling into public 
view.

Full story here. 

The impact of regulatory changes 
on private equity firms (UK)

Private equity firms globally have faced a 
clampdown from governments and regula-
tors worldwide over what many see as overly 
favourable tax treatment. The industry has 
also come under increased commercial 
pressure from investors, who are keen for 
firms to spend some of the estimated US$1.1 
trillion (and rising) they have accumulated, 
and to provide more transparency on fees 
and expenses.

Full story here. 

Regs Watch: Brief Updates on Changes in
Regulation for Private Equity

Harvard, Goldman Sachs, Venture Capital…Fugitive

A boyish 43 years old, Iftikar Ahmed ticked every box of the immigrant success story, going from Harvard Business School to Goldman 
Sachs Group Inc. and then landing as a partner at one of the oldest venture-capital firms in the country. He and his wife owned a mansion in 
Greenwich, Conn., and two apartments on Park Avenue in Manhattan, and gave large sums to local and Indian charities.

Before Mr. Ahmed fled the U.S. in May, he allegedly stole $65 million through a series of frauds that prosecutors and regulators said 
became increasingly brazen over the years and that exploited the trust-based culture of the venture-capital firm, Oak Investment Partners. 
Regulators said Mr. Ahmed began to commit fraud within months of joining Oak in 2004.

Read the rest of this story on WSJ.

http://www.bloombergview.com/articles/2015-10-07/sec-finds-that-blackstone-charged-too-many-fees
http://www.businessinsider.com/hillary-clinton-wall-street-plan-2015-10
http://blogs.wsj.com/cfo/2015/10/08/the-morning-ledger-do-regulatory-actions-improve-bank-behavior/
http://www.natlawreview.com/article/sec-approves-rule-to-regulate-debt-research-reports-and-debt-research-analysts
http://www.opalesque.com/657299/AIFMD_fails_to_provide_positive_impact_on_EU729.html
http://www.latimes.com/business/la-fi-sec-private-equity-20150803-story.html
http://www.lexology.com/library/detail.aspx?g=d661821d-c89e-4fc1-a242-11b278ebb3d7
http://www.wsj.com/articles/harvard-goldman-sachs-venture-capitalfugitive-1444261176
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Movers and Shakers: Canadian Venture Debt Firm Wel-
lington Capital Closes Fund V on $900 million
 
Bailey McCann
Private Equity Strategies 

Canadian venture debt firm Wellington Financial has closed its fifth fund on $900 million, and is on track to reach its hard cap of an additional 
$300 million in re-circulating equity commitments. 

Based in Toronto, Wellington Financial provides bridge financing and venture debt to small and medium sized businesses in Canada and the 
US. Typical investments range from $2 - 10 million. Notably, Wellington will advance funds for periods as short as three months or for as long as 
three years, according to the firm’s website. 

“Fund five positions our firm to provide entrepreneurs with anywhere from $2 million to $40 million of growth capital per company,” said Mark 
McQueen, Wellington Financial’s President and Chief Executive Officer in an interview with Private Equity Strategies. He adds that they will be 
targeting 10-12 investments initially, in companies with a minimum of $5 million in trailing revenue.

The larger funding size will also allow Wellington to continue on with companies as they pass key growth milestones and evolve into $50 - 100 
million businesses where capital needs become much more significant. The firm may also pursue opportunistic private equity style investments 
through Fund V.

Wellington’s investor base is largely from Canadian institutions interested in venture exposure.  “The nature of venture debt allows us to provide 
financing that is largely uncorrelated to the bubblier part of venture. We have been able to show consistent performance in this area,” McQueen 
adds.

The previous fund - Wellington Financial Fund IV - has committed more than $225 million through 28 investments since it closed in 2012.

Wellington has also brought on Ash Vaidya as a partner in its Silicon Valley office. He will join Paul McKinlay in Silicon Valley and Eric Speer in 
Santa Monica, California to focus on US investments.

On Wednesday, the firm announced it invested in a $10 million financing round with Studio City-based FilmTrack. It marks the first investment in 
a Studio City-based company for Wellington. FilmTrack provides content and rights management for the worldwide media and entertainment 
industry. FilmTrack is backed by venture capital investors Insight Venture Partners and the Sandberg-Goldberg Trust.
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Data Snapshot: LatAm Private Equity Heats Up in 1H 
2015

Bailey McCann
Private Equity Strategies

Latin American private equity and venture capital fundraising, 
investment, and exits increased year-on-year in 1H 2015, accord-
ing to new data from the Latin American Private Equity & Venture 
Capital Association (LAVCA). Fundraising increased 21 percent with 
firms raising an aggregate US$4.27 billion.  Investments were up 39 
percent with US$3.58 billion being deployed, and exits generated 
US$1.74 billion in proceeds, an 8 percent increase compared to 1H 
2014.

Fundraising also seems to be bouncing back even over historic 
peaks. The first half of 2015 was the strongest first semester for 
fundraising since 2011 when US$4.9 billion was raised.

Breaking with the all Brazil all the time narrative that comes out of 
the LatAm - pan-regional vehicles represented 35 percent of the 
funds raised in the first half of this year, amounting to some US$1.48 
billion. This was an increase of more than three times over the same 
capital raising period last year. Still, LAVCA projects that fundraising 
will slow and year-end totals will fall short of the record set in 2014 
as managers concentrate on deploying capital.

“Concerns over the slowdown in growth or the need for ongoing 
structural reforms appear to be outweighed by the opportunity to 
invest dollars in funds that will make investments in heavily depreci-
ated local currencies,” said Cate Ambrose, President & Executive 
Director, LAVCA.

The hotspots of Brazil, Mexico and the Andean region all saw 
increases in investment activity in 1H 2015. Brazil captured US$2.28 
billion through 69 transactions, - beating the first half of 2014 which 
saw 50 deals amounting to US$1.89 billion. Capital invested in 
Mexico surged to US$978 million, up from US$403 million last year. 
The number of deals also increased to 27 from 15.  In the first half 
of the year, the Andean region received US$304 million, compared 

to the US$265 million it 
captured in 2014.

GPs in the region are primar-
ily investing in logistics and 
energy-related infrastruc-
ture, as the local demand 
for those services is strong. 
Capital raised by private 

equity infrastructure funds targeting these sectors represented 
almost 50 percent of the fundraising totals for the region. Similarly, 
investments in energy, oil & gas, and logistics in Brazil and Mexico 
dominated among large-cap transactions (ticket sizes over US$100 
million). 

Venture capital and early stage activity continued to gain momen-
tum in the first half of 2015. The region overall deployed US$264 
million through 71 deals as compared to the US$173 million in-
vested in 47 transactions during the first semester of 2014. Brazil is 
the most mature venture market in the region and managers there 
deployed 81 percent (US$213 million) of the total investment dol-
lars. Mexico and Argentina saw increased early stage investments as 
compared to the same period in 2014.

During LAVCA Week held in New York at the end of September, 
venture investments in the region backed by brand names like 
Priceline.com and VistaPrint were key focal points for attendees. 
While investors agreed it’s a little too early yet to see realizations, 
they also said they are seeing robust opportunities for investment 
on the ground.

Traditional private equity exits in the first half of this year were 
the highest since the first half of 2011. Strategic sales were the 
most common exit route during the period, and secondary market 
offerings and sales to financial buyers were the second and third 
preferred exit methods.
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VC Spotlight: Fidelity Biosciences Merges with Devon-
shire Investors’ to form F-Prime Capital 

 
Bailey McCann
Private Equity Strategies

Fidelity Biosciences, the bioscience investing arm of Fidelity Investments has merged with technology venture capital fund Devonshire Inves-
tors’ to become F-Prime Capital. F-Prime Capital will serve as a unified venture investing unit for FMR, the parent company of Fidelity Invest-
ments and will focus on backing life sciences, healthcare and technology companies.

“The two entities were already working together pretty extensively, so we thought it made since to join them,” says Michael Aalto, a spokesman 
for F-Prime Capital in an interview. “Fidelity has a long history in venture and this will allow us to present a clearer market presence.” 

The name F-Prime Capital is designed to distinguish the firm from Fidelity’s considerable mutual fund business.

F-Prime will be stage agnostic in terms of its investment. Aalto adds that in addition to biotech, F-Prime will opportunistically consider invest-
ments in some FinTech companies. “There’s a lot of opportunity in that sector right now and we have some people on the team with unique 
expertise in that area,” he explains.

To date, the firms that make up F-Prime have invested in more than 89 companies across five funds.  Portfolio companies include patient-sched-
uling software company Kyruus and tuition payments company Flywire.
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Value Investing: Newly Launched Pearl Energy Closes 
First Fund on $500 Million
 A new entrant has emerged in midstream energy investing - Texas-based Pearl Energy, which is focusing on finding value investments in 
domestic oil and gas production. The firm’s debut fund closed on its $500 million hard cap, and will target investments requiring between $25 
- $75 million of equity capital.

Pearl is founded by Billy Quinn, a former Co-Managing Partner of Natural Gas Partners, and Chris Aulds, the former Co-CEO of TEAK Midstream.

“We believe in the long-term fundamentals of the energy business,” Quinn tells Private Equity Strategies. “In terms of the pricing right now in 
energy, we see it as a short to medium-term dislocation between supply and demand, but that will eventually normalize. There are great man-
agement teams in the industry that have both expertise and a technical advantage, and we will be there to back those companies.”

Quinn adds that the firm will be looking to build up platform companies through acquisition. “There is significant value in the market right 
now. With a $25 - 75 million investment of equity and one-to-one leverage companies will be able to get $150 million in buying power to build 
and expand.  That’s meaningful.”

Pearl will primarily target domestic oil and gas opportunities in the US and Canada. Quinn says they will be looking at around 12 investments 
for this fund. “I think we are at the front-end of a very acquisitive time in energy. A lot of companies are over leveraged and under hedged.”

Studies: How Well Do Private Equity Fund of Funds Stack Up?
A new working paper from Darden Business School looks at how well private equity fund of funds have done in recent years. The paper is 
authored by Robert Harris at the University of Virginia; Tim Jenkinson at Oxford University; Steven N. Kaplan at the University of Chicago, and 
Rüdiger Stucke from Oxford.

“While there is a large literature on direct fund investing in private equity, there is scant evidence on FOFs which themselves invest in these 
direct funds,” the authors say in the introduction to their paper. The paper benchmarks FOF performance net of fees against both public equity 
markets and strategies of direct fund investment. The performance is broken down between traditional buyout and VC investments. The co-
hort of funds included is through year-end 2012 and cover FOFs that started in years 1987 through 2007.

So how well do FOFs do? Data in the paper shows that both buyout and venture funds outperform public equities and direct investments net 
of fees even with the embedded limitations of the structure like manager access or a more generalist approach to investing.

The full paper is available here on SSRN.

http://poseidon01.ssrn.com/delivery.php?ID=397083094070024085087102083127025025033019063049002037010084020109110115064080003105123000022020108121118067087100099031004127098042069049011115026068089015101058089083021090127080104092113116027086031029116093111031024095066105064090007027068105&EXT=pdf
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Events
Quick Hits

Morgan Stanley Global Private 
Equity (MSPE) announced that it 
has completed a majority invest-
ment in CoAdvantage, Inc., one of 
North America’s largest profes-
sional employer organizations 
(PEOs). MSPE partnered with the 
current management team who 
will remain in place and continue 
to drive organic and acquisition 
growth.

Carlyle Group, which oversees about 
$193 billion, will use the almost $1 
billion in its third Japan buyout fund 
to acquire family-owned firms and 
other mid-cap companies, according 
to its local co-head.

Poltiico Reports that SKDKnicker-
bocker, the Washington PR firm 
with deep ties to Democrats, is 
being bought by Mark Penn’s 
investment firm.

SKDK, which also has offices in 
New York, Albany and Los Angeles, 
has worked on political and corpo-
rate campaigns from Washington 
State’s ballot initiative on gun 
background checks to the U.S. 
Airways merger. 

The Blackstone Group L.P. is 
forking over $4.84 billion in 
cash to acquire BioMed Realty 
Trust in a deal that turns Black-
stone into a leading provider of 
commercial space specifically 
designed for the biotech and 
pharmaceuticals industry.

Brookfield Asset Management 
Inc., Canada’s largest alterna-
tive asset manager, will create a 
new publicly traded subsidiary 
by spinning off a portion of its 
private-equity arm through a 
special $500 million dividend.

State Street has launched State 
Street Liquid Private Equity Invest-
able Index, providing a liquid 
proxy for private equity investment 
and the basis for index-linked 
products such as ETFs.

The New York City Retirement 
Systems is seeking a senior invest-
ment officer for private equity, said 
a job notice posted on the web-
site of New York City Comptroller 
Scott Stringer, the fiduciary for the 
$163.4 billion retirement system.

The senior investment officer will 
work in the comptroller’s bureau 
of asset management; and the 
duties include identifying, review-
ing and evaluating investment 
opportunities, said the posting on 
the website.

The London Stock Exchange Group 
today announced plans to sell Seattle-
based Russell Investments to a Boston 
private equity firm for $1 billion less 
than the company sold for last year.

Private Equity Investing 
in Specialty Distribution 
Companies

October 22, 2015 - New York, NY
Hosted By: Capital Roundtable

Best Practices for Successful 
Fundraising for PE Funds

October 28, 2015- New York, NY
Hosted By: Capital Roundtable

Chaired By Jason Ment, StepStone Group 
LP

Best Practices for Sourcing 
Private Equity Investment 
Opportunities

November 12, 2015- New York, NY
Hosted By: Capital Roundtable

Chaired By James P. Marra, Blue Point 
Capital Partners



PUBLISHER 
Matthias Knab
knab@opalesque.com

EDITOR 
Bailey McCann
mccann@opalesque.com

ADVERTISING DIRECTOR 
Greg Despoelberch 
gdespo@opalesque.com

www.opalesque.com

Private Equity 
strategies

mailto:knab%40opalesque.com?subject=
mailto:mccann%40opalesque.com?subject=
mailto:gdespo%40opalesque.com?subject=
http://www.opalesque.com

