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Major American Exports: 1950Major American Exports: 1950

(dollars in billions)(dollars in billions)

RankRank

11

22

33

44

55

66

77

88

99

CategoryCategory

1010

Raw cottonRaw cotton

ValueValue

$7.9$7.9

$3.3$3.3

WheatWheat $3.1$3.1

Automotive parts and accessoriesAutomotive parts and accessories $2.4$2.4

Motor buses, trucks, and chassisMotor buses, trucks, and chassis $1.7$1.7

Leaf tobaccoLeaf tobacco $1.9$1.9

Tractors and cartsTractors and carts $1.9$1.9

Medicinal and pharmaceutical preparationsMedicinal and pharmaceutical preparations $1.6$1.6

Coal, bituminousCoal, bituminous $1.6$1.6

Electrical machinery and equipmentElectrical machinery and equipment

MetalMetal--working machinery and toolsworking machinery and tools $1.5$1.5

Source: United Nations Yearbook of International Trade Statistics.  Values inflation 
adjusted to 2003 dollars.
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Major American Exports: 2004 EstimatesMajor American Exports: 2004 Estimates

(dollars in billions)(dollars in billions)

RankRank

11

22

33

44 Private equity capital (with LBO leverage)Private equity capital (with LBO leverage) $30.0$30.0

55

66

77

88

99

CategoryCategory

1010

Automotive vehicles, parts, and enginesAutomotive vehicles, parts, and engines

ValueValue

$80.7$80.7

$46.1$46.1

Computer accessoriesComputer accessories $31.3$31.3

Civilian aircraftCivilian aircraft $23.3$23.3

Telecommunications equipmentTelecommunications equipment $20.7$20.7

Industrial machines, otherIndustrial machines, other $21.7$21.7

Electric apparatusElectric apparatus $21.2$21.2

Pharmaceutical preparationsPharmaceutical preparations $20.5$20.5

SemiconductorsSemiconductors

Plastic materialsPlastic materials $17.9$17.9
Source: World Trade Magazine, October 2004 – Census Bureau data as of 2003; Thomson Venture 
Economics, data for partnerships only; EVCA, APER; Standard & Poors LCD
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Major American Exporters: 1994Major American Exporters: 1994
(dollars in billions)(dollars in billions)

RankRank

11

22

33

44

55

66

77

88

99

Company nameCompany name

1010

General MotorsGeneral Motors

ExportsExports

$16.1$16.1

$11.9$11.9

Boeing Boeing $11.8$11.8

ChryslerChrysler $9.4$9.4

IBMIBM $6.3$6.3

General ElectricGeneral Electric $8.1$8.1

MotorolaMotorola $7.4$7.4

Philip MorrisPhilip Morris $4.9$4.9

Archer Daniels MidlandArcher Daniels Midland $4.7$4.7

Ford MotorFord Motor

HewlettHewlett--PackardPackard $4.7$4.7

Source: Fortune, November 13, 1995
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Selected Major American Exporters: 2004Selected Major American Exporters: 2004

Company nameCompany name Exports Exports 
(dollars in billions)(dollars in billions)

Private equity industry GPs & LPs (w/ LBO leverage)Private equity industry GPs & LPs (w/ LBO leverage) $30.0$30.0

BoeingBoeing $15.4$15.4

General ElectricGeneral Electric $9.1$9.1

CaterpillarCaterpillar $7.3$7.3

Archer Daniels Midland*Archer Daniels Midland* $7.0$7.0

MotorolaMotorola $4.5$4.5

AltriaAltria $3.5$3.5

Source: company reports; *data for the 12 months ended 6/30/04; Thomson Venture 
Economics, data for partnerships only; EVCA, APER; Standard & Poors LCD
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Private EquityPrivate Equity

1.1. Investment of capital in buyouts and venture capitalInvestment of capital in buyouts and venture capital
2.2. Was cottage industry in United States from post World Was cottage industry in United States from post World 

War II period to mid 1970sWar II period to mid 1970s——just venture capitaljust venture capital——few few 
firms, small funds, all invested in United Statesfirms, small funds, all invested in United States

3.3. Late 1970s, buyouts beganLate 1970s, buyouts began——small at firstsmall at first——but returns but returns 
attracted capitalattracted capital

(dollars in billions)(dollars in billions) 19801980

Fundraising: 5 years endedFundraising: 5 years ended $1.7$1.7

Investment: 5 years endedInvestment: 5 years ended $$0.80.8

Total capital under managementTotal capital under management $4.5$4.5

Largest fundLargest fund $0.1     $0.1     

Number of firms/fundsNumber of firms/funds 113/158113/158

Number of professionalsNumber of professionals 1,5831,583

Source: Thomson Venture Economics, data for partnerships——firms investing own capital 
only; excludes fund of funds; includes US buyout and venture firms
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Private EquityPrivate Equity: Growth of : Growth of 
US Buyout and Venture IndustriesUS Buyout and Venture Industries
4.4. By end of 1980s, US private equity firms managed By end of 1980s, US private equity firms managed 

$96 billion$96 billion——principally commitments from principally commitments from 
institutions but some high net worth investorsinstitutions but some high net worth investors
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Total Capital Under Management: U.S. Buyout & Venture Fi

Source: Thomson Venture Economics, data for partnerships——firms investing own capital 
only; excludes fund of funds
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Private EquityPrivate Equity: Growth of : Growth of 
US Buyout and Venture IndustriesUS Buyout and Venture Industries

5.5. By the late 1990s, private equity had grown into an By the late 1990s, private equity had grown into an 
industry with enormous capital committed, over a industry with enormous capital committed, over a 
thousand firms, thousands of professionals, and thousand firms, thousands of professionals, and 
tens of millions of workers employed by companies tens of millions of workers employed by companies 
funded by private equityfunded by private equity

(dollars in billions)(dollars in billions) 19801980

Fundraising: 5 years endedFundraising: 5 years ended $1.7$1.7

Investment: 5 years endedInvestment: 5 years ended $$0.80.8

Total capital under managementTotal capital under management $4.5$4.5

113/158113/158

1,5831,583

Largest fund*Largest fund* $0.1     $0.1     

Number of firms/fundsNumber of firms/funds

Number of professionalsNumber of professionals

20002000 2000 vs. 19802000 vs. 1980

$354$354 208x208x

$229$229 286x286x

$562$562 125x125x

13x/18x13x/18x

10x10x

$$ 66 60x60x

1,447/2,7971,447/2,797

15,47415,474

Source: Thomson Venture Economics, data for partnerships——firms investing own capital 
only; excludes fund of funds; includes US buyout and venture firms
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Private EquityPrivate Equity: Bubble Burst: Bubble Burst

6.6. Around 2000, the bubble burst in Around 2000, the bubble burst in 
venture capital and buyoutsventure capital and buyouts

Capital commitments declinedCapital commitments declined
Returns dropped to negative levels for Returns dropped to negative levels for 
venture capitalventure capital
Billions lost in value of holdings by Billions lost in value of holdings by 
private equity firmsprivate equity firms

Portfolio valuations decreased by 20 Portfolio valuations decreased by 20 
percent to 50 percent or morepercent to 50 percent or more

Source: Thomson Venture Economics
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Private EquityPrivate Equity: Bubble Burst: Bubble Burst

Net change in portfolio valuations Net change in portfolio valuations 
12/31/200012/31/2000––12/31/2002 12/31/2002 

US venture and buyout funds formed 1969US venture and buyout funds formed 1969––20022002
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Private EquityPrivate Equity Today: Today: 
US Buyout and Venture IndustriesUS Buyout and Venture Industries

7.7. Today, private equity has fully recovered and is Today, private equity has fully recovered and is 
exceeding previous peak years in terms of capital exceeding previous peak years in terms of capital 
commitments, returns, firms, and employeescommitments, returns, firms, and employees

(dollars in billions)(dollars in billions) 20002000

Fundraising: 5 years endedFundraising: 5 years ended $354$354

Investment: 5 years endedInvestment: 5 years ended $229$229

Total capital under managementTotal capital under management $562$562

1,447/2,7971,447/2,797

15,47415,474

Largest fund*Largest fund* $6$6

Number of firms/fundsNumber of firms/funds

Number of professionalsNumber of professionals

2005 YTD2005 YTD 05 YTD vs. 0005 YTD vs. 00

$279$279 0.8x0.8x

$217$217 0.9x0.9x

$771$771 1.4x1.4x

1.1x/1.03x1.1x/1.03x

1.1x1.1x

$>10$>10 1.7x 1.7x 

1,626/2,8751,626/2,875

17,39117,391

Source: Thomson Venture Economics, data for partnerships—firms investing own capital 
only; excludes fund of funds; includes US buyout and venture firms; data as of 3Q05
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Buyout Funds: 2005 vs. 1980Buyout Funds: 2005 vs. 1980

(dollars in (dollars in millionsmillions))

DateDate FundFund ValueValue

19801980 KKRKKR $$67

20052005 Blackstone Capital Partners VBlackstone Capital Partners V** $$13,00013,000

Apollo Investment Fund VIApollo Investment Fund VI**

20020055 Carlyle Partners IVCarlyle Partners IV/Europe Partners II/Europe Partners II $$10,00010,000

20052005 Thomas H. Lee Equity Partners VIThomas H. Lee Equity Partners VI** $  7$  7,500,500

20052005 CVC European Equity Partners IVCVC European Equity Partners IV $  7$  7,300,300

20052005 BC European Capital VIIIBC European Capital VIII $  7$  7,300,300

20052005 PermiraPermira [new fund][new fund]** $  9$  9,00,0000

GS Capital Partners VGS Capital Partners V

20052005 Warburg Warburg PincusPincus Equity Partners IXEquity Partners IX $  8$  8,00,0000

$10$10,00,0000

20052005 $  8$  8,,550000

20052005

67

Source: Capital IQ, Thomson Venture Economics; *funds currently being raised shown with 
target value, includes fund sizes less than $7 billion 
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Why Did thWhy Did thee Industry Get So Big?Industry Get So Big?

US buyoutUS buyout
Top quartileTop quartile

20.120.1 12.312.3 27.027.0 28.328.3 41.341.3

102.6102.6 44.944.9 31.631.614.614.6 2.52.5US ventureUS venture
Top quartileTop quartile

Source: Thompson Venture Economics, PE data as of June 30, 2005 and for 
partnerships only; Bloomberg, market data as of June 30, 2005

(IRR percent)(IRR percent) 33--yearyear 55--yearyear 1010--yearyear 1515--yearyear 2020--yearyear

8.28.2 10.510.5

S&P 500S&P 500 6.46.4 ((3.93.9)) 8.18.1 8.38.3 9.59.5

DJIADJIA 3.63.6 (0.3)(0.3) 8.58.5 8.88.8 10.710.7

Russell 3000Russell 3000 7.67.6 (2.9)(2.9) 8.38.3 8.68.6 9.49.4

10.210.213.613.6 (12.3)(12.3)NASDAQNASDAQ

US buyoutUS buyout
All quartilesAll quartiles

10.710.7 2.52.5 9.69.6 11.111.1 13.513.5

33.833.8 21.821.8 16.716.7(0.1)(0.1) (9.3)(9.3)US ventureUS venture
All quartilesAll quartiles
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How Private Equity WorksHow Private Equity Works

Basic economic modelBasic economic model——1960s1960s

80 percent / 20 percent80 percent / 20 percent, , 
mmanagement feeanagement fee: 1: 1––2 percent2 percent

Preferred returnPreferred return: 7: 7––9 percent9 percent

Invest through fundsInvest through funds: 5 year : 5 year 
investment periods typicalinvestment periods typical

Good deals and bad deals offset Good deals and bad deals offset 
to produce returnsto produce returns
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Private EquityPrivate Equity: 2005: 2005

In 2005, private equity has become an In 2005, private equity has become an 
“industry” of enormous size and economic “industry” of enormous size and economic 
powerpower

Wall Street’s largest source of feesWall Street’s largest source of fees
Pension funds devoting 10Pension funds devoting 10––15 percent of 15 percent of 
their entire principal to private equitytheir entire principal to private equity
Vast majority of M&A transactions are now Vast majority of M&A transactions are now 
private equity investmentsprivate equity investments
Leading firms have brand valueLeading firms have brand value——their moves their moves 
subject to enormous press attentionsubject to enormous press attention
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Private EquityPrivate Equity: 2005: 2005

Growth of private equity firms’ sizes:Growth of private equity firms’ sizes:

Combined portfolioCombined portfolio of Carlyle, Blackstone, KKR, and of Carlyle, Blackstone, KKR, and 
Texas Pacific Group: Texas Pacific Group: 

Over $90 billion under managementOver $90 billion under management
$160 billion in revenue  $160 billion in revenue  
Over 910,000 employeesOver 910,000 employees

(dollars in billions)(dollars in billions) 20002000 20052005

BlackstoneBlackstone $12$12 $27.6$27.6
($32 total raised)($32 total raised)

Texas Pacific GroupTexas Pacific Group $7$7 $15$15

Thomas H. LeeThomas H. Lee $7$7 $14$14

Bain CapitalBain Capital $12$12 $24$24

CarlyleCarlyle $10$10 $30$30

Source: company Web sites, Forbes, Wall Street Journal; Economist
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Private Equity: GlobalizationPrivate Equity: Globalization

Private equity is not now just a Private equity is not now just a 
phenomenon of US firms investing US phenomenon of US firms investing US 
capital in the United Statescapital in the United States

Beginning in mid to late 1990s, and Beginning in mid to late 1990s, and 
rapidly accelerating over past 2 to 3 rapidly accelerating over past 2 to 3 
years, the large US firms are years, the large US firms are 
focusing their efforts abroadfocusing their efforts abroad
Mid to late 1990s: W. EuropeMid to late 1990s: W. Europe
2000s: Asia2000s: Asia——China, India, JapanChina, India, Japan
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Private Equity: GlobalizationPrivate Equity: Globalization——How How 
Did This Happen?Did This Happen?

Private equity was initially limited to a Private equity was initially limited to a 
firm’s own countryfirm’s own country
The first venture capital funds in Silicon The first venture capital funds in Silicon 
Valley (1960s) thought of themselves as Valley (1960s) thought of themselves as 
local businesseslocal businesses
The early buyout firms (late 1970s and The early buyout firms (late 1970s and 
early 1980s) focused on United Statesearly 1980s) focused on United States
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Private Equity: GlobalizationPrivate Equity: Globalization——How How 
Did This Happen?Did This Happen?

In the late 1970s and early 1980s, LP In the late 1970s and early 1980s, LP 
investors began investing with local private investors began investing with local private 
equity firms in other countriesequity firms in other countries——following their following their 
nonprivatenonprivate equity practicesequity practices
In the late 1980s and early 1990s a number of In the late 1980s and early 1990s a number of 
US based private equity firms began investing US based private equity firms began investing 
abroadabroad

JP Morgan, Goldman, AIG, Advent, Warburg JP Morgan, Goldman, AIG, Advent, Warburg 
Pincus, CVCPincus, CVC——often often noncontrolnoncontrol investmentsinvestments

Why? Why? ——Less competition, American hubris, Less competition, American hubris, 
grass is greener conceptgrass is greener concept
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Private Equity: GlobalizationPrivate Equity: Globalization

Today’s 10 leading US private equity firms are all active Today’s 10 leading US private equity firms are all active 
overseas:overseas:

Apollo Apollo –– EuropeEurope
Bain Bain –– EuropeEurope
Blackstone Blackstone –– Europe, now going to Asia, especially Europe, now going to Asia, especially 
IndiaIndia
Carlyle Carlyle –– Europe, AsiaEurope, Asia
Clayton, Clayton, DubilierDubilier & Rice & Rice –– EuropeEurope
Goldman Sachs Goldman Sachs –– Europe, AsiaEurope, Asia
JP Morgan JP Morgan –– Europe, AsiaEurope, Asia
KKR KKR –– Europe, now going to AsiaEurope, now going to Asia
TPG TPG –– Europe, AsiaEurope, Asia
Warburg Warburg PincusPincus –– global (heavy Asia, India allocations)global (heavy Asia, India allocations)
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CarlyleCarlyle

Began in 1987 with $5 millionBegan in 1987 with $5 million
Now manage nearly $3Now manage nearly $355 billionbillion
Invested $14.Invested $14.99 billion in equitybillion in equity——30 percent gross IRR 30 percent gross IRR 
over 18 yearsover 18 years
3377 buyout, venture, real estate, high yield, energy, buyout, venture, real estate, high yield, energy, 
hedge fundshedge funds
333838 investment professionalsinvestment professionals
663131 total employeestotal employees
Now managing 192 current investmentsNow managing 192 current investments
Controlled companies have $31 billion in revenuesControlled companies have $31 billion in revenues
International funds have made 111 corporate International funds have made 111 corporate 
investmentsinvestments



22

Carlyle IndexCarlyle Index

Total funds raised since inceptionTotal funds raised since inception $$36.336.3 billionbillion
Capital under managementCapital under management $3$34.94.9 billionbillion
FundsFunds 3377
Current number of active investmentsCurrent number of active investments 192192
Number of exited investmentsNumber of exited investments 247247
Total distributionsTotal distributions $14.$14.77 billionbillion
IRR on realized transactionsIRR on realized transactions 3434 percentpercent
InvestorsInvestors 800800
Aggregate Portfolio Co. employeesAggregate Portfolio Co. employees 11331,0001,000
Aggregate Portfolio Co. salesAggregate Portfolio Co. sales $31$31 billionbillion
Number of officesNumber of offices 2525
Total personnelTotal personnel 663131

Investment professionalsInvestment professionals 333838
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Carlyle’s GlobalizationCarlyle’s Globalization

Offices in 13 countries outside the United Offices in 13 countries outside the United 
StatesStates
$8.7 billion committed to international $8.7 billion committed to international 
investments investments 
Buyout and venture funds in Europe, Japan, Buyout and venture funds in Europe, Japan, 
China, India, Australia, Mexico, with Eastern China, India, Australia, Mexico, with Eastern 
Europe and Middle East possible in 2006Europe and Middle East possible in 2006
Offices in London, Paris, Munich, Milan, Offices in London, Paris, Munich, Milan, 
Barcelona, Frankfurt, Madrid, Luxembourg, Barcelona, Frankfurt, Madrid, Luxembourg, 
Mexico City, Tokyo, Hong Kong, Shanghai, Mexico City, Tokyo, Hong Kong, Shanghai, 
Beijing, Seoul, Singapore, Sydney, Mumbai, Beijing, Seoul, Singapore, Sydney, Mumbai, 
and Dubaiand Dubai
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Carlyle’s GlobalizationCarlyle’s Globalization

Buyout, venture, real estate funds in Europe, Asia, JapanBuyout, venture, real estate funds in Europe, Asia, Japan
Total capital committed to international funds: $8.7 billionTotal capital committed to international funds: $8.7 billion

Paris

Dallas
Newport Beach

New York
Washington, DC

London

Milan

Hong Kong

San Francisco Tokyo

Munich

Seoul

Singapore
Barcelona

Frankfurt

S. Korea (2)

Mumbai

Beijing
Shanghai

Mexico City

Luxembourg

Denver

Los Angeles

Charlotte, NC

Sydney
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Why Did the Industry Globalize?Why Did the Industry Globalize?

United States is seen as mature marketUnited States is seen as mature market——
competition is very intense, and returns competition is very intense, and returns 
should decline as a resultshould decline as a result
Europe has received most attention because Europe has received most attention because 
of size of economy and restructuring of size of economy and restructuring 
opportunities (Europe is where most opportunities (Europe is where most 
buyouts have occurred for each of last three buyouts have occurred for each of last three 
years)years)
Asia’s enormous growth (and size) have Asia’s enormous growth (and size) have 
lately been seen as a place where oncelately been seen as a place where once--inin--aa--
lifetime opportunities are occurringlifetime opportunities are occurring
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Why Did the Industry Globalize?Why Did the Industry Globalize?

Returns are thought to be betterReturns are thought to be better
United States sense of need to United States sense of need to 
globalizeglobalize——export US private equity export US private equity 
techniques and benefits (less true of techniques and benefits (less true of 
European firms)European firms)
Investors willing to entrust large sums Investors willing to entrust large sums 
to US firms investing overseas (despite to US firms investing overseas (despite 
history of difficulty of investing outside history of difficulty of investing outside 
one’s country)one’s country)



27

State of US Private Equity State of US Private Equity 
Investments AbroadInvestments Abroad

Selected US firmsSelected US firms’’ funds / commitments to nonfunds / commitments to non--
US investments:US investments:

CarlyleCarlyle——commitments to international funds: commitments to international funds: 
$8.7 billion$8.7 billion
KKR European Buyout Fund IIKKR European Buyout Fund II——$5.4 billion$5.4 billion
ApaxApax Europe VIEurope VI——$5.2 billion$5.2 billion
CCMP (JP Morgan) Asia Opportunity Fund II CCMP (JP Morgan) Asia Opportunity Fund II 
——$1.6 billion$1.6 billion
NewbridgeNewbridge Asia IVAsia IV——$1.5 billion$1.5 billion

Since 2000, US general partners have invested Since 2000, US general partners have invested 
$54 billion of equity abroad$54 billion of equity abroad——an estimated an estimated 
export of $100+ billion (with LBO leverage)export of $100+ billion (with LBO leverage)

Source: Thomson Venture Economics, data for partnerships—firms investing own capital 
only, data for buyout and venture firms only; Financial Times
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US Firms’ Involvement inUS Firms’ Involvement in
Top European LBOsTop European LBOs
((euros euros in millions)in millions)

AcquirerAcquirer ValueValue‡‡

Dec Dec 0505 TDCTDC
ApaxApax/Blackstone*/KKR*//Blackstone*/KKR*/PermiraPermira//
Providence*Providence* €€13,00013,000‡‡‡‡

May 05May 05 Wind TelecomWind Telecom Weather InvestmentsWeather Investments €€12,10012,100‡‡‡‡

Nov 01Nov 01 EircomEircom Fixed Fixed LnLn SorosSoros*/Providence**/Providence* €€3,0143,014

May 05May 05 ViterraViterra Terra Firma Capital PartnersTerra Firma Capital Partners €€7,0007,000

Aug 03Aug 03 Seat Seat PaginePagine BC/CVC/Inv Ass & PerBC/CVC/Inv Ass & Per €€5,6505,650

Jun 02Jun 02 LegrandLegrand KKR*/KKR*/WendelWendel €€4,9714,971

Jan 05Jan 05 AmadeusAmadeus CinvenCinven/BC Partners/BC Partners €€4,3004,300

May 01May 01 Yell GroupYell Group Hicks Muse*/Hicks Muse*/ApaxApax €€3,5853,585

€€3,5683,568

€€3,4773,477

Jun 02Jun 02 Jefferson SmurfitJefferson Smurfit Madison Dearborn*Madison Dearborn* €€3,3773,377

May 01May 01 MeridienMeridien HotelsHotels Royal Bank et al.Royal Bank et al. €€3,1833,183

Oct 03Oct 03 Scottish & New.Scottish & New. TPG*/Blackstone*/CVCTPG*/Blackstone*/CVC

Blackstone et al.*Blackstone et al.*

DateDate TargetTarget

Jul 00Jul 00 North Rhine

Source: The Deal; Dealogic; Initiative Europe / *US buyout firms
‡Assumes a historical dollar/euro conversion rate of 1:1 / ‡‡estimated, not closed

North Rhine
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Source: Various, including AVCJ, SDC, and news runs / *US buyout firms

(dollars in millions)(dollars in millions)

AcquirerAcquirer ValueValue

$2,664$2,664

Aug 03Aug 03 Japan TelecomJapan Telecom Goldman*/Goldman*/NewbridgeNewbridge*, et al.*, et al. $2,219$2,219

Sep 99Sep 99 ShinseiShinsei BankBank RipplewoodRipplewood*/ABN, */ABN, CitiCiti et al.et al. $1,149$1,149

May 04May 04 DDI PocketDDI Pocket Carlyle*/KyoceraCarlyle*/Kyocera $2,000$2,000

$1,110$1,110

Jun 01Jun 01 SMICSMIC Vertex/Vertex/AsiaVestAsiaVest $883$883

Oct 04Oct 04 MagnaChipMagnaChip CVC/CiticorpCVC/Citicorp $827$827

Nov 02Nov 02 First CreditFirst Credit Lone Star*Lone Star* $818$818

Jul 03Jul 03 GEACGEAC AG&L/CBA/Mitsui, et al.AG&L/CBA/Mitsui, et al.

Fortune/Goldman*, et al.Fortune/Goldman*, et al.

DateDate TargetTarget

Sep 01Sep 01 SMICSMIC

US Firms’ Involvement inUS Firms’ Involvement in
Top Asian LBOsTop Asian LBOs
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Source:  Thomson Venture Economics / *US buyout firms; equity invested only‡; VELA

(dollars in millions)(dollars in millions)

AcquirerAcquirer ValueValue‡‡

$722$722

$475$475

20042004 Disco SADisco SA Capital Group, AIG*, IFCCapital Group, AIG*, IFC $160$160

20052005 Discovery Discovery 
AmericasAmericas

VuelaVuela $100$100

19981998 DavivoDavivo IntInt’’ll HarbourVestHarbourVest*/Hicks */Hicks 
Muse*/Muse*/JPMorganJPMorgan**

JPMorganJPMorgan**

DateDate TargetTarget

19971997 FerronorteFerronorte

US Firms’ Involvement InUS Firms’ Involvement In
Top Latin American LBOsTop Latin American LBOs

High equity percentHigh equity percent——2004’s largest deal: Disco SA2004’s largest deal: Disco SA——equity $160 / equity $160 / 
total $315 milliontotal $315 million
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State of US Private Equity State of US Private Equity 
Investments AbroadInvestments Abroad

Amount of limited partner US dollars invested Amount of limited partner US dollars invested 
overseas is not as easily determinedoverseas is not as easily determined

Since 2000, US limited partners have Since 2000, US limited partners have 
committed an estimated $50 billion of equity committed an estimated $50 billion of equity 
abroadabroad——an estimated export of $100+ billion an estimated export of $100+ billion 
(with LBO leverage)(with LBO leverage)
This “limited partner” capital is less visible, but This “limited partner” capital is less visible, but 
still a factor in perception that United States is still a factor in perception that United States is 
benefiting from the “globalization” of private benefiting from the “globalization” of private 
equityequity
For many, the “globalization” of private equity For many, the “globalization” of private equity 
is really the Americanization of private equityis really the Americanization of private equity

Source: Thomson Venture Economics, data for partnerships—firms investing own capital 
only; excludes fund of funds; data for buyout and venture firms only; EVCA; APER
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So What’s the Problem?So What’s the Problem?

US private equity firms are leading the globalization of US private equity firms are leading the globalization of 
private equityprivate equity
These firms and their investors are profiting handsomely, at These firms and their investors are profiting handsomely, at 
this pointthis point
US private equity does offer some attractions to local US private equity does offer some attractions to local 
economieseconomies

Improves local, national competitivenessImproves local, national competitiveness
Enhances local wealth creationEnhances local wealth creation
Enhances local employmentEnhances local employment
Spurs local firms’ competitivenessSpurs local firms’ competitiveness

European companies acquired in buyouts 2000European companies acquired in buyouts 2000––04 04 
experienced net job creation of experienced net job creation of 420,000 jobs420,000 jobs

These companies grew employment at 2.4 percent These companies grew employment at 2.4 percent 
annually vs. 0.7 percent for the European Union during annually vs. 0.7 percent for the European Union during 
the same periodthe same period

Source: BusinessWeek, EVCA
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The ProblemThe Problem

1.1. Resentment over increasing American domination Resentment over increasing American domination 
of key parts of local economiesof key parts of local economies

2.2. Concern that American valuesConcern that American values——investor returnsinvestor returns——
are not the same as local values (local control, are not the same as local values (local control, 
job security, social benefits)job security, social benefits)

3.3. Profits are returning largely to the United StatesProfits are returning largely to the United States——
in many cases, untaxed by local countriesin many cases, untaxed by local countries

ShinseiShinsei transactiontransaction
Korean bank transactionsKorean bank transactions

4.4. Profits realized too quickly?Profits realized too quickly?
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ReactionReaction

1.1. In Germany, private equity investors called “locusts”In Germany, private equity investors called “locusts”
2.2. In Japan, a 20 percent withholding tax has been In Japan, a 20 percent withholding tax has been 

imposed on certain foreign investment profitsimposed on certain foreign investment profits
3.3. In Korea, a similar withholding tax is being In Korea, a similar withholding tax is being 

consideredconsidered
4.4. Regulatory barriers are being erected to the Regulatory barriers are being erected to the 

investment of foreign capital (actually, they are investment of foreign capital (actually, they are 
often following US lead or how United States often following US lead or how United States 
responds to foreigners investing in United States)responds to foreigners investing in United States)

5.5. Repatriation of profits is becoming more of a Repatriation of profits is becoming more of a 
challengechallenge
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Benefits from Global Private Equity Benefits from Global Private Equity 
Investing from US PerspectiveInvesting from US Perspective

Large business: estimated Large business: estimated US GP & LP US GP & LP 
exports since 2000 have exceeded $200 exports since 2000 have exceeded $200 
billion (with LBO leverage)billion (with LBO leverage)
Growing business: during last 5 years, Growing business: during last 5 years, 
US private equity firms US private equity firms exported 50xexported 50x as as 
much capital as they did during the 10much capital as they did during the 10--
year earlier periodyear earlier period
Profitable businessProfitable business

Source: Thomson Venture Economics, data for partnerships only; EVCA, APER; 
Standard & Poors LCD
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Benefits from Global Private Equity Benefits from Global Private Equity 
Investing from US PerspectiveInvesting from US Perspective

Improves local companies abroadImproves local companies abroad
Boosts employment and helps local Boosts employment and helps local 
economies: buyouts 2000economies: buyouts 2000––04 created 04 created 
420,000 net jobs420,000 net jobs in Europein Europe
Spurs innovation Spurs innovation 
Encourages development in emerging Encourages development in emerging 
marketsmarkets
Helps spur necessary restructuring in Helps spur necessary restructuring in 
mature economiesmature economies

Source: BusinessWeek
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SolutionsSolutions

1.1. US government should recognize importance of US government should recognize importance of 
private equity as exportprivate equity as export——respond strongly to respond strongly to 
efforts to impede unfettered investment abroadefforts to impede unfettered investment abroad

2.2. Foreign governments should seek reciprocityForeign governments should seek reciprocity——
make US government recognize markets should make US government recognize markets should 
be open for foreign private equity investment be open for foreign private equity investment 
(FIRPTA, CIFIUS, Unocal)(FIRPTA, CIFIUS, Unocal)

3.3. US private equity firms need to: US private equity firms need to: 
Recognize local social and economic concerns Recognize local social and economic concerns 
to greater extentto greater extent
Involve local professionalsInvolve local professionals
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SolutionsSolutions

Involve local investorsInvolve local investors
Involve local business leaders on boardsInvolve local business leaders on boards
Focus more on timing of exit of Focus more on timing of exit of 
investmentinvestment
Recognize public relations issuesRecognize public relations issues

4.4. US private equity investors overseas should US private equity investors overseas should 
form an organization to study effects of form an organization to study effects of 
international private equity investing and international private equity investing and 
that can speak with one voice on the subjectthat can speak with one voice on the subject
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ConclusionConclusion

1.1. US export of private equity capital is increasingUS export of private equity capital is increasing
2.2. This trend and its effects abroad are pluses for This trend and its effects abroad are pluses for 

the US economythe US economy
3.3. Risk of interference: harms free flow of Risk of interference: harms free flow of 

investment capital and potentially harmful to US investment capital and potentially harmful to US 
limited partners in American general partner limited partners in American general partner 
firms (pensions suffer the most)firms (pensions suffer the most)

4.4. US and global economy will benefit from US and global economy will benefit from 
increased efforts to increased efforts to enhance enhance this new export this new export 
industry and maximize its positive reception industry and maximize its positive reception 
abroadabroad
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GLOBAL PRIVATE EQUITYGLOBAL PRIVATE EQUITY

Is America’s Burgeoning Export of Private Is America’s Burgeoning Export of Private 
Equity Capital a Plus or Minus for the Global Equity Capital a Plus or Minus for the Global 

Economy?Economy?

David M. RubensteinDavid M. Rubenstein
CoCo--Founder and Managing DirectorFounder and Managing Director December 6, 2005December 6, 2005
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