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"THE PRIVATE EQUITY AND REAL ASSET MARKETS ARE BOOMING 

 

 The private equity market continues to attract new investors 

 The sector's performance and decorrelation remain major assets 

 Private equity valuation still looks attractive 

 Which sectors are likely to attract funds in the coming years? 

 

Chart of the Week : "Allocation of Major Markets’ Pension Funds" 

Sector analysis 
 

 Private or real assets continue to attract new investors 

Private equity still represents a very small part of the allocation in investors' portfolios. Today, the world's 

leading pension funds allocate around 23% of their assets to hedge funds, real estate, commodities, Gold, 

private equity, and alternatives. Theoretically, the optimal allocation should be between 10 and 30% 

depending on risk tolerance. According to Brookfield Asset Management, the allocation could reach 60% by 

2030. Allocation differs greatly by geography. For example, US and Canadian pension funds already diversify 

26% and 29% of their assets respectively out of equities and bonds. In Europe and Japan, diversification into 
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alternative assets is still marginal: 16% in the Netherlands, 11% in Great Britain and Japan (see Chart of the 

week). 

Declining bond yields are driving investors to unlisted alternative allocations to ensure higher returns. 

Institutional investors have the means to invest for the long term and boost their performance. Trillions of 

dollars have already been invested in real assets and the trend is just beginning. In less than 10 years, 

institutional capital from pension funds has grown by $20 trillion and another $40 trillion is expected over 

the next decade. More than $10 trillion was already allocated to alternative or real investments in 2019 and 

this amount could double by 2025.  

 

 The sector's performance and decorrelation remain major assets 

Private equity and real assets provide portfolio diversification, volatility mitigation and protection against 

inflationary pressure. In fact, historical returns have far exceeded the rate of inflation. Over the past ten 

years, private equity returns have been higher than real estate or financial markets (see Chart 2).  

If we take the French market, private equity posted an average annual performance of 11.3% versus 7.1% 

for the CAC 40 between 2010 and 2019. The same performance gap can be found in the US market, where 

private equity posted a 10-year annualized performance of 14.1% as of December 31, 2020, compared to 

11.6% for US equities and 5.3% for REITS. 

Internal rates of return (IRR) for funds in the off years, which followed the last two economic downturns, 

2002 and 2009, have averaged between 17% and 21%, which represents a significant premium to the long-

term average return of around 14-16%. 

 

Chart 2 - Historically, private equity outperforms other asset classes  
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 Private Equity valuation still looks attractive 

Valuations fell relatively little during the Covid-19 crisis, with strong divergence across sectors. Despite 

the pandemic, the European Stoxx 600 Index closed down 3.8% in 2020, and the median EV/EBITDA 

multiple for European buyouts was unchanged from 2019 at 10.2x. A shift in the mix of debt and equity 

in buyout multiples also took place in 2020, with an increase in equity and a decrease in leverage. The 

equity/EBITDA multiple increased from 5.6x in 2019 to 6.3x in 2020, while the debt/EBITDA multiple 

decreased from 4.6x in 2019 to 3.9x in 2020. (cf. Chart 3) 

 

Chart 3 - Median buyback valuation in Europe  Chart 4 - Median buyback price in the US  

 

 

On the other hand, the valuation of buyouts in the United States increased again in 2020, but much less 

than that of listed assets (cf. Chart 4). In terms of EV/EBITDA, the valuation of European companies (10.2x) 

showed a 28% discount to US companies (14.1x). 

Like financial equity markets, private equity transactions and venture capital exits have experienced a 

remarkable recovery, in stark contrast to the slow multi-year recovery following the global financial crisis. 

Despite the disruption, 2020 was an active year for the industry (cf. insert “2020 IPO Update”). North 

America, Asia and Latin America broke records for listing volume and fundraising. In Europe, on the other 

hand, exits are on track to reach a 10-year low as sponsors avoid offloading assets during times of 

instability, except in cases of distress. 

The private sector, which is less volatile, has been able to rescue the companies most affected by the 

crisis. Airbnb, for example, raised $2 billion in capital and private debt to address the unprecedented 

impact of the Covid-19 crisis on the hotel and tourism sector. Airbnb then went public and more than 

tripled its valuation since then. 

European asset managers who offloaded their assets during the pandemic, were generally exposed to 

sectors with strong secular growth such as renewable energy, healthcare, and technology. 
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 Which sectors are more likely to attract funds in the coming years? 

The technology sector remains one of the sectors most actively financed by private equity, followed by 

the financial and healthcare sectors. The broader technology sector attracted the most private equity 

investment in 2020, accounting for 29% of the total number of buyout deals globally and 32% if FinTech 

is included. These sectors have been able to adapt to a constantly changing environment and have been 

more nimble in emerging from the crisis (cf. Chart 7). 

 

Chart 7 - Best and worst sectors in terms of transactions in 2020 

 

 

 

The massive amount of liquidity injected into the financial system should provide the necessary funds to 

fuel the private equity industry and ensure profitable exits via buyouts by other private equity firms, 

external growth companies or SPACs. All these players have benefited from large inflows of free cash. 

In addition to private equity, there are many other opportunities to finance the real economy. Alternative 

assets include real estate, infrastructure, natural resources and also renewable energy, agriculture and 

education. The defining characteristic of a real asset is that it has intrinsic value in and of itself and does 

not depend on monetization and/or exchange to provide value to its owner. 

 

Conclusion:  

Holding private assets has become a must in portfolio allocation. Paradoxically, its weight is still relatively 

low in Europe. This certainly explains the discount of European private assets and their appreciation 

potential. The universe of non-listed assets is constantly expanding and is no longer limited to private equity 

or real estate, but now also includes sectors that are highly uncorrelated with the markets, such as 

agriculture and education. Please do not hesitate to contact the Atlantic Financial Group team to discuss 

our alternative investment solutions. 
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IPO UPDATE FOR 2020 

2020 saw the highest IPO capital raising activity in a decade, with $331 billion raised (+41%) for 1591 new 

listings (+18%). The strong increase in activity was due to the mountains of liquidity injected by central 

banks into the economy in the second half of the year and the rebound in equity markets. In the United 

States, the number of initial public offerings (IPOs) is at its highest level in 20 years, reaching a record of 

more than $128 billion in fundraising. (cf. Chart 5). The vast majority of IPOs were domestic listings, as 

Sino-US tensions encouraged domestic listings. Moreover, the region with the highest number of IPOs 

was Asia with 937 new listings, including China with a volume of 502 IPOs for $127 billion raised. Latin 

America also had a remarkable year, with a volume of activity up 314%, thanks to Brazil, which made 29 

new listings. The only region that was down was Europe, with relatively stable listings but a drop of over 

50% in fundraising.  

Chart 5 - The five most active IPO markets in 2020 

 

 

Finally, the two most active sectors in terms of volume and fundraising were the financial and technology 

sectors (see Chart 6). 

 

Chart 6 - The five most active sectors in terms of IPOs in 2020 

 

 

 

 

 

 

 

 

 

 

Exchange Capital raised in 2020 Volume of issues 2020 Growth volume vs. 2019 Growth in capital raised vs. 2019

New York Stock Exchange USD 79 bn 152 149% 149%

NASDAQ USD 72 bn 272 50% 96%

Hong Kong (HKEx and HK GEM) USD 48 bn 136 -15% 18%

Shangain Stock Exchange USD 47 bn 220 77% 74%

Shenzhen Stock Exchange 

(incl. ChiNext and SME)

USD 17 bn 145 86% 88%

Top 5 Industries ( Global IPO) Volume of Issues 2020 Capital raised  in 2020 Growth volume vs. 2019 Growth in capital raised vs. 2019

Financials 360 USD 108 bn 37% 100%

Technology 257 USD 55 bn 13% 50%

Industrials 193 USD 24 bn 40% 129%

Healthcare 162 USD 33 bn 7% 57%

Consumer Products and Services 161 USD 27 bn 27% 128%

Source: Credit Suisse, Atlantic Financial Group 

Source: Credit Suisse, Atlantic Financial Group 
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RETURN ON FINANCIAL ASSETS 

   

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 704.9         75.72 1.5% 4.2% 9.7% 16.9% 27.3%
USA (S&P 500) 4 185          74.53 1.8% 5.7% 11.9% 18.4% 31.5%
USA (Dow Jones) 34 201       74.28 1.2% 4.2% 12.3% 9.7% 25.3%
USA (Nasdaq) 14 052       64.00 1.1% 4.4% 9.2% 45.1% 36.7%
Euro Area (DJ EuroStoxx) 445.3         77.46 1.3% 4.4% 12.3% 0.8% 27.3%
UK (FTSE 100) 7 019          70.46 0.7% 3.6% 9.9% -11.4% 17.2%
Switzerland (SMI) 11 240       63.76 0.3% 4.1% 7.1% 4.3% 30.2%
Japan (Nikkei) 29 685       52.96 -0.3% -0.3% 8.8% 18.3% 20.7%

Emerging (MSCI) 1 349          54.91 0.8% 0.2% 4.8% 18.8% 18.8%
Brasil (IBOVESPA) 121 114     65.16 2.9% 6.2% 1.8% 2.9% 31.6%
Russia (MOEX) 3 599          62.89 3.2% 0.3% 9.6% 14.8% 38.4%
India (SENSEX) 47 687       45.22 -1.5% -3.0% 2.4% 17.2% 15.7%
China (CSI) 5 087          41.31 -1.4% -2.2% -4.7% 29.9% 39.2%

Energy (MSCI World) 168.3         48.54 1.3% -4.1% 17.8% -27.7% 13.9%
Com. Serv. (MSCI World) 112.42       63.63 0.4% 2.3% 12.1% 24.2% 25.1%
Materials (MSCI World) 368.1         76.03 3.2% 5.9% 13.2% 21.6% 20.8%
Info. Tech. (MSCI World) 495.4         67.38 1.0% 6.3% 9.3% 46.2% 47.5%
Utilities (MSCI World) 157.6         76.92 2.2% 5.1% 4.6% 4.8% 22.3%
Financials (MSCI World) 141.4         67.63 1.0% 2.4% 15.1% -3.1% 24.1%
Cons. Staples (MSCI World) 272.7         73.89 1.3% 4.7% 2.4% 8.8% 22.4%
Health Care (MSCI World) 331.0         72.88 2.6% 4.6% 4.7% 15.4% 23.3%
Cons. Discret. (MSCI World) 409.5         69.36 2.2% 4.8% 8.2% 37.0% 28.2%
Industrials (MSCI World) 320.9         75.43 1.1% 4.4% 11.4% 11.8% 27.2%

Bonds (FTSE)
USA (7-10 Yr) 1.56% 54.57 0.6% 0.8% -4.7% 9.3% 7.4%
Euro Area (7-10 Yr) 0.00% 42.23 -0.2% -0.6% -2.0% 4.5% 6.7%
Germany (7-10 Yr) -0.27% 41.34 -0.3% -0.5% -2.7% 3.0% 3.0%
UK (7-10 Yr) 0.75% 50.01 0.2% 0.2% -4.3% 5.4% 4.8%
Switzerland (7-10 Yr) -0.23% 45.28 -0.1% -0.2% -1.3% 0.4% 2.0%
Japan (5-10 Yr) 0.09% 57.05 0.1% 0.1% -0.3% -0.1% 0.0%
Emerging (5-10 Yr) 4.41% 67.74 1.1% 1.7% -3.3% 5.2% 13.3%

USA (IG Corp.) 2.18% 56.56 0.4% 1.9% -3.5% 9.9% 14.5%
Euro Area (IG Corp.) 0.33% 50.36 -0.1% 0.2% -0.5% 2.8% 6.2%
Emerging (IG Corp.) 3.88% 60.38 0.1% 0.5% -0.7% 8.1% 13.1%

USA (HY Corp.) 3.99% 74.01 0.3% 1.8% 1.8% 7.1% 14.3%
Euro Area (HY Corp.) 2.89% 81.17 0.1% 0.9% 2.3% 2.3% 11.3%
Emerging (HY Corp.) 6.21% 69.53 0.8% 1.0% -1.0% 4.3% 11.5%

World (Convertibles) 447.2         57.53 0.6% 0.5% 4.5% 38.8% 17.3%
USA (Convertibles) 603.9         54.81 0.4% 0.1% 5.0% 54.5% 22.8%
Euro Area (Convertibles) 4 146          74.48 1.1% 1.9% 0.7% 6.1% 7.6%
Switzerland (Convertibles) 186.6         51.31 0.0% 0.0% -0.1% 0.5% 2.4%
Japan (Convertibles) 201.8         55.74 0.0% 0.3% 3.8% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 690.6         73.41 n.a. 0.7% 2.9% 2.5% 9.3%
Distressed 912.9         72.61 n.a. 2.3% 6.2% 1.5% 1.4%
Event Driven 764.7         73.93 n.a. 1.6% 6.3% 3.1% 8.2%
Fixed Income 381.9         74.64 n.a. 0.4% 2.1% 2.2% 6.1%
Global Macro 1 129.7      67.56 n.a. 1.5% 2.8% 2.0% 10.4%
Long/Short 876.3         68.65 n.a. 0.7% 2.4% 3.6% 12.2%
CTA's 322.8         61.22 n.a. 0.4% 2.2% -3.2% 9.0%
Market Neutral 275.7         57.99 n.a. -0.5% 0.9% -0.1% 1.6%
Multi-Strategy 665.1         73.92 n.a. 1.1% 2.1% 1.4% 7.3%

Volatility
VIX 16.25         38.12 -2.6% -17.9% -28.6% 65.1% -45.8%
VSTOXX 16.11         40.77 -0.4% -8.2% -31.0% 67.5% -41.5%

Commodities
Commodities (CRB) 515.3         n.a. 0.8% 3.8% 16.1% 10.5% -1.9%
Gold (Troy Ounce) 1 779          60.56 2.7% 2.0% -6.3% 24.9% 18.3%
Oil (WTI, Barrel) 63.13         56.93 5.8% -2.6% 30.1% -20.5% 34.5%
Oil (Brent, Barrel) 66.24         57.59 6.2% -2.4% 30.0% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 91.498       40.06 -0.7% -0.5% 1.7% -6.7% 0.2%
EUR 1.1979       58.32 0.6% 0.6% -1.9% 9.7% -2.2%
JPY 108.48       56.82 0.8% 0.4% -4.8% 5.3% 0.9%
GBP 1.3843       53.69 0.7% -0.2% 1.3% 2.8% 3.9%
AUD 0.7742       57.36 1.6% 0.0% 0.6% 9.5% -0.4%
CAD 1.2506       56.23 0.5% 0.0% 1.8% 1.8% 5.0%
CHF 0.9199       58.66 0.3% 1.0% -3.8% 9.8% 1.4%
CNY 6.5160       55.33 0.5% -0.1% 0.2% 6.7% -1.2%
MXN 19.894       67.47 1.3% 3.1% 0.1% -4.9% 3.8%
EM (Emerging Index) 1 711.5      58.17 0.6% 0.0% -0.5% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER OF LIABILITY 

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investments are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness , accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning r isks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 

 


