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While 2020 was a year of challenges 
and contradictions in the Asian 
private equity (“PE”) market, it was 
predicted that 2021 would be a year 
of improvement. With China being 
“the first country to lock down and 
the first to recover”1, and other 
regional jurisdictions looking towards 
the imminent availability of Covid-19 
vaccines, at the close of 2020, 
Walkers Asia Private Equity Survey 
Report 2020 (“2020 Report”) found 
over 80% of respondents in the 
region were generally optimistic about 
the year ahead2. 

So was the optimism justified? What has changed? And 
where is the industry now?

For the second year running, Walkers reached out to the PE 
funds industry in Asia and asked our clients, colleagues at 

1  Bain & Company, Asia-Pacific Private Equity Report 2021 p3
2  Walkers Asia Private Equity Survey Report 2020

service providers and other related market contacts to share 
their insights through a short survey. 

Over half of the surveyed population consisted of PE fund 
managers. Lawyers specialising in PE represented one third 
of respondents, with the remainder of the data coming 
from industry service providers (such as administrators  
and investors). 

The respondents were based across the Asia Pacific region 
with the majority based in Hong Kong SAR (“Hong Kong”), 
and others spread throughout Japan, the People’s Republic 
of China (“PRC”) and Singapore. As with the 2020 
Report, the data included input from a small number of 
respondents based in Australia, but this year, we expanded 
the surveyed population by adding clients and contacts of 
our Dubai office to add a Middle Eastern perspective to the 
data set.

This report will focus on the views of PE fund managers 
and their onshore counsel that assist them in structuring 
and launching their funds. But just as the PE industry in the 
region is multi-faceted and diverse, so too is the resultant 
data. So where appropriate we have tried to identify 
themes and trends not only across the industry, but across 
geographical areas, funds sizes and types. The results reveal 
a mixture of consistency and change over time, and we 
hope you will find it interesting.

Introduction
About This Survey

https://www.walkersglobal.com/images/Publications/Publications/2021/Walkers_Asia_PE_Survey_2020_Report_FINAL.pdf 
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Key Themes / Executive Summary

Partnerships remain the dominant vehicle choice for 
PE funds preferred by 79% of managers. This is true 
throughout the region. However, companies appear 
relatively frequently in the stables of UAE based managers 
(who are 5 times more likely than their HK counterparts, for 
example, to prefer a company).

As was the case in 2020, in response to the question of 
where to domicile and how to structure a PE fund, both 
jurisdiction and vehicle type must have a track record of 
successful application coupled with investor trust and 
familiarity in order to be broadly adopted.

The expertise of service providers and their ability to service 
the chosen structure has jumped in importance. 38% of 
managers now regard this as a key driver in selecting a 
structure (up from 25%) making this consideration over six 
times more important than cost, according to our data.

“Onshorisation” does not seem to have taken hold in the 
way some had predicted. The number of service providers 
that reported that Hong Kong vehicles were favoured in 
practice sat at only 1%, with Singapore sitting at 4%. The 
Cayman Islands remains the most popular jurisdiction in the 
world for PE, with a steady 68% of global PE AUM invested 
there based on the Securities and Exchange Commission 
(“SEC”) data. Singapore retains its place as the heir to the 
throne if Cayman were not available with almost double 
the number of supporters as Hong Kong.

The key hurdle to using an alternative jurisdiction other 
than Cayman was, first and foremost, investor familiarity. 
Lack of clarity around tax, regulation and case law 
combined to be the second most prominent concern.  

US Investors remain a key source of capital (relied on by 
51% of funds regionally, with US institutions and pension 
funds being the most important investor type within 
that sub set, regionally). Over 75% of Hong Kong and 
Singapore managed funds look to the US when raising 
funds. However, the region seems to have pivoted slightly 
to Europe when looking for investor cheques.

Fees and carry were not fought over as much in 2021 as 
in 2020. However voting and control rights as well as co-
investment rights became much more heavily negotiated.

Legal fees continue to be the most expensive compliance 
cost for managers. However there was a two fold increase 
in the number of respondents who reported ongoing tax 
compliance and returns as their highest cost. This recurring 
line item seems to be becoming more expensive.

Technology dethroned healthcare as the sector perceived as 
presenting the greatest opportunities for 2022.

The PRC was the clear favourite among respondents as the 
land of opportunity for PE going forward. However, there 
was an increase in optimism in relation to investing in the 
US and Europe, with both regions growing in preference by 
about 50%.

The overall outlook for 2022 is positive. And a general sense 
of optimism seems to be becoming more entrenched, with 
a shift from “guarded optimism” to people becoming “very 
optimistic” about the future of the PE industry in Asia.

Structures from the Top Down

As with last year, our line of inquiry started with the same 
question that is asked at the outset of many private equity 
fund projects: “what is the most suitable vehicle type for 
the main fund vehicle?” 

Limited partnerships were essentially designed to be 
vehicle for use as private equity funds, with many of 
the statutes governing these vehicles either amended 
or drafted to facilitate the operation of the industry. As 
such, unsurprisingly, they remain the clear structure of 
choice for PE managers with 79% of managers thinking of 
partnerships as the most suitable vehicle. This represents a 
4% drop from the results in the 2020 Report.

Corporate vehicles were the second most popular vehicle 
for the second year running, gaining, popularity with 
managers generally, but favoured by 35% of managers in 
the UAE (which explain the slight decline in the margin of 
dominance of partnerships as the preferred vehicle overall). 

Limited liability companies (“LLCs”) had all but been 
overlooked by our survey population in 2020. However, in 
2021, 4 times as many managers as the year prior looked 
to LLCs, particularly where lower AUMs were anticipated. 
Whether this reflects a delayed and broad realisation 
that this vehicle, conceived specifically for the investment 
funds industry and which provides a less expensive and 
flexible alternative to a partnership, will continue to rise in 
popularity remains to be seen. However, if our findings in 
relation to barriers to using alternative vehicle types prove 
accurate (see below), it seems unlikely that alternative 
vehicle types like LLCs, or competitor products from 
other jurisdictions will gain wide acceptance absent an 
extraneous driver. 

In this relation, one theme which emerges from our data 
each year is that both structure and jurisdiction must have a 
track record of successful application coupled with investor 
trust and familiarity in order to be broadly adopted. 

Unsurprisingly, for the second year running the 
predominant reason for choosing a structure was “investor 
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familiarity”. Managers and service providers alike 
concluded that achieving trust and confidence from 
investors was the primary factor in setting up the vehicle 
type best suited for a successful launch. However, the 
import of this factor has dwindled in the year since our 
last survey (from 57% to 43%).

Rather, there was a swing towards regarding the expertise 
and understanding of the vehicle (among internal teams 
and service providers), with 38% of managers regarding 
this as the key factor in vehicle choice (up from 25% the 
prior year). From a boots-on-the-ground perspective, we 
were unsurprised by this. One thing that has characterised 
deal flow during the pandemic is an increased emphasis 
on responsiveness and the ability to execute transactions 
within compressed timetables. This is only possible where 
the people staffed to the deal are experts, and can on 
board and operate the chosen vehicle type seamlessly.

Although proponents of alternative structures will often cite 
“lower costs” as a reason to gamble on a new vehicle type 
(or even jurisdiction choice – refer below), the above data 
indicates that such arguments are unlikely to resonate with 
managers or investors, who clearly place a higher value on 
the familiarity, predictability, and availability of practised, 
professional support. LLCs and Hong Kong Limited 
Partnership Fund (“HKLPF”), for example, may be a few 
hundred dollars cheaper to register than a Cayman Islands 
exempted limited partnership, but for a large majority of 
managers or investors, this is not a relevant consideration.

Holding that assertion up against the data, in our 2020 
Report only 8% of respondents saw cost as the most 
important factor in choosing a structure. A year later, 
this already low number has dropped by 25% (to a fairly 
immaterial 6%). So what is the message here? Maximising 
IRR and managing down total expense ratios will always be 
important, and minimising cost is a mathematical part of 
that equation. However, the market seems to acknowledge 
that minor cost savings are quickly outweighed by ensuring 
you can attract investors by providing them with a structure 
they know and can trust.

Along the same theme, if it is generally accepted that the 
low rate of adoption of LLCs is due to a lack of investor 
trust and potentially a lack of experience with this vehicle 
among lawyers and service providers (rather than a failure 
in its theoretical fitness for purpose), this may also explain 
the lacklustre adoption of certain other new structures: the 
data suggests that investors simply won’t take a gamble on 
a structure that has no track record. 

And familiarity is not simply a question of the number of 
vehicles of a particular form that have been incorporated or 
registered. The data also indicates that, for a structure to be 
preferable, it must have shown itself to have a strong use-
case as a PE or venture capital fund vehicle.

Last year we reported that although trusts were the 
go-to structure for open ended funds in Japan, only 7% 
of lawyers regarded trusts as the better structure for PE 
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funds. In 2021 this number slipped to 2% with not a single 
Japan based manager considering a trust to be useful as a 
collective investment vehicle for PE. The takeaway: lawyers, 
managers and service providers can be familiar with a 
particular form of entity, but unless the market is used to 
using it for PE, that entity type is unlikely to gain traction.

This data point is also instructive in relation to a high level 
analysis of the Japan PE market generally. We do still see 
trusts used in Japan as “fund of one” vehicles for private 
investments and in the PE fund-of-funds space. This has 
emerged as, predominantly, a matter of institutional 
preference for a small number of large players in the Tokyo 
market. However, the inflexibility of trust structures and 
their governance when compared to the alternatives will 
in our view, mean that it will never be adopted broadly 
for collective investment schemes. Walkers funds partner 
Thomas Granger, a veteran of the Japan funds market, 
notes that, “As we witness continued international and 
institutional investor interest in the Japanese private 
equity market, we have also seen the continued trend 
of managers more closely aligning with internal norms 
around fund terms. Tokyo-based PE managers are now 
very familiar with investor demands around MFNs, excuse, 
and information – you see it in side letter terms. And these 
demands simply cannot be adequately satisfied using a 
trust where trustees have a fiduciary obligation to treat all 
investors equally”.

Location! Location! Location?

The close of 2020 saw a lot of discussion around fund 
domicile choice and the possibility of “onshorisation”, 
driven by the regional jurisdictional competition between 
Singapore (including its variable capital company (“VCC”)) 
and Hong Kong (through its then newly-released HKLPFs). 

Whilst it is true that over 300 HKLPFs were formed in the 
15 or so months since the introduction of the vehicle, 
we have not seen an overwhelming trend towards using 
onshore jurisdictions in the PE space. The survey results 
support that finding.

94% of managers used Cayman Islands as the predominant 
vehicles for their funds in 2020 based on our data. In 2021 
this figure had moved to 92%. But the movement was 
a result of a swing towards Singapore which the survey 
indicates now garners 5% of the market.

Interestingly, although many onshore service providers have 
heavily promoted the use of HKLPFs and VCCs, the number 
of service providers that reported that Hong Kong vehicles 
were favoured in practice sat at only 1%, with Singapore 
taking 4% of the votes.

Anecdotally, we understand that this is due to the use-
case for these vehicle types. HKLPFs seem to have found 
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a niche as a vehicle for locally or PRC-based sponsors 
where the investment targets are also local, and there is 
no aspiration of attracting foreign capital. Certain state-
owned enterprises and PRC-based financial institutions 
have been the key users of the product alongside local high 
net worth sponsors. Similarly, VCCs are popular with the 
start-up managers in Singapore, facing Singapore investors, 
and taking advantage of the subsidies provided by the 
government to offset the launch cost burden. However, the 
use of these vehicles to raise funds with overseas investors 
has been very muted.

As with the 2020 Report, we note that there should be a 
level of sample bias connected with the survey respondents 
owing to our role as an offshore law firm providing Cayman 
Islands, BVI and Bermuda law advice in the region.

However, once again it is worth noting that the US SEC 
reported that for 2021, 68% (by AUM) of all PE funds 
outside of the US were formed in the Cayman Islands. This 
is consistent with the 2020 figures, indicating no change 
or shift in fund domicile choice for PE managers.. As such, 

Cayman retains its position as the most popular jurisdiction 
in the world for private equity. The changes in rankings 
based on SEC data sees the UK moving from second place 
to third (dropping from a 5% share of global PE AUM to 
3%) being replaced by Canada. The UK’s bronze medal was 
shared with Bermuda, which increased its share of global 
PE AUM from 2% to 3%. “Other jurisdictions” dropped 
off slightly from 22% to 21% in total indicating that no 
onshore jurisdiction relevant to our survey has even a 2% 
share of global AUM. 

To explain this we asked “what is the main/most important 
reason for selecting this jurisdiction”. Once again, investor 
familiarity and preference was the top-ranked choice. 

However, it was not as significant a factor as in prior years. 
Whereas in the 2020 Report 58% of managers reported 

choice of jurisdiction was investor preference-driven, this 
dropped to 48% in 2021. Noteworthy here, however, 
is that investor familiarity and preference was the most 
important factor to PRC-based managers, 70% of whom 
reported this as a primary driver of fund domicile choice. 
Japan-based managers (60%), Singapore managers (56%) 
and Hong Kong managers (50%) seemed less concerned.

Interestingly, expertise and understanding by internal 
teams and service providers was important to 20% more 
managers in 2021 than the prior year. This indicates that 
managers are both uncertain of how to operate newer 
vehicle types and perhaps that service providers are less 
comfortable advising in the space, are unable to give 
definitive advice, or have difficulties with onboarding 
because of the nascent nature of new vehicle types.

The third most important factor considered in fund domicile 
was tax (dropping from second place in the 2020 Report). 
However, this drop was driven by respondents in the UAE 
(of whom only 36% considered tax a key priority) and Hong 
Kong, where only 27% of managers ranked tax as a key 

driver. This latter data point may be explained by the fact 
that PE funds tend to derive capital gains and, from the 
survey data, we can see that as many as 92% of investors of 
PE funds of Hong Kong managers are unlikely to be subject 
to tax on capital gains (for example because they are tax 
exempts or are, say, Hong Kong high net worth individuals).

PRC-based managers (60%), Singapore-based managers 
(67%) and Japan-based managers (60%) continue to 
regard tax as a core consideration in domicile selection for 
their funds.

Of note, tax was the most significant factor in jurisdiction 
choice for managers in the US$500 million to US$1 
billion AUM range (67%) and above US$1 billion AUM 
(47%). Managers responsible for these higher end AUMs 
indicated a propensity to attract US taxable investors and 
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US institutions, as well as European corporations as limited 
partners, and those investors tend to have complex tax 
compliance obligations and requirements. 

More interestingly, cost increased in importance as a 
consideration around fund domicile choice (moving from 
4% to 14% among managers). Given that there has 
not been a corresponding movement in the preferred 
jurisdiction away from Cayman, yet there seems to be 
additional cost sensitivity among respondents, it may be 
that managers perceive the recently introduced competitors 
to Cayman as potentially more expensive in the long run. 

For example, although the sticker-price for registering 
HKLPFs is lower than the fees paid to the Cayman 
government, using a Hong Kong vehicle necessitates 
additional tax costs, as well as additional tax compliance 
costs on an annual basis (because of the need to complete 
and file tax returns – a cost absent when using a tax neutral 
jurisdiction such as the Cayman Islands). Furthermore, the 
myth that Cayman vehicles require two sets of lawyers and 
therefore two sets of costs has now largely been debunked: 
managers seem to understand that there is no duplication 
of work (and therefore no duplication of fees) when using 
Cayman structures even though both Cayman and onshore 
legal teams are required. Rather, there are potentially 
efficiencies and economies of scale to be realised, given 
that the offshore firms have literally rolled out tens of 
thousands of funds in the last few years (with over 13,000 
private funds being registered with the Cayman Islands 
Monetary Authority). 

“I Could’ve Been a Contender”

In 2020, with the introduction of the HKLPF and increased 
usage of the VCC, we reported that Singapore was leading 
in the regional rivalry to unseat Cayman and Delaware as 
the world champions of fund domiciles. In 2020, 57% 
of managers reported Singapore should be regarded as 

Cayman’s key rival: more than twice the 25% of managers 
that reported they preferred Hong Kong.

One year later and although Hong Kong has garnered 
some amount of additional support (rising to 36%), almost 
all of that gain has been amongst Hong Kong based 
managers. The votes indicate that Singapore remains the 
most likely challenger at 52%.

What may come as a surprise is that managers and service 
providers alike are looking beyond the regional alternatives, 
to other jurisdictions. For example, the British Virgin 
Islands (“BVI”) nearly tripled the number of managers 
that consider it as a potential alternative to Cayman and 
Delaware (moving from 8% to 21%). This increase was, 
driven by PRC-based managers: 30% of whom considered 
it would be the top alternative. Anecdotally, we attribute 
this to a growing awareness of the lighter regulation 
that may be available in BVI. For example, in 2021 
Walkers have seen a surge in interest in the BVI approved 
manager regime, with many clients asking us to assist in 
incorporating these companies which can be registered if 
they have less than US$400 million in AUM.

Also interesting was that the Channel Islands went from zero 
to garnering attention from 12% of managers and 8% of 
overall survey respondents as an alternative jurisdiction.

But perhaps most interesting, Luxembourg (ranked by only 
8% of managers in 2020 as the biggest challenger to the 
incumbent) surged in popularity, with 37% of managers 
rating it as a key potential alternative. 

However, it should be noted that the apparently meteoric 
rise of Lux and emergence of the Channel Islands was 
driven by the inclusion of UAE based clients and managers 
in the surveyed population. Interest in Lux out of Asia is 
much more muted, and only a couple of Hong Kong and 
Singapore managers rated the Channel Islands of Jersey 
and Guernsey as competitive jurisdictions.
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The barriers to entry faced by jurisdictions introducing new 
vehicle types are obvious. Looking at the HKLPF and VCC, 
most would have been able to predict that the main hurdle 
to using such new vehicle types would have been a lack 
of familiarity and understanding among investors. Whilst 
this continues to be a concern, the significance of a lack 
of investor familiarity seems to have subsided a little given 
the year in building a track record (decreasing from 54% in 
2020 to 45% in 2021).

However, what may not have been predicted is that more 
than 50% more managers in 2021 consider cost and 
uncertainties around cost as being a bigger concern for the 
use of alternative vehicle, as compared to the prior year 
(30% in 2021 versus 19% in 2020). 

This appears to underscore that whilst highlighting 
potential savings on government fees may peak interest 

in rival products, a more detailed due diligence will often 
reveal that the new kid on the block is more expensive 
to launch and operate. In the case of the HKLPF, at least, 
the additional costs of ongoing tax compliance, returns 
and uncertainties around availability of exemptions would 
explain this trend.

 

“Show me the Money”

2020 and 2021 were, for a variety of reasons, challenging from 
a fund raising perspective. As will be shown below, fundraising 
was, and remains a key challenge to regional managers.

The inability to travel, meet investors, and conduct 
roadshows has, throughout the pandemic, been cited as 
one of the key reasons that fundraising has been hard. This 
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begs a related question: has this affected the sources of 
investor funds for managers in the region?

Well, yes, and no.

In 2020 the investor type most heavily relied on in the 
region was US institutions and pension funds, followed by 
family offices. However, with 79% of UAE based managers 
looking to family offices, family offices emerged, in 2021, 
as the most common investor type.

This data on the continued significance of the US to 
regional private equity is consistent with other findings in 
the survey. Less than 10% of managers and only 11% of 
respondents overall considered that geo-political issues 
involving the US would pose a challenge for the industry in 
the future. So although pockets of the media play up the 
perceived drama involving the US and regional jurisdictions, 

it seems the investment professionals are unperturbed by 
the hype.

High net worth individuals in the PRC, Hong Kong and 
other parts of Asia (ex Singapore) seemed to be the key 
targets for funds between US$25 million and US$500 
million, except in Japan, in respect of which Asia-based 
institutions and corporates are successfully targeted by 
80% of managers. This follows the trend from 2020.

Last year, 78% of funds with European institutional 
money had AUM in excess of $1 billion, with no manager 
with under US$25 million in AUM attracting European 

institutions to their cap tables. This was largely explained 
by the high costs of complying with European regulations 
around fundraising, including AIFMD which priced smaller 
managers out of the market. The phenomenon that only 
the largest of funds can attract European institutional 
funding remains intact in 2021, although a handful of 
survey respondents in the “US$100 million to US$500 
million AUM” bracket reported attracting European 
institutions money this year.

In another break from 2020 trends, last year 40% of 
the surveyed managers who raised funds from Europe 
were Singapore based. In 2021 there was much less 
concentration with Hong Kong based managers being 
just as successful as their Singaporean counterparts at 
attracting institutional Euros, with PRC-managed funds not 
far behind.

However, one trend continued unabated: smaller funds 
(under US$25m in AUM) tended to be focused on HNWs and 
family offices and more rarely attracted institutional money.

What is Being Negotiated

As the data referred to above indicates, cost was a bigger 
concern in 2020 than it was in 2021. This theme seems to 
have carried over into investor negotiations with managers. 
Whereas fees and carry were the runaway, most heavily 
negotiated term for managers last year (at 79%), in 2021, 
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general partner remuneration was the number one item 
for discussion for a materially lower 62% of respondents (a 
22% drop). 

Although the data indicates that costs are simply less 
important across the board in 2021, this is probably not 
a complete explanation of the data above. In our 2020 
Report we noted that we expected less negotiation in fees 
and carry in future years as the US trend of investors and 
managers working to create performance based reward 
strategies designed to more closely align their interests 
crossed the Pacific Ocean and gain broader acceptance. 

Furthermore, the data on this question measures relative 
importance of certain terms, as opposed to absolute 
significance. So what gained in importance as fees and 
carry became less of a concern? Voting and control rights 
doubled in their significance in investor negotiations (from 
11% to 22%), whilst co-investment rights became an 
increased point of focus (moving up the agenda for 43% 
of respondents from 32% the year before). This comes 
as no surprise. Over the last 3 to 4 years we have seen an 
increasing number of co-investment vehicle documents 
come across our desks, and as the J curve starts to turn 
for a number of those investments, and returns are being 

realised, we anticipate the appetite to be involved in co-
investment opportunities for high pedigree managers will 
remain strong into the foreseeable future.

Interestingly, compliance, tax and regulatory related terms 
fell in importance. Managers had reported that such items 
were ranked as the third most negotiated term in 2020 (at 
30%). However, in 2021, these highly technical clauses in 
side letters and partnership agreements were reported as 
significant for only 22% of managers. The explanation for 
this movement is less clear. One theory is that managers 
have started to better understand their investors, and 
particularly where an investor is re-upping, the manager will 
have pre-agreed arrangements to assist the investor meet its 
compliance and tax requirements. This contention is further 
supported by the fact that 2021 was a relatively stable year 
in terms of regulation in the PE space with relatively few big 
ticket changes that would require material negotiation.

The Cost of Compliance 

But relative stability in the compliance environment does 
not necessarily mean stability in the profile of compliance 
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costs. Managers were asked to comment on what was their 
highest ongoing compliance cost. Regionally, legal costs 
retained the top spot followed closely by regulatory and 
licensing costs (both with unchanged significance). 

However, the surprise here was that the cost of tax advice 
and tax returns doubled in its significance in Asia. More 
than twice as many managers in 2021 reported that tax 
advice and returns were their highest compliance costs 
(as compared to 2020). This was driven by respondent 
managers in Hong Kong who were far and away most 
concerned with tax compliance costs. 31% of Hong 
Kong managers reported tax compliance as their highest 
ongoing cost making it the most expensive item in 
the jurisdiction. This can be attributed to the relative 
complexity of ensuring that funds satisfy the various 
criteria for obtaining a tax exemption under the unified 
tax regime. The question therefore begs – is it not 
simpler and easier to use the tried and tested Cayman 
vehicles and ensure that they are efficiently managed and 
controlled in the traditional manner and negate the need 
for expensive compliance elsewhere.

Singapore managers and UAE-based managers were less 
concerned with tax, reporting that their key compliance 
expenses were regulatory and licensing fees (33% and 
36% respectively). Japan-based managers were equally 
concerned with legal fees and regulatory and licensing 
costs (40% each) whereas in the PRC, managers’ key 
compliance cost was their lawyers.

3  KPMG, Looking Ahead: Private Equity Trends for 2021 p10
4  Grant Thornton, Asia Private Equity Insights 2021 – Navigating through turbulence p8
5  Bain & Company, Asia-Pacific Private Equity Report 2021p9

Sectors of Opportunity

In a year of global vaccine roll-outs, that saw three 
companies complete the journey to space, and witnessed 
a highly publicised global conference on climate change 
which emphasised sustainable energy, it should come as 
no surprise that the three sectors perceived as creating the 
best opportunities for PE investment post-pandemic were 
technology (including crypto related) (58%), healthcare 
(45%) and pharmaceuticals (33%). Crypto and technology 
were particularly popular among Japanese and PRC based 
managers, 80% of whom rated the sector as opportune.

The optimism around technology is reflective of 2020 
data from other industry reports. According to KPMG, the 
leading sector for PE in the Asia region was technology, 
representing over 30% in total deal value3 with US$33 
billion in deals in the sector completed by Asian buy-out 
funds in quarters 1 to 3 of 20204. 

If you add the value of healthcare deals to the technology 
total, those sectors account for more than 50% of total 
Asia-Pacific deal value5. This was driven by pandemic 
related demand for online purchasing and payment 
systems, increased emphasis on digitally based business 
models, as well as health-tech. 

There was a marked division between how managers and 
non-managers perceived the opportunities in the healthcare 
sector: almost twice as many managers as non-managers 
considered healthcare would provide solid investment 
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opportunities into the future. Non-managers instead leaned 
towards the energy and clean energy sectors.

At the close of 2020 there was an expectation that 
distressed investments would be hot going forward. 
However, enthusiasm for this space has waned, reducing 
from 43% to 17% in the year with interest in the sector 
driven by managers with AUM under US$25 million (43% 
of whom favour the sector). We query whether this trend 
will continue next year. As Grant Thornton points out, “as 
companies are hanging on with limited support from banks 
and short term government assistance, there could be 
an influx of private equity capital searching for distressed 
opportunities when the support runs out”6. Add to this the 
potential fall out from the recent troubles affecting the likes 
of China Evergrande, distressed opportunities may become 
more popular in the near future.

Sectors that garnered little interest included transport, 
travel and real estate, perhaps reflecting the sentiment 
that air travel will continue to be difficult over the years 
to come. Further, with work from home becoming the 
new norm, it may be harder to realise strong returns in 
commercial property in the short to medium term.

6  Grant Thornton, Asia Private Equity Insights 2021 – Navigating through turbulence p5

Jurisdictions of Opportunity

So where are the biggest opportunities going forward? 
On this question managers and non-managers were, once 
again, broadly aligned. The survey results indicate there has 
been a notable shift from 2020 to 2021.

Whilst the PRC was the clear favourite in 2020 as a 
destination for capital at (63%) followed by South East 
Asia (52%), in 2021 the PRC’s rating slipped to 45% with 
South East Asia suffering a mild drop to 47%. The winners 
were the US (moving up from 28% to 42%) and Europe (at 
21% up from 14%). Last year we mused whether a change 
in the tenant in the White House may affect the level of 
optimism towards the US as an investment target. The 
numbers seem to support this assertion. 

The above shifts can be attributed, to some extent to the 
inclusion of UAE in the survey, with 19% of respondents 
considering the Middle East to present strong opportunities 
post-pandemic. However, all but two of the managers that 
favoured that region were based in the UAE.

However, UAE-based managers were not alone in showing 
enthusiasm for nearby markets. 85% of Hong Kong-based 
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managers favoured the PRC, 89% of Singapore-based 
managers favoured South East Asia while 80% of Japan-
based managers considered Japan presented the best 
opportunities. Unfortunately, we are unable to ascertain 
whether our survey respondents are fiercely patriotic (as the 
data may suggest), or whether their research in the regions 
they are closest to gives them strong reason for confidence.

To unravel this question, it is worth looking to third party 
research. According to Probitas Partners, the PRC remains 
the most popular geographic target for future investment 
(with 58% of investors considering it the most attractive7) 
with Japan taking home the silver medal in the year of its 
Olympics8. Preqin reported similar results with the PRC as 
the clear winner on the question of which emerging market 
will present the best opportunities for private equity9. 

Enthusiasm for investment in Latin America is slightly 
stronger this year. But with a movement from 2% to just 
4%, such enthusiasm for the continent among our survey 
respondents, at least, can best be described as lukewarm. 

7 Grant Thornton, Asia Private Equity Insights 2021 – Navigating through turbulence p8 citing Probitas Partners – 2021 Institutional 
Investors Private Equity Survey

8 Grant Thornton, Asia Private Equity Insights 2021 – Navigating through turbulence p8 citing Probitas Partners – 2021 Institutional 
Investors Private Equity Survey

9  Preqin, 2021 Preqin Global Private Equity & Venture Capital Report p26

Challenges 

With travel restrictions, lock downs, and working from 
home, many have felt like 2020, and to some extent 2021, 
was one long Groundhog Day. It is therefore unsurprising 
that in both those years, Covid-19 related issues ranked as 
the biggest challenge for our survey respondents. Although 
the percentage of our survey population that saw the 
pandemic as the key challenge for the year dropped from 
72% to 54% between 2020 and 2021, Hong Kongers, 
weary from travel restrictions and quarantine, and used to 
being able to jet out of the city at a moment’s notice, were 
very keen to point the finger at Coivd-19: 77% of Hong 
Kong based respondents indicating their displeasure with 
virus-related issues. 

Fund raising took second place for the second year running, 
being noted as key challenge for 33% of respondents (but 
with a higher proportion of PRC-based managers worried 
about raising capital, at 50%). Looking across fund sizes, 
smaller managers seemed to find fundraising harder than 
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larger and more established shops. 43% of managers with 
AUM under $25 million rated fundraising as their biggest 
challenge, with 55% of managers in the $25 million to 
US$100 million bracket clicking that box.

And there’s data to support this concern. Bain reported that 
the amount raised by Asia-Pacific focused funds that closed 
in 2020 had shrunk year-on-year from US$144 billion to 
US$90 billion. According to Preqin (which cited similar 
figures in its 2021 Global Private Equity & Venture Capital 
Report), one of the drivers for this was a slow exit market10, 
and not simply complications arising due to Covid-19.

On a relative basis, however, this performance did not 
seem particularly negative. According to KPMG, “Asia 
continues to outperform capital raising, setting new dry 

10  Preqin, 2021 Preqin Global Private Equity & Venture Capital Report p27
11  KPMG, Looking Ahead: Private Equity Trends for 2021 p 4
12  KPMG, Looking Ahead: Private Equity Trends for 2021 p 5
13  KPMG, Looking Ahead: Private Equity Trends for 2021 p 5
14  KPMG, Looking Ahead: Private Equity Trends for 2021 p5 citing Preqin data from 2021
15  Preqin, 2021 Preqin Global Private Equity & Venture Capital Report p27

powder records”11 with approximately US$476 billion in 
commitments to PE and VC at November 202012. This 
represented 25% of the global market13, but also carried on 
a trend that has seen an increase in Asia’s share of global dry 
powder increase every year for more than 5 straight years14 
and which Preqin predicts will result in Asia having PE assets 
under management above US$4 trillion by 202515.

Looking specifically at Japan, both Japan-based and Japan-
focused private equity funds actually increased the amount 
raised in 2020 year-on-year, even though the numbers of 
funds raised declined.

In addition, in 2021, the narrative seems to be positive not 
only comparatively, but in absolute terms. Capital raised by 
Asia-Pacific focused funds increased by 22% in H1 of 2021 
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(compared with the same period in 2020)16 resulting in 
approximately US$35.6 billion in new dry powder17.

With so much money chasing a limited universe of 
potential deals, it is little wonder that, according to Bain’s 
data, the top concern for general partners in 2021 was not 
raising funds, but high valuations18.

One other item that jumped out of the data this year was 
that there seemed to be more alignment in views between 
managers and service providers on what were the key 
issues in the market. One possible explanation for this may 
be that even though many continued to work remotely, 
particularly in the earlier part of 2021, lawyers and other 
service providers communicated and connected with their 
manager clients more closely. 

A cheeky alternative would be that everyone read our 
2020 Report and agreed with the findings. However, 
unfortunately, there is no evidence to support this. Rather, 
the fact that there is also consistent alignment among 
managers and service providers on the challenges to be 
faced going forward indicates otherwise.

Looking into 2022, the top concerns for managers and 
service providers alike were increased regulation and 
market volatility and a lack of stability. In relation to the 
latter point, this sentiment is echoed by Bain which found 
that, “recession and market turbulence took a toll on the 
private equity market, curtailing exits and fund raising. 
Secondary and trade exits became more difficult to do 
leaving a number of exits near a 10-year low”19.

Furthermore, PE trade sale exits in Asia-Pacific decreased in 
2020 and the aggregate value of such deals for the year sat 
at US$29.5 billion20 (representing a 24% decrease year-on-
year21) driven by travel restrictions and complications with 
in-person due diligence which truncated closing time tables.

Although trade sales were down, IPO activity was buoyant, 
“making up more than 60% of exits by value, almost 
double the previous five year average”22. In 2020 in Greater 
China, for example, the combination of the Hong Kong, 
Shenzhen and Shanghai stock exchanges produced IPO 
proceeds of US$118.7 billion (representing a 50% increase 

16  Private Equity International, Fundraising Report H1 2021
17  Private Equity International, Fundraising Report H1 2021
18  Bain & Company, Asia Pacific Private Equity Report 2021, page 13
19  Bain & Company, Asia-Pacific Private Equity Report 2021 p3
20  KPMG, Looking Ahead: Private Equity Trends for 2021 p9
21  Bain & Company, Asia-Pacific Private Equity Report 2021 p11
22  Bain & Company, Asia-Pacific Private Equity Report 2021 p11
23  KPMG, Looking Ahead: Private Equity Trends for 2021 2p9
24  Grant Thornton, Asia Private Equity Insights 2021 – Navigating through turbulence p14

of the amount produced by US exchanges)23. In Hong Kong 
alone, around US$51 billion was raised in IPOs representing 
a 28% annual increase24.

It is more difficult to explain the concern around increased 
regulation. The regulatory landscape in the Cayman 
Islands has been relatively stable through 2021, with no 
large reforms or changes to law after the introduction 
of the Private Funds Act in 2020, and no other major 
regulatory reforms on the horizon. By elimination, 
therefore, one can deduce that the perception of future 
challenges around regulation will be posed by onshore 
legislatures and regulators. 

This assertion is supported by the data point that the third 
ranked challenge for 2022 (for manager respondents) was 
found to be “rule and policy changes affecting the space 
(including in relation to exits and listings)”. 

Notwithstanding the data above in relation to fundraising, 
managers and lawyers alike see fundraising as continuing 
to be a challenge in 2022 (with 11% seeing this as the 
biggest hurdle to overcome next year). An equal number 
consider the geo-political issues involving the US to be 
a concern (as compared to the 3% that think any other 
geo-political issue is a cause for dismay). Again, this 
makes sense. Given the importance of US money to the 
fundraising market (as outlined above), and the level of 
anxiety generated by fundraising concerns, it is predictable 
that the ongoing rhetoric and hiccups in relations between 
the world’s largest two economies would give people a 
moment of pause. 

Looking Forward

In 2020 we reported that 80% of managers surveyed 
showed some degree of optimism (with 55% of them 
reporting “guarded optimism”). A year on, this sentiment 
has improved even further. The number of respondents that 
are “very optimistic” about the prospects for the regional 
PE industry into the coming year moved almost doubled 
from 19% to 37%, with two-thirds of respondents that 
had reported pessimism crossing the aisle into the optimists 



Walkers Asia and Middle East
Private Equity Survey Report - 2021

[15]

camp. By far the most optimistic bunch are managers with 
$25 million or less AUM, who are 100% united in their 
positive outlook. Managers in the US$25 million to US$100 
million bracket will need some convincing that 2022 will 
be a good year. But managers with AUM above US$100 
million seem to be consistently seeing the silver lining.

And the rest of the world seems to share the optimism for 
Asian PE. Our Global Fundamentals Report showed that in 
terms of geographical focus, the Asian share of the global 
PE funds market moved from 26% in 2020 to 35% in 
2021. Indeed according to Preqin, based on strengthening 
intraregional trade, the EU-China investment agreement, 
a growing middle class urbanization, and technological 

25  Preqin, 2021 Preqin Global Private Equity & Venture Capital Report p26

innovation and leadership, “Asia is private equity’s 
promised land”25. 

We look forward to reporting how that promise has been 
fulfilled in 2022.

Notes: Not all figures add up to 100% as a result of 
rounding percentages and excluding “N/A” responses. 
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Fund-level debt financing usage in 
Asia (and particularly the mainstay 
of the fund finance industry, the 
subscription line (or capital call) 
facility), has grown at a staggering 
pace over the last 10 years. This 
reflects the huge increase in the Asia 
private capital market and sees the 
Asia fund finance market confidently 
following in the footsteps of the 
massive US and European markets.

Many pages have been written by participants in the fund 
financing market about why Asia managers like to use (or 
should use) subscription line facilities.  

Do PE managers in the region share the same views? 

We thought we should ask them as part of our 2021  
PE survey.

How widely used are capital call 
facilities amongst managers in Asia?

Approximately one third of the managers surveyed said 
they already have a subscription line in place and intend to 
continue use such facilities for their funds. Another third 

Fund Financing
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took the opposite view; they do not use and do not intend 
to use subscription lines. The final third of respondents said 
that whilst they do not use a subscription line facility for 
their current fund, they intend to for their next or they are 
open to using one. 

Some managers commented that their investors do not 
allow them to use any fund level leverage.  For others, their 
smaller size or investor base may make it challenging for 
a financier to extend a subscription line (as opposed to a 
standard loan facility) to them.

Do these results come as a surprise? Not really.  If a third 
of funds use subscription lines and another third are likely 
to, or would consider, using them, then that’s a sizeable 
amount of lending activity in region and reflects what 
we’ve seen at the coalface of papering these deals for 
manager and lender clients in recent years.

This demand for subscription line facilities has resulted in 
more banks putting balance sheets to work in the market.  
But to say that more lender participation directly translates 
to more fund financing at all levels of the regional PE 
market would skew the picture somewhat.  

The growth in lender appetite is largely driven by 
opportunities for more banks to participate in US$1bn+ 
syndicated facilities to the large funds being raised by the 
region’s most established managers.  

For mid-size funds where a large group of lenders is not 
needed, there has also been an increase in supply, with 
lenders attracted by relatively strong risk-adjusted returns 
and the lure of cross selling other products to a manger 

likely to be doing some sizeable downstream transactions.  

As we’ve noted in the main 2021 report, larger regional 
funds continue to attract a lot of US and European 
institutional money.  This makes them more bankable.  For 
smaller funds and managers with a limited track records 
or with a less familiar investor base, mainstream financing 
options dry up somewhat, with many of the banks in the 
market requiring minimum loan sizes that don’t work for 
funds raising less than US$150m.  

There are one or two established and very active banks in 
the region that focus on smaller funds but we have yet to 
see non-bank lenders or boutique/specialist banks enter the 
market in any meaningful way to plug this gap in the same 
way as they have done in the US and Europe.   We still await 
any material activity in the market from Chinese banks.  

So whilst the supply of liquidity solutions has increased 
it has not been across all segments of the market and 
we would expect to see further growth in demand from 
smaller managers being met with increased supply, 
potentially from private credit.

Why do managers use subscription 
line facilities?

So why are funds using these facilities?  For performance 
enhancement (the effect on the J-curve and IRR) or for the 
administrative and operational benefits of bridging capital 
calls?  Well, the answer is probably a bit of both but in our 
survey we asked managers to pick the one main advantage 
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they perceive in have a subscription line facility.  Almost 
two thirds said the main advantage is allowing the fund to 
execute investments quickly without needing to call capital 
from LPs.  A quarter said it was the effect in IRR.  Less than 
10% cited using such facilities to leverage deals as the 
main advantage.

Bain & Company’s Asia Private Equity Report 2021 cited 
increased competition as the second biggest concern of 
GPs in 2021. Speed and certainty of execution is crucial in 
a very competitive market and subscription lines can help 
with this.  

Throughout the pandemic, liquidity has been common 
concern at fund and portfolio company level, as well as 
with some LPs.  We do not have data on this exact point 
but we expect that for any manager with a subscription line 
in place, such facility will have provided significant comfort 
over the last couple of years (and we have seen a lot of 
facilities being extended in tenor and amount, suggesting 
this is the case).  Such extensions have been used in order 
to smooth out capital calls to LPs and to finance follow-
on investments and administrative expenses.  In a slow 
exit market, as referred to in our main report and the Bain 
report, this would be a welcome comfort.

It’s all about pricing, isn’t it?

For lenders, fund financing is a relationship business.  And 
it’s a relatively low risk use of capital.  Building relationships 

with strong managers enables lenders to sell other liquidity 
solutions (GP and manager facilities, NAV based loans 
for more mature funds, loans to portfolio companies, 
for example) and banking products (such as hedging) 
throughout the life-cycle of the fund.  What about for 
managers? What attracts them to particular lenders?

Surprisingly, perhaps, pricing was not the number factor 
(it was the second most selected factor, however). Instead, 
and likely reassuringly for lenders, it was the ability of a 
lender to offer the flexibility in lending terms, including 
how borrowing base is calculated, that garnered the 
most votes from the surveyed managers.  The broader 
relationship with the lender and its ability to offer other 
products was the least selected specified factor, coming 
narrowly fourth after the ease of the onboarding process.

So for any lenders reading this it seems that if you can offer 
flexible terms at keen pricing, you are going to please a lot 
of managers.  

In conclusion, most managers use or are open to using 
subscription lines and there’s a growing number of lenders 
willing to make these facilities available in the region.  
Other managers don’t need fund financing solutions but 
the proportion that do means that market is destined to 
continue its consistent year-on-year growth.  Competition 
for deals is fierce amongst lenders, especially for loans to 
established managers and larger funds meaning lenders 
need to be more flexible in their terms to win mandates 
(ESG linked pricing is something we are seeing more often 
in fund finance deals).  We’ve seen a growing demand 
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from managers for alternative liquidity solutions as funds move through their life cycles.  This demand has been magnified by 
the challenges presented by the current market (exits, fund raising challenges, competition, succession etc.) and more lenders 
are adapting to provide solutions that can assist. It’s flexibility like this (and pricing, of course) that managers value.
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