
Private Equity in Asia
Powering the global growth engine



Private Equity & Asia:  
Global opportunity meets best-
in-class execution

Private equity in Asia-Pacific combines one of the most effective investment strategies  — 
professionally managed buyout funds — and the world’s fastest-growing region. The Asia-Pacific 
private equity industry has more than doubled in size over the last decade and still has considerable 
room for growth: Asia will represent more than 50% of global GDP in the next two decades.

From the behemoths of India, China and Japan to innovation hotbeds like Singapore, South Korea 
and Taiwan, and rapidly rising challengers such as Vietnam and Indonesia, Asian economies embody 
the key trends driving global growth. From the rise of a new middle class to mass adoption of digital 
services, the world’s demographic and technological tailwinds are blowing strongest in Asia.

The trends driving rapid economic, demographic and digital growth 
across Asia

How private equity fund managers are participating in the Asian growth 
story 

The opportunity for individual investors to access these trends
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At present, Asia-Pacific represents just 25% of the global 
private equity industry. Compared with the size of the 
region’s economy, private equity still has a vast green pasture 
to work with before penetration — and competition over 
deals — catches up with levels in Europe and North America. 
This paper explores the factors that could accelerate the 
growth of private equity in Asia in the years ahead and create 
opportunities for investors, focussing on three themes:
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The Asian growth story
To understand Asia-Pacific as an investment territory, it is first 
necessary to appreciate the social, economic and demographic 
trends that underpin the region’s position as the world’s 
economic growth engine. These trends remain largely intact 
despite the effects of Covid-19 (Figure 1).

The impact of the pandemic has been dramatic, but it is unlikely to change the long-term direction of 
travel, as both developed and emerging Asian economies continue to reinforce and build their position 
among the world’s economic powerhouses. Asia, which accounted for approximately a third of global 
GDP at the turn of the century, is expected to represent a majority by 2040.2

Economic growth in Asia is underpinned by dramatic demographic tailwinds: A 2017 study estimated 
that, of the next billion people to join the global middle class, 88% will live in Asia.3 Those upwardly 
mobile people will also be especially young, with six times as many millennials living in Asia as the US 
and Europe combined. By 2025, a quarter of people living in Asia-Pacific will be Gen Z (born after 1996): 
mobile natives, of whom a third spend more than six hours a day on mobile phones.4

This growing base of emerging consumers is powering the expansion of most of the world’s largest and 
most productive cities. By 2025, two-thirds of an expected 49 megacities — urban centers with more 
than 10 million residents  — will be in Asia. Shanghai, Beijing, Jakarta, Mumbai, Tokyo, Manila, Dhaka 
and other Asian megacities will by then contain more than 6% of the world’s population and contribute 
more than 9% of the world’s GDP.5

The Asian growth story also represents the next frontiers of the digital economy. An estimated 40% 
of the world’s internet users are based in just five Asian countries: China, India, Indonesia, Japan and 
Bangladesh.6 In e-commerce China is the global leader by far, with over $1.9tn of sales in 2019, almost 
55% of the global total.7 This year it is estimated that Asia-Pacific as a whole will be responsible for over 
62% of retail e-commerce, compared to North America’s 19%.8
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Figure 1: Resilient Growth Amid the Pandemic
While growth will slow markedly across Asian economies in 2020, forecasts estimate that it 
will also bounce back rapidly1
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10 Nikkei, ‘Asia is home to 50% of world’s fastest growing companies’ (May 2019)

Asia’s digital readiness is also evident in financial services. China and India are front-runners, with 87% of 
digitally active consumers having used a fintech service such as digital banking, investing, insurance and 
financial advice. Hong Kong, Singapore and South Korea, where 67% of their respective populations 
have begun using services offered by fintechs, are not far behind.9 In China, money transfer and payment 
apps are used by 95% of mobile users. This digital-by-default mentality is taking hold across Asia, as the 
emerging middle class of consumers and professionals move straight to mobile services, shaping the 
future direction of global industries from retail and banking to education and healthcare.

Those changing consumer behaviours underpin the extraordinary growth opportunity for corporate 
Asia. Last year was the first period in which there were more Chinese than American companies on the 
Fortune 500 list of the world’s biggest firms. Overall, Asian companies made up 41% of the Fortune 500 
in 2018, up from 25% in 2005.

Alongside a growing field of business giants, Asia is also home to many of the global growth leaders: 
Analysis by Nikkei has shown that 50% of listed companies whose valuations grew at least tenfold 
between 2009-2019 were from Asia, compared to just 14% each from the US and Europe.

This combination of economic and demographic growth, the proliferation of megacities, the leadership 
of digital trends and the prevalence of rapidly growing companies demonstrates why Asia is widely 
regarded as the emerging epicentre of the global economy. It follows that investment opportunities in 
Asia, while hardly a new phenomenon, have a potentially extraordinary future ahead of them. Investors 
who are not taking account of Asia’s rising leadership risk missing one of the most important economic 
stories of coming decades.
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Funds on the move: Asian private 
equity in practice
In line with overall economic growth, the private equity market 
has been expanding rapidly in Asia-Pacific over the last decade: 
The region now represents a quarter of the global private equity 
industry, with over $1tn of assets under management (Figure 2).
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Asian markets attract private equity funds because of a combination of the favourable economic and 
demographic trends discussed above but also a number of specific factors that create the opportunity 
to add and realise value. These include:

i) Consumption upgrades

Asia’s fast-growing middle class and significant millennial population (58% of the global total), represent 
a substantial opportunity for companies to take advantage of new consumer needs and expectations. 
A decade ago, North America and Europe accounted for 64% of global middle-class consumption. By 
2030 that share will decrease by more than half, and Asia will represent close to 60%.11

The explanation comes from rapidly maturing consumer markets of China and India but also growth 
in southeast Asia. The ASEAN countries – an association of 10 Southeast Asian nations that includes 
countries like Laos, Vietnam, Malaysia, Singapore, Philippines, Cambodia, Indonesia and Myanmar – 
are expected to be the source of 140 million new consumers over the next decade and will see the 
number of high and upper-middle income households almost double, from 30 million in 2019 to 57 
million by 2030.12

From the perspective of value creation, it is important to note how relatively untapped many of these 
emerging consumer opportunities still are. To take just one example, modern grocery formats, like 
supermarkets and hypermarket, have been growing rapidly but still account for only 23% of the market 
in Southeast Asia and a mere 3% in India.13 Asia is expected to account for 44% of total sales growth 
in the grocery sector through 2023.14

2010 ‘14‘12 ‘16‘11 ‘15‘13 ‘17 ‘18 H1 ‘19
0 0

20 1.0

10 0.5

30% 1.5

Share of global private equity assets 
under management in Asia-Pacific

Total private equity assets under 
management in Asia-Pacific ($ trillion)

Sources: Preqin, Dealogic, as reported in Bain & Company, ‘Asia-Pacific Private Equity Report 2020.’

Figure 2: Private equity assets under management in Asia-Pacific
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The digital opportunity with Asian consumers is also significant and likely accelerating with Covid-19. A 
survey across Southeast Asia found that 45% of consumers have increased online grocery shopping 
during the pandemic, and 84% have tried new apps that they are likely to continue using. These 
consumer tides are fundamental to the value creation potential of companies in Asia across a whole 
range of sectors, from consumer goods and telecoms to healthcare, education and financial services.

ii) Technology and digital transformation

Alongside rapid demographic change, the digitisation of Asian economies is perhaps the most important 
trend. In Southeast Asia alone, the internet economy was worth over $100bn last year and is expected 
to triple in size again by 2025. In Indonesia and Vietnam, the digital economy is growing at an annualised 
rate of over 40%.

Digital payments, e-commerce and ride hailing are among the verticals driving rapid growth and fuelling 
the rise of ‘super apps’ such as Grab, following in the footsteps of Tencent’s WeChat, and the ubiquity 
of Alibaba across payments and online shopping in China.

For private equity funds, a major opportunity in this area is the digital transformation and value of 
technology investments at longstanding Asian corporates, especially the family- or state-owned 
conglomerates that dominate much of the region. Facebook’s recent investment into Jio, India’s largest 
telecoms network, demonstrates the potential in this area. As a subsidiary of Reliance Industries, India’s 
largest public company, Jio built the largest user base of any Indian telco within just three years of being 
created. 

That success story is just one example of the digital transformation that is underway at scale within 
corporate Asia: Spending in this area topped $375bn in Asia-Pacific last year and is expected to 
continue growing at a compound annual growth rate of over 17% through 2022.17 To capitalise on these 
dynamics, private equity funds in Asia-Pacific have a growing focus on technologies including software 
as a service (SaaS), other B2B online services and e-commerce (Figure 3).

iii) Economic restructuring

The balance between heritage and innovation is fundamental to value creation in Asian economies. In 
markets where the digital consumer base is skyrocketing, traditional companies have a considerable 
opportunity to leverage their capital and infrastructure if they embrace new ways of working. As US and 
European holding companies did during the 1980s and 1990s, many Asian conglomerates are now 
looking to grow through specialisation, divesting non-core businesses to benefit from more singular 
industry focus.

First-generation technologies Next-generation technologies

Software as a service (SaaS) 75%
B2B-focussed Internet and online services 53%

IT services 52%
E-commerce 52%

Cross-sector tech 51%
Other B2C Internet and online services 42%

Tech infrastructure 35%
Artificial intelligence/machine learning 33%

Traditional software (non-SaaS) 23%
Network equipment 21%

Semiconductors and components 15%

Source: Bain Asia-Pacific private equity survey, 2020 (n=175). Bain defines next-generation technologies as those involving cloud 
computing, artificial intelligence, or industry-redefining breakthroughs like fintech or health tech.

Figure 3: How Asia-Pacific PE funds plan to invest in technology over the next 5 years

17 IDC, ‘IDC Expects Asia/Pacific* Digital Transformation Spending to Reach Nearly USD 375.8 Billion in 2019’ (June 2019)
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That is where private equity, with an established playbook for optimising management, processes and 
capital allocation, is ideally placed to create value. Whether acquiring part of a conglomerate that can be 
run independently with support from a veteran management team, helping family businesses to manage 
leadership succession planning or supporting international growth as companies seek pan-Asian or 
global opportunities, private equity funds are well placed to participate in Corporate Asia’s economic 
restructuring and build value for investors in the process.

The investment opportunities in Asia’s fast-growing economies are self-evident. But in a varied business 
landscape it is not necessarily straightforward to participate in them. A 2019 survey of institutional 
investors found that 43% perceived ‘complexity’ as a challenge of investing in private assets in Asia, 
compared with 34% who said the same about Europe, North America and Latin America.18

In this environment, private equity funds have the skills required: from the networks that are needed 
to surface opportunities; to the local knowledge that allows fund managers to work effectively with 
management teams; and the global expertise about how companies and deals should be structured 
to create value. In complex but opportune Asian markets, private equity is a growing and increasingly 
influential force.

18 Schroders, ‘Institutional Investor Study 2019: Private Assets’ (May 2019), p.8
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Where you come in: Private 
investors & Asian private equity
With Asian economies set to account for a majority of global GDP by 
2040, many individual investors will find themselves under-allocated. 
across these markets.

3
As investors consider how to build their exposure to Asian opportunities, they might consider that private 
equity has proven its worth as a vehicle to access Asian markets, comfortably outperforming the public-
market benchmark on a 1-, 5-, 10-, and 20-year horizon (Figure 4). The net internal rate of return for private 
equity investments has been steadily around 12%, with room to run, given that funds expect to be able to 
deliver 16% on average (Figure 5).19

11%

5%

13%

7%

11%

5%
7%

-1%

1 5
Investment horizon (years)

10 20

Figure 4: Asia-Pacific private equity vs. public markets
End-to-end pooled net internal rate of return (as of June 2019)

Asia-Pacific buyout 
and growth funds

MSCI Asia-Pacific 
mPME

19  Bain & Company, ‘Asia-Pacific Private Equity Report 2020’ (March 2020)

0 0
‘14 ‘05 ‘06 ‘07 ‘09‘08 ‘10 ‘11 ‘12 ‘13 ‘14 ‘15 ‘16‘15 ‘16 ‘17 ‘18 ‘19

16%: Most LP’s expectations for emerging Asia

16%+: Expectations for 
emerging Asia

Stabilised IRR Projected IRR

Vintage year

5 5

10 10

15 15

20 20

25% 25%

Median 
funds

Median 
funds

Third-quartile 
funds

Third-quartile 
funds

Top-quartile 
funds

Top-quartile 
funds

Net internal rate of return for Asia-Pacific–
focussed funds, all vintages

Net internal rate of return, by vintage

Notes: IRR data as of year-end, except 2019, which is based on the latest available data (mostly June or September 2019). Includes 
Asia-Pacific-focused funds where there is IRR data. Vintage refers to year of initial investment. Excludes real estate, infrastructure, 
and funds with no/null value; stabilised value attempts to capture an accurate snapshot of realised returns at mature funds, without 
distortions from outlier values resulting in part from partially realised investments. 
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Figure 5: Internal rate of return for Asia-Pacific private equity funds 
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These returns, driven by the trends mentioned above, are also supported by the growth of the public 
markets in Asia, providing more opportunity for private equity investors to realise value at exit. Key 
indicators suggest a favorable trend for Asia compared to the US and EU. For example, as compared to 
2000-08, both the amount of capital raised and new public listings fell in the US and EU during 2009-18, 
while those figures rose in Asia during that same time frame. Asian companies raised $67bn compared 
to $46bn in the prior period (Figure 6).20

Through Asia-Pacific–focussed private equity funds, investors stand to gain access to:

• The world’s biggest economic and demographic growth story

• The leading markets for digital disruption and innovation, meeting the needs of hundreds of 
millions of emerging consumers

• Diversification for portfolios that may be overweight in North American and European assets

The strategy for private equity to create value is much the same in Asia-Pacific as the rest of the 
world: Funds bring to bear a surgical focus on operational excellence, implementing proven strategies 
and strucutres from a well-tested playbook; and they do so with superior access to capital to finance 
acquisitions and improvements.

The private equity playbook fits especially well within the Asian landscape, where not only are the long-
term economic fundamentals more favourable than in mature markets, but arguably the runway for 
growth, improvement and value creation is better – with a supply of companies that in many cases have 
further to go in terms of digital transformation and management effectiveness.

While the immediate economic circumstances are challenging, investors in Asia-Pacific–based private 
equity have many reasons to be optimistic in the medium and long term. Both the category and 
underlying markets are much nearer the beginning than the end of an era of potentially explosive growth.

20 OECD, ‘OECD Equity Market Review: Asia 2019’, p.9

Notes: Adjusted for inflation
Source: Organisation for Economic Co-operation and Development, ‘OECD Equity Market Review: Asia 2019.’

Figure 6: Change in IPO numbers and capital raised, 2000-08 vs. 2009-18
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Disclaimer

Moonfare is a technology platform that enables individuals and their advisors to invest in top-tier 
private equity funds. Moonfare does not make investment recommendations and no communication, 
in this publication or in any other medium should be construed as a recommendation for any 
security offered on or off its investment platform. Alternative investments in private placements, and 
private equity investments via feeder funds in particular, are speculative and involve a high degree 
of risk and those investors who cannot afford to lose their entire investment should not invest. The 
value of an investment may go down as well as up and investors may not get back their money 
originally invested. An investment in a fund or investment vehicle is not the same as a deposit with 
a banking institution. Please refer to the respective fund documentation for details about potential 
risks, charges and expenses. Investments in private equity are highly illiquid and those investors who 
cannot hold an investment for the long term (at least 10 years) should not invest. Past performance 
information contained in this document is not an indication of future performance. Actual events 
and circumstances are difficult or impossible to predict and will differ from assumptions. Forward-
Looking Information must not be construed as an indication of future results and are included 
for discussion purposes only. Forward-Looking Information is calculated based on a number of 
subjective assumptions and estimates dependent on the type of investment concerned. There can 
be no assurance that private equity will achieve comparable results or be able to avoid losses. The 
performance of each private equity investment may vary substantially over time and may not achieve 
its target returns.

About Us

Moonfare is a private equity and alternatives investment platform focused on providing qualified 
professional investors access to top-tier funds. Whilst these asset classes have traditionally only been 
within reach of institutional investors, Moonfare’s deep private equity experience and due diligence 
process, coupled with platform-driven onboarding and subscription, enables qualified professional 
investors to access funds with the potential for significant returns. Headquartered in Berlin, Moonfare 
currently accepts investors in the UK, Germany, Luxembourg, Switzerland, and Hong Kong.



Moonfare Germany | Karl-Liebknecht-Str. 34, 10178 Berlin
team@moonfare.com

www.moonfare.com


