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Introduction 5|5

There has been much discussion about how private equity, especially venture capital, may
instill vitality in Hong Kong’s economy since HKVCA in 2012 released a Brown Paper entitled
“Venture Capital, Private Equity and Hong Kong’s Entrepreneurial Businesses”.
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The preliminary findings provided original data on the venture capital and private equity
investments of Hong Kong companies following the global financial crisis in 2009. The
completed research paper will be published in the HKVCA’s first research journal later this
year.
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« The investments covered in this research refer to privately-negotiated investments by branded
investment institutions (i.e., not holding vehicles of individual investors) in companies that:

1. have substantial business operations in Hong Kong;
have their operating headquarters residing in Hong Kong, including those that have
relocated their operating headquarters to Hong Kong; or

3. are originated in Hong Kong but have relocated elsewhere.
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» This research release aims to serve the following purposes:

1. To show the trends in venture capital and private equity investments in Hong Kong
companies;

2. To identify the more active venture capital and private equity investors behind the
investments;

3. To highlight the various models which indicate how venture capital and private equity
have provided vitality to the Hong Kong economy.
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Hong Kong Venture Capital
Investment
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While far from reaching critical mass, the number
of venture deals within Hong Kong companies
reflects an encouraging up-trend. On an annualized
basis, 2014 is expected to significantly exceed the
previous years in terms of humber of consummated
venture deals in Hong Kong.
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The statistics exclude incubation funding by
government-related entities.

mET A ERBEBAEEREEENRIESE ME(EE

The recorded investment size ranges from
USS$30,000 to USS50 million per financing round.
We aim to assess the total value of investments in
our upcoming research paper.
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Venture Capital Investment -
Industry Breakdown
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Venture investments tend to be more opaque.
Grassroots open-source start-up profiling database,
StartBase.HK, helps narrow the information gap.
This will not only help increase the information flow
of the Hong Kong venture investment market; it may
reduce search cost and therefore encourage
investment in Hong Kong venture-stage companies.
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Venture investments since 2009 tend to concentrate
in the TMT sector.
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Most Active VC Investor(s)
oaiERIERES

No. of Deals

Venture Capital Firms BIZEEIREEZE REATH
Red Chapel Advisors 5
500 Startups
Arbor Ventures

Fresco Capital Advisors
Horizon Ventures
IDG Capital Partners
IPV Capital
Leitmotiv Private Equity
Mandra Capital

Mitsui & Co. Global Investment
TMI Ventures
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« The Hong Kong venture markets have attracted

investors from China (e.g. IDG, IPV), Japan (e.g.
Mitsui), Taiwan (TMI) and even the US (e.g. 500
Startups).
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What is more important, we have begun to witness a
re-emergence of home-grown venture firms that not
only demonstrate sophistication in  investing
regionally or globally, but also have an appetite for
domestic investment. Apart from the well-known
Horizons Ventures story, Arbor, Fresco, Leitmotiy,
Mandra and RedChapel are examples of new venture
firms established in Hong Kong within the last 5
years.
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2014 deal value was skewed by Temasek’s USS5.7 billion
privately-negotiated investment in AS Watson. Deal value in
the past 3 years has hovered between USS$1.2 billion and
US$1.8 billion.
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PIPEs were in vogue in 2010 and 2011 largely as a way to take
advantage of the value arbitrage between HKSE and an
overheated China private equity market.
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Private Equity Investment - Industry Breakdown
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PIPE - Industry Breakdown
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Most Active PE & PIPE Investor(s)
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Private Equity FAS18E

Carlyle Asia
AID Partners Capital
CLSA Capital Partners

CVC Asia Pacific
New Horizon
Partners Group

PIPE A ARELRERE
Carlyle Asia

Orchid Asia Group
Yunfeng Capital
L Capital Asia
RRJ Management
TPG Capital
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Despite its relatively small size, Hong Kong’s market
has been worthy of systematic sourcing for a few
notable global private equity franchises, including
CV(C, Permira and EQT; as well as regional outfits
such as CLSA Capital and (if less so recently) Navis.

EeEasmGHREREE/) BEEREANIRIKEFLS
H2E - BJ1ECVC ~ PermiraflEi#h - EEREEHEESE -
NERBSOANEEERARTDRER kAR EES
BExpih i ERENTS -

Hong Kong’s unique regional position in certain
industries also attracted the attention of sector
specific specialty private equity investors, such as
AID Partners in media and entertainment, and L
Capital in aspirational consumption.
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How VC/PE adds vitality to the Hong Kong economy:
BB ARIED

BIZE/TWSEEFIEEH

Model

Examples

the various models

1.

Building new industry specialties in Hong
Kong
REBEIMEGRF NESE

Arbor invested in Demyst and East Ventures
invested in Bindo in the FinTech start-up space
ERIR BB 1R E DemystAEast VentureiZ EBindo

DemystData bindo

2. Turning Hong Kong into a strategic command | Baring Asia moving international school operator
center Nord Anglia to Hong Kong; Ardian and Mandra g@
S|BEERATEREFRIBES PO investing in Glamor Sales ===
FE TN AR B RZIER Nord Anglia B 2D ET &8 NORD  GLAMOUR-SALES
Ardian 1 Mandra 12 E R B = EoucaTION
3. Paving the way for succession Providence in TVB; Navis in Hui Lau Shan
A FEAE Providence ¥ &TVB ; Navis UZFETEELL @ HEWN
HUI LAU SHAN
TVB
4. Partnering with entrepreneurs for growth EQT in Japan Home City, RRJ in KingKow -
BRI A ENE EQTUIH I AS, - RR) 1B SERIBEME =P8 I
JAPAN HOME CENTRE
B4 W B omE Kingkow
5. Fueling the entrepreneurial aspirations of CVC in Hong Kong Telecom Broadband Network & 7
an existing professional management team | CVCUiBE B EIE AN
YR AEREEEKEKRIFEXRENE HONG KONG
6. Partnering with large conglomerates to Temasek in AS Watson, CVC in Sun Hung Kai & Co., m
create a strategic corporate agenda Hopu investing in the takeover of Noble’s noble

mEAERRERE

agricultural commodity trading business
KEHRERERK - C(VOEEFNEEARAST - BAE
TEHAPRIERERERRSEM

MBRARTI
SUN HUNG KAI & CO. LIMITED

ock Code IREHRE - 86)
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Contact Us:

Website: www.hkvca.com.hk
Tel: (852) 2167 7518
Fax: (852) 2167 7530
E-mail: hkvca@hkvca.com.hk

Hong Kong Office Address:
Room 2001, Wilson House, 19-27
Wyndham Street, Central, Hong Kong
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