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The days of heady dealmaking in the Gulf's nascent private equity 
industry have ground to a halt. Finding the capital to execute deals 
has become no easy task and the pace of investment has slumped, 
with much money now sitting on the sidelines. Although the large 
buyouts of the boom years have been suspended, many believe that 
the regional industry will emerge leaner but stronger, as only those 
"rms with proven ability to generate returns will survive.
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Bridging 
the gapL

ONDON'S private equity ®rms 
remain in the doldrums, suffer-
ing the hangover after a period 
in which a slew of buyout deals 
had driven the market to record 

levels. Surveys show that around half of 
the UK's private equity chiefs believe their 
investors will refuse to meet commitments 
to supply the cash for new deals at several 
high-pro®le buyout houses.

In the ®rst quarter of this year, only 90 
buyouts were completed and 86 in Q2, the 
lowest quarterly total since 1985, accord-
ing to the latest data from the Centre for 
Management Buyout Research.

Private equity investment in buyouts 
in the ®rst half of the year reached a 
disappointing £3.2 billion ($5.1 billion) ± 
around a quarter of the £12.5 billion in 
deals in the same period in 2008 and the 
lowest half yearly ®gure since 1995. 

The biggest UK private equity groups 
have entered a period of introspection. 
Jon Moulton, the guru of London's private 
equity scene, has resigned from his ®rm 
Alchemy Partners, while the leadership 
teams of the other leading buyout ®rms 
have all been overhauled, including 3i, 
Candover and BC Partners.  

Even Gulf sovereign wealth funds (SWFs) 
± de facto state-owned private equity 
vehicles ± appeared to have lost some of 
their traditional fondness for the UK.  

But the UK remains Europe's largest 
private equity market by value and volume 
and the lure of London has kept the SWFs 
beating a path to the capital's door, if not at 
the same level of previous years.

Qatar Holding (QH), an arm of Qatar 
Investment Authority (QIA), is this year 
focusing on retrenchment, announcing a 
six-month moratorium on acquisitions.

That has not stopped senior British of®cials 
from courting Gulf SWFs as actively as ever. 
Peter Mandelson, the business secretary 
and deputy prime minister, visited the Gulf 
in the summer to tap the SWFs for support. 
ªWe welcome sovereign wealth fund invest-
ments, unlike some other countries that are 
hesitant,º he said after meeting with fund 
chiefs in Abu Dhabi in early August. 

There are signs now that SWFs are regain-
ing some of their appetite for foreign deals, 
having pared back their acquisitions amid 
perceived increased market risk earlier in 
the year. 

The UK is looking to attract the largest 
slice of this pie, with real estate still the 
biggest draw. Overseas interest in property 
is increasing. In the ®rst half of the year, 
foreign investment in London property 
accounted for 40 per cent of transactions, 
compared with 31 per cent the previous 
year, according to ®gures from real estate 
advisor Savills. 

Oman Investment Fund (OIF) completed 
one of the year's largest deals in June, 
buying 75 per cent of Bishops Square, an 
of®ce development in the City of London 
for £445 million. OIF, like other SWFs on 
the prowl in London, was looking for a 
trophy asset offering high yields. 

Less trophy-worthy was a deal between 
the Channel Island-registered London & 
Stamford Properties, backed by Abu Dhabi 

Investment Council, to buy a 50 per cent 
stake in the Meadowhall Shopping Centre in 
Shef®eld for Dh 3.4 billion ($0.92 billion).

London & Stamford agreed in April to a 
£200 million joint venture with Abu Dhabi 
to buy property in the UK. The deal with the 
Abu Dhabi-owned Cavendish subsidiary, 
will nearly double the amount of equity 
that the real estate investment company 
can spend on UK property. Cavendish will 

Gulf investors have been 
subdued of late, but real 
estate in the British capital is 
still a favoured destination 
for Arab wealth

As sentiment picks up, 
Gulf SWFs are likely to 
be in competition for 
trophy assets in London

London Bridge, built in 1729, is near one of the locations for new Gulf investment
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provide up to £200 million of additional 
equity for new deals, which will be shared 
on a 80:20 basis with the equity raised by 
London & Stamford to make other property 
acquisitions.

As con®dence returns to the market, Gulf 
SWFs are likely to be in competition for 
trophy assets in London. Qatari Diar is 
committed to providing the majority of 
®nancing for the high-pro®le Shard of Glass 
building at London Bridge, designed by 
architect Renzo Piano. The building will 
be Europe's tallest and will cost up to £2 
billion. The Qatari group will not take an 
equity stake in the company, but will have 
a seat on the board. Announcing the deal, 
Qatari Diar af®rmed its conviction that 
London remains one of the most important 
real estate markets in the world.  

QH, meanwhile, is 
extending debt ®nance 
to part fund Songbird 
Estates' purchase of 
additional 8.45 per cent 
equity in the London's 
realty developer Canary 
Wharf Group (CWG). 
Songbird Estates 
invested £112.5 million 
in buying 54 million 
shares in CWG, which owns more than 
seven million square feet of London of®ce 
and retail space, including 16 of the 30 
of®ce towers in Canary Wharf.  

QH now aims to become the largest 
shareholder in Songbird Estates, owner of 
much of London's Canary Wharf of®ce 
complex, joining with China Investment 
Corporation to subscribe to £275 million in 
preference shares issued by Songbird. 

Not all Gulf-linked private equity business 
in the UK has been through SWFs. 
Gulf-based ®nancial institutions have also 
teamed up with British private equity 
groups this year, centering on ®nancial 
acquisitions. 

In June, Evans Randall, a privately-
owned UK investment banking and private 
equity group, joined with Al Salam Bank 
Bahrain, an Islamic ®nancial institution, 
to buy Milton Gate from UBS Global Asset 
Management ± a 200,000-square-feet of®ce 
investment in the City of London for £127 
million.

Michael Evans, chief executive of Evans 
Randall, a privately held investment 
banking and private equity group, said: 
ªWith attractive yields and interest rates 
in the UK at an historic low there are 
signi®cant bene®ts to acquiring this type 
of asset.º

Al Salam chief executive Yousif Taqi 

said the deal would enable its clients to 
bene®t from a high yielding product which 
also capitalises on the favourable market 
conditions in the City's real estate sector. 

Evans Randall has also formed a joint 
venture with National Bank of Abu Dhabi to 
invest in European real estate. The partners 
will each invest about £20 million in a 
fund that would provide mezzanine invest-
ments, primarily in the UK and Germany. 
The property fund plans to raise as much as 
$500 million from institutional and individ-
ual investors in the Gulf. 

The trend for Islamically structured 
Gulf-UK private equity link-ups has contin-
ued with a deal in July that saw HBG 
Holdings, a Gulf-based private equity 
investor and fund management business, 
announcing it would acquire strategic 
positions in companies listed on the London 
Stock Exchange's Alternative Investment 
Market (AIM).

HBG will invest from its Cayman-based 
HBG Special Opportunities Fund ± the 
®rst shariah-compliant private equity ®rm 
formed to target growth capital opportuni-
ties on AIM.

According to Zul® Hydari, group managing 
director of HBG Holdings: ªLondon is the 
world's leading global ®nancial centre with 
a deep pool of talent to support Islamic 
®nancial transactions. Given our strategy 
of creating specialist investment corridors 
between the Gulf and Britain, the HSOF 
platform will be pivotal to our plans in the 
years ahead.º

Although London's global reputation has 
received a battering in the past year, these 
deals suggest it still holds considerable 
allure for property speculators and ®nancial 
investors alike. When the buyout market 
eventually revives, Gulf investors are likely 
to be among the strongest participants. <

Gulf !nance is buying up substantial o"ce space in London's Canary Wharf

•  Peter Mandelson: 
Drumming up 
business


