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The private equity market is falling from its record 
heights in 2021. The number of deals and IPO listings 
has decreased significantly during the first half of 
2022. A similar trend of decline has been observed on 
the public market, affected by an uncertain macro 
environment with increasing inflation and interest 
rates. 

However, a look into history and the three latest major 
financial crises indicates that now is the time for 
investors to be more active than ever.  Investments 
during downturns have historically generated superior 
returns, and 2023 may be the best investment 
opportunity in a decade.

Investors should not stay idle but rather be active and 
seize the window of opportunity for higher returns 
than their peers. In addition, active investors will also 
play an important role in supporting a struggling 
economy by injecting capital and expertise, not only 
helping companies to survive, but to come out even 
stronger on the other side. 

Patrik Svensson
Investment Analyst

Jakob Gudmundsson
Partner & Head of Value Creation
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The private equity market is idling
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The Private Equity (PE) market has slowed down 
significantly during 2022 from its record-breaking 
heights in the previous year. During the first half of 
2022, PE firms announced deals valued at a total of 
€488bn which represents a decline of 18% 
compared to the same period for the previous year. 
The decline in deal flow during the first half of 2022 
was primarily the result of a more uncertain macro 
environment followed by increasing inflation and 
interest rates. 

Exit opportunities by Initial Public Offerings (IPOs) 
have also decreased significantly. The global IPO 
value decreased with 73% to €91bn in the first half 
year of 2022 compared to the same period in 2021. 
Moreover, the global buyout-backed exit value 
decreased with 37% to €339bn in the first half year 
of 2022 compared to the same period last year.

M&A activities are falling from its record high in 2021

-18% Global PE deals declined by 
18% in H1 2022 compared 
to same period previous year

-73%
Global IPO value 
decreased by 73% in H1 
2022 compared to same 
period previous year

-37%
Global buyout-backed exit 
value decreased by 37% in 
H1 2022 compared to same 
period previous year

Both S&P 500 stock market index value and the 
global private equity deal count show signs of 
decline from a peak in 2021. The S&P 500 index 
value has decreased 25% from its peak last year.

Global IPO value decreased in 2022

Similar trends in S&P 500 and PE deal count
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In a declining economy, PE firms can play an 
important role of supporting the economy. By 
providing capital and expertise, they can support 
struggling companies to withstand the downturns 
and come out stronger on the other side. 

Historically, PE-backed companies have been more 
resilient to recessions than their peers. They tend to 
grow faster and capture more market share relative 
to stand alone competitors once the economy 
recovers. 

In addition to providing financial assistance by 
better access to equity and debt, PE firms can 
provide important support by offering access to 
their network and expertise not easily accessible by 
firms on a tight budget. This include insights on 
how to further improve operational efficiency, 
enhancing digital capabilities, as well as rightsizing 
operating model and support functions. 

Private equity can support companies in a downturn

Private equity backed companies are more resilient to recessions

Financial 
assistance

Industry and 
management 
expertise Support 

through 
network

Top 3 supportive areas by PE 
firms in downturns

2 1 3
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Investing in a downturn yield greater returns

Historically, abrupt increase in consumer prices or interest rates usually trigger a recession. By 
comparing the Global Financial Crisis of 2007-2008, the burst of the Dot-Com Bubble in the early 
2000’s and the recession following the Oil Crisis in the 1970’s, historical patterns have been identified to 
assess where we are in the current market trajectory.

The three latest major financial crises has lasted for 1-3 years

Historical patterns indicate that investments 
made during a downturn generally yield 
greater returns. An investment done in 
2001, the midst of the dot-com bubble,  
resulted in a 2.1x average investment 
multiple seven years after the investment, 
which can be compared to 1.6-1.7x if the 
investment were to be done 1-2 years later. 

A similar pattern is seen during the financial 
crisis in 2007-2008 where the average  
investment multiple seven years after the 
initial investment year proved to be the 
highest for investments done in 2008-2009, 
i.e. 1-2 years after the market peak in 2007.
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Investments during downturns yields greater returns
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Global Financial Crisis Dot-Com Bubble Oil Crisis

Favorable investment 
window during previous 

financial downturns

Investments during historical downturns 
proved to yield greater returns

Investment multiple 7 
years after investment 
during dot-com bubble Investment multiple 7 

years after investment 
during financial crisis

History suggests market to hit lowest point 1-3 years from its peak

Market peak
Market peak



The prediction is 
based on S&P 
500 index and 
the average 
decline from the 
peaks during the 
global financial 
crisis, the burst 
of the dot-com 
bubble and the 
recession that 
followed the oil 
crisis. This 
indicates that 
investors that are 
active during 
2023 will 
generate the 
highest returns. 

6

The amount of dry powder available for PE firms to 
invest has continued to increase during the last 
years to €3.6tn in 2022, which puts the private 
equity market in a strong position to support the 
financial downturn by injecting capital and support 
portfolio companies.
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2023 may be the best investment opportunity in a decade

Comparing today’s downturn to historical recessions, the trends suggests that 
the market is currently positioned at the middle of a market drop. However, now 
is the time for investors to be active and support the economy while 
outperforming their peers. An investment within the next year implies a 
successful exit scenario in 5-7 years when the market has recovered and is 
approaching a new height. 

History indicates investors active in 2023 will generate the highest returns

Private equity should leverage the dry powder to invest 
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2022 Downturn 2023-2027 Prediction

Favorable 
investment 

window based 
on previous 

financial 
downturns 

PE dry powder has continued to increase 
the last five years

History suggests market to hit lowest 
point within the upcoming year
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Both the private and public markets have been 
declining from their previous heights, peaking 
around the shift from 2021 to 2022. Several 
factors, such as unstable macro environment 
followed by increasing interest rates and inflation 
are pressuring the market. However, while the 
downward trend may initially keep investors more 
risk averse, history suggests that risk aversion 
will be counterproductive.

If the current downturn is to follow historical 
patterns, the optimal time for PE-firms is to invest 
in new assets is 1-2 years after a market peak. 

While not a crystal ball, this implies that now is 
the time for investors to be active in making new 
investments to yield strong returns while 
supporting a struggling economy. Companies 
supported by PE capital and expertise are more 
likely to weather a downturn and come out even 
stronger on the other side.

Conclusion

PE firms active in 2023 will outperform their peers while 
supporting the economy

Companies 

supported by PE 

capital and expertise 

are more likely to 

weather a downturn 

and come out even 

stronger on the other 

side
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Oak Universe AB
Visiting and postal address: Strandvägen 7 114 51, 
Stockholm, Sweden 

This white-paper (the "Presentation") has been prepared 
by Oak Universe AB ("Oak Universe" or the "Company") 
and is provided for information purposes only.
This Presentation may not be used for, or in connection 
with, any offer to, or solicitation by, any person in any 
jurisdiction or under any circumstances in which such 
offer or solicitation would not be authorized or lawful. 
This Presentation does not constitute or form part of, and 
should not be constructed as, any offer, invitation, 
solicitation or recommendation to purchase, sell or 
subscribe for any securities in the Company in any 
jurisdiction and does not constitute any form of 
commitment or recommendation on the part of the 
Company. This Presentation may not, without the prior 
written consent of the Company, be copied, passed on, 
reproduced or redistributed, directly or indirectly, in whole 
or in part, or disclosed by any recipient, to any other 
person, and it may not be published anywhere, in whole or 
in part, for any purpose or under any circumstances.
This Presentation is not a prospectus and has not been 
approved or reviewed by any governmental authority or 
stock exchange in any jurisdiction. Prospective investors 
must solely rely on their own examination of the legal, 
financial, taxation and other consequences of an 
investment in the Company. Prospective investors should 
not treat the contents of this Presentation as an advice 
relating to legal, taxation or investment matters.
Certain information contained herein has been obtained 
from published sources prepared by other parties that the 
Company has deemed to be relevant and trustworthy. No 
representation or warranty, express or implied, is made by 
the Company as to the accuracy, completeness or 
verification of any information contained in this 
Presentation. The Company has not made any
independent review of information based on public 
statistics or information from an independent third party 
regarding the market information that has been provided 
by such third party, the industry or general publications.

Although efforts have been made to accurately describe the 
Company, the Company disclaims any and all liability for 
the content being correct, accurate and complete. In 
addition to information provided in the Presentation, the 
Company also disclaims any and all liability for oral and 
written information that a potential investor may be 
provided with by the Company. The Company also 
disclaims any and all liability for direct and indirect 
consequences resulting from decisions which are wholly or 
partly based on information in the Presentation.
Statements in this Presentation, including those regarding 
the possible or assumed future or other performance of the 
Company or its industry or other trend projections, 
constitute forward-looking statements. By their nature, 
forward-looking statements involve known and unknown 
risks, uncertainties, assumptions and other factors as they 
relate to events and depend on circumstances that will or 
may occur in the future, whether or not outside the control 
of the Company. No assurance is given that such forward-
looking statements will prove to be correct. Prospective 
investors should not place undue reliance on forward-
looking statements. They speak only as at the date of this 
Presentation and the Company do not undertake any 
obligation to update these forward- looking statements. 
Past performance does not guarantee or predict future 
performance. Moreover, the Company do not undertake 
any obligation to review, update or confirm expectations or 
estimates or to release any revisions to any forward-looking 
statements to reflect events that occur or circumstances 
that arise in relation to the content of this Presentation.
This Presentation as well as any other information provided 
by or on behalf of the Company in connection herewith 
shall be governed by Swedish law. The courts of Sweden, 
with the District Court of Stockholm as the first instance, 
shall have exclusive jurisdiction to settle any conflict or 
dispute arising out of or in connection with this 
Presentation or related matters.

Legal Notice


