How Covid-19 Crisis is Shaking up Private
Equity Funds in Emerging Markets —
Exploring the Long-Term Impacts

The Covid-19 pandemic has had a profound impact on economies across the
globe. In emerging markets, where private equity funds have played a vital role in
economic growth and development, the crisis has presented unique challenges
and opportunities. In this article, we will explore the various impacts of the Covid-
19 crisis on private equity funds in emerging markets, analyzing the short-term

disruptions and long-term transformations they are experiencing.

The Immediate Disruptions Faced by Private Equity Funds

As the pandemic unfolded, private equity funds in emerging markets faced
significant disruptions. The sudden economic downturn led to a decrease in
investor confidence, making it challenging to raise new capital. The uncertainty
surrounding the duration and severity of the crisis also made it difficult to

accurately assess investment risks and opportunities.

In addition, the restrictions on travel and in-person meetings limited the ability of
fund managers to conduct due diligence and engage in face-to-face negotiations.
The reliance on virtual communication and remote work further intensified the
challenges in maintaining strong investor relationships and effectively managing

portfolio companies.
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The Opportunities Emerging from the Crisis

While the crisis undoubtedly presented obstacles, private equity funds in
emerging markets have also identified unique opportunities for growth and
consolidation. The disruptions caused by the pandemic have created a conducive
environment for distressed asset investments, as struggling companies seek

capital and support to navigate the crisis.

Moreover, the acceleration of digital transformation in various sectors due to
remote work and social distancing measures has opened up new investment
avenues for private equity funds. Technology-enabled businesses, e-commerce
platforms, and healthcare-related startups have gained increased attention, as
they offer innovative solutions and are better equipped to adapt to the new

normal.

The Long-Term Transformations and Adaptations

The Covid-19 crisis has forced private equity funds in emerging markets to
rethink their strategies and operations. The need for greater resilience and agility

is now at the forefront of fund managers' considerations. Many private equity
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firms are actively reassessing their investment focus, looking to diversify into

sectors that have proven to be more resilient in times of crisis.

Additionally, the adoption of advanced data analytics, artificial intelligence, and
digital tools has become imperative for enhanced risk management and decision-
making. Fund managers are now investing in technologies that provide better

insights into market trends, operational efficiency, and portfolio performance.

Building Stronger Investor Relations in a Virtual World

The pandemic has also accelerated the shift towards virtual investor relations and
fundraising activities. Private equity funds are increasingly leveraging technology
platforms and virtual roadshows to engage with investors and showcase
investment opportunities. This virtual shift has allowed funds to reach a wider

audience and streamline the fundraising process.

However, building trust and maintaining strong relationships in a virtual
environment require innovative approaches. Fund managers are utilizing virtual
networking events, webinars, and personalized digital communications to bridge

the physical gap and ensure ongoing investor engagement.

The Covid-19 crisis has undeniably shaken up the private equity landscape in
emerging markets. While the immediate disruptions have been challenging, they
have also paved the way for new opportunities and long-term transformations.
Private equity funds are adapting their strategies, embracing digital innovations,
and finding alternative avenues for growth. As the world navigates through the
crisis, these funds will continue to play a crucial role in driving economic recovery

and resilience in emerging markets.
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The role traditionally played by Private Equity Fund (PE Fund) investments in
supporting private sector development in Emerging Markets (EMs) is being
challenged by the COVID-19 pandemic. This note assesses how PE Funds in

EMs may evolve as a result of the COVID-19 crisis, focusing on the Growth
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Equity and Venture Capital (VC) asset classes. Growth Equity funds, which focus
on accelerating investees’ growth through operational enhancements, account for
a significant share of PE Fund investments in several developing regions, while
VC funds are a fast-growing vehicle in certain EMs and present specific
opportunities related to technology and digitization in the context of the COVID-19
crisis. This note also discusses how selected ‘megatrends’ may impact these two
asset classes in the medium term, along with opportunities for the industry and
for enhanced DFI support. The intended audience for this note is international
development practitioners, private equity professionals in emerging markets, and

capital market analysts.
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