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� � Central & EasternEurope: attractive but 
disparate area 



European cartography
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Ratified treaties

Unratified treaties

EuropeanCouncil member states

Recently integratedwithinEU

2004 : Estonia, Lithunia, Latvia, Hungary, 
Poland, CzechRepublic, Slovakia, 
Slovenia, Cyprus, Malta

2007 : Bulgaria, Roumania

Sources : EuropeanUnion Portal, EuropeanCouncil, OSCE, Robert Schumann Fundation
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Dynamic environment [1/5]

Large population, emergence of a middle class and the recent rise of the way of living standards 
led to a growing  domestic demand*

* Cf EcoWeekBNP Paribas 19th september 2008 & NatixisFlash Economy– Inceptionof GDP growth in emeringeconomiesas of 30th september 2008

Global population in CEE market : 105 million consumers (out of 495m in EU)

Russianpopulation : 145 million 

Poland, Ukraine & Romania are the most populatedand the greatest economies in Central Europe

Indisputably, Poland is CEE’s leadingeconomy
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National demand and international trade (especially with EU) led to unprecedented growth in 
emerging economies

* URZWK��HPSOR\ PHQWUDWH�	 �SURGXFWLYLW\ JDLQV�LQ�( DVWHUQ( XURSH��� � � � �� � � � �* �' �3�JURZWK��H[ SRUWDWLRQV�	 �GRPHVWLFGHPDQG�9ROXPH��� ��
,Q�( DVWHDUQ( XURSH��FRXQWULHV

StrongGDP growth from2000 to 2008 in the area (4 to 8,8%): 5% in average
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Bulgaria 5,7 2,9 6,9 2,8
Romania 5,6 -0,2 6,4 5,8
Latvia 8,8 1 6 7,8
Lithuania 7,5 -0,8 4,3 8,3
Estonia 8,6 1,6 4,7 7,1
Poland 4,1 0,4 9,6 3,7
Slovakia 5,6 1,3 11,2 4,3
Hungary 4 0,4 7,3 3,6
Czech Rep. 4,5 0,4 5,4 4,1
Slovenia 4,3 1,5 4,9 2,8

Dynamic environment [2/5]

Source : EBRD Transition Report update 2007Source : Eurostat 2008, CIA 
factbook2008



Economic reforms boost entrepreneurial business…
– Transition fromstate-controlled to liberal economies
– Perceptible drop in the influence of state-ownedbusinesses
– Growingcompetition
– Less regulated labour market than in EU-15
– Deregulation in the administrative system dedicated to theentrepreneurial business 
– Simplified tax systems

1XPEHU�RI�60 ( ��WKRXVDQGV��IURP�� �WR�� � �HPSOR\ HHV 0LG�0DUNHW�EXVLQHVVHV�� � �� � � �HPSOR\ HHV

Source : Eurostat yearbook 2006-2007, estimations BNP Paribas Private Equity
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…thanks to a financial and legal frameworks improved over 15 years…

Source : EBRD Transition Report update 2007

Europeanstandardizationof legal
andregulatory frameworks (law
obedience, case law…)

Gradual acceptanceof international 
accountingstandards, secured
transaction and corporategovernance
laws

Wage Regulation Tradibility of land
Competition 

office

Quality of 
insolvency 

law

Secured 
transaction law

Quality of 
corporate 

governance law

Bulgaria yes full within EU yes medium advanced medium
Czech Rep. no full except foreigners yes medium inefficient medium

Estonia no full yes medium inefficient medium
Hungary no full except foreigners yes medium advanced high
Latvia no full except foreigners yes low advanced high

Lithuania no full except foreigners yes low advanced high
Moldavia yes full except foreigners yes high some defects high
Poland no full except foreigners yes medium inefficient high

Romania yes full within EU yes high advanced low
Russia no limited de facto yes medium malfunctioning haute

Slovakia no full except non-EU foreigners yes medium advanced medium
Slovenia yes full except non-EU foreigners yes low inefficient medium
Ukraine no restricted yes low some defects very low

/ LEHUDOLVDWLRQ�	 �3ULYDWLVDWLRQ %XVLQHVV�HQYLURQPHQW�	 �FRPSHWLWLRQ

Dynamic environment [4/5]



Well trained workforce, access to the educational system was oneof the 
pillars of the communist system

The return of young experienced managers, educated in western 
universities, eager to adapt and replicate “business models”

Anti-corruption compliance programs are becoming efficient despite local 
troubles in Bulgaria and Romania

Stable democracies have adopted the European Union legal and 
regulatory framework. They offer a reliable and predictable 
macroeconomic and investing environment and are fully integratedwithin 
European markets

Public debts (excepting Hungary, 73.8% of GDP) are lower than the EU 
average (see appendix)

The CEE corporate sector is modern and competitive, as shown by the 
rising share of its exports in global trade (especially for merchandises)

Trend of CEE countries converging to EU has for consequence to lower 
their political, legal and economic risks
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World TradeOrganization, April 2009
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CEE facing thecrisis [1/2]

Lack of liquidity and rise in risk aversion to emerging economies lead to a 
drop in foreign direct investments and a depreciation of floating currencies

CEE countries are open economies and suffer from the slump in external 
demand

Higher differentiation risk in between countries (current account deficits, 
corporate and public debt levels and refinancing demands)

The labour markets current conditions temporally impact the domestic 
demands

Despite large downward revisions, CEE countries are still growing faster 
than developed European countries

Domestic demand will remain underpinned by an expanding middle class 
and the rise in the way of living standards  (financial services, constructions, 
equipment ¼)

± Despite the current troubles the middle class is facing, the convergence process 
will indisputably lead the latter to a strong development on themid and long term

Weak exchange rate will improve competitiveness
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CEE facing thecrisis [2/2]

Dramatic falls in stock exchangevirtually eliminate IPOs as exit route but tradesales have emergedas the
dominant exit strategy in the region

A precarious situation in terms of external liquidity but international institutions as the EBRD, IMF and 
European Union have already reacted and are up to be active lenders to this area :

± Lack of liquidity is an international phenomenon, it is not specific to the area
± Large majority of countries remain investment grade
± International institutions will probably prevent sovereign defaults and a capital stop (ex: $20 bn for Romania and 

Hungary, $7 bn for Latvia,¼) 

Protectionism risk is low:
± Recent investments in modern equipment have been made in a long term perspective
± CEE countries are still an opportunity for Western Europe to produce at low cost

The proven ability to reform, adapt (to the EU) and get through multiple crisis across decades make CEE 
countries potentially more flexible and able to meet an economical upturn in a shorter term than elsewhere 
in EU-12

Strategic geographical position, economic growth potential, quality of the workforce, flexibility of the 
economies, stabilization of the democracies, international institution support and  progressive integration in 
EU drive us to believe that growth stop is temporary, and might revive sooner and stronger than elsewhere 
in Europe



Local Situations
Baltic countries are open economies, thus thedrop of external demanddeeply impacted their tradebalance 
and the labour market. Previous growthwas mainly due to a large leveragingof thecorporatehouseholds
sector. Countries facing thedeepest recessionof thearea

Hungary has switched froma loose to an on leashbudget policy in 2006 whichexplains theeconomic
slowdownsince2007

Currency systems have to bedifferenciated: euro/peg/ floatingcurrencies:
± Peg/Euro protect against thedrop of thecurrencies, thus a more important debt cost
± Whereas depreciationof a currency improves competitiveness (Poland, Hungary,¼)

Romania has been increasing its deficits for years, especially for 2008 & 2009. Appeal to IMF will likely
change its policy. Romania is less dependant fromexportations than its peers but has to face a significant
outburst of thecredit bubble (as for theBaltic countries andHungary), thecredit had tripled in 3 years.

CzechRepublic, SloveniaandSlovakiaare particulary exposed to theautomotivesector and thus suffer
froma slump in external demand

Poland is a large domestic market anda robust economy, less impactedby theeconomic turmoil than its
peers. Poland is makingefforts to enter theEuro-zoneby 2012 (Slovakiaentered theEuro Zone withan 
over evaluatedparitywhich led to a loss of competitiveness regarding labour costs)

Romania, Bulgaria, LatviaandHungary have experiencedsomeponctual corruption troubles lately

Slight local social troubles (Hungary, Baltics¼) 
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2. Features of the Private Equity market

in Central & EasternEurope



A growing and maturing industry, however it does not noticeably impact the raised amounts in the 
Emerging Markets’ area

± First launchingof funds in the early 90’s
± PE industry characterisedby a soaring learningslope
± Significant number of GPs which raised their 2nd, 3rd or even4th fund.
± Plenty of skilledand experienced teams able to present a track-record

Global amount raised in 2007 : 
US$ 15 bn.

Top raisedamounts in 2007 :

Mid Europa III : 1,5bn 

Baring Vostok IV : 1bn (Russia)
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CEE Private Equity Market Features [2/3]

Well establishedPrivateEquity industry withsteady increase in 
fundraisinguntil subprimecrisis:

± 66% fromEuropean investor
± 23.5% fromfundof funds

¼ allocatingmainly towards buyout segment:
± withan averageentreprise value target of 25.5 million (43.2 in Europe)
± Buyoutsandexpansion capital transactions are at verysimilar levels in Europe 

whereas seedandstart-up are at much lower levels

¼ but remainunderinvested
± Investingactivity reported to GDP is far belowEuropeanratio although thegap 

continues to shrink (40% in 2006 to 57% in 2007 of theEurope-wideaverage)

± 203 CEE companies receivedprivate equity financing in 2007
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CEE Private Equity Market Features [3/3]

Divestments by tradesales remains themost commonexit route:
± 53% of the total value in 2007, higher percentage than in Europe (28%)
± Exit by public market temporallyout of thescope of exit routes

± Sales to private equity houses represent 30% of thewhole, lower percentage
thanEurope 

Market is less concentrated than in Western Europe¼
± Poland, Bulgaria, Hungary, Romania are the favorite destinations

¼ andwell diversifiedby sector
± Communication is the largest sector with24% of investments

¼ with local heterogenous situations :
± Bulgaria (communication, business and industrial products)

± Hungary (chemicalsandmaterials)
± Poland(business and industrial products, financial services, transportation)
± Lithuania (communication)
± Latvia (computer andconsumer electronics)

,QYHVWPHQWVE\ �FRXQWU\ ��� � � �
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PE Opportunities in CEE
Potential economicgrowth is significant thanks to theongoingcatch-up race with theWestern world in terms of
infrastructure and theway living standards 

Decliningvaluations in theCEE (growingnumber of distressedsellers seeking liquidity) area will enable the
investors to buy companiesat an attractive price

Under-bankedeconomies drivingPrivate Equity industry to bean important source of capital growth

Fewer competitors are willing to makenew investments in the forecomingyear

Romania & Polandare themost likely to offer thebest opportunites in PE in theupcomingyears:
± Generally small sizedeals, suchmarkets offer potentially high returns in a number of sectors (Financial services, real estate, 

infrastructure,¼). FewPE players establishedwitha local presencemeans less competition than in other regions.

Levels of leveraged in CEE buyout transaction have always beenmore conservative than in US andEurope. For 
CEE portfolio companies ownedby PE funds, financing risk is lower thanexpected

Fundmanagers successfully operating in the region today have gone through their learningcurve, have weathered
difficult markets. They candemonstrateTrack Record andat least one investment cycle andare raising their II to V 
fund

Withmore active LPs andGPs in the region, it is easier to carry out due diligence andget information



� � How to make theright selection



How to make the right selection?

By implementing methods previously experienced in mature countries
± Feedback of the team inception and its birth

culture, 
experience, 
ability in fund management

± Strategy grasping, management style, competition environment¼

± Managers integrity & reputation checks

± Carry out a detailed due diligence (“spill over effect” is significant in the area)



How to make the right selection?

by complying to local rules & patterns
± Consider cultural difference

± Assess the managers’ personal & professional network capacities
abroad (handover to strategic investors)
with other PE funds (2nd hand cession)
with M&A offices

± and gauge them regarding the location ex :in Russia, ability todeal with the oligarchic network, Poland, to 
deal with ranking officials

± Refuse any non-alignment interests with other LPs

± Several due diligence aspects turn out to be decisive in this area, specific attention has to be drawn to
books auditing 
taxation & social look over
real estate origin and registration
& setting up key controls dedicated to the investment feedback



How to make the right selection ?

What are our main assets to succeed in that selection ?

± Strength of the network and reputation of BNP Paribas company

± Experience of the BNP Paribas Private Equity team dedicated to Emerging Markets

± Fund of fund team’s network and experience

± Our networks within the financial institutions of the area : EBRD, World Bank (IFC) & transaction players (auditors, 
attorneys, M&A boutiques, consultants, banks¼)

± Our experience in direct investments

± Our cultural and linguistic knowledge in the Eastern Europe area

± Our contacts with the main Private Equity players in the area



Why CEE?

Potential of growthhigher thanelsewhere in Europe:
± Flexibilitywill lead to a stronger andsooner economic upturncompared to Western Europe
± Growingmiddle class andrise in theway of living standards
± Qualifiedworkforce
± Recent investments madeon a long termperspective

Investment area withmoderated risks:
± Thanks to theprogressive integration in EU (legal, politic, economic risks)
± For thecountries facingdifficulties regarding the lack of liquidity, international institutions will underpin these

economies
± Social troubles are localisedandweak so far
± Protectionismrisk is pretty weak

Private Equity industry shows multiple opportunities specific to thearea
± Lowcompetition
± Under-bankedeconomies leadingPrivate Equity industry to bean important source of capital growth
± Highgrowthpotential of specific sectors (financial services, housing, equipement,¼) due to the riseof theway of

living standards and theemergenceof a middle class
± Current attractive prices for portfolio companies



Appendix

Snapshot of CEE economies



Macro-Economic Characteristics

CIA WorldFactbook;

BNP CIB EconomicResearchDepartment-CountryRisk- April 2009

BNP Paribas Private Equity research
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Local focus

ConvergingEurope
± Thebaltics (Estonia, Latvia, Lithuania): small but open economies; exposed to important macro-economic

imbalances andcorrections in 2008-2009; investment opportunities generally small and limited in number

± Central Europe (Poland, CzechRepublic, Hungary, Slovakia, Slovenia): highest degreeof economic
integrationwithEU15; sustainedeconomic growth track record lower thanBaltics but superior to EU15; 
important differences betweencountries withHungary andCzechRepublic most exposed to the recession, 
most likely to all have adopted theEuro by 2012/2013; all countries investment grade; continuous and
diverse flow of investment opportunities

± SouthEast Europe (Croatia, Romania, Bulgaria, Serbia, Turkey): startedEU-convergenceprocess later; 
generally dynamic; vulnerability to macro-economic imbalances (current account and forex); the largest
economies sub-investment grade; continuous anddiverse flow of investment opportunities

Adjacent countries
± Ukraine andRomania: highmacro-economic vulnerability and inherent political challenges, absence of EU-

convergenceprocess as driver, fiscal andpolitcal reforms; highdependenceon commodities;  political
sovereign risk in Ukraine or autocratic government (Russia); slected investment opportunities dependingon 
point in economic cycle andmainly withstrongPE sponsors.
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SOUTH EASTERN EUROPE
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Disclaimer

This presentation (the “Presentation”) is for confidential distribution by BNP Paribas Private Equity to a limited number of potential Qualified Investors, solely for the purpose of 
providing preliminary information relating to investments in BNPParibas European Private Equity III (the “Fund”). The Fund is a ) RQGV�&RPPXQ�GH�3ODFHPHQW�j 5LVTXHV±©©) &35©© 
(French venture capital fund) under French law. This Presentation may be neither distributed, published nor reproduced, in wholeor in part, and the information contained herein can 
not be disclosed by its recipients to any third party. By acknowledging receipt of this presentation, every potential investor accepts the aforementioned terms and conditions and 
undertakes to return this Presentation to BNP Paribas Private Equity if he or she does not invest in the Fund.

The Fund©s management company, BNP Paribas Private Equity, has been approved by the French financial markets authority ($XWRULWp GHV�0DUFKpV�) LQDQFLHUV±©©AMF©©) under no. 
GP97-107. The Fund will be an ) &35��YHQWXUH�FDSLWDO�IXQG��VXEMHFW�WR�WKH�VLPSOLILHG�SURFHGXUH�LQ�DFFRUGDQFH�ZLWK�$UWLFOHV�/ �� � � �� � �HW�VHT��RI�WKH�) UHQFK�PRQHWDU\ �DQG�ILQDQFLDO�
FRGH��&RGH�0RQpWDLUH�HW�) LQDQFLHU���

The subscription, purchase, sale or transfer of the FCPR’s units, directly or via an intermediary, is only allowed by ©‘sophisticated investors©© (,QYHVWLVVHXUV$YHUWLV) in accordance 
with $UWLFOH� / �� � � �� �RI�WKH� ) UHQFK�PRQHWDU\ �DQG� ILQDQFLDO�FRGH� �&RGH�0RQpWDLUHHW� ) LQDQFLHU���The Fund does not require the AMF©s prior approval and may adopt specific 
investment rules.

Potential investors must rely on their own assessment of the legal, fiscal, financial and other consequences of investing in the Fund, including the merits thereof and the risks 
incurred. Potential investors should not regard this Presentation as legal or tax advice, or an investment recommendation, and should consult their usual advisers with regard to 
buying, holding or selling the Fund©s units.

Some of the information that appears in this Presentation is drawn from publications produced by third parties. Neither BNP Paribas Private Equity nor any other person assumes 
any liability whatsoever as to the accuracy or completeness of this information.



Disclaimer (cont.)

Any statements of opinion and/or estimates that appear in this Presentation, all views expressed and the projections, forecasts and statements made in respect of the outlook for 
future events or the Fund's performance reflect BNP Paribas Private Equity's own analysis and interpretation of the information that it has at its disposal on the date of this 
Presentation. No representation can be made nor any guarantee given that these statements, views, projections or forecasts are accurate or that the Fund will achieve its objectives. 
Potential investors must decide for themselves to what extent they should rely on these statements, views, projections or forecasts and BNP Paribas Private Equity shall accept no 
liability in this regard. Potential investors are strongly advised to carry out their own prior diligence, especially with regard to the legal and tax consequences of investing in the Fund.

Given the economic and market risks, there can be no assurance that the Funds will achieve their investment objectives. Past performance is not a guide to future performance and 
the value of the investments in the funds may go down as well asup. 

This Presentation may be updated and amended up until the last day of the Fund's subscription period.

The potential investor’s attention is drawn to the fact that the Fund is likely to undertake long term, illiquid investments in funds whose units are not listed or traded on any market. 
These investments may be difficult to value and tend to incur a higher than average level of risk. Similarly, there is no market on which the Fund©s units can be traded and it is not 
expected that such a market will develop in the future.

This Presentation does not constitute and cannot be used for the purposes of formulating an offer of the units or an invitation to apply for a stake in the Fund by any person in any 
country in which such an offer or invitation is unauthorised, or in which any person making such an offer or invitation is not authorised to do so, or to any person to whom it is 
unlawful to make such an offer or invitation. It is the responsibility of potential investors in all jurisdictions to ensure that they comply with the applicable laws and regulations in their 
jurisdiction with regard to any application to invest in the Fund, which includes obtaining any necessary governmental or other approval, and complying with any other formality 
required in such a jurisdiction.


