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The impact of COVID-19 on public equity investments has been significant (1/2) ….

Unpredictable stock prices movements

Source: Financial times

Decrease in market expectations

Change in analysts’ consensus May 2020 vs December 2019
Source: S&P Capital IQ, Thomson Reuters, KPMG analysis
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The impact of COVID-19 on public equity investments has been significant (2/2) ….

Increase in volatility

Volatility index (VIX) development
Source: S&P Capital IQ
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….. but what has its impact on private equity investments been?

Significant decrease in both the number of secondary market 
deals vs Q4 2019 as well as the average deal size

Decrease in secondary activity

On average, Q1 2020 NAVs of observed unlisted PE funds were down between 5% to 15%. 
Q2 2020 NAV are expected to decrease even more.

Decrease in valuations (NAV) and increase in discounts to NAV for listed PE

High uncertainty in the market had a strong impact on 
fundraising for new funds and for liquidity events.
Fundraising overall levels have decreased but benefitted 
mega funds.

Increase in uncertainty 
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1
• Value impact on PE investments during the COVID-19 was, and will continue to be largely dependant 

on the business stage of the target companies
• In Q1 2020 early stage companies valuations were largely unaffected but there was a sharp decrease 

in the average post-money exit value of late stage companies

2
• The sector of investment also plays an important role
• Investments in technology and software companies have seen their value generally increase
• Private investments in the healthcare sector has remained largely flat but investment activity and 

valuations are expected to increase in the coming months

3

• Recent market events have lead to a notable increase in LPs requests for detailed NAV updates
• At the same time, current market conditions have made valuations based on market approaches, 

unreliable
• These considerations, combined with generally negative market sentiments, have made assessing the 

value of PE investments particularly challenging both in connection with deal activities as well as for 
reporting purposes

COVID-19 impact: key observations
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Valuation Impacts

Panellist discussion
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Valuation impacts

Valuation Methodology and process
 Pricing methodologies have shifted more 

towards income based approaches, 
specifically scenario based methodologies

 Market based approaches still used but 
require careful considerations and special 
attention has to paid on the impact of the 
new IFRS lease standard 

 Initiation of valuation process earlier and 
perform sensitivities

Risk and discount rates
 Risk free rates have decreased, many countries 

even below zero
 Equity risk premiums have increased
 Overall discount rates have increased

Projections and business plans
 Impact of Covid-19 on the business / business model
 Decline in economic activity (global recession, 

financial crises)
 Impact on long term profitability and growth levels

Multiples
 Adjusting multiples vs earnings
 Ensuring consistency
 LTM vs NTM multiples

Key 
valuation

implications



© 2020 KPMG AG is a subsidiary of KPMG Holding AG, which is a member of the KPMG network of independent firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss legal entity. All rights reserved

Q&A


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11

