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PRIVATE EQUITY. CRITICAL ANALYSIS FROM THE POINTS OF VIEW
OF INVESTORS AND TARGET COMPANIES

GRIN Verlag Mrz 2016, 2016. Taschenbuch. Book Condition: Neu. 210x148x3 mm. This item is printed on demand
- Print on Demand Neuware - Seminar paper from the year 2013 in the subject Business economics - Investment
and Finance, grade: 1,7, University of applied sciences, Cologne, course: International Investment & Controlling,
language: English, abstract: Private Equity plays an increasingly important role in the financing of a wide range
of businesses. Over the past 20 years, private equity has been on of the fastest growing markets for corporate
finance. One of the reasons the private equity industry exist is that, in many cases, companies have needs for
capital which, for various reasons, cannot be met from the public markets. Investors that provide capital to
private equity funds invest in an asset class that entails relatively high-risk and high illiquidity in what remains a
largely unregulated market. Planning how to exit an investment is just as important as preparing to make one
because a merger adds value only if synergy, better management, or other changes make the two firms worth
more together than apart. The target companies are supported with accountants, lawyers, investment bankers
and other specialists. Especially Start-up companies are oJen characterised by negative cash flows and
demand high investments. PE gives the chance to reduce the financial gap between selKinancing and stock
exchange listing and can also help to improve the equity ratio. Another advantage of PE for target companies
is the increase of equity and an improved balance sheet structure. Regarding to that, the negotiating position is
strengthened towards creditors, the credit rating is improved and the financial room for investments increases.
The main disadvantage of PE for target companies is the weakened influence of the initial shareholders.
Especially different strategically views between those two groups might be difficult to...
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