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Foreword
The Private Equity Canada Report was launched in 2001 with the aim of
providing an in-depth review of key market facts. Based on the original
survey methodology and market research developed by the then Macdonald
& Associates Limited (now known as Thomson Financial Canada), the report
focused on the largest investor groups and funds in Ontario and Quebec.
It was an immediate success – and the first step in developing an ongoing
perspective on the Canadian private equity market. Over the next 4 years,
Goodman and Carr LLP and McKinsey & Company collaborated on annual
reports, in conjunction with Thomson Financial Canada. Together, we broadened
the report’s scope and helped foster a better understanding of the market.
This is McKinsey’s fifth installment in the Private Equity Canada series – and
the first without Goodman and Carr LLP, which recently announced its decision
to close. We wish to thank our long-time partners, especially Michael Herman,
Murray Perelman, and Gary Luftspring for their tireless efforts in making
this series so successful. And we wish them the best of luck in their future
endeavours. We would also like to recognize the very important role Kirk
Falconer of Thomson Financial Canada has played in gathering and analyzing
the market data.
In this latest report, we have based our conclusions on McKinsey’s proprietary
research in the United States and Europe and the Canadian market research
conducted by Thomson Financial Canada. The 2006 survey is consistent with
the 2005 one, permitting year-over-year comparisons, but it also includes
results of interviews with several of Canada’s leading private equity managers.
The 101 survey respondents represent Canada’s largest private equity firms
– and 94 percent of the capital under management in the industry.
As always, our objective is to provide a fact-based perspective on the Canadian
private equity market to help the industry grow and its participants succeed.
Accordingly, Private Equity Canada 2006 consists of two sections:
■

Part 1 draws on the authors’ and the Firm’s extensive experience in serving
private equity market participants. It offers a perspective on the competitive
dynamics that have taken place in the Canadian private equity marketplace
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over the past 5 years – from the GP and the LP perspectives – and on the
trends likely to shape it in the next 5 years.
■

Part 2 provides a statistical review of Canada’s private equity market over
the past year. It describes key trends in the buyout, mezzanine, and venture
capital segments. In particular, it compares market growth rates, the
creation of new partnerships, and domestic and global deal activity relative
to prior years. This review is based on the Canadian Private Equity Activity
Survey 2006, conducted by Thomson Financial Canada on McKinsey’s behalf.

We hope you find Private Equity Canada 2006 useful, valuable, and thoughtprovoking.

Robert Palter
Principal
McKinsey & Company

Bruno Roy
Principal
McKinsey & Company

McKinsey & Company1 is an international management consulting firm that
specializes in helping clients achieve substantial and lasting improvements in
their performance. Its Canadian Practice, with offices in Toronto, Montreal, and
Calgary, draws on McKinsey’s network of over 80 offices to provide objective
counsel to management teams facing strategic, organizational, or operational
opportunities and challenges. For more information, please visit us at
www.mckinsey.com or contact us by phone at 416 313 3700, 514 939 6800,
or 403 538 2160.
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PART 1: PERSPECTIVES ON THE MARKETPLACE

Executive summary
Canada’s private equity industry has grown dramatically since we wrote Private
Equity Canada 2002. At that time, our goal was straightforward: to contribute
to building a prosperous Canadian marketplace by sharing statistics about
the private equity market and the insights we had gained through McKinsey’s
proprietary research efforts worldwide.
Each of our following annual reports furthered this objective, benefiting from
increased survey participation and additional survey questions, which helped
provide a current perspective on the pulse of the marketplace.
Now, 5 years later, we thought it would be helpful to look back to see just how
far the Canadian marketplace has come – and the impact on GPs and LPs
– before looking forward to what could lie ahead.
Looking back. In comparison to the United States, Canadian buyouts have
grown at a faster rate and our venture capital has fared better. The most
noticeable structural change in Canada was the shift from a VC- to a buyoutdominant market, driven by the return challenges venture capital faced
compared to those of the public markets. Clearly, the buyout GPs have
benefited the most from this shift.
Canada’s LPs have become globally recognized as industry-leading institutions
by institutional investors.
Looking forward. Based on McKinsey’s proprietary research and our interviews,
we have identified five key themes that will likely shape the market’s continuing
evolution: 1) private equity firms taking over some larger Canadian publiclylisted companies; 2) GPs facing increasing US competition in the mid-market
and looking to Canada for opportunities; 3) the high-yield market growing; 4)
the infrastructure market heating up; and 5) Canadian buyout firms increasingly
operating like their US counterparts attempting to shift private equity to
permanent capital structures.
A statistical review of the 2006 private equity marketplace completes the
report.
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The authors would like to thank everyone who contributed to this edition of
the Private Equity Canada Report, particularly Jennifer Iles, Leslie Cowger, Tara
Murphy, and Patrick White from McKinsey Canada’s communication team; Dhiraj
Mathur, Sebastien Gault, Jessica Nowak, and Jason Rico from McKinsey’s
private equity research group; and our diligent legal counsel, Lucy Lopez and
David Sandgrund.
If you have any comments or questions about this report, please contact:
Robert Palter, Principal
T: 416 313 3774
Robert_Palter@McKinsey.com
Or
Bruno Roy, Principal
T: 514 939 6914
Bruno_Roy@McKinsey.com
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Looking back
The private equity world has changed considerably since McKinsey published
its first edition of the Private Equity Canada Report. We have only to look at the
titles of our previous reports to see how much:

Five years ago…
... The North American and

■

2002: Outlook, Challenges, and Implications

■

2003: Adapting to a New Market Reality

Canadian private equity

■

2004: Active Ownership: Generating Better Returns in a Competitive Market

markets hit the bottom of

■

2005: Buyouts: The End of the Beginning, or the Beginning of the End?

And, when we review these reports, it’s interesting to see how some of the key

the cycle with depressed
returns
... Some LPs were discussing
reducing their allocations

trends have played out in the marketplace. For instance:

to private equity – and
■

In the 2002 report, we wrote “Canada’s seemingly attractive environment for

some were talking about

investment is likely to result in greater US participation.” The ensuing large

exiting the asset class

transactions led by KKR and Bain Capital confirmed this trend. However,

altogether

we also thought that “an opportunity exists for [intermediaries] to increase
[their] presence in the marketplace.” This hasn’t happened yet in Canada.
■

The following year, we stated “…2003 was likely a turning point for the
Canadian private equity market” after 2 difficult years. Fortunately for all

capital than buyout
activity
... The M&A and IPO activity
levels hit historical lows

market participants, this came to pass.
■

... Canada had more venture

In the 2004 report, we suggested that “Canadian General Partners (GPs) and
Limited Partners (LPs) should expect greater competition, not only for deals

... The dot.com meltdown
had everyone questioning
valuations

but also for fundraising.” The move toward auctions over the past 2 years,
along with most players’ more complicated fundraising efforts, has had a
significant impact on the marketplace and is a clear indication of this trend.

... China and India were
emerging concepts for
most private equity
investors

***

... The income trust sector

In the following sections, we provide a more detailed look at how the

was gaining momentum

marketplace, the GPs, and the LPs have evolved since 2002.

... The Canadian dollar was
worth approximately 64

THE MARKETPLACE
The Canadian economy has consistently displayed strong fundamentals over the

US cents
... Labour-sponsored funds

past 5 years.

were highly active in

Canada’s GDP has grown at 2.7 percent annually, largely spurred by a

Canada and raising

commodities boom. Oil prices have increased threefold, natural gas prices

significant capital

have risen fourfold, and most metals (e.g., copper and zinc) have enjoyed fourand fivefold increases. Moreover, capital spend in Canada has been growing

... Auctioned deals weren’t
the norm

dramatically to take advantage of these price increases.
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Although interest rates have increased since 2002, they are still relatively low.
In theory, this should have enabled Canadian buyout funds to raise plenty of
affordable debt capital, but a limited high-yield market hampered our market’s
growth compared to that of the United States.
Exhibit 1

THIRD FASTEST GROWING G8 ECONOMY
Historical real GDP* growth, G8 countries, 2002-06
CAGR percent
6.9

Russia
3.2

US
Canada

2.7

UK

2.7
2.1

Japan

1.6

France
Germany
Italy
*
Source:

1.1
0.8

Indexed at 2000 prices
Global Insight

Exhibit 2

DEBT COSTS REMAIN ATTRACTIVE DESPITE SOME INCREASES
Central bank rates*
Percent

2002
2006

3.00
4.50

4.00
5.00

1.25
5.25

*
Source:
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Given the global demand for Canadian commodities and the relative slowdown
in the US economy, the markets forced a correction of the US dollar relative
to the Canadian and other major world currencies. Our dollar has appreciated
significantly, up from 64 US cents in January 2002 to 91 US cents in December
2006. However, this increase did not slow the general economy or private equity
investing, as the capital markets and IPO and M&A volumes have remained robust.
Exhibit 3

CLOSING THE GAP ON THE GREENBACK
Exchange rate*
US $/Cdn $
0.91
0.83
0.77
0.71
0.64

2002
*
Source:

03

04

05

06

At December 31
Global Insight

Canada’s capital markets were buoyant throughout the period, with the TSX
100 reaching historical heights and significantly outpacing the S&P 500. The
TSX returned nearly 11 percent annually, compared to the S&P’s pedestrian
4 percent.
The country’s IPO environment exploded from 2002 to 2004, bolstered by
the income trust sector. It then flattened in 2005 and 2006, because of the
uncertainty about – and eventual ruling change on – its tax-advantaged status.
The Canadian M&A market has grown steadily since 2004. In 2006, it hit a
historical high of $181 billion, driven by a number of very large transactions in
the commodities sector. The average deal size has also steadily increased, from
$63 million in 2002 to $146 million in 2006.
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Exhibit 4

TSX OUTPERFORMING THE S&P 500
TSX/S&P 500 comparison*
Percent
190

CAGR

170

10.7%

150
130

4.0%

110
90
70
50
30
Jan 02

Jan 03

Jan 04

Jan 05

Jan 06

Jan 07

* Based on price index
Source: Datastream

Exhibit 5

STEADY INCREASE IN AVERAGE DEAL SIZE
M&A* deal value
Cdn $ Billions
181
121
77

74

50
2002

03

Average M&A deal size
Cdn$ Millions

04

05

06

146

Number of M&A deals

57

2002

03

80

92

04

05

1,315 1,242

1,224

2002

63

880

930

03

04

05

06

06

* Target based inside Canada, with acquirer being a domestic or an international company
Source: Dealogic

Despite such a bullish market, Canadian acquisition multiples have lagged US
ones. This is likely attributable to Canadian companies’ lower productivity and
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higher corporate tax rates, along with the higher proportion of non-auctioned
Canadian transactions.
Exhibit 6

STILL CHEAPER, AFTER ALL THESE YEARS
North American private company purchase multiples*
Total transaction value/EBITDA**

Canada

United States
10.6
9.3

6.1

6.2

2000-03 2002-06
Sample size

94

197

2000-03 2002-06
1,030

1,296

*
**

From January 1 to December 31 for each period
Total transaction value (including net assumed debt + cash/short-term marketable securities) >$10 million
EBITDA >$1 million; EBITDA of a target is of LTM at announcement of deal
Note: US multiple contraction driven by fewer VC deals at high multiples
Source: Dealogic

Comparing the Canadian marketplace to that of its southern neighbour surfaces
several interesting facts. The growth of capital under management over the past
5 years shows that:
■

Canadian buyout growth at 82 percent since 2002 has outpaced US growth
(62 percent).

■

Canadian venture capital, while down 4 percent, appears to have been more
resilient than its US counterpart (down 49 percent), but we suspect this
is partly attributable to the accounting issues related to retail funds (e.g.,
double-counting of assets invested in third-party funds).

■

Canadian mezzanine (up 4 percent) has grown more slowly than its US
counterpart (up 130 percent). Yet mezzanine is a larger portion of Canada’s
private equity capital market than it is in the United States.
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Exhibit 7

OUTGROWING THE BOOMING US PE MARKETPLACE
Total private equity capital under management
$ Billions local currency
United States*

Canada
Buyout

Buyout

38.2

Canada

21.0

United States

+19%
2002

248.1

533.3

447.5

2006

Venture capital
23.0 -4%

402.3
+62%

+82%

2002

2006

Venture capital
22.1

+34%

65.5
183.0

49.0

-49%
93.3

2002

2006

2002

Mezzanine
+4%

5.0

2002
*
Source:

2006

Mezzanine
5.2

2002

2006

2002

2006

2006

+130%
16.4

2002

37.7

2006

The US figures are the sum of all funds raised over the previous 5 years, whereas the Canadian figures are
total AUM since funds’ inceptions
Private Equity Analyst; Thomson Financial

Looking solely at Canada, one of the most noticeable changes is the shift from
a VC- to a buyout-dominant market:
■

Buyouts accounted for 58 percent of Canadian private equity in 2006; 43
percent in 2002.

■

Venture capital accounted for 34 percent of the market in 2006; 47 percent
in 2002.

■

Mezzanine accounted for 8 percent in 2006; 10 percent in 2002.

A significant driver of this shift has been venture capital’s weak returns
compared with those of the public markets and buyouts.
Indeed, while pooled returns for Canadian buyouts and mezzanine investments
have outpaced public markets over 5- and 10-year periods, venture capital has
significantly lagged the same benchmark.
Even though quartile analysis would likely determine that some venture capital
players offer compelling returns, the industry, on average, has disappointed
investors.

10
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Exhibit 8

BUYOUTS OUTPACING PUBLIC MARKETS – VC LAGGING
Net return comparison – Canadian private equity vs. public markets
Percent, 2006
5-year

10-year

Buyouts and
mezzanine

15.7

19.6

S&P/TSX

10.7

All private equity

9.5

2.9

S&P 500

8.2
7.7

4.0

Nasdaq

10.5

2.1

Venture capital

1.2

2.5

Source: Canadian Venture Capital Association (CVCA); Datastream; McKinsey analysis

Exhibit 9

CANADIAN BUYOUTS OUTPACING US; CANADIAN VC LAGGING
Net private equity return comparison – Canada vs. United States
Percent, June 2006
5-year

Canada
US

10-year

23.7

20.8

Buyouts
6.8

2.9

9.0

8.2

All private equity
3.6

-5.7

11.5

2.5

Venture capital
-3.7

20.7

Source: Venture Economics; CVCA

Against this backdrop, the Canadian buyout market has produced long-term
returns higher than the US ones. Indeed, both 5-year and 10-year Canadian
pooled buyout returns have outpaced those of the United States by 1,100 to
1,700 basis points. Over the same period, returns posted by Canadian venture
capital investors have lagged those of their US peers.
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THE GENERAL PARTNERS
The GP landscape has changed considerably since 2002, both in buyouts and
venture capital.

Buyouts: Surfing on the rising tide
In the past 5 years, the Canadian buyout industry has mirrored the US success
story: a strong upcycle with record numbers of firms and funds created,
fundraising, and deal size. Since 2003, the number of Canadian buyout firms
has increased from 43 to 53. And Onex has led the way with over $6.1 billion of
capital under management, ahead of EdgeStone, Richardson Capital, Birch Hill,
and Tricor.
Many leading Canadian firms have adopted US-based strategies and tactics to
succeed in the more competitive marketplace with higher multiples. Specifically,
they are: 1) realizing the benefits of scale; 2) pursuing more deliberate
investment strategies; 3) focusing on active ownership; and 4) increasingly
emphasizing operational improvements in portfolio companies.
1. Realizing benefits of scale. Like their US counterparts, Canadian funds
have increasingly grown over the past 5 years – but on a Canadian scale. Large
US firms like KKR, TPG, and Apollo are raising funds well over $10 billion. In
Canada, Onex raised $6.1 billion in two funds, EdgeStone has ~$2.5 billion in
AUM, and Birch Hill raised $850 million in its third fund (with a total of ~$1.7
billion under management).
Clearly, these firms are realizing the benefits of scale: increased share of
mind with investment banks; less competition in the bigger deal range;
and the ability to incur greater costs in the due diligence phase to gain a
competitive advantage in auctions. Moreover, as in the United States, the
Canadian marketplace is converging around these larger firms. A number of US
funds, hungry for investment opportunities, have also established a Canadian
presence.
2. Pursuing more deliberate investment strategies. In addition to the move to
scale, the leading players have generally pursued one of three strategies:
■

Large multi-alternative asset class manager. In the United States, firms like
Blackstone, Carlyle, TPG, and Apollo have developed a presence in buyouts,
hedge funds, and real estate. Onex is pursuing a similar strategy in Canada.
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Exhibit 10

SIZE MATTERS
Largest Canadian buyout funds raised, 2002-06
Fund size
Cdn $ Millions

Firm name

Year

Onex Partners II LP

3,900

Onex Partners I LP

2006
2003

2,200

Birch Hill Equity Partners III LP

850

2005

EdgeStone Capital Equity Fund III LP

800

2006

RCL Private Equity LP No. 2

720

2006

ONCAP LP II

575

2006

Tricor Pacific Capital Partners Fund IV

555

2006

TorQuest Partners Fund II LP

550

2006

Tricap Restructuring Fund

417

2002

CAI Capital Partners and Company III LP

375

2003

Source: Thomson Financial

Exhibit 11

MORE BILLION DOLLAR DEALS
Largest buyout* deals,** 2002 vs. 2006

Target

Deal size
$ Millions

Investors

2002
Yellow Pages

1,890

• KKR, Teachers’ Private Capital

3,900

• Colony Capital, Kingdom Hotel Investments
• Cascade Investment, Kingdom Hotel Inv.

2,018
2006
Fairmont Hotels & Resorts
Four Seasons Hotels

3,700
2,800

Intrawest Corp.
Niska Gas Storage

1,500

• Fortress Investment Group
• The Carlyle Group/Riverstone Holdings

12,578
* Includes real estate and energy buyout deals
** Includes announced deals
Source: Capital IQ; Crosbie & Company; Venture Economics; The Deal; McKinsey analysis

■

Sector-focused firm. Others have targeted particular sectors, like Providence
in media/telecom and Carlyle/Riverstone and First Reserve in energy. In
Canada, given the relative lack of competition, this has not yet happened.
However, as competition increases, some firms will likely adopt this strategy.
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■

Market-segment-focused firm. Yet other US players, such as Berkshire
Partners and Madison Dearborn, have decided to concentrate on particular
segments like the mid-market. In Canada, EdgeStone, Birch Hill, and
TorQuest are following suit.

3. Focusing on active ownership. Not so long ago, only a few GPs truly
leveraged this approach. Now, many of these active ownership principles are
considered tablestakes in both Canada and the United States. This approach is
characterized by robustly:
■

Developing proprietary knowledge before and during due diligence

■

Focusing on performance incentives for management

■

Developing and implementing a 100-day value creation plan

■

Involving the senior deal partners in the first 100 days after closing

■

Strengthening management teams quickly after closing.

4. Emphasizing operations capability. To support a more involved approach,
US buyout funds are increasingly building their operational capabilities, either
internally (like TPG and KKR) or externally (with the help of former executives,
operations specialists, or consultants). They have found that employing
either one of these models improves their success rates in highly competitive
auctions and the likelihood of maximizing the portfolio companies’ value.
The US industry’s increasing competitiveness has also resulted in private
equity funds moving from simply creating value through financial optimization to
creating value through financial, strategic, and operating means.
Leading Canadian players are also increasingly adopting this approach. As
purchase multiples and competition for transactions have increased, these
GPs are using different combinations of strategic focus, active ownership,
and operating capability to generate competitive advantages. They are also
undertaking more work on transactions before a formal sale process starts or
gaining exclusivity. They can no longer rely on financial engineering to create
value. Rather, given the competition for transactions and the ingoing prices,
they need to find ways to create value from operations to help generate
appropriate returns.
The bottom line is that the US buyout players will likely continue to drive
the industry evolution. The big ones are getting bigger, driving innovation in
business models and deal size. In 2006, we saw the first $30+ billion deals
– and it is only a matter of time before we will likely see $50 billion deals.
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Canadian GPs are also becoming increasingly innovative as they adopt and
adapt some of the best approaches of their US colleagues.

Venture capital: Emerging from the “nuclear” winter
North American venture capital suffered a severe correction in the early 2000s
that drastically compressed returns. This led to a fundraising meltdown,
characterized by a flight to top decile players and static or decreasing LP
allocations.
Despite posting lower returns, numbers seem to indicate that Canadian firms
might have weathered the storm better than their US peers. From 2002 to
2006, the number of Canadian-reporting VC funds slightly increased from 128
to 132, while the number of US firms plummeted. Over 1,155 US VC firms
raised a fund from 2000 to 2002, while only 6462 raised one from 2004 to
2006.
Exhibit 12

LEADING THE WAY
Largest 10 VC funds raised in Canada, 2002-06

Firm name

Fund size*
Cdn $ Millions

Year

Celtic House Venture Partners Fund III

280

2005

Ventures West 8

250

2004

MDS Life Sciences Technology Fund

211

2003

Jefferson Partners Fund IV LP

150

2003

Celtic House Venture Partners Fund II

135

2003

Skypoint Telecom Fund II

130

2002

J.L. Albright IV Venture Fund

121

2006

MMV Financial

112

2006

EdgeStone Capital Venture Fund II LP

108

2004

CTI Life Sciences Fund

100

2006

* Disclosed funds only
Source: Thomson Financial

The nature of VC players has also changed. The Ontario government’s decision
to eliminate the provincial tax credits for LSIFs by the end of 2010 has led
to a number of mergers and acquisitions – for example, First Ontario Labour
Sponsored Investment Fund and GrowthWorks. Moreover, a number of US
firms – ProQuest Investments, VantagePoint Venture Partners, Entrepia, Argon

2

These numbers, which include buyout funds making at least one investment classified as VC, overstate
the number of VC firms but confirm the general trend.
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Venture Partners, Emerald Technology Ventures, Newbury Ventures, and Rho
Capital Partners – now have a presence in Canada.
What lies ahead?
Conversations with Canadian venture capitalists indicate an increasingly bullish
marketplace for deals. However, they expect the fundraising environment to
remain challenging, with few Canadian funds being able to raise capital outside
their home country.
In the United States, the investment environment continues to be difficult.
Long-time industry participants, like Sevin Rosen, have voiced their concern
that the high-risk, high-return VC industry may have turned into an “all risk
and no return” one. Citing a strong capital overhang and a “terribly weak exit
environment,” Sevin Rosen decided last fall to return all commitments raised for
its Fund X3.
At a time when YouTube is acquired for US $1.5 billion, such an announcement
may appear counterintuitive. But Sevin Rosen argues such mega deals are rare
and insufficient to sustain an entire industry. “While good returns from any
given firm’s portfolio is certainly a possibility, the statistics have clearly shifted
in an unfavorable direction,” the firm wrote. “The venture environment has
changed so that overall returns for the entire industry are way too low and even
the upper-quartile returns have dropped to insufficient levels.”
Others disagree – especially those among top decile funds – and believe great
opportunities will continue to exist.
Either way, the successful US model of the past 30 years will need to change.
Not because the model is broken – it’s not – but because VC players will have
to adapt to the changing nature of the technology business. Like their Canadian
counterparts, US venture capital firms will likely have to raise smaller funds,
figure out how to achieve great returns on $100 million to $250 million exits,
and limit IPOs to the very best companies.

THE LIMITED PARTNERS
Canadian LPs have experienced tremendous changes since our first Private
Equity Canada report. The past 5 years have brought: 1) increased allocations
to private investments; 2) a shift in the asset mix; 3) a more direct approach
to investing; 4) enhanced organizational sophistication; and 5) compelling

3
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returns. As a result of this evolution, institutional investors worldwide now rank
Canadian LPs among the benchmark institutions.
1. Growth in the private investment dollar pool. Total dollars committed to
private investments have risen significantly, driven by:
■

A larger asset base. Most Canadian institutions have significantly increased
their asset bases since 2002. In fact, the top 10 Canadian institutions nearly
doubled theirs. Moreover, even if their allocations had remained stable,
the total dollars available for private investments would have continued to
increase marginally.

■

More allocations to private investments. Some leading institutions, such
as CPP-IB, OTPP, and OMERS, have augmented their allocations to private
investments. This reflects the general shift from traditional classes,
especially fixed income, to alternative assets, such as private equity. This
shift stems from the attractiveness of the private equity asset class as a
high-return alternative to the challenging investment fundamentals in public
markets, such as the secular trend toward lower interest rates, a shrinking
equity risk premium, and increased correlations among major financial
markets. For some pensions, the move was accelerated by a challenging
liability funding status. Even today, a number of pensions continue to
struggle with the consequences of generous benefit increases made a few
years ago – a situation exacerbated by low interest rates.

■

The arrival of new players. Some institutions (e.g., CPP-IB, PSP, OPTrust, and
Alberta Investment Management) that were not significant investors in the
industry a few years back now have growing ambitions in private equity. And
others (e.g., TD Capital and Kensington) have launched fund-of-fund offerings
and successfully raised significant funds.
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Exhibit 13

THE 800-POUND GORILLAS
Largest 10 Canadian institutional investors by total net assets
Amounts rounded to $ Billions
2006
Total
Cdn $ B

Name

2002
PE
Cdn $ B

Percent

PE
Total
Cdn $ B Cdn $ B

Percent

Caisse de dépôt et placement du Québec*

144

17

11.8

78

11

13.5

CPP Investment Board*

108

7

6.5

14

0.5

3.2

Ontario Teachers’ Pension Plan Board*

106

6

5.8

66

3

4.8

British Columbia Investment Management
Corporation*

76

2

2.5

53

2

2.9

Alberta Investment Management

69

n/a

n/a

n/a

n/a

n/a

Ontario Municipal Employees Retirement
System**

42

3

6.0

34

1

3.5

Hospitals of Ontario Pension Plan*

28

1

3.7

16

1

3.8

PSP Investments***

28

0.2

1.1

6

0

0

OPTrust**

14

0

0.0

12

0

0

BC–Teachers’ Pension Board**

14

0.4

3.0

10

0.4

3.8

*
**
***
Note:
Source:

As of December 31, 2006
December 21, 2005
As of March 31, 2006
The 2006 data for the Caisse include both the Private Equity and Participations and Infrastructure portfolios
Annual reports

2. A shift in the asset mix. Unlike 5 years ago, allocations are now
characterized by:
■

More buyout and mezzanine. LPs have increased their allocations for two
reasons. First, the overall returns have outpaced those of venture capital.
And, second, it is very efficient for these large institutions to manage their
money by investing in considerable increments (e.g., $250 million to $1
billion). Large Canadian, US, and European buyout funds enable such “big
game” investing.

■

Less venture capital. Venture capital has declined as a percentage of assets,
primarily because of its poorer returns, higher risk profile, and smaller
relative fund sizes. Moreover, many LPs have found it extremely difficult to
gain access to the best performing venture capital funds. These institutions
have typically kept money in venture capital but have not added to their
investments. Consequently, their overall portfolios have grown around their
venture capital dollar allocations.

■

A new sub-asset class: infrastructure investments. Leading Canadian pensions
have aggressively pushed into infrastructure investing over the past 5 years.
In fact, they are now considered world leaders at purchasing equity and
debt in physical assets such as toll roads, airports, electricity transmission
grids, and courthouses. These assets provide a return between equities and
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fixed income and offer relatively stable cash flows indexed to inflation and
weakly correlated to equities and fixed income. Not only are these risk-return
characteristics attractive to pensions because they match their liabilities; the
assets tend to be long-lived, generate significant cash flows to pay pensions,
and be large investments.
Although we don’t have publicly available data, anecdotal evidence indicates
an increasing international diversification of private equity investments spurred
by the removal of the foreign content rule, the continued maturation of the
European and Asian marketplaces, and the likely diversification benefits.
3. A more direct approach. Leading Canadian LPs have also taken a stronger
hands-on approach to private equity investing in recent years, resulting in:
■

Increasingly focused fund activities. While scant information is publicly
available, conversations with leading LPs indicate this trend is growing. They
have reduced the number of their GP relationships and deepened those with
firms generating top quartile returns, which has led to more activity in the
secondary sector.

■

Additional co-investments. Leading Canadian LPs have also made a number of
major co-investments in recent years. It is now de rigueur for American GPs
to team with large Canadian institutions when acquiring major Canadian and
even foreign targets. One example is that of KKR joining forces with CPP-IB,
Caisse, and PSP to pursue a buyout of BCE, which was announced shortly
before we went to press.
Canadian LPs are attracted to co-investments because they provide
better economics for private equity portfolios, as they generally have no
management fee or carried interest. Moreover, co-investments enable LPs to
put capital to work in large increments – an important consideration, given
the size of most Canadian institutions.

4. Enhanced organizational sophistication. Leading Canadian LPs have made
great strides in attracting, developing, and retaining talented investment
professionals by offering competitive compensation, focusing on investment
activities without fundraising, and developing a patient, long-term-oriented
investment culture. This is attracting partners from local and foreign GPs, a
phenomenon unknown in other parts of the world. Their talented teams have
enabled them to lead the way in strategy (e.g., infrastructure investing) and to
raise the bar in processes (e.g., due diligence and monitoring) and supporting
systems.
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5. Compelling returns. Despite sketchy data, the leading Canadian institutions’
private investment programs overall have generated compelling returns over
the past 5 years. OTPP, for example, has returned a 33 percent IRR over the
past 4 years. Without impressive results like these, few institutions would
have been able to meet their overall investment objectives, which would have
meant very difficult situations for fiduciaries.
Today, Canadian LPs are seen around the world as a force to be reckoned with.
They are considered strong partners and true industry shapers, given their
innovations to institutional investing like active risk budgeting, direct private
equity investments, and infrastructure investing.
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Looking forward: Themes likely
to shape the industry
Over the next 5 years, five themes are likely to have an impact on the Canadian
marketplace.
■

Larger deal size. The elements driving deal supply are the same on both
sides of the border – the costs of operating publicly, underuse of leverage
by many public companies, weak strategic governance from boards, and
cash-heavy balance sheets, for example. This indicates that private equity
firms will be considering taking over some large Canadian publicly-listed
companies. In fact, BCE, long the bellwether Canadian public company, is
already being auctioned to a number of consortia.

■

More US competition in the mid-market. Based on McKinsey’s supplydemand research, US GPs will likely face a shortage of $500 million to $1
billion EV deals relative to the supply of capital. In Canada, the situation is
different: we have less capital relative to the supply of deals. This will likely
make the mid-market, currently the Canadian GPs’ domain, appear more
attractive and may increasingly draw US players northward.

■

An emerging high-yield market. With investment banks, hedge funds, and
LPs providing more and more debt financing, a vibrant high-yield market will
likely emerge in Canada, especially now that the income trust market is set
to disappear. Insurance companies and pension plans will continue to require
yield-based investments. And, in a relatively low interest rate environment,
investment banks meet this need through offering lower credit quality bonds,
term loans, and revolvers, typically at higher yields. These products not only
meet investors’ needs but have significantly facilitated US LBOs over the
past 3 years. Without the income trust to enable attractive exits, Canadian
investment banks are likely to promote these products to help acquisitions
and to enable recapitalizations for buyout investors.

■

A continuing hot infrastructure market. Infrastructure is likely to remain
highly attractive in Canada for brownfield and greenfield assets developed
through public-private partnerships (PPPs). This is being driven by Canadian
LPs’ strong appetite for these assets, along with financial pressure from
municipal and some provincial governments. Developments in British
Columbia, where Partnerships BC is emerging as a benchmark organization,
are promising and could likely extend to other provinces. Furthermore, the
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track records of the 407 and Bruce Power in Ontario indicate the potential
of these projects for investors and citizens alike. As Canada’s infrastructure
ages and demands grow with the population and economy, private solutions
for many infrastructure challenges could increasingly enter into public debate.
■

A new search for permanent capital. The buyout industry has been plagued
by the finite lifespan of funds. GPs have constantly struggled with the
concept that an asset class that is supposed to be patient, long-term capital
has a capped lifespan. Consequently, an emerging US trend is the shift of
private equity to permanent capital structures. The launch of several BDCs
in the United States 18 months ago, Blackstone’s recent announcement of
its intent to go public, and the rumour that Apollo will go public indicate this
trend’s growing strength. While it is a bit paradoxical that “private” equity
would like to become “public,” the logic is reasonable. Canadian GPs will also
likely consider this approach.
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Concluding remarks
The Canadian private equity industry has evolved considerably over the past 5
years. The next 5 years will undoubtedly prove as exciting.
As we have outlined in this report, we believe the Canadian marketplace will be
increasingly influenced by events in the United States and Europe. Conversely,
a handful of Canadian players, particularly the LPs, will play a central role in
shaping the global marketplace. And the maturing of the Canadian marketplace
will probably accelerate – which can only be good news for all its stakeholders.
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PART 2: A STATISTICAL REVIEW OF THE MARKET

A background research report prepared by
Thomson Financial Canada
for McKinsey & Company, May 2007

Executive summary
In 2006, activity intensified in Canada’s private equity market, particularly in the
buyout segment, where levels of fundraising and dollars invested broke all prior
records. This activity, bolstered by Canada’s continuing economic expansion,
mirrored that of equally unprecedented international growth.
Not surprisingly, the Canadian Private Equity Activity Survey 2006, conducted by
Thomson Financial Canada on behalf of McKinsey & Company, found the market
in Canada reached a new peak of $65.5 billion of private equity capital under
management, up 16 percent from 2005.
The buyout segment accounted for most of this increase, overseeing resources
of $38.2 billion, up a substantial 28 percent from 2005. This gave buyout fund
managers a 58 percent share of the private equity pool.
Due to another year of quiet fundraising and some consolidation, the mezzanine
segment reported $5.2 billion in capital under management. This is 8 percent
of the total, which is down slightly from 2005.
The situation in the venture capital segment was comparable, though resources
nonetheless expanded slightly in 2006 to $22.1 billion. This gave venture
capital fund managers around one-third of the overall pool.
Drawing on supplementary data, Thomson Financial estimated the size of the
entire Canadian private equity market universe to be just shy of $70 billion.
Growth in private-independent funds continued in 2006, spurred by sizable
new buyout partnerships. As a result, capital managed by these funds totalled
$31.2 billion. This is up 40 percent from 2005 and accounts for a 48 percent
market share.
Captive funds managed inside large Canadian institutional investors took
second spot, with $18.4 billion under management and a 28 percent share.
Reduced fundraising and consolidation have impacted labour-sponsored and
other retail funds. They nonetheless managed $11.2 billion in 2006, or 17
percent of the total amount, though this is down from the more typical one-fifth
share of previous years.
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In keeping with North America-wide trends, combined buyout and mezzanine
fundraising experienced exceptional pace and scope in 2006. New capital
commitments were $8.7 billion, more than five times the 2005 total.
In contrast, new commitments to venture capital funds, totalling $1.6 billion,
were down 26 percent year over year.
Foreign investors were vital to Canadian fundraising trends, accounting for
one-third of new commitments to buyout and mezzanine funds, totalling an
unprecedented $2.9 billion. Domestic suppliers also stepped up activity in
these funds, with corporations contributing $2.9 billion and pension funds $1.8
billion.
Individual investors in retail and private funds continued to be the primary
source of new venture capital funds raised last year, contributing 58 percent of
the total, though foreign activity was up in this segment as well.
Because of the large number of successful buyout partnership closings, only 35
Canadian private equity fund managers reported seeking fresh commitments at
the start of 2007.
In keeping with trends in the United States, activity in the buyout segment
reached new heights in 2006. Canadian buyout disbursements rose to $11.7
billion – the highest peak ever in the market’s history – and 77 percent more
than the $6.6 billion of 2005.
Mezzanine activity, which often tracks buyout activity, also experienced growth.
Total Canadian mezzanine capital invested rose to $1.7 billion in 2006, the
highest level of activity yet recorded.
Driven by larger deal sizes, acquisition-related activity once again captured the
largest proportion (60 percent) of buyout and mezzanine dollars invested.
Venture capital activity paralleled trends in the United States, as disbursements
totalled $1.5 billion, unchanged from the year before. Thomson Financial data
found that cross-border investors added significantly to this activity, contributing
$549 million to Canadian deals in 2006.
Venture capital investors increased their emphasis on later stage technology
activity in 2006, with expansions securing 48 percent of the total amount.
For the first time, the 2006 survey included Thomson Financial interviews with
senior Canadian private equity professionals on market trends and issues.
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Buyout and mezzanine professionals reported that recent activity has ensured
much greater, and more diverse, Canadian business demand for private
equity. For the largest deals, supply has increased due to better capitalized
domestic funds, as well as intensified cross-border activity. However, a smallcap gap remains despite major mid-market opportunities. Going forward, these
professionals thought that market players should build on recent growth and
focus on fundamental practices to address potential cyclical changes (e.g., a
credit crunch).
Venture capital professionals reported that the current quality of Canadian
deal flow is better than ever. They attribute this primarily to more seasoned
entrepreneurs and investors and to recent tax changes that encourage valueadding, cross-border partnerships. However, some high-growth opportunities
remain undercapitalized as a result of the recent decline in fundraising, which,
they thought, would need to be addressed with new supply solutions focused on
performing funds.
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Introduction
This background report, prepared by Thomson Financial Canada, for McKinsey &
Company, is the sixth annual review of key trends in Canada’s private equity market.
Data analyzed by Thomson Financial for this report were drawn from the Canadian
Private Equity Activity Survey 2006, which was conducted by Thomson Financial
between January and April 2007. Approximately 130 fund managers were contacted,
with 101 completing the survey. The final survey sample represents all of the
largest groups – and 94 percent of the entire Canadian capital pool.
The data requested, and the questions posed, in this survey were consistent with
those of 2005 to enable year-over-year comparisons. These annual surveys aim
to add to, and update, information received from private equity fund managers.
Consequently, the prior year’s data will sometimes reflect changes of note.
As in previous years, Thomson Financial provided supplementary data to augment
the survey’s findings to ensure this report reflects the Canadian market as
completely as possible.
New features introduced in the 2006 survey included in-depth interviews with
senior Canadian buyout, mezzanine, and venture capital professionals about
market issues. Thomson Financial conducted these interviews between March and
April 2007. The valuable insights obtained add considerable perspective to the
quantitative data.
Thomson Financial Canada developed the original research methodology for the
annual survey, which is comparable to that used internationally for profiling national
or regional private equity markets. The copyright of all proprietary survey data
collected in 2006 and prior years, as well as Thomson Financial Canada’s related
analyses of these data, is owned by Thomson Financial Canada.
McKinsey & Company and Thomson Financial Canada wish to thank the many
Canadian professional managers and staff who gave freely of their time to provide
confidential data and share their thoughts on key issues. This report would not have
been possible without their contributions.
If you have questions about survey methodology or data findings, please contact:
Kirk Falconer
Director of Research, Thomson Financial Canada
613 747 4441, kirk.falconer@thomson.com
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Canada’s private equity market
in 2006
PRIVATE EQUITY CAPITAL POOL TOPS $65 BILLION
Capital managed in Canada’s private equity market expanded again in 2006.
This growth was spurred by record-breaking fund formations and deal activity,
which have been a central feature of private equity markets worldwide over the
past 3 years.
The survey (and supplementary data provided by Thomson Financial) found
capital managed by Canadian-based investors totalled $65.5 billion in 2006.
This is up 16 percent from the $56.5 billion recorded in 2005.
The buyout segment, in particular, benefited from the influx of new capital. Total
resources overseen by Canadian buyout fund managers rose to $38.2 billion,
or 28 percent more than the $29.8 billion of 2005. Consequently, their share of
the overall pool increased to 58 percent.
Exhibit 1

TOTAL CAPITAL UNDER MANAGEMENT BY PRIVATE EQUITY MARKET
SEGMENT; 2006
Percent
100% = $65.5 billion
Mezzanine
8
Venture capital
34

58
Buyout

Source: Thomson Financial
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The larger sizes of new buyout partnerships – which in 2006 included Clairvest
Equity Partners III LP, EdgeStone Capital Equity Fund III LP, Onex Partners II LP, RCL
Private Equity LP No. 2, and TorQuest Partners Fund II LP – clearly influenced this
trend. Growth in institutional captive fund sizes was another factor, as it was in
previous years.
Despite the closings of some major new mezzanine partnerships, such as
AlterInvest Fund II LP and Wellington Financial Fund III, fundraising in this segment
was quiet for a second year in a row. In addition, several corporate and private
funds were wound up in 2006. The net impact was $5.2 billion mezzanine capital
under management, or 8 percent of the total amount, down slightly from 2005.
Fundraising was also slower in the venture capital space in 2006, despite major
new funds, such as J.L. Albright IV Venture Fund, MMV Financial, and Propulsion
Ventures III LP. These funds helped offset consolidations involving other funds,
especially labour-sponsored venture capital corporations (LSVCCs). On balance, the
venture capital pool rose to $22.1 billion, over one-third of the total pool.
Exhibit 2

TOTAL PRIVATE EQUITY CAPITAL UNDER MANAGEMENT (ESTIMATED) AND SURVEY
SAMPLE POOL; 2006
Percent
100% = $69.5 billion
Outstanding funds
(estimated)
6

94
Pool captured by the
private equity survey
Source: Thomson Financial

As in prior years, Thomson Financial added its proprietary data to survey findings
to estimate that the entire private equity Canadian market universe in 2006
approached $70 billion, up from 2005’s $60.9 billion estimate.
According to this estimate, survey data reflect 94 percent of all resources
underlying Canadian-based private equity fund managers.
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Canadian private equity market
players in 2006
PRIVATE FUNDS OVERSEE ALMOST HALF OF THE
MARKET POOL
The market share of diverse Canadian private equity fund types has evolved
since our first survey in 2001. A key driver has been the steady, year-over-year
growth of private-independent funds, which tap institutional investors for most
of their capital.
For instance, in 2002, private funds accounted for one-quarter of total capital
under management in Canada. By 2005, with continuous fundraising, as well
as consolidation elsewhere in the market, these funds reflected a 40 percent
share. In 2006, the billions of dollars flowing into new buyout partnerships
helped increase this share to 48 percent.
Exhibit 3

TOTAL CAPITAL UNDER MANAGEMENT BY PRIVATE EQUITY FUND TYPE; 2006
Percent
100% = $65.5 billion
Corporate Government
4 3

Privateindependent

28

Institutional

48

17

Retail

Source: Thomson Financial

In real terms, capital managed by private funds totalled $31.2 billion. This is
up 40 percent from $22.2 billion in 2005. Given current trends, as well as
the number of buyout, mezzanine, and venture capital investors seeking fresh
resources, this expansion will likely continue in 2007 and beyond.

P R I V A T E

E Q U I T Y

C A N A D A

2 0 0 6

33

Captive funds managed inside large Canadian institutional investors have
played a vital role in shaping the market since the 1990s. In recent years,
however, the survey found that institutions were relying less on strategies for
making direct investments and focused instead on making commitments to
private funds.
Several major institutional investors still use captive funds for a large proportion
of their buyout and mezzanine activity in Canada and around the globe. And,
with increasing allocations to this asset class, CDP Capital – Private Equity
Group, Manulife Capital, OMERS Capital Partners, Teachers’ Private Capital, and
others have simultaneously increased their direct market presence.
In 2006, capital under management by institutional funds totalled $18.4 billion,
up from the previous year. As a result, these funds captured 28 percent of the
Canadian pool.
Over time, Canadian financial and industrial corporations have also relied less
on captive funds in all private equity segments. Many corporate funds have
converted to private funds, with parent organizations assuming limited partner
roles. In some cases, corporate players have left the market altogether.
Consequently, the corporate fund share of the overall pool in Canada has
declined sharply, from 12 percent in 2002 to 5 percent in 2005. In 2006, the
share dropped once again, with corporate funds overseeing just 4 percent of
the total, or $2.4 billion.
However, as market conditions encourage new corporate fund formations,
we are seeing exceptions to this trend. For instance, in 2006, Angiotech
Pharmaceuticals created a new fund emphasizing venture capital opportunities
in life sciences.
By the end of 2006, with $11.2 billion under management, LSVCCs and other
retail funds had a 17 percent share of the pool, down from a one-fifth share in
prior years and reflecting the impact reduced fundraising, consolidation, and
legislative changes have had.
In 2006, consolidation was clearly evident in Ontario, as the government’s
2005 decision to wind up its LSVCC program prompted a number of mergers
and acquisitions. These included the takeover of Canadian Medical Discoveries
Fund by Impax Capital Corporation, as well as the merger between the First
Ontario Labour Sponsored Investment Fund and GrowthWorks.
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These trends have primarily affected venture capital activity, as retail funds
have typically accounted for one-quarter of annual disbursements. Some are
also active in buyout and mezzanine deals, such as Desjardins Capital régional
et coopératif (CRC), Fondaction, and Fonds de solidarité des travailleurs du
Québec (FTQ).
Government funds totalled $2.1 billion in 2006, or 3 percent of the market. This
share is also lower than it was several years ago as federal or provincial funds
have made way for private funds, particularly in the venture capital segment.
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Trends in private equity
fundraising in 2006
FUNDRAISING ACTIVITY HEATS UP
One of the biggest stories in global private equity in 2006 was the
unprecedented pace and scope of new capital committed to buyout funds. This
was especially true in the US market, where buyout and mezzanine fundraising
yielded US $198 billion, a total that far exceeds results in all previous years.1
Exhibit 4

NEW BUYOUT AND MEZZANINE FUNDS RAISED, PARTNERSHIPS, AND
RETAIL FUNDS; 2001-2006
$ Billions

Mezzanine
Buyout

8.7

3.2
2.4

1.9

1.7

2004

2005

1.1

2001

2002

2003

2006

Source: Thomson Financial

This trend was also apparent in the Canadian market, where combined buyout
and mezzanine fundraising activity in 2006 broke records. At the same time,
new commitments to venture capital funds declined, as they have in most years
since 2001.

YEAR OF THE BUYOUT FUND
2006 was auspicious for Onex Corporation, as it closed the largest fund in the
history of the Canadian market. Onex Partners II LP, which will emphasize North
American-wide acquisitions with equity investments between US $200 million
and US $600 million, raised $3.9 billion, surpassing the record set by Onex
Partners I LP in 2003.

1
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In addition, the affiliated ONCAP Management Partners exceeded its target for
ONCAP II LP in its final closing at a total of $575 million. This fund will continue
to target buyout activity of up to $75 million in Canada and the United States.
EdgeStone Capital Partners also saw the successful completion of its third
partnership, which captured $800 million last year. With these new resources,
EdgeStone Capital Equity Fund III LP will typically invest $25 million to $60
million in acquisitions, expansions, restructurings, and other deal types,
primarily in the Canadian mid-market.
RCL Private Equity LP No. 2, managed by Richardson Capital Limited, is similarly
focused on mid-market opportunities in Canada. Richardson raised $720 million
for its new fund, which will focus on expansion and transition opportunities
requiring $20 million to $75 million of equity.
TorQuest Partners was another Canadian buyout firm with a major fundraising
announcement last year. TorQuest Partners Fund II LP, which makes Canadian
investments of $15 million to $100 million, secured a total of $550 million.
Clairvest Equity Partners III LP was also closed at $300 million, with
commitments from third-party investors, as well as Clairvest Group. This fund is
chiefly aimed at activity in established businesses in the domestic mid-market,
making investments in the $5 million to $60 million range.
2006 also featured some important first-time partnerships, many of them
geared to smaller cap Canadian buyout activity. These included Toronto-based
Ironbridge Equity Partners I LP and NorthRock Capital LP, as well as Winnipegbased Canterbury Park Capital LP.
Like 2005, last year was a comparatively quiet one for mezzanine fundraising.
Exceptions included the second AlterInvest LP. Formed by BDC Subordinate
Financing and CDP Capital, this $330 million fund focuses on traditional firms
and deals below $2 million, in all regions of Canada.
In addition, Wellington Financial closed its Fund III at $125 million, with which
it will undertake domestic subordinated debt, venture debt, and other lending
activity up to $30 million. Retail funds, such as the Return on Innovation Fund
and VenGrowth Traditional Industries Fund, also brought in new resources.
In total, the survey found $8.7 billion in new commitments to Canadian buyout
and mezzanine funds in 2006, which is more than five times the $1.7 billion
recorded the previous year.
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MAJOR NEW VENTURE CAPITAL FUNDS EMERGE
Other successful fundraisers in 2006 included ARC Financial Corporation’s
latest entry, ARC Energy Venture Fund 5, which undertakes diverse private
equity activity characterized chiefly by an emphasis on the oil patch and
alternative energy sectors. This fund brought in $648 million.
According to Thomson Financial, the ARC fund contributed to new venture
capital commitments totalling $1.6 billion. This is down 26 percent from the
$2.2 billion raised in 2005.
Exhibit 5

NEW VENTURE CAPITAL FUNDS RAISED, ALL FUND TYPES; 2001-2006
$ Billions

Total
By private-independent funds
By retail funds

4.6

3.1

1.9

1.8

2.2

2.0
1.5

1.7

1.6

1.0
0.5

0.3

2001

2002

1.2

1.1

2003

0.5

2004

0.9

0.7

0.7

2005

2006

Source: Thomson Financial

New commitments were lower despite the emergence of several important firsttime and follow-on partnerships. For instance, JLA Ventures did a final closing
of $121 million on its J.L. Albright IV Venture Fund. This balanced fund will
undertake activity in high-growth IT companies based primarily in Canada.
Many of the new partnerships were based in Québec. Examples include the
final close of Propulsion Ventures III LP, which focuses on software and other IT
investments, as well as the first close of GeneChem’s third life sciences fund,
AgeChem Ventures LP, which focuses on age-related innovation opportunities.
MMV Financial, a specialist in venture debt financing for young technology
businesses located across Canada and the United States, added US $100
million to its activity. In addition, Vancouver’s clean-tech investor, Chrysalix
Energy Management, and broadly mandated technology investor, Pangaea
Ventures, brought resources into their second funds.
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LSVCC and other retail funds remained the largest source of new commitments
to Canada’s venture capital segment in 2006. Retail activity accounted for over
half of the total, or $907 million, though this is one-quarter less than the $1.2
billion secured in 2005.
Once again, retail fundraising activity was led in Québec by Desjardins CRC,
Fondaction, and Fonds de solidarité (FTQ). In other Canadian regions, major
fundraisers included Westcap Management’s Golden Opportunities Fund,
GrowthWorks, VenGrowth Private Equity Partners, and VentureLink LP.

FOREIGN LPS BULLISH ON CANADIAN PRIVATE EQUITY
Past surveys have found that the Canadian market relies on a somewhat
broader mix of capital supply sources than the US market, where institutional
investors are key to fundraising trends. In 2006, supply in Canada diversified
further because of large inflows from foreign sources, particularly in the buyout
segment.
American and other foreign investors were integral to new buyout and
mezzanine resources, accounting for $2.9 billion, or 33 percent of the total.
Exhibit 6

SOURCES OF BUYOUT AND MEZZANINE FUNDS RAISED; 2005-2006
Percent

100% = $8.7 billion
Insurance
companies

Other
Pensions

14
21

Foreign
sources

100% = $1.7 billion
Insurance
companies Other
50
34

Foreign sources 32

33

34

7
Individuals

Corporations
2006

7
Individuals

Pensions

22
Corporations
2005

Source: Thomson Financial

This far surpasses activity recorded in previous years, including 2005, when
they committed $535 million. Moreover, an unprecedented one-half of all
partnership closings in 2006 involved an appreciable foreign limited partner
presence.
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Canadian suppliers to these funds also stepped up activity in 2006. Banks
and corporations matched foreign investors by contributing $2.9 billion, while
pension funds contributed $1.8 billion, or a 21 percent share. In 2005, these
sources accounted for $379 million and $571 million, respectively. High-netwealth individuals also played a larger role in buyout and mezzanine fundraising,
committing $578 million.
Individual investors continued to be the top source of new venture capital funds
raised, primarily due to tax-assisted retail activity. These investors contributed
58 percent of the total amount in 2006 or, in real terms, $951 million, which is
nonetheless down 26 percent from $1.3 billion in 2005.
Exhibit 7

SOURCES OF VENTURE CAPITAL FUNDS RAISED; 2005-2006
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Pension funds took second spot, with $216 million committed, or a 13 percent
share, though this was also down 29 percent from 2005’s $306 million. Other
Canadian supply sources included corporations, which provided $147 million,
and governments, which provided $120 million.
In contrast to their domestic counterparts, foreign sources increased their
activity in Canadian venture capital partnerships in 2006, committing $157
million, or 10 percent of the overall amount. This was 26 percent more than
they accounted for in 2005.
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FUNDRAISING OUTLOOK FOR 2007
In recent years, the list of Canadian private equity fund managers seeking
fresh commitments has grown steadily. In 2005, there were 43 fund managers
with new product offerings – the largest number to date. In 2006, the many
successful buyout partnership closings resulted in fewer new funds being
launched – 35 in total.
Among these were 12 buyout or mezzanine fund managers, including Kilmer
Capital Partners, which is launching Kilmer Capital Fund II LP, targeted to
Canadian mid-market investments of $15 million to $50 million. In addition,
TriWest Capital Partners’ latest offering, TriWest Capital Growth Fund LP III, is
aimed at mature firms based in Western Canada requiring $10 million to $50
million.
The survey found that the mezzanine space might see more fundraising activity
in the coming years. At present, this activity includes the veteran Penfund,
which is marketing Penfund Capital Fund III, which will provide a broad range of
junior capital solutions to established mid-market companies.
In 2006, 23 venture capital fund managers sought new resources, which
is equivalent to the number reported in 2005. A number of these feature
partnerships that have already completed a first close.
GTI Capital is currently marketing two new fund products. GTI Venture 6 LP
is geared to young IT-telecom firms primarily in Ontario and Québec, while
GTI Renewable Energy Fund 1 emphasizes infrastructure activity in emerging
alternative energy opportunities in Canada and the United States.
In addition, Calgary-based Avrio Ventures Management Corporation will be
seeking further commitments for its first partnership, Avrio Ventures LP, which
focuses on industrial life sciences.
Buyout, mezzanine, and venture capital fundraisers may have access to
more Canadian-based capital as a result of recent closings by fund-of-funds
managers Kensington Capital Partners and TD Capital Private Equity Investors.
TD Capital was actively committing separate account funds in 2006, including
those of CPP Investment Board, as well as closing its second global fund-offunds at US $443 million. At the beginning of 2007, Private Equity Investors III
was already underway with a lead commitment of US $150 million.
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Early 2007 also saw an $80 million first close of Kensington’s new program.
The Institutional Fund IV will make domestic commitments, while International
Fund I will make foreign commitments in collaboration with Harbourvest
Partners LLC and Europe’s Nordea. Kensington has also created a retail option
for investments as small as $25,000.
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Private equity investment
activity in 2006
DEAL ACTIVITY SOARS OR REMAINS STABLE
As in 2005, investment activity in Canada’s private equity market in 2006 was
bolstered by broad economic expansion at home and in the United States. Once
again, activity rose significantly in some market segments and proved more
sustainable in others.
As it did with its fundraising activity, the buyout segment dominated the
investment news in 2006, with intensified deal making and unprecedented
capital invested. For the fourth year in a row, this trend was evident right across
North America and in key regions around the globe.
At the beginning of 2007, many private equity professionals were confident
about gains made and cautiously optimistic about future prospects. The survey
found that most believed investors should closely follow conditions in public
markets and the economy as a whole and be prepared to adjust investment
strategies as required.

BUYOUT INVESTMENT REACHES NEW HEIGHTS
The rapid growth in international buyout activity in 2006 was strongest in the
US market, where capital invested set another new record at US $315 billion
– up 57 percent from the year before.2
American buyout trends were driven by mega deals, which included some of the
largest publics-to-privates of all time, such as the US $33 billion HCA financing.
In Canada, large acquisitions financed by domestic and cross-border investors
also primed activity. Fairmont, Four Seasons, and Intrawest are three such
examples in the hotel and hospitality industries.
Canadian buyout capital invested in domestic and foreign businesses totalled
$11.7 billion in 2006 – 77 percent more than 2005’s $6.6 billion, and a record
high in the market’s history.3
As ever, much of the activity in 2006 had a North American focus. For instance,
Onex Corporation fixed its sights on corporate carve-out opportunities, which
2
3

Thomson Buyouts, January 2007, Issue 1.
In 2007, Thomson Financial reported US $13.4 billion disbursed in activity involving Canadian
investors in the buyout space in 2006. These data reflect merger and acquisition activity involving
both domestic and foreign targets and should be viewed as complementary to individual Canadian
fund disbursements captured by the survey.
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included a US $710 million acquisition by Onex Partners I and II LP of Chicagobased The Warranty Group, one of the world’s largest providers of extended
warranty contracts, from Aon Corporation.
Onex also announced several new deals, including the US $2.4 billion
acquisition by Onex Partners II LP of the medical and dental imaging business
of Eastman Kodak Company.
However, some of the biggest disclosed deals of 2006 were domestic. One
example is the $1.8 billion purchase of CTVglobemedia shares from Montréal’s
BCE by Teachers’ Private Capital, Torstar Corporation, and Woodbridge
Company. This deal is indicative of the interest private equity funds are taking in
telecom/media and other sectors undergoing major transitions.
Exhibit 8

BUYOUT AND MEZZANINE CAPITAL INVESTED BY CANADIAN FUNDS; 2001-2006
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In 2006, financial distress investor Tricap Partners also successfully facilitated
the US $1.1 billion restructuring of Stelco, the Hamilton-based integrated
steel producer. As part of this deal, Tricap acquired a major equity stake in
the company and recruited new managers to bring about the operational
turnaround.
An investor group led by EdgeStone Capital Partners – including Dancap
Private Equity, GE Capital, OMERS Capital Partners, and Perseis Partners
– collaborated on a $127 million deal to help launch Porter Airlines. Based in
Toronto, Porter is a passenger carrier serving key destination routes in Canada
and the United States.
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Not surprisingly, given these deals – and others – the survey found 40 percent
of all buyout disbursements were located in Canada in 2006.
In addition to their deal activity, buyout fund managers were exiting portfolio
firms, primarily through IPOs and strategic sales. For instance, ONCAP won the
Canadian Venture Capital and Private Equity Association’s “Deal of the Year
Award” for returns generated by the 2006 IPO of Concord, Ontario’s Futuremed
HealthCare Income Fund.
TorQuest Partners also cashed out of CNC Global Limited of Toronto, a leading
Canadian provider of IT staffing solutions, following its acquisition by Vedior
North America.

DOLLARS INVESTED BY MEZZANINE FUNDS ALSO UP
Mezzanine activity often tracks buyout activity, given the comparable deal
sources in established companies and traditional sectors. Furthermore, certain
financings involve a partnering of buyout and mezzanine funds, especially in the
intensified market context of 2006.
This held true in 2006. Canadian mezzanine capital invested in domestic and
foreign businesses rose from $1.2 billion in 2005 to $1.7 billion in 2006 – the
highest level of activity yet recorded.
Compared to the buyout segment, a greater proportion of mezzanine
disbursements occurred in Canada – over three-quarters of the total amount.
Not surprisingly, most disclosed deals were local and small or mid-sized in
terms of capitalization.
For example, Penfund invested $35 million in London-based GoodLife Fitness
Clubs, the manager of Canada’s largest group of fitness clubs. This deal will
facilitate GoodLife’s expansion beyond its present locations.
Similarly, McKenna Gale Capital completed a deal involving Acton Holdings of
Miramichi, New Brunswick, which is growing its operations in the construction,
wood, steel, and environmental sectors in North America and Europe. The
McKenna Gale investment totalled $18.7 million.
Fund managers with a mezzanine focus also reported liquidity events, most
of which were related to acquisitions. For instance, Toronto’s Headwater
Technology Solutions, a producer of logistic industry solutions, was purchased
by Accellos of Colorado Springs, Colorado, following investments by Roynat
Capital.
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Penfund also had several exits in 2006. These included the acquisition of
Maddocks Systems, a Langley, British Columbia, provider of software solutions
to the trucking industry, by TMW Systems, based in Beachwood, Ohio.

WHERE DID BUYOUT AND MEZZANINE MONEY GO?
As in 2005, acquisitions consumed the lion’s share of capital invested by
Canadian buyout and mezzanine fund managers in 2006. The exceptional size
of the acquisitions completed at home and abroad, and the fact that many
of them had relatively short business-holding periods, resulted in this activity
accounting for 60 percent of the total.
Exhibit 9

CANADIAN BUYOUT AND MEZZANINE CAPITAL INVESTED BY EVENT TYPE; 2006
Percent
100% = $13.4 billion
Refinancing/other
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Source: Thomson Financial

Activity that was essentially MBO-related captured second spot, with 27
percent, which approximates survey findings of the previous year. Expansions
and financial distress and restructuring situations took 5 percent and 4
percent of resources, respectively, while refinancing and other event deal types
accounted for the balance.

VENTURE CAPITAL ACTIVITY AT SUSTAINABLE LEVELS
Activity in Canada’s venture capital segment continued to keep pace with
activity in the United States in 2006, as it has for the past 3 years. The survey
and Thomson Financial data found disbursements totalling $1.5 billion to be
unchanged year over year.4
4
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Thomson Financial data further show levels of activity in Canada to have been
supplemented by the growing presence of American venture capital funds and
other foreign investors. These investors brought $549 million to Canadian deals
in 2006, up 19 percent from 2005.
A key feature of venture capital investment in Canada was larger deal sizes,
driven chiefly by broadly syndicated activity in emerging companies in the cleantech, IT-telecom, and life sciences sectors.
A number of 2006’s most sizable deals involved biopharmaceuticals. For
example, the top deal, at US $35.7 million, was the Gatineau, Québec, startup,
Variation Biotechnologies, which commercializes R&D in the bioinformatics
design of vaccines. American co-investors were 5AM Ventures, ARCH Venture
Partners, and Clarus Ventures.
Exhibit 10
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Similarly, Neuromed Pharmaceuticals of Vancouver received US $25 million
from BDC Venture Capital, Canadian Medical Discoveries Fund, GrowthWorks,
NDI Capital, RBC Life Sciences Fund, and other domestic and foreign investors.
Neuromed is involved in developing drugs for chronic and neuropathic pain.
2006’s second largest deal was software-related. CDP Capital, Fonds de
solidarité (FTQ), and VantagePoint Venture Partners syndicated a US $34
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million investment in OZ Communications. This Montréal-based firm provides
messaging solutions for mobile phone users.
In addition, Ottawa’s Liquid Computing, an expanding innovator in electronics
and computer hardware products, secured $31.5 million. Co-investors reflected
a mix of Canadian and American funds, including ATA Ventures, BDC, BEST
Funds, Newbury Ventures, and VenGrowth.
Once again, Canadian fund manager activity involved both domestic and foreign
businesses in 2006. However, as disclosed examples suggest, venture capital
deals occurred primarily at the local level, which accounted for 76 percent of all
disbursements.
Fewer liquidity events were recorded in 2006 than in 2005, and once again
most were a mix of acquisitions and public offerings.
For instance, Teachers’ Private Capital, Ventures West Management, Wesley
Clover Corporation, and other investors exited Vancouver’s telecom-related
Convedia Corporation following its sale to RadiSys Corporation of Hillsboro,
Oregon.
And more Canadian companies backed by venture capital completed IPOs
on the United Kingdom’s AIM exchange. This type of activity facilitated
considerable growth for Sandvine of Waterloo, which was previously financed by
BDC, Celtic House Venture Partners, Newbury Ventures, Tech Capital Partners,
and VenGrowth.

WHERE DID VENTURE MONEY GO?
In 2005, Canadian venture capital activity made a clear shift toward later-stage
deals. In many cases, this occurred as investors positioned domestic and
foreign portfolio firms to take advantage of improved conditions in exit markets.
This trend continued in 2006, when expanding businesses alone captured 48
percent of total capital invested.
Early-stage investments as a whole also accounted for close to one-half of the
total, down from 53 percent in 2005. Financings of seed activity and company
startups reflected 15 percent of all disbursements, while other early-stage
deals reflected the balance.
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Exhibit 11

VENTURE CAPITAL INVESTED BY STAGE; 2006
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WHERE DID VENTURE MONEY GO?
In 2005, Canadian venture capital activity made a clear shift toward later-stage
deals. In many cases, this occurred as investors positioned domestic and
foreign portfolio firms to take advantage of improved conditions in exit markets.
This trend continued in 2006, when expanding businesses alone captured 48
percent of total capital invested.
Early-stage investments as a whole also accounted for close to one-half of the
total, down from 53 percent in 2005. Financings of seed activity and company
startups reflected 15 percent of all disbursements, while other early-stage
deals reflected the balance.
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Looking back, looking forward
INTERVIEWS WITH PRIVATE EQUITY PROFESSIONALS
In early 2007, Thomson Financial Canada interviewed 10 senior private equity
professionals (see list in Appendix 1) about current market trends. These
professionals were asked to reflect on factors shaping market growth and
development in Canada in the recent past, in 2006, and in the future. Their
thoughts have been summarized to capture specific issues of consequence to
the buyout, mezzanine, and venture capital segments.

Perspectives on buyout and mezzanine activity
BUYOUT AND MEZZANINE ACTIVITY GAINS
BREADTH AND DEPTH
Recent intense buyout activity in the United States can be attributed to
a number of factors, most notably fundraising and mega partnerships of
unprecedented investor capacity. Low-cost debt is another factor. And business
demand is up, encouraging more diverse deals in all corners of the economy.
According to buyout and mezzanine professionals, many of these conditions
also exist in Canada. Activity has moved beyond traditional sectors, such
as manufacturing, distribution, and services, as more Canadian businesses
recognize private equity as a viable, value-adding option. Moreover, major fund
formations – particularly in 2006 – have improved investors’ ability to respond
to demand.
Interviewees believe public-to-private opportunities to be a vital deal source
in Canada. Though relatively few of these deals have been done in the past,
recent events – including the 2006 federal decision to tax income trusts like
other corporations by 2011 – have opened the door for them.
However, some argued that current company overvaluations might mean that
there is more potential than reality in a number of these deals. Moreover, delisting is a complex governance and legal process. So for now, despite the
strong interest, these factors might limit the scope of opportunities that can be
tapped.
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CROSS-BORDER ACTIVITY INCREASES COMPETITION
Since the 2002 Yellow Pages deal involving Teachers’ Private Capital and
Kohlberg Kravis Roberts & Co., Canadian opportunities have achieved a higher
profile among cash-rich American buyout funds and other foreign investors. The
result has been rising cross-border activity and some of the largest acquisitions
of all time.
Interviewees viewed this as a positive trend that adds to market
competitiveness. Concurrent with this trend has been greater Canadian activity
on a global basis, especially among the largest institutional and private funds.
In prior years, the survey found buyout and mezzanine professionals were
concerned about undercapacity in the Canadian market for deals sized above
$100 million. Interviewees argued that this gap has likely been filled, given the
increased cross-border activity, as well as better capitalized domestic funds.
Interviewees said recent trends have also prompted American, European,
foreign pension funds, and other institutional investors to become active in
Canadian-based buyout and mezzanine partnerships. The survey found this to
be a significant influence in 2006, as foreign sources accounted for 33 percent
of total new commitments.

SMALLER-CAP INVESTMENTS STILL UNDERSERVED IN CANADA
Interviewees agreed that much of Canada’s buyout and mezzanine deal flow is
mid-market in nature. Some of the best prospects lie with thousands of small,
privately owned firms that are experiencing competitive transitions and might
increasingly turn to private equity to undertake an expansion, MBO, refinancing,
or restructuring.
The coming Canadian succession boom is on the horizon for many investors.
Owners of numerous family-run companies are expecting to retire over the next
15 years – and related asset transfers are estimated to be in the trillions of
dollars.
Successions and other mid-market events often involve smaller-cap deals.
Interviewees believed much of this activity requires deals of less than $25
million, and that this end of the investment spectrum has not been fully served.
In other words, the record-breaking fundraising of 2006 has probably not
addressed the small-cap gap.
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Buyout and mezzanine professionals said that continued market evolution in
Canada should meet this challenge. This will entail better resourced specialty
funds able to access small-cap opportunities in key regions. Given the
performance potential of this activity, foreign investors might also assume a
role, though this has not typically been the case to date.

LOOKING BACK, LOOKING FORWARD
Interviewees agreed that Canada’s buyout and mezzanine segments have come
a long way in a short time. This was particularly apparent over the past 5 years
or so, as managers who had gained experience in merchant banking operations
launched and led successful partnerships.
Activity has been fuelled by a stronger institutional appetite for private equity
returns, in part to make up for reduced public market returns. American
institutional investors have been aggressively raising their private markets
exposure, and signs indicate that a comparable trend might be developing in
Canada.
The robust market environment of 2006 reflects a distinct change from just
a few years ago, when fund managers encountered fewer supply sources and
uncertain deal flow, among other challenges. While the exuberance continues
in early 2007, interviewees noted potential pitfalls ahead, such as a global
economic downturn, as well as a credit crunch, following a period of high
leverage levels.
Interviewees believe that if Canadian buyout and mezzanine investors draw on
their experience and specializations, they will show continued performance and
grow the market further. But this will require close attention to fundamental
practices, such as a long-term, equity-led focus on quality and value creation.

Perspectives on venture capital activity
QUALITY OF TECH OPPORTUNITIES BETTER THAN EVER
North American venture capital activity has been relatively flat since the end of
the downcycle in 2004, despite growth spurts in key technology-intensive regions.
Canadian fund managers were nonetheless bullish about the volume of deals in
clean-tech, IT, life sciences, and other sectors, especially in urban centres.
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Indeed, venture capital professionals said the quality of opportunities in
Canada in 2006 was better than ever. While domestic and foreign investors
have long recognized Canadian strengths in R&D, innovation systems, and
knowhow, over a decade of activity has added significantly to Canadian
experience and skill sets.
Interviewees pointed to several examples of 2006 deals in which entrepreneurs
were founding their second or third businesses. This indicates a larger pool of
homegrown serial entrepreneurs, particularly in communications and IT clusters,
which are a major contributor to deal flow.
Entrepreneurial managers are often more aggressive, emphasizing global
expansion, and Canadian venture capital funds are in a good position to take
advantage of these trends. In 2006, interviewees observed investors focusing on
firms with the best growth prospects and making use of cross-border partnerships
and new liquidity markets, such as the United Kingdom’s AIM exchange.

CROSS-BORDER ACTIVITY BRINGS CASH, ADDS VALUE
Since 1999, American venture capital funds and other foreign investors have
been integral to activity in Canada, investing billions in a select number of
emerging businesses. Over time, foreign activity has spread beyond Ontario
IT to most regions and sectors, typically through deal syndicates with
Canadian partners.
Venture capital professionals believe these partnerships have benefited
technology development. American funds have contributed company-building
resources, market access, and networks. In turn, Canadian funds have brought
their own specializations and value added to bear, given foreign partners access
to deals, and undertaken much of the heavy lifting of early-stage activity.
Costly cross-border tax issues have been a major impediment to activity. For
some time, the Canadian Venture Capital and Private Equity Association and
leading American fund managers active north of the border have argued the
need to amend the Canada-United States tax treaty to improve the deal-making
environment.
Consequently, interviewees welcomed the proposed treaty changes in the 2007
Federal Budget, particularly the elimination of withholding taxes on cross-border
interest payments and the extension of treaty benefits to American limited
liability corporations.
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YOUNG CANADIAN BUSINESSES REQUIRE MORE CAPITAL
Thomson Financial data show a recent drop in the number of firms backed by
venture capital relative to dollars invested that, in part, was due to an increased
market emphasis on high-growth opportunities. In 2006, this contributed to
some narrowing of the Canada-United States gap in deal capitalization in key
sectors.
However, interviewees argued that up-and-coming businesses require even
greater capital infusions. Well-resourced deals involving the most promising of
these would facilitate competitiveness and rapid expansion in domestic and
international markets. Interview participants noted a particular need for more
capital targeted to later stages of development.
Larger domestic fund sizes would support this objective. However, fundraising
levels in the Canadian venture capital segment have been declining over the
past 6 years, mostly as a result of a slower retail market. To date, private fund
formations have not yet been able to compensate.
A lack of supply sources is at the root of this trend. Despite some new
institutional sources in 2006, all fund managers must typically draw from
the same pool. Interviewees believe supply-side issues must be addressed
to create more institutionally supplied partnerships. Several also argued the
importance of some continued reliance on retail investors.

LOOKING BACK, LOOKING FORWARD
While the Canadian venture capital space is, in comparative terms, still
evolving, major expansion has occurred over the long term. In addition, fund
managers are applying lessons learned from experience during the heated
activity leading up to 2000, as well as the post-2000 period of consolidation
and renewal.
Interviewees expressed hope that the sizable commitments to buyout funds by
domestic and foreign pension funds and other institutional investors in 2006
will eventually spill over to venture capital funds. They noted, however, that
certain market entry barriers must be overcome, and that public policy has a
role to play here.
Investors must persevere with activity that generates strong returns
performance to ensure that market allocation processes will align to favour topperforming general partner teams. Interviewees stated that the environment in
Canada has already begun to reflect changes along these lines.
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The current quality of deal flow, along with reasonable company valuations,
facilitates performance aims. Going forward, an array of better capitalized
balanced and specialty venture capital funds based in Canada, in partnership
with foreign investors, could take the market into its next phases of growth and
development.
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Conclusion
Data drawn from the Canadian Private Equity Activity Survey 2006, as well as
supplementary data provided by Thomson Financial Canada, indicate that
Canada’s private equity market entered a third year of either expanding activity,
or more sustainable levels of activity, in 2006.
At the outset of 2007, the evidence suggests that intense fundraising and
investment trends in the buyout and mezzanine segments were undiminished,
while in the venture capital segment, quality deal flow and other factors pointed
to potentially improving conditions ahead.
Interviews with senior private equity professionals confirmed the survey
findings and suggested that Canada’s market is coming of age. Canadian-based
investors are finding new opportunities at home and becoming increasingly
important market players on the North American and worldwide stage.
Interviewees and other survey respondents attested to the ongoing market
evolution and experience that should serve investors well in the future,
particularly if economic and financial cycles show signs of change. For this
reason, Canada’s private equity fund managers are in a strong position to build
on their achievements.
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Appendix 1
PRIVATE EQUITY PROFESSIONALS INTERVIEWED FOR
PRIVATE EQUITY CANADA 2006

Andrew Waitman

Brent Belzberg

Managing Partner

Senior Managing Partner

Celtic House Venture Partners

TorQuest Partners Inc.

Les Lyall

Ted Anderson

Senior Vice-President

Managing General Partner

GrowthWorks

Ventures West Management Inc.

John Albright
Partner
JLA Ventures
Stephen Stewart
Managing Director
McKenna Gale Capital Inc.
Jean-Pierre Chartrand
President, Industry Team
Novacap
Andrew Sheiner
Managing Director
Onex Corporation
Robert Talbot
Managing Partner
Propulsion Ventures Inc.
James Leech
Senior Vice-President
Teachers’ Private Capital
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Appendix 2
CONTRIBUTORS TO THE CANADIAN PRIVATE EQUITY
ACTIVITY SURVEY 2006
ARC Financial Corporation

CTI Corporate Finance Canada

AVAC Ltd.

Dancap Private Equity Inc.

Avrio Ventures Management
Corporation

Desjardins Capital de risque
Discovery Capital Corporation

Banyan Capital Partners
EDC Equity Fund
BC Advantage Funds (VCC) Ltd.
EdgeStone Capital Partners Inc.
BCE Capital Inc.
ENSIS Management Inc.
BDC Subordinate Financing
Fondaction
BDC Venture Capital
BEST Funds

Fonds de solidarité des travailleurs
du Québec (FTQ)

Birch Hill Equity Partners
Management Inc.

Foragen Technologies Management
Inc.

BMO Capital Corporation

Frontier Capital Partners

Brightspark Ventures

Garage Technology Ventures
Canada

CAI Managers & Co. LP
GeneChem
Callisto Capital LP
Genesys Capital Partners Inc.
Canadian Medical Discoveries
Fund Inc.

GrowthWorks

Canterbury Park Management Inc.

GTI Capital Inc.

Capimont Inc.

Hydro-Québec CapiTech

CDP Capital – Private Equity Group

Innovatech

Celtic House Venture Partners

Integrated Partners

Chrysalix Energy Management

Ironbridge Equity Partners
Management Inc.

CIBC Capital Partners
Jefferson Partners
Clairvest Group Inc.
JLA Ventures
Covington Capital Corporation
Kensington Capital Partners
Crown Capital Partners Inc.
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Kilmer Capital Partners Ltd.

ROI Management Ltd.

Latitude Partners Inc.

Roynat Capital

Manulife Capital

Scotiabank Private Equity
Investments

Manvest Inc.
Skypoint Capital Corporation
McKenna Gale Capital Inc.
SpringBank TechVentures GP Inc.
McLean Watson Capital Inc.
T2C2 Capital
MMV Financial Inc.
TD Capital Mezzanine Partners
MSBi Capital
TD Capital Private Equity Investors
Multiple Capital Inc.
TD Capital Ventures
MWI & Partners
Teachers’ Private Capital
NDI Capital
Tech Capital Partners Inc.
New Brunswick Investment
Management Corporation

TechnoCap Inc.

NorthRock Capital Partners

TorQuest Partners Inc.

Novacap

Tricap Partners Ltd.

OMERS Capital Partners

TriWest Capital Partners

ONCAP Management Partners LP

VanCity Capital Corporation

Onex Corporation

VenGrowth Private Equity Partners
Inc.

Orchard Capital Group Inc.
VentureLink LP
Pangea Ventures
Ventures West Management Inc.
PenderFund Capital Management
Ltd.

Victoria Park Capital Inc.

Penfund

The Walsingham Fund

Perseis Private Equity Partners, Inc.

Wellington Financial LP

PFM Capital Inc.

Westcap Management Ltd

Primaxis Technology Ventures Inc.

XPV Capital Corporation

PRIVEQ Capital Funds

Yaletown Venture Partners Inc.

Propulsion Ventures Inc.

Yellow Point Equity Partners LP

RBC Technology Ventures Inc.
Richardson Capital Limited
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110 Charles Street West
Toronto, Ontario M5S 1K9
T: 416 313 3700
F: 416 313 2999
1250, boulevard René-Lévesque Ouest
Bureau 4430
Montréal, Québec H3B 4W8
T: 514 939 6800
F: 514 939 6810
Suite 3000
Petro-Canada Centre
West Tower
150 – 6th Avenue South West
Calgary, Alberta T2P 3Y7
T: 403 538 2160
F: 403 538 8797

Thomson Financial Canada
TD Centre, Canadian Pacific Tower
100 Wellington Street West
PO Box 123, Suite 1900
Toronto, Ontario M5K 1H1
T: 416 956 1077
F: 416 964 2516

www.mckinsey.comada

www.thomson.com

