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PE Attys Must Stay On Top Of These 6 Trends In 2020 

By Benjamin Horney 

Law360 (January 1, 2020, 12:04 PM EST) -- Private equity firms charged ahead with deal-making and 
fundraising in 2019 despite ongoing geopolitical volatility and concerns about a potential U.S. recession 
on the horizon. But attorneys need to be aware that the PE industry is evolving, from an increasing 
interest in areas like technology and cannabis to a rising reliance on smaller-than-usual transactions. 
 
The overall volume and value of private equity-backed deals have dropped this year, although the 
figures are still nothing to scoff at. And the global mountain of dry powder, or unspent funds earmarked 
for deals, sits at a record $1.4 trillion, according to data from research firm Preqin.  
 
Private equity clients count on their lawyers to provide advice on a wide range of matters. In order to 
remain trusted counsel, attorneys have to be aware of the way the industry is changing. 
 
Here, Law360 explores six trends private equity attorneys need to be aware of in 2020. 
 
People Are Anxiously Anticipating a Potential Recession 
 
It’s no secret that the U.S. economy has been steadily expanding since the end of the last recession a 
decade ago, and market watchers have expressed worry that another downturn could be looming. That 
hasn’t stopped those in the PE world from staying active, but they are taking the potential for there to 
be a recession into consideration as they plan to make deals and raise funds.  
 
“It’s something people are talking about,” said Jennifer Wisinski, a partner at Haynes and Boone LLP and 
chair of the firm’s business transactions department. “There’s definitely some uncertainty right now.” 
 
For now, private equity clients don’t seem to be changing their strategies for a recession that hasn’t yet 
happened, but it is definitely on their radar, which means attorneys must keep abreast of what’s going 
on with the economy as well. 
 
“Everybody’s been saying there’s a recession coming for the last three or four years,” said James Crowe, 
a partner with Holland & Hart LLP. “At some point they will be right, but until then they’re wrong.” 
 
The Marketplace Continues to Become More Competitive 
 
If you’ve been working in or around the private equity industry in recent years, you’ve heard that 
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competition for assets is growing. Anyone who went into 2019 thinking that trend might reverse course 
was sorely mistaken.  
 
“I believe the main story in private equity at the end of 2019 and heading into 2020 is 
the enhanced competitiveness of the marketplace for premium middle market deals arising from a 
maturing appetite for direct control investments from new participants,” said Neil Townsend, a partner 
in the corporate and financial services department of Willkie Farr & Gallagher LLP and co-chair of the 
firm’s private equity group.   
 
The field of competitors seems to expand significantly each year. Today, auctions that once mainly 
involved private equity firms can include sovereign wealth funds, as well as venture capital firms that 
have the ability to write bigger checks than they used to. They can even feature family offices, which 
historically have been limited partners to private equity funds but have become more sophisticated in 
recent years.  
 
Not to mention the growing number of independent sponsors — people who were at a private equity 
firm previously but decided to strike out on their own and raise a fund or launch a firm. 
 
“You see people who maybe they were a fund manager at a bigger fund and now they want to branch 
out or do something specifically in an area they’re passionate about,” said Todd Boudreau, a partner in 
Morrison & Forester LLP’s global private equity investments and buyouts practice. 
 
The increased competition is especially being felt with certain types of assets, particularly companies 
that provide some kind of unique technology or tech-enabled service, according to Marc Porter, a 
partner with Holland & Hart. 
 
“There’s a lot of activity and competition for really good companies, especially in tech,” he said. “I don’t 
see anything that’s going to slow that down, absent something really significant happening in the 
economy.” 
 
Sky-High Prices Usher In the Age of the Add-On 
 
The fierce competition for assets has led to companies being sold for higher multiples than ever before, 
which is forcing private equity fund managers to think twice before paying big bucks for a platform 
acquisition. Instead, many in the industry have turned their focus to add-on, or bolt-on acquisitions, 
which are smaller transactions that serve to bolster a firm’s portfolio without necessarily shelling out for 
huge multiples. 
 
“Most folks are trying to figure out the ‘buy and build’ strategy, Boudreau said. 
 
Of course, in order to take advantage of this strategy, PE clients first need a platform company in a given 
industry that they can bolster. So some private equity players will need to come to terms with the fact 
that they might have to fork over more dough than they’d like on a platform business. 
 
“You may pay a little more for a platform deal,” said John McGowan, a partner in Haynes and Boone's 
corporate practice group. “The metrics are better for smaller add-on deals,” 
 
PE players are enamored with add-on deals because they can often present better opportunities to build 
value and make more money down the road when it comes time for an exit. Boosting the value of a 



 

 

more established, platform-type asset is far more difficult than doing so for a smaller business. Add-ons, 
on the other hand, can be integrated with other similar businesses the PE firm owns in order to create 
value. 
 
“When people are doing a platform acquisition, they often already have add-ons in mind,” said Rahul 
Patel, a partner with King & Spalding LLP and co-chair of the firm’s global private equity and mergers 
and acquisitions practice.  
 
Patel noted that King & Spalding has seen some instances of a PE firm acquiring add-on assets at the 
same time they make a platform purchase. 
 
“They kind of run both processes simultaneously,” he said. 
 
PE Funds Are Extending Their Reach 
 
Private equity fund documents typically mandate the general area of the world in which the vehicle is 
allowed to invest, but those regions are not always set in stone. PE players will typically be open to good 
deals no matter where they are in the world, unless the country an asset is located in might trigger a 
review by the Committee on Foreign Investment in the United States. 
 
Some clients will want to avoid investments in regions like China, Russia and Iran, but otherwise much of 
the world is far game.  
 
“Because of the competition and the need to deploy capital, you’re seeing funds looking at territories 
outside the more traditional footprint,” Porter said. 
 
Funds that in the past would invest mostly in a handful of U.S. states, for instance, are now looking 
elsewhere in the country to try and find diamonds in the rough. The extended reach won’t necessarily 
be explicitly spelled out in fund documents; instead, funds that have always had the ability to invest 
throughout North America, for example, are seeking deals outside of the specific areas of the continent 
they historically have. 
 
“Increasingly, funds located on the coasts are becoming much more active in the Rocky Mountains,” said 
Porter of Holland & Hart. “There are California or New York funds that have multiple investments in 
Utah, for example, where the markets for things like tech, consumer products and life sciences are all 
hot right now.” 
 
Cannabis Deals Are Tantalizing but Tricky 
 
Interest in cannabis-related investments is on the rise, although the fact that the drug is still federally 
outlawed in the U.S. means there are complexities when private equity clients are trying to do deals. 
Attorneys have to be aware of issues including increased regulatory compliance and difficulty in 
procuring financing, since the traditional banking giants are still unwilling to get involved in the space.  
 
“Some PEs may be looking at cannabis more seriously, but federal legislation makes it tricky,” said 
Crowe. 
 
Pure cannabis plays can present problems, but private equity clients don’t just stick to deals involving 
the drug itself. There are a plethora of pot-adjacent opportunities out there, such as large commercial 



 

 

warehouses and agricultural technology businesses, and some PE players may look to get in on those 
sorts of companies while waiting for the federal government to potentially make a move on legality.  
 
Some in the PE industry are hopeful that the banking concerns might melt away soon. H.R. 1595, the 
Secure and Fair Enforcement, or SAFE, Banking Act, would allow cannabis businesses in states that have 
legalized it to use banks and services such as checking accounts, loans and credit cards. It would also 
protect the banks that work with cannabis businesses from federal regulators, which could cancel their 
deposit insurance or otherwise punish them. 
 
The House of Representatives passed the bill 321-103 in late September, and it now awaits 
consideration by the Senate. 
 
Tech and Health Care Companies Continue to Be Highly Coveted 
 
Whether a potential portfolio company is focused on artificial intelligence, software as a service, data 
collection or something less complex, private equity clients are focused on anything tech. If it has a tech 
component and is also related to the health care industry, it will be even more highly sought after, as 
those two industries are the cream of the crop for PE right now. 
 
“Health care and tech have really been booming,” said Joshua D. Reynolds, a mergers and acquisitions-
focused principal at Polsinelli PC. 
 
Deals for health tech businesses can be complicated, so if you’ve been tapped to work on such a 
transaction, Reynolds suggests setting up a team of regulatory attorneys early on to make sure you’ve 
got all the expertise you’ll need. 
 
“That can give you the ability to look around the corner and see what the issues are going to be,” he 
said. “There’s nuance to the regulatory side of health care transactions. You really need a health care 
specialist team to work side by side with the corporate team. It’s a different animal.” 
 
Common issues attorneys will be asked to assist with include compliance and reimbursement, the latter 
of which is related to the risk a company takes on by agreeing to provide its services upfront and be paid 
later by an insurer. 
 
“A lot of private equity funds I work with are adding health care pieces,” said Haynes and Boone's 
McGowan. “There’s a lot going on in health care and it’s trending up. It provides nice recurring revenue, 
and there’s a lot you can do with technology in the space.” 
 
--Editing by Alanna Weissman. 
 

All Content © 2003-2020, Portfolio Media, Inc. 

 

 


