J.P. Morgan Targets Deals in Asia

U.S. Bank Will Set Up Private-Equity Team With $750 Million
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HONG KONG -- J.P. Morgan Chase & Co. is dedicating $750 million to set up a private-equity unit to invest its own capital alongside that of clients in Asia, according to people familiar with the situation.

The new initiative will allow the Wall Street firm to deploy more capital targeting investments in rapidly growing Asian economies, after the U.S. bank appeared to emerge from the subprime-mortgage crisis relatively unscathed.

J.P. Morgan is bringing in-house the staff of TVG Capital Partners to run the investments, as that private-equity firm winds down its current funds, the people said. That decision allows J.P. Morgan to get the new operation up and running faster than if it built a team from scratch. TVG is bringing in 10 people, and J.P. Morgan expects to add to that quickly.

Private-equity firms expect increasing opportunities in Asia because of a recent decline in equity markets across the region and greater volatility in share trading. Lower equity valuations and greater uncertainty in public markets make it more attractive for companies to raise money by selling stakes to private-equity investors. At the same time, many private-equity funds still have substantial assets raised from investors and available for use in landing deals in Asia.

Principal investing, or investing with one's own capital, also is increasingly attractive to global investment banks, which have built up large teams of bankers in Asia scouting out opportunities. Rather than relying solely on fees from clients, such as private-equity firms or strategic investors, these banks want to be able to cash in on those deals themselves.

J.P. Morgan has recently built up its business focused on midsize companies, an area where private-equity firms have had greater success in Asia landing deals aimed at providing growth capital and capital-market savvy. In the U.S. and Western Europe, private-equity firms typically target large-scale buyouts involving management control and extensive retooling of operations to cut costs of running the businesses.

The team at TVG Capital Partners focused on investing in the telecommunications industry, where the firm's two co-founders have extensive experience. Varun Bery was a telecom banker for Credit Suisse Group and a consultant for McKinsey & Co. John Troy worked at the Asian Infrastructure Fund since its inception in 1994 and was previously at several global telecom firms. Mr. Bery also worked at the Asian Infrastructure Fund before they set up TVG Capital Partners.

J.P. Morgan plans to use the team to evaluate deals in all sectors except real estate and financial institutions, the people familiar with the situation said.

The small outfit has a strong track record. TVG Capital Partners nearly doubled its money on the recent sale of its holding in Hanarotelecom Inc., one of South Korea's biggest providers of broadband services, to SK Telecom Co. TVG Capital Partners invested in that deal alongside American International Group Inc. and TPG in 2003.
