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A firm too good to be true
In 2018 the Abraaj Group was the world’s biggest private equity firm specialising in
emerging markets, with a portfolio of $14bn. Then it fell apart, and its founder Arif
Naqvi is under house arrest in London, awaiting extradition to the US on charges that
might mean life imprisonment.
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�  translations

�� private equity investment model involves buying and restructuring companies that are not
publicly traded, then reselling them for a big profit. It originated in the United States and never

Arif Naqvi after an interview at the 2017 World Economic Forum in Davos
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seemed suited to developing countries, whose economies often have large informal
sectors, extensive state control and many family-owned businesses reluctant to open up
to external shareholders. Developing countries also lack an ‘ecosystem’ — the
legislation, institutions and trade practices required to professionalise the industry.
And in the Gulf, and the Muslim world more generally, where excessive reliance on
debt is discouraged, what used to be called ‘leveraged buyouts’ provoke suspicion.

The Abraaj Group, founded by Arif Naqvi in Dubai in 2002 to manage funds for Middle Eastern
investors, was a gamble, but his spectacular achievements won over the markets. In 2007 Naqvi
resold a 25% stake in Cairo-based investment bank EFG Hermes, doubling his investment in 16
months, and made a capital gain of 39% in eight months on the resale of Egyptian Fertilizers.
Amid widespread privatisation and soaring oil prices, the buying and selling of businesses in the
region grew, largely thanks to Naqvi, by then known as the Gulf’s buyout king (1).

Abraaj (‘towers’ in Arabic) started out in the Middle East, then expanded throughout the Menasa
(Middle East, North Africa, South Asia) region and was soon doing business worldwide,
controlling many businesses in every sector from around 20 regional offices. The principles of the
US model seemed to have been successfully adapted. Abraaj funds were organised by region and
sector. The group offered an outcome that satisfied all participants: the companies bought out
benefited from improved management that enhanced their business performance and, indirectly,
the economy as a whole; Abraaj received a management fee equal to 1.5% of total assets invested,
plus around 20% of the capital gain made when the company was resold. Investors, according to
Abraaj, could expect an annual net return of 17%.

‘Doing well by doing good’

Besides its financial performance, Abraaj claimed to be committed to environmental, social and
governance criteria. Naqvi became a celebrity and an opinion leader whose ideas were in synch
with the new millennium. His image as a visionary business leader trying to change the world was
seductive, and he constantly declared that good business was compatible with good intentions; his
slogan was‘Doing well by doing good’. He regularly attended the World Economic Forum in
Davos, meetings of the Clinton Global Initiative and other forums of ‘happy’ globalisation,
boasting of Abraaj’s good corporate governance, transparency and integrity. As a champion of
sustainable development, he made investments that were supposed to transform production and
consumption models, especially in the world’s poorest regions. He attacked preconceived ideas
about the markets in which Abraaj invested, deploring the scant interest that private equity
giants showed in investments he believed were no more risky than any others. He declared that
‘labelling growth markets as emerging markets [was] lazy and patronising’ and called them
‘global growth markets’ (2).

Naqvi, influential and with extensive networks, knew how to win over the private sector and
devotees of results-driven culture, preferring scientific evaluation and concrete results to
promises. Under the logic of ‘impact investing’, he believed that social, human and ecological
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impacts should be assessed in the same way as financial performance. His reputation grew when,
in 2015, Abraaj was the subject of a case study by the Stanford Graduate School of Business,
disseminated worldwide by the Harvard Business School. This study explained Abraaj’s
phenomenal rise, analysing its best practices and methods of value creation, with a focus on its
healthcare sector activities (3).

Naqvi deplored the lack of private-sector involvement in a field that had been left in the hands of
the state and charities. The Abraaj Growth Markets Health Fund, with funds of $1bn, promised
to re-energise healthcare by bringing together private and public sectors, international
organisations, NGOs and philanthropists. Naqvi positioned himself at the intersection of these
sectors, offering a vision of a network of ‘regional centres of healthcare excellence’ equipped with
the latest medical technology to resolve the lack of healthcare in the poorest countries.

He also placed himself at the head of the movement for sustainable development. In 2012 he
signed the UN Global Compact, and Secretary-General Ban Ki-moon appointed him to its board,
where he was the only representative of the private equity industry. Abraaj espoused the UN’s 17
Sustainable Development Goals, adopted in 2015, including no 3, ‘Ensure healthy lives and
promote wellbeing for all at all ages’, which envisions a society where healthcare is not the sole
responsibility of medical actors.

It’s easy to see why Abraaj was able to convince the heavyweights of economic development. The
International Finance Corporation (IFC, the World Bank’s private-sector arm), the European
Bank for Reconstruction and Development, the Islamic Development Bank, the US Overseas
Private Investment Corporation, Proparco (part of the French Development Agency), the UK’s
CDC Group, the German Investment Corporation and the Bill & Melinda Gates Foundation,
among others, invested massively in Abraaj’s funds.

Naqvi’s close links to Bill Gates greatly contributed to his credibility in the business world and in
philanthropic circles. Since retiring from business, the founder of Microsoft has devoted himself
to philanthropic work, helping to develop new vaccines and bring drug prices down. In 2010,
with his wife Melinda and financier Warren Buffett, he launched the Giving Pledge campaign;
this recruited more than 200 of the world’s super-rich, including Naqvi, who pledged to devote
more than half of their fortunes to philanthropic work during their lifetimes.

Like Bill Gates, I'm an optimist. So I

believe the glass is half full, very firmly. I

don't believe it's half empty
Arif Naqvi
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‘Transforming lives’

The Naqvi family’s Aman Foundation, based in Pakistan, claimed to devote $150m to
‘transforming the lives of the most vulnerable citizens’ of that country (4). In education, Naqvi
gave nearly £6.2m ($7.6m) to found the world’s first masters course in finance and private equity
and an Abraaj Group Chair in Private Equity at the London School of Economics, of which he,
his wife and eight other family members are graduates. He became known as a great art collector
and established the generous Abraaj Capital Art Prize to foster creativity.Naqvi received honours
too; in 2015, he and his wife were awarded the BNP Paribas prize for individual philanthropy.

In September 2017 Abraaj seemed to be at the peak of its powers. Naqvi had just returned from
giving a talk on long-term investment at the Asian Summit hosted by the Milken Foundation
(named after Michael Milken, the disgraced financier known as the junk bond king before
serving a prison term for securities violations and embarking on a new career in philanthropy).
Abraaj was preparing to launch its biggest and most ambitious private equity fund, with $6bn to
improve social conditions in 30 developing countries (5).

Its network was still growing: the guest of honour at its last investor meeting had been former
US secretary of state John Kerry. Abraaj was strengthening its management team with the
recruitment of Kito de Boer, who had been Middle East director for management consultants
McKinsey before succeeding Tony Blair as the Middle East Quartet’s peace envoy. De Boer was
proud to work for an enterprise that had managed to attract ‘most of the planet’s leading
investors’ and whose health funds were ‘inspirational capitalism at its most enlightened’ (6).

An apparently trivial incident signalled the start of Abraaj’s fall. On 27 September 2017 an asset
manager at Hamilton Lane (and probably other investors) received an email from an anonymous
whistleblower warning against investment in the new fund, that Abraaj’s internal governance was
not all it claimed to be, and that employees were scared to speak. Naqvi denied everything,
claiming it was a politically motivated attempt to destroy him. Abraaj produced an ‘independent’
report by auditors KPMG, exonerating it (though the report was heavily biased, and it was
discovered that KPMG had close links with Abraaj). Hamilton Lane seemed reassured and
confirmed that it would be investing $100m in Abraaj’s fund. Everything seemed to return to
normal.

In January 2018 Naqvi was in Davos for a panel on public health with Bill Gates and two medical
professionals, where he declared, ‘Like Bill, I’m an optimist. So I believe the glass is half full, very
firmly. I don’t believe it’s half empty’ (7). What the audience didn’t know was that the Bill &
Melinda Gates Foundation, the IFC, the CDC Group and Proparco had already asked forensic
accountants to investigate where their money had gone. Other investors followed suit and the
reports confirmed what everyone had begun to suspect: Naqvi had misappropriated some $230m
meant to build hospitals in Nigeria, Pakistan, Kenya or India.

Naqvi’s empire was not limited to Abraaj’s funds and charitable organisations. He also controlled
businesses that he owned in his own right, and others registered in the names of family members
or close friends. Since he knew how to accommodate regulations, he had registered Abraaj and
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some of its funds in the Cayman Islands; other group entities were registered in Dubai,
Mauritius, London or New York, so no single regulator had an overview of all the group’s
activities. Abraaj’s ideals were easier to fake than to put into practice (8). Naqvi flattered the
powerful, who returned the compliments and implicitly acted as guarantors for his activities. The
trust he built up allowed him to circumvent the obligation to exercise due diligence.

Deception was ‘like playing poker’

As more revelations followed, the whole edifice crumbled and the screen that had allowed Naqvi
to hide debts of over $1bn and fake profits of nearly $500m vanished. The US justice system —
embodied by Geoffrey Berman, US attorney of the Southern District of New York, an expert on
white-collar crime, and the SEC (Securities and Exchange Commission), which oversees the
financial markets — uncovered overwhelming evidence from internal emails and recorded phone
conversations. Abraaj had been struggling for at least five years, and Naqvi had engaged in
systematic fraud.

Naqvi emerged as cynical and pitiless; criminal deception to him was ‘like playing poker’ (9). In
2016, when discussing the best way to structure a $20m bribe to Pakistan’s president Nawaz
Sharif and his brother Shehbaz (‘a portion to the election fund kitty ... a portion to charity’), he
warned that the document would be explosive in the wrong hands and that it would be necessary
to ‘keep it generic’. In 2017 he ignored Abraaj’s financial director’s request for money to pay
employee salaries and instead instructed him to make urgent payments of $300,000 each to his
son and his former assistant Ghizlan Guenez, who ran The Modist, an online fashion retailer he
owned. In an email with the subject line ‘Take a deep breath, say Alhamdulillah and proceed’
Naqvi wrote, ‘Both are broke, need the cash tomorrow’ (10).

In April 2018 the United Arab Emirates public prosecutor issued an arrest warrant for Naqvi for
writing cheques for $48m without sufficient funds, which could have earned him three years in
prison; Naqvi avoided this by settling out of court. A few days later the US authorities issued a
warrant for Naqvi and five collaborators. He was arrested at London’s Heathrow airport and
spent a few weeks on remand, long enough to raise bail of £15m ($19m), the highest ever set in
the UK. He is currently under house arrest in London, awaiting extradition to the US, where he
could well spend the rest of his life in prison.

Emerging markets and Middle East finance were discredited. In the year after Abraaj’s troubles
became public, buyout funds focused on the region only raised a third of their annual average for
the last five years (11). The Dubai International Financial Centre (DIFC), of which Abraaj was
the jewel in the crown, is trying to reassure investors; the 2016 insolvency law was amended this
September. Pakistan has also been severely affected; its financiers remember the Bank of Credit
and Commerce International, founded by Agha Hasan Abedi and funded by Arab capital before it
collapsed in 1991. It had been involved in financing Colombian drug cartels.
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Translated by Charles Goulden
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What has become of Abraaj? In June 2018 the Grand Court of the Cayman Islands ordered its
provisional liquidation. But its profitable remnants are attracting would-be purchasers. A number
of Middle Eastern private equity firms bid for them, but investors favoured firms that did not
come from growth markets. The main beneficiaries have been US firm Colony Capital, owned by
Tom Barrack, a close friend of Donald Trump, and British firm Actis, which specialises in
emerging markets. This August a court in the United Arab Emirates sentenced Naqvi in absentia
to three years in prison over losses made by low-cost carrier Air Arabia, while the Dubai financial
services authority fined Abraaj a record $315m for misleading investors and misappropriating
their funds.

One can only marvel at the credulity of investors and regulators. They should have been
concerned at Abraaj’s huge expenditure, opacity, conflicts of interest and excessively close links to
politicians. The Abraaj system was too good to be true, and Naqvi’s virtue signalling should have
triggered more rigorous supervision. Remember Ralph Waldo Emerson describing a house guest:
‘The louder he talked of his honor, the faster we counted our spoons.’
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