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he measurement of private equity fund

performance has historically been based on

the capital actually called up and invested by

the fund manager. However, this approach
does not take into account the fact that the investor
has no control over when the fund manager will call
up its outstanding commitment - the investor must
have capital ready to meet its remaining commitment
to the fund as and when the manager makes a capital
call. Therefore an alternative (and less explored) view
of private equity performance is to observe it in the
context of total capital committed to the fund by the
investor.

But how do we account for this? Investors can, and do,
deal with the issue of how to handle their outstanding
commitments in several ways. Those with large and
long-established private equity programs can make
estimates with a degree of certainty regarding the
timings of aggregate cash flows in their portfolios and
can therefore employ an “over-commitment” strategy
to maintain a stable allocation to the asset class.

Other investors may invest in any number of liquid
assets while waiting for capital calls to be made.

The “base case” scenario is to invest outstanding
commitments in risk-free assets (e.g. T-Bills), and this
is the scenario measured by the Preqin Private Equity
Committed Capital Index (Preqin PECC Index), the first
ever index to track buyout fund performance data
using a committed capital model. The Preqin PECC
Index aims to represent the returns on committed
capital by including the actual amount of money
invested in private equity partnerships as well as
returns that the outstanding commitments will
generate if invested on a risk-free basis.

For more information about the Preqin Private Equity
Quarterly Index (PrEQIn Index) - Preqin’s private equity
performance index based on invested capital - please
visit: www.preqin.com/privateequity
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Quarter End All Buyout Index Quarterly Return Quarter End All Buyout Index Quarterly Return
Dec-99 1,000.0 - Jun-09 1,867.2 2.99%
Mar-00 1,030.8 3.08% Sep-09 1,946.8 4.26%
Jun-00 1,0315 0.07% Dec-09 2,003.7 2.92%
Sep-00 1,029.0 -0.24% Mar-10 2,008.7 0.25%
Dec-00 1,029.2 0.02% Jun-10 1,983.2 -1.27%
Mar-01 1,005.8 -2.28% Sep-10 2,096.4 5.71%
Jun-01 1,009.0 0.32% Dec-10 2,184.9 4.22%
Sep-01 1,0124 0.33% Mar-11 2,296.7 5.12%
Dec-01 1,007.6 0.47% Jun-11 2,388.7 4.00%
Mar-02 999.7 -0.78% Sep-11 2,275.0 -4.76%
Jun-02 1,028.6 2.8%% Dec-11 2,294.7 0.87%
Sep-02 1,0235 -0.50% Mar-12 2,409.3 5.00%
Dec-02 1,037.5 1.37% Jun-12 2,386.7 -0.94%
Mar-03 1,051.2 1.31% Sep-12 2,453.0 2.78%
Jun-03 1,094.2 4.09% Dec-12 2,526.0 2.97%
Sep-03 1,113.8 1.79% Mar-13 2571.0 1.78%
Dec-03 1,182.2 6.14% Jun-13 2,624.2 2.07%
Mar-04 1,219.5 3.16% Sep-13 2,740.0 4.41%
Jun-04 1,236.5 1.39% Dec-13 28715 4.80%
Sep-04 1,295.0 4.73% Mar-14 2,937.2 2.29%
Dec-04 1,3833 6.82% Jun-14 3,033.5 3.28%
Mar-05 14145 2.25% Sep-14 2,989.1 -1.47%
Jun-05 1,447.8 2.36% Dec-14 3,029.2 1.34%
Sep-05 1,502.5 3.78% Mar-15 3,022.7 -0.21%
Dec-05 1,588.2 5.71% Jun-15 3,149.0 4.18%
Mar-06 1,643.2 3.46% Sep-15 3,144 -0.15%
Jun-06 1,719.1 4.62% Dec-15 3,196.7 1.67%
Sep-06 1,755.6 2.12% Mar-16 3,245.7 1.53%
Dec-06 1,871.6 6.60% Jun-16 33038 1.79%
Mar-07 1,951.4 4.27% Sep-16 3,380.7 2.33%
Jun-07 2,066.6 5.90% Dec-16 3,403.0 0.66%
Sep-07 2,145.7 3.82% Mar-17 35111 3.18%
Dec-07 2,198.5 2.46% Jun-17 3,680.3 4.82%
Mar-08 2,443 2.08% Sep-17 3,799.7 3.24%
Jun-08 2229.2 -0.67% Dec-17 3907.9 2.85%
Sep-08 2,064.2 -7.40% Mar-18 39474 1.01%
Dec-08 1,874.8 9.17% Jun-18 3,897.3 -1.27%
Mar-09 1,813.0 -3.30%
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METHODOLOGY

HIGHLIGHTS

First index to track private equity buyout performance data using a committed capital model.
Unitized index aggregates committed capital performance of all buyout funds covered.
Observes the local currencies of the fund; converts to US dollars.

Objective measure of performance similar to securities.

Preqin Private Equity Committed Capital Index: Historical Performance

Index Level (Rebased to 1,000 as of 31-Dec-99)
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OVERVIEW:

The Preqin PECC Index captures in an index the net
performance of buyout funds on a committed capital
basis. The Preqin PECC Index aims to represent

the returns on committed capital by including the
actual amount of money invested in private equity
partnerships as well as returns that the dry powder
will generate if invested on a risk-free basis.

Any capital distributed back to investors from fund
managers is then assumed to be re-invested in the
fund. Re-investment is effected by using distribution
proceeds to repurchase outstanding fund-linked
feeder shares.

Preqin Private Equity Committed Capital Index: lllustrative Example of Cash Flow for a Member Fund Indexed

Committed Capital

%

e

Grown in Risk-Free Instruments
(T-Bills etc.)

*Where “re-investment” is effected by using distribution proceeds to repurchase outstanding fund-linked feeder shares
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Illustrative Example of the Preqin Private Equity Committed Capital Index Model:

Fund 1: Fund 2: Fund 3: Fund N:
Committed Performance Committed Performance Committed Performance Committed Performance
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*Where “re-investment” is effected by using distribution proceeds to repurchase outstanding fund-linked feeder shares
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METHODOLOGY

Pregin has created the industry's first Private Equity
Committed Capital Index (Preqin PECC Index)
capturing the performance of private equity buyout

funds using:
®  Capital committed at the beginning of the fund
life;

¥ Capital invested each quarter;
Distributions returned at each quarter;
®  Fund net asset value (NAV).

The Index uses the capital committed at the
beginning of the fund life with any capital drawn
down for investment regarded as at risk, while any
capital that has not been invested (the dry powder)
is grown at the risk-free rate. The NAV of the fund

is also treated as risk and once the fund comes to
the end of its life it is kept in the index until it is fully
liquidated.

Fund currencies are converted from the local
currency into US dollars.

DATA COVERAGE

The Preqin PECC Index uses data from Preqin’s

Private Equity Cash Flow tool:

®  Only data from private equity funds classified as
buyout is used;

" Comprised of fund-level cash flow data for over
1,130 funds;

¥ Represents over $1.8tn in raised capital;
First cash flow transaction dates back to 1980;

" Covers the full spectrum of the buyout industry.
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