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Preqin’s Private Equity Performance Data: A Vital Tool

Access our benchmarking tool for free or sign up to Preqin’s Performance Analyst module, the industry’s most extensive
source of net-to-LP private equity fund performance.

With full metrics for over 7,600 named vehicles, across a range of fund types and geographies, subscribers can use
Performance Analyst to:

»  Benchmark a fund’s performance against its peers

»  View past performance for specific managers and funds

*  Assess returns by region, fund type and vintage

*  Gain a further understanding of the latest trends in the industry

For more information, or to register for a demonstration of Performance Analyst, please visit:

www.pregin.com/pa
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any electronic or other data storage medium, or printed or published in any document, report or publication, without the express prior written approval of Preqin Ltd. The information presented in PPreqin Special Report: PME, June 2015 is
for information purposes only and does not constitute and should not be construed as a solicitation or other offer, or recommendation to acquire or dispose of any investment or to engage in any other transaction, or as advice of any nature
whatsoever. If the reader seeks advice rather than information then he should seek an independent financial advisor and hereby agrees that he will not hold Pregin Ltd. responsible in law or equity for any decisions of whatever nature the
reader makes or refrains from making following its use of Pregin Special Report: PME, June 2015
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that the information or opinions contained in Preqin Special Report: PME, June 2015 are accurate, reliable, up-to-date or complete

Although every reasonable effort has been made to ensure the accuracy of this publication Preqin Ltd. does not accept any responsibility for any errors or omissions within Pregin Special Report: PME, June 2015 or for any expense or other
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The Importance of PME Benchmarking

Investors and fund managers alike
frequently benchmark private equity
returns against public markets in order to
gauge the relative performance of their
investments. For LPs, it is an important
exercise to undertake to inform portfolio
construction decisions and to evaluate the
performance of one asset class against
another. For fund managers, it forms a key
aspect of fund marketing to help secure LP
commitments.

Private equity returns, however, are not
directly comparable with public market
indices, due to the asset class’s illiquid
nature and irregular timing of cash flows.
The industry has long used the analogy
of ‘comparing apples with oranges’ when
discussing the difficulties of evaluating the
differences between private equity and
public market performance.

The development of the public market
equivalent (PME) measure of returns
provides a more meaningful, like-for-like
comparison. PME metrics benchmark the
performance of a fund, or a group of funds,
against an appropriate public market index
while accounting for the timings of the
fund cash flows. When PME values are

Methodology Metric

Private Equity
Outperformance if:

generated for many funds, they can be
used as an alternative measure of ranking
fund performance, while controlling for
broader market behaviour.

Preqinis delighted to announce the addition
of PME benchmarks and individual fund-
level PME comparisons to its Performance
Analyst service, which already provides
net-to-LP fund performance metrics for
over 7,600 named vehicles globally. The
new PME tool enables the comparison of
private equity and venture capital returns
against six public market indexes using
a choice of three PME methodologies:
Kaplan-Schoar PME, Long Nickels PME
and Capital Dynamics PME+. All of the
methodologies utilize the since inception
cash flow data Preqin holds for almost
3,000 funds.

The table below provides an overview of
the three PME methodologies Pregin now
offers along with their specific strengths and
weaknesses. Having the ability to employ
a number of different PME methodologies
is highly desirable to an investor, but it is
important to also maintain awareness that
each is fundamentally an approximation
until the funds are fully realized.

Description of Calculation

Pages 6-13 of this report provide a number
of PME benchmarks for these three
methodologies across a range of private
equity fund types and geographies, which
are featured with a selection of public

market indices.

(
Data Source

information for:

funds

funds

Preqin’s Private Equity Cash Flow
Download provides the ultimate
source of private equity fund cash
flow data, showing full cash flow

* 884 buyout funds

* 693 venture capital funds

e 324 funds of funds

e 340 private equity real estate
e 120 distressed private equity
* 98 mezzanine funds

For more information, please visit:

www.preqgin.com/cashflow

Strengths

WWEELGENSES

KS PME Ratio Value > 1 Calculated by discounting the private The calculation looks Ignores the timings of
(Kaplan-Schoar) equity fund cash flows by the public at the ratio of outflows cash flows.
market index value. versus inflows as
opposed to generating
The discounted distributions plus the an IRR, which is time-
current remaining value are divided by | dependent and is easily
the discounted contributions to obtain manipulated.
the ratio.
Easy to interpret.
LN PME Annualized | Estimated PME IRR Contributions to PE fund are LN PME IRR is directly IRR sensitive to
(Long-Nickels) Rate < PE Fund IRR converted to an equal purchase comparable to the PE early distributions.
of shares in the public index. Fund IRR, allowing Large distributions
Distributions represent liquidation of an apples-to-apples could cause a
share in public index. comparison. negative PME final
period remaining
IRR calculation uses same value, making PME
contributions and distributions as PE IRR calculation
fund, but with a different final period computationally
remaining value. impossible.
Capital Annualized | Estimated PME IRR | Uses a fixed scaling factor (lambda) As for LN PME, with PME+ does not
Dynamics Rate < PE Fund IRR to modify each distribution to ensure the added benefit of match the cash flows
PME+ the PME final period remaining value avoiding a final period perfectly.
is the same as the PE fund remaining negative remaining
value. IRR calculation uses modified | value, making PME IRR
contributions and distributions but calculation possible in
same final period remaining value. more cases.
3 © 2015 Preqin Ltd. / www.preqin.com
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Understanding the

Shortness of LN PME
- Philippe Jost, Capital Dynamics

- Philipp Stoll, Evoco

Measuring the performance of private equity
is challenging due to the irregular timing of
the cash flow. Internal rates of return (IRR)
and performance multiples are often-used
methods, with the latter being simpler and
relating the distributions to the investments.
While performance multiples have the
disadvantage of disregarding the time value
of money, the IRR takes it into account by
computing the equivalent rate at which the
present value of the investments is equal to
the present value of the distributions and
the NAV of the investment. Monitoring both,
the IRR and multiples, results in a good
absolute performance overview of a private
equity fund.

These performance measures are specific
to private equity (or more generally any
asset class that has irregular cash flows) and
allow a comparison between different funds.
Public benchmarking is the comparison of
private equity funds to public benchmarks
and is very important as it computes the
opportunity cost of investing in private equity
as compared to public equity.

Public Benchmarking of Private Equity

Public market returns are not directly
comparable to private equity IRRs due
to the timing of the investments. A natural
way to achieve comparability is to mimic
the private equity cash flows with a fictive
public equity fund. This fund purchases and
sells shares at the same time as the private
equity vehicle calls and distributes cash.
The NAV of the fictive fund, called the public
NAV, depends on the number of shares and
the share price. Table 1 illustrates how to
derive the public NAV.

The above presented fund has an IRR
of 11.7% and the LN PME performance
can be computed by replacing the NAV
with the public NAV; the so obtained
performance is 7.9%, which corresponds
to an outperformance of 3.8%. At this point,
it is interesting to note that the private and
public vehicles have the same cash flow but
the final NAV (depending on the number of
public shares) is different.

The number of public shares depends on
the cash flows and the benchmark. In some
situations, this value can become negative,

4

Table 1: LN PME Calculation lllustration

Capital

Public Shares

Year Calls Dist. NAV Public Index owned Public NAV
0 -1,000 0 1,000 100 10 1,000
1 0 560 600 112 5 560
2 -60 0 700 120 515 660
3 0 280 370 140 3.5 490
4 0 240 300 120 1.5 180
Fig. 1: LN PME Performance of Public Indices
40%
4.8%
35%
30%
o LN PME is Not
25% Calculable

20%

16%

10%

5%

0%

MSCI World

which typically happens if the distributions
are large or if the public index faces losses.
For a more complex cash flow, the fictive
fund can go short and then recover to a
positive end NAV. If the fictive vehicle holds
short positions for a time, the validity of the
LN PME calculation becomes questionable.

In order to cope with this issue, Capital
Dynamics proposed an alternative method
to benchmark private equity. PME+ scales
the distributions by a factor A such that
the public NAV at the end is equivalent to
the private NAV. The private equity fund
and the fictive fund have the same capital
calls and the same final NAV but different
distributions.

LN PME accumulates the out- or
underperformance in the final NAV whereas
PME+ spreads it over time across all
positive cash-flows. Additionally, PME+
ensures that the number of public shares
remains positive and therefore avoids the
shortness problem.

u LN PME is Short

S&P 500

Source: Capital Dynamics

Quantifying the Shortness Issue

Although the problem of shortness is a well-
known drawback of LN PME and has been
noted by other practitioners, its magnitude
has never been quantified. To fill this gap,
we have computed PME values on a
sample of approximately 750 buyout and
venture capital funds with vintage years that
range from 1976 to 2008. About 60% of the
funds cover North America, 35% Europe
and 5% Asia.

Fund and public equivalent performances
have been computed for two different public
indices that are often used: MSCI World and
S&P 500, each as a total return index. These
indices are well-diversified, well-known and
have sufficiently long histories to overlap all
private equity funds in the sample.

The severity of the shortness issue is
generally underestimated. Within the
sample set, more than 30% of the funds
have this problem (Fig. 1). However, in

© 2015 Preqin Ltd. / www.preqin.com
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many situations, this issue is not even
highlighted, as it generally does not prevent
the computation of PME. In more adverse
situations, the IRR becomes incomputable;
this generally happens when the final public
NAV is highly negative. In about 5% of the
cases, LN PME is not calculable.

There are three potential outcomes when
benchmarking a private equity fund:

1. Outperformance (indicates that the
private equity fund is performing better
than the public index).

2. Underperformance (indicates that the
public index is performing better than
the private equity fund).

3. Not calculable (indicates that the
benchmarking cannot be conducted for
the reason described above during the
respective period).

Both LN PME and PME+ have a good ability
to detect out- or underperformance. In the
example from Table 2, using the MSCI
World index, LN PME and PME+ disagree in
two cases. Only the private equity funds that
have performed very well have an LN PME
that is not calculable. However, for about
25% of the funds, LN PME is calculable but
has a shortness issue.

The private equity outperformance might
be quantified by subtracting the LN PME or
PME+ value from the IRR of the fund. Thus
an LN PME or PME+ outperformance of
0 would mean that the private equity fund
has performed just as good as the public
index. The distributions of outperformances
for LN PME and PME+ are depicted in Fig.
2. For the benchmarking results marked as
not short, PME and PME+ seem to show
a very good linear correlation. A regression
analysis reveals a correlation coefficient of
99%.

The funds marked as short exhibit an
abnormal concentration close to 0 on the
LN PME axis which indicates that their
outperformance measured with LN PME is
very low. In fact, this is not always the case!
PME+ shows that some of them have a
significant outperformance (corroborated by
another benchmarking measure) whilst the
LN PME measured outperformance is low.

Preqin Special Report: Public Market Equivalent (PME)

Table 2: PME Calculatfion lllustration

Benchmarking

LN PME PME+

Benchmark Out- Under- Not Out- Under- Not
Index Performance Performance Calculable Performance Performance Calculable
MSCI World 366 350 36 400 352 0
S&P 500 303 401 48 352 400 0
Fig. 2: Outperformance of LN PME vs PME+
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LN PME Overperformance

In these cases, the LN PME outperformance
gets eaten up for two main reasons:

1. The number of public shares gets
short and the index has a positive
performance which induces a negative
performance of the public portfolio.

2. Ahighly negative cash flow at the end
due to the negative NAV might lead to
multiple solutions for the IRR.

In order to have a global picture of the
shortness-problematic of LN PME, we
computed some statistics. The mean
outperformance of private equity funds is
0% per annum with LN PME, and 2.8%
with PME+. We see a higher mean for
PME+ as the LN PME shortness issue
only affects very well performing private
equity funds. According to these results,
the LN PME benchmarking implies the
private equity sample performs just
as well as the public market, while the
PME+ benchmarking implies the private
equity sample outperforms the public
market by almost 3%. As a consequence,
performance measurements with the LN

Source: Capital Dynamics

PME method describe the performance
of the private equity asset class as worse
than it actually is, as it cannot calculate
some outperformances or gives doubtful
results for well performing funds.

Conclusion

Both LN PME and PME+ are intuitive and
therefore good candidates for benchmarking
private equity funds with public market
indices. The LN PME method has a
mathematical issue that shows up for well
performing funds or in bad public market
conditions. In real world application, this
issue is underestimated as it is perceived
as being an academic problem. We have
shown that about 30% of the private equity
funds are affected to different degrees. In
5% of the cases, LN PME is not calculable.
However, a true adverse situation happens
when LN PME is calculable but subject to the
shortness problem. In this case it is highly
likely that the outperformance measured by
LN PME is very low compared to the real
outperformance; outstanding funds might
look mediocre.

-
CapitalDynamics &g Y

Capital Dynamics is an independent, global asset manager, investing in private equity and clean energy infrastructure. We
manage investments through a broad range of products and opportunities including separate account solutions, funds and
structured products. Capital Dynamics and all its affiliates have USD$19 billion in assets under discretionary management,
advisement and administration as of December 2014. The firm’s history goes back to 1988. lts 20 most senior investment
professionals have over 20 years of experience in private asset management on average. We believe our experience and culture
of innovation give us superior insight and help us deliver returns for our clients. We invest locally while operating globally from our
London, New York, Zug, Tokyo, Hong Kong, Silicon Valley, Munich, Birmingham, Seoul and Scottsdale offices.

~
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KS PME Fig. 3: KS PME: All Private Equity - All Regions (As of 31 December 2014)
- Compared to the S&P 500 Total 1.3 If PME value (X)
Return index. is >1, private
equity has
outperformed the
« Investors in private equity funds of 1.2 public market.

vintage years 2000-2005 have earned

more than if they had invested in S&P = KS PME Using

PME Value (X)

500 shares over the same period 1.1 S&P 500 TR
to 31 December 2014, showing the

long-term performance of the asset

class. 1.0

* Investors in a typical 2004 vintage
fund are 25% better off having 0.9
invested in private equity than if they
had the same cash flows in the public
market over the same period.

2000
2002
2003
2004
2005
2006
2008
2009

2001
2007
2010
2011
2012
2013
2014

Vintage Year

. Funds with vintages 2006-2014 Source: Preqin Performance Analyst
have underperformed the S&P 500
Total Return index over the same Fig. 4: PME+: All Private Equity - All Regions (As of 31 December 2014)
period to 31 December 2014, which
is to be expected given the short- 25
term performance of public markets
compared to private equity.

20
PME+ and LN PME : = PME+ Using
5 S&P 500 TR
» Compared to the S&P 500 Total s
Return index. ,
10+—8—B—8— — mPreqgin
Median Net

T T T T 1

* Gives a good indication of the long- IRR
term outperformance of private 5 B
equity versus the public market, as l
the PME+ and LN PME values of 0 ‘ ! ‘ ‘ ! ‘

8 g 8 8

early vintage years are smaller than 5 8 g 5N 8 g 9o =
Preqgin’s median net IRR by vintage. S &8 8 8 8 &8 8 8 8 88 & §

Vint Ye
e 2002 vintage funds stand out in infage year

particular, with the highest median net Source: Pregin Performance Analyst
IRR of 18.4% calculated by Preqin, A ) ) . .

compared with a PME+ value of 7.3% Fig. 5: LN PME: All Private Equity - All Regions (As of 31 December 2014)

and LN PME of 6.3%.

25

*  For vintage years 2006-2011, PME+
and LN PME values are greater than 20

the median net IRRs by vintage.
= LN PME Using

15 S&P 500 TR
2
o J R R ~ = Preqgin
Median Net
IRR
i 1111 7
0 l T T T T T 1
o — N [sp} < o) el ~ e o o —
o o o o o o o o o o — —
o o o o o o o o o o
N N N N N N N N N N N N

Vintage Year

Source: Pregin Performance Analyst
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PME Benchmarks
All Private Equity, North America

KS PME Fig. 6: KS PME: All Private Equity - North America (As of 31 December 2014)
 Compared to the S&P 500 Total 1.3 If PME value (X)
Return index. is >1, private
equity has
. . outperformed the
*  Unlike the all geographies 1.2 public market.

benchmarks, 2007 and 2009 vintages
are already outperforming public
markets, while 2008 vintage funds
have equal performance.

u KS PME Using
S&P 500 TR

PME Value (X)

. Investors in 2001 vintage funds are 1.0 - I = B l : -
23% better off than if they had the
same cash flows in the public market,
on average. 0.9

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010 | m
2011 |
2012w
2013 |
2014 —

* Investors in 2014 vintage North
America-focused funds would have
been 10% better off investing in the
public market over the same time
period to 31 December 2014.

Vintage Year

Source: Pregin Performance Analyst

Fig. 7: PME+: All Private Equity - North America (As of 31 December 2014)

25

PME+ and LN PME

« Compared to the S&P 500 Total
Return index.

_ mPME+ Using
* Outperformance of private equity over S&P 500 TR
the longer term, i.e. North America- °
focused funds with vintages 2000- Preqin Median
Net IRR

2004 have greater median net IRRs
than PME+ and LN PME values.

e Over the shorter term, the difference
is smaller, although on the whole,

PME+ and LN PME values exceed 8 53 8§ 8 38 8 88 8 & 2 3
N N N N N N N N N N N N

the median net IRRs by vintage over

the same time period. Vintage Year

Source: Pregin Performance Analyst

-~ ~ Fig. 8: LN PME: All Private Equity - North America (As of 31 December 2014)

Data Source

25

Preqgin’s Funds in Market database
contains detailed information for over
1,100 North America-focused funds

currently raising capital. = LN PME Using

S&P 500 TR

%

Fund profiles include information
on strategy and geographic focus,
interim close and target sizes, known
investors and fund manager details.

Preqin Median
Net IRR

For more information, or to register
for a demonstration, please visit:

S &z 8 8 3 8 8 85 8 & 2 =
(@) (@) (@) (@) (@) o o o o o
. . N N N N N N N N N N N N
www.preqgin.com/fim
_J Vintage Year

Source: Preqin Performance Analyst
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KS PME

»  Compared to the MSCI Europe Total
Return index.

*  OQutperformance of private equity
compared to the public market is
seen across all vintages, excluding
2000, 2005 and 2007.

* Investors in 2009 and 2010 vintage
Europe-focused private equity
funds are 27% and 18% better off
respectively than if they had invested
the same cash flows in the MSCI
Europe TR index over the same time
period.

*Data point for KS PME vintage 2001 is as
of September 2014.

PME+ and LN PME

*  Compared to the MSCI Europe and
S&P 500 Total Return indices.

+ Shows median private equity IRRs
outperform MSCI Europe TR across
all vintages.

**Data point for PME+ vintage 2001 is as
of September 2014.

***| N PME is not computable for vintages
2001, and 2004 using S&P 500 TR.

( R
How Does Pregin Collect Data?

Preqin  gathers  private  equity
performance data primarily from two
sources:

e Directly from fund managers —
We always ensure that data from
GPs is net-to-LP and reconcile
the information against financial
reports for confirmation.

e Freedom of Information Act
(FOIA) Requests to LPs — For
over half the fund manager data
we also have FOIAdata, providing
an additional verification tool.

More and more fund managers are
seeing the benefits of providing
performance data to Preqin.

www.preqgin.com/sharedata

Fig. 9: KS PME: All Private Equity - Europe (As of 31 December 2014)

1.6 If PME value (X)
1.5 is >1, private
' equity has
14 outperformed the
13 public market.
8 .
1.2
3 - I = KS PME
9] . Using MSCI
>
[ | —_ - — m 1 Europe TR
% ] .O T T T . 1 p
0.9
0.8
0.7 -
0.6
o
o
o
N

*2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Vintage Year

Source: Pregin Performance Analyst

Fig. 10: PME+: All Private Equity - Europe (As of 31 December 2014)

20
18 |
16 N S h
= PME+ Using
14 ~ MSCI Europe TR
12 -
xX 10 m Pregin Median
Net IRR
8
6 PME+ Using S&P
4 500 TR
2 B
0

o
Q
(@)
N

2004
2005
2006
2008
2009

**2001
2002
2003
2007
2010
2011

Vintage Year

Source: Pregin Performance Analyst

Fig. 11: LN PME: All Private Equity - Europe (As of 31 December 2014)

25

20 - = LN PME Using
MSCI Europe TR

15 ———&

Pregin Median
Net IRR

%

LN PME Using
S&P 500 TR

(@)
(@)
(@)
N

***2001
2002
2003

***2004
2005
2006
2007
2008
2009
2010
2011

Vintage Year

Source: Pregin Performance Analyst
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PME Benchmarks
All Private Equity, Asia & Rest of World

KS PME Fig. 12: KS PME: All Private Equity - Asia & Rest of World (As of 31 December 2014)

» Compared to the S&P 500 Total It PME value (X) is

Return index. 1.3 >1, private equity
has outperformed
< Al funds with vintages 2005-2014 1.1 the public market.
have underperformed the S&P 500 L
Total Return index over the same o .,
period to 31 December 2014. ks '
w
« 2006 vintage funds have so far fared g 07 = KS PME Using
the worst over the same time period S&P 800 TR
compared to the public market, 0.5
underperforming by 67%.
0.3
* Vintage years 2008 and 2009 were 8 8 5 8 o) =) - o « i
also weak, underperforming by 32% & & & & & & & & & &
and 29% respectively. Vintage Year
PME+ LN PME Source: Preqin Performance Analyst

Fig. 13: PME+: All Private Equity - Asi Rest of World (As of 31 D 2014
. Compared to the S&P 500 Total ig. 13 + rivate Equity - Asia & Rest of World (As of 31 December 2014)

Return index. o5

* For vintage years 2006 to 2011,
PME+/LN PME values are greater 20
than Pregin’s median net IRRs,

indicating that investing the same 15 = PME+ Using

amount with the same timings in the S&P 500 TR

public market would have produced

greater returns for the investor. 10+ Pregin
Median Net

. For example, a PME+ value of IRR

19.9% and a LN PME value of 19.5% 51

for vintage 2011 Asia & Rest of

World-focused private equity funds, 0 ‘ ‘

compared to a Preqgin median net IRR 2007 2008 2010 2011
of 8.3%.

%

Vintage Year

Source: Pregin Performance Analyst

' D . . , ) .
Preqin Investor Network Fig. 14: LN PME: All Private Equity - Asia & Rest of World (As of 31 December 2014)
Are you an investor currently making 25
commitments to private equity? What
returns can you expect from the 20
industry?
Pregin Investor Network offers the 15 Iégggﬂo%ggng
most comprehensive private equity NS
and venture capital benchmarks
and indices for free to accredited 10— Pregi
investors, giving vital support to your erzg'ign Net
due diligence. IRR
5
For more information, or to register
for free, please visit: 0
www.pregin.com/pin 2005 2007 2008 2010 2011
_J Vintage Year

Source: Pregin Performance Analyst
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KS PME Fig. 15: KS PME: Buyout - All Regions (As of 31 December 2014)
- Compared to the Russell 3000 Total 1.8 If PME value (X)
Return index. 17 is >1, private
equity has
L. 16 - outperformed the
. Buyout follows a similar pattern to public market.
All Private Equity, outperforming the £ 1.5 -
public market over the longer term, 2 44
but by a greater extent. §
w138 1 KS PME
. 2000 vintage funds have returned & 12 Using Russell
63% more than the public market - S000TR
over the same period to 31 December '
2014, in comparison with All Private 1.0 -
Equity. 09
8 3883 8833838 2 - a2 =
+  Since vintage year 2008, the KS PME 8 &« R 8 8 8§ §8 8 &8 &8 &8 8 8 8 R
value for buyout funds has been 1.0 or Vintage Year
below, indicating underperformance .
compared to the Russell 3000 TR Source: Preqin Performance Analyst
index. Fig. 16: PME+: Buyout - All Regions (As of 31 December 2014)
PME+ and LN PME 30
»  Compared to the Russell 3000 Total 5
Return index.
0 = PME+ Using
»  Shows that Preqin median net IRRs Russell 3000

are significantly higher than PME+ R

values for vintages 2000-2007, and

than LN PME values for vintages o Preqin
2003 and 2005-2007. Median
Net IRR
- For vintages 2008-2011, the PME+ STm
and LN PME values have exceeded 0
8
&

%
o

the Preqin median net IRRs by at

least 2.0 i int o) 8 8 ES B 8 9 =
east 2.0 percentage points. S 2 g 9 o o S 8 8 3 8
*LN PME is not computable for vintage Vintage Year
2004 funds. Source: Preqin Performance Analyst
(" ") Fig: 17: LN PME: Buyout - All Regions (As of 31 December 2014
Data Source 9 Y ° ( )
25
Preqin’'s Research Center Premium
is a free online service providing 20
access to up-to-date charts and 1] 'bN. PME
league tables, research reports Rﬂ?sge” 3000
and newsletters, fund performance 15 TR
benchmarking tools and slide decks =
from recent Preqgin presentations at i
10 Preqin
conferences. !
Median
o . Net IRR
Gaining free access to Preqin’s 5+ —
Research Center Premium is quick
and easy. For more information, 0 | m
please visit: ) S 9 5 ) 3 o —_
=] o o o S o o o
www.pregin.com/rcp Vintage Year
_J

Source: Pregin Performance Analyst
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PME Benchmarks
Venture Capital, All Geographies

KS PME

Compared to the Russell 2000 Total
Return index.

Shows the opposite story to other
strategies; over the longer term,
venture capital has underperformed
the public markets.

True for funds with vintages 2000-
2003, as well as 2005-2006, 2012
and 2014. On average, venture
capital funds of these vintages
outperformed the public market over
the same period.

LPs in 2000 vintage venture capital
funds would, on average, see
underperformance by 48% compared
to investment in the public market
over the same time period.

Funds with vintages 2007-2011
and 2013 have outperformed the
Russell 2000 TR index over the
same period, showing the short-term
outperformance venture capital funds
have experienced recently.

Investors in 2004 vintage venture
capital vehicles are, on average, 28%
better off than if they had invested in
the Russell 2000 TR index over the
same time period.

PME+ and LN PME

11

Compared to the Russell 2000 Total
Return index.

Venture capital is the only strategy
where across all vintages, PME+
and LN PME values are greater than
Preqin’s median net IRRs.

The most significant difference in
performance of venture capital funds
and the public market is seen in
vintage 2000, with a PME+ value of
8.3% and an LN PME value of 8.7%
compared to a median net IRR of
-1.8%.

Fig. 18: KS PME: Venture Capital - All Regions (As of 31 December 2014)

PME Value (X)

1.7
1.5
1.3
| il.1
T T V.V V-V T V.V V-V-V[
0.9 -
0.7
05
8 3 8§ 83 8 858 8% <2 - & 2 3
o o (@) o (@) o o o o o o o o o o
AN N N N N N N N N N N N N AN AN

Vintage Year

If PME value (X)
is >1, private
equity has
outperformed the
public market.

u KS PME
Using Russell
2000 TR

Source: Pregin Performance Analyst

Fig. 19: PME+: Venture Capital - All Regions (As of 31 December 2014)
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2000 TR

Preqin
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Source: Pregin Performance Analyst

20: LN PME: Venture Capital - All Regions (As of 31 December 2014)
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Source: Pregin Performance Analyst
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PME Benchmarks
Distressed Private Equity, All Geographies

www.pregin.com/PME15

KS PME Fig. 21: KS PME: Distressed Private Equity - All Regions (As of 31 December 2014)
- Compared to the Russell 3000 Total 1.6 If PME value (X)
Return index. 15 is >1, private
' equity has
. outperformed the
. Despite the good performance of 14 public market.
distressed private equity since 2008, L 13
as shown in the PrEQIn - Private ¢ = KS PME
Equity Quarterly Index, KS PME § 1.2 Using Russell
values suggest funds with vintages w 3000 TR
2010-2014 have underperformed the = 111
public market over the same time 1.0 -
period.
0.9
* Investors in vintage 2005 distressed 08
private equity funds have, on B 8 5 3 S =} — N ) =
average, earned 43% more than if I i i ] Q Q Q Q 8 8

they had instead invested capital in

Vintage Year
Russell 3000 shares.

Source: Pregin Performance Analyst

PME+ and LN PME Fig. 22: PME+: Distressed Private Equity - All Regions (As of 31 December 2014)

25
*  Compared to the Russell 3000 Total
Return index.
20
. Private equity median net IRRs ® PME+ Using
are greater than PME+ and LN 15 Russell 3000
PME values for 2007-2009 vintage R
funds, displaying the long-term
outperformance of distressed private 10 Pregin
equity. :\Iggdlon Net
5 | -
»  Over the shorter time period since
2010, both PME+ and LN PME values
exceed median net IRRs; investing 04 ~ o _ ‘
in public markets would have been é § g % é §

a better investment over the shorter
term. Vintage Year
Source: Pregin Performance Analyst
+ Expect PME+ values for these
vintages to fall as time progresses. 1 93, | N PME: Distressed Private Equity - All Regions (As of 31 December 2014)
( ) 25
Data Source

The PrEQIn - Private Equity 20
Quarterly Index is calculated on
a quarterly basis using data from
Pregin’s Performance Analyst.

= LN PME
Using
Russell 3000
R

15

%

The models use quarterly cash flow 10 Preqin
transactions and NAVs reported Median

for 7,900 individual private equity Net IRR
partnerships which have raised 5 - -
aggregate capital worth over $4.3tn.

0 - ‘

For more information, or to register

: o 8 5 S 2 = —
for a demonstration, please visit: 8 8 8 S =) =)
N N N N N N
www.pregin.com/pa Vintage Year
_J Source: Pregin Performance Analyst
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PME Benchmarks
Fund of Funds, All Geographies

KS PME Fig. 24: KS PME: Fund of Funds - All Regions (As of 31 December 2014)
- Compared to the Russell 3000 Total 1.4 If PME value (X)
Return index. is >1, private
1.3 - equity has
. . ' outperformed the
*  Funds of funds with vintages 2000, public market.

2002 and 2003 have outperformed
the public market by at least 8% over
the same time period, with as much as

PME Value (X)

33% outperformance by 2000 vintage " éﬁ;gfs%ggg
funds. All other vintages shown in Fig. 10 R

24 have underperformed.

0.9
e 2007 vintage funds of funds have

so far fared the worst of all vintages, 08
compared with the public market,
underperforming by 17%.

2000

2388588
SR REREERER

N N N

2001
2002
2010
2011
2012
2013
2014

Vintage Year
PME+ and LN PME

Source: Pregin Performance Analyst

*  Compared to the Russell 3000 Total

. Fig. 25: PME+: Fund of Funds - All Regions (As of 31 December 2014)
Return index.

25
*  Funds of funds with vintages 2004-
2011 have smaller median net IRRs
than PME+ and LN PME values. 20
® PME+ Using
«  The outperformance of funds of funds 15 Russell 3000
over the longer term, illustrated by 2 TR
the higher median net IRR values
over vintage years before 2004, is not 10 — nPreqgin
as great as for other private equity M;ﬁgr?
strategies such as buyout (page 10). 5 |
*LN PME is not computable for vintage
2000 funds. R © e o
& & &8 &8 &8 8 8 |8 &8 &8 &8 R®
Vintage Year
(" ) Source: Preqin Performance Analyst

Data Source

Constantly updated using data from Fig. 26: LN PME: Fund of Funds - All Regions (As of 31 December 2014)
both investors and fund managers,
Preqin’s  Performance  Analyst 20
represents the most comprehensive
and transparent source of performance
data available.

15 u LN PME
Using
Russell 3000

The module features full performance 1 B Tr:,J

metrics for over 7,600 private equity

0
funds across multiple geographies, Pregin
which can be filtered by geographic 5 ~ Median
region, country or economic region. Net IRR
O . T T

For more information, or to register
for a demonstration, please visit:

2002
2003
2004
2005
2006
2008
2009

*2000
2001
2007
2010
2011

-5
wWwWw.pregin.com/pa

Vintage Year

Source: Pregin Performance Analyst
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Benchmarking

Market Benchmarks

Fig. 27: Preqin Median Benchmarks: All Private Equity - All Regions (As of 31 December 2014)

2000 209 99.0 |201.8] 140.2 | 91.9 | 12.0 0.0 0.0 | 2.07 1.48 1.02 | 23.1 13.0 4.3 | 138.0 | -96.0

2001 141 100.0 |207.1| 153.5 |108.7 | 24.6 2.2 0.0 | 2.27 1.64 1.31 | 271 14.8 7.8 70.0 | -23.9

2002 105 99.5 |206.6| 156.5 |112.6| 21.3 0.0 0.0 | 2.09 1.71 1.31 | 28.5 18.4 9.4 93.0 | -47.2

2003 113 99.9 |185.0| 145.5 | 98.4 | 37.2 8.9 0.0 | 2.05 1.63 1.34 | 23.0 13.2 8.0 | 207.0 | -49.9

2004 127 99.0 |164.4| 121.7 | 70.7 | 53.1 22.4 0.0 | 1.87 1.54 1.12 | 21.5 10.6 4.2 75.0 | -26.0

2005 225 98.0 ]128.0|] 95.0 61.3 | 64.3 38.5 17.7 | 1.67 1.41 1.08 | 12.8 7.6 3.5 | 105.5 | -100.0

2006 280 96.0 |1084| 716 | 47.0 | 82.2 59.4 30.7 | 1.65 1.40 1.13 | 11.2 7.2 2.6 45.0 |-100.0

2007 279 93.9 95.3 64.0 34.6 |100.4| 755 | 47.0 | 1.71 1.41 1.22 | 14.4 9.6 6.0 53.7 | -44.2

2008 228 92.0 86.2 | 554 | 29.6 [105.3] 83.1 54.6 | 1.67 1.42 1.23 | 17.6 11.6 79 | 629 | -39.2

2009 105 90.5 854 | 404 | 23.0 |1086] 91.3 | 66.2 | 1.70 1.42 1.21 | 23.0 15.2 7.9 | 448.0 | -18.0

2010 141 85.0 624 | 28.8 10.3 [119.2| 97.8 | 77.6 | 1.55 1.37 1.20 | 19.8 13.5 84 | 1189 | -7.8

2011 225 70.3 34.0 13.0 0.8 |120.7| 104.5 | 88.0 | 1.43 1.26 1.08 | 20.9 14.1 7.5 | 100.4 | -36.8

2012 186 56.6 17.5 4.7 0.0 | 116.7| 103.9 | 92.1 | 1.34 1.14 1.01 | n/m n/m n/m n/m n/m

2013 198 34.6 5.3 0.0 0.0 |112.0| 100.0 | 90.9 | 1.17 1.04 0.95 | n/m n/m n/m n/m n/m

2014 137 13.0 0.0 0.0 0.0 |100.5| 96.6 84.1 | 1.03 0.97 0.86 | n/m n/m n/m n/m n/m

Source: Pregin Performance Analyst

Fig. 28: All Private Equity - All Regions: Median Net IRRs and
Quartile Boundaries by Vintage Year (As of 31 December Fig. 29: PrEQIn All Private Equity - Quarterly Index (Rebased

2014) to 100 as of 31 December 2000)
30 5 %0 —All Private Equity
S 450
N
éo\ 25 8 400 —Buyout
5 —TopQuartie IRR & 350 7 vonturo Capta
= C ™ —venture Capita
5 Boundary 52 a0 VAN P
Q JOREP
< 15 —Median IRR g g 250 —Real Estate
g £S 200
k7 10 £2 15 —Fund of Funds
[ad "
a4 Bottom Quartile 8
b= IRR Boundary g 100 \/ —Distressed
z 5 2 50 \___,,_//\/"/ Private Equity
€ 5 S&P 500 TR
0 8588838885833 222X
8883888882 OCOLEE0QEE0QEE0AcEOAL
O O O O © O O O O ©6 o o VDPIS0 0PIV I<«VDOI<S0 0O
N & & & & &8 & & & & &« ADPDISAPISZADP2ISZQD 22D
tdofridofridofido 140
. DDV DV DDV DNV ™™
Vintage Year
Source: Preqin Performance Analyst Source: Pregin Performance Analyst
( )
How Can Pregin’s Private Equity Performance Data Help?
Preqgin’'s Performance Analyst module, the industry’s most extensive source of net-to-LP private equity fund performance,
contains full metrics for over 7,600 named vehicles, across a range of fund types and geographies. Subscribers can use
Performance Analyst to:
e Benchmark a fund’s performance against its peers
* View past performance for specific managers and funds
*  Assess returns by region, fund type and vintage
e Gain a further understanding of the latest trends in the industry
For more information, or to register for a demonstration of Performance Analyst, please visit:
www.pregin.com/pa
J
14
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CASH FLOW

cumulative pistribution - .

e Cumulative Nef
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Preqin’s Private Equity Cash Flow download is the indu"s‘"rry’s anIy'
source of reliable cash flow data, allowing users to undertake
extensive financial modelling and gain a complete understanding
of how private equity fund returns evolve over time. The download : o7 2. 690
shows over 176,000 historical data points, including 90,456 cash flow o E
transactions and 85,591 historical NAVs, for over 2,900 pnvo’re equr’ry - . ' —
funds of all types.

‘ Transaction
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149,837.00 -
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611,894,090
611,894 00
5.221,991 gq
5.321,991 gp
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9,280_195_00
9.23&,195_
11.137,806.

. i1, 137,806 o0
____"“‘—L-—:‘_x_.i

) _'5:»9,0(_1

The download provides the ultimate source of private equr’ry fund -l
cash flow data, showing full cash flow information for: :

884 buyout funds
693 venture capital funds : 2l _ﬁ ca
324 uns of funds A

340 private equity real estate funds

G ad Gl Bl ol ol Bl ]

] 20 distressed private equity funds

98 mezzanine funds : ..'_ tr

.

Fig. 30: Private Equity Horizon IRRs (As of 30 September Preqin’s Private Equity Cash Flow download provides the
2014) row data required for a more detailed understanding
of private equity performance evolution, and is a vital

25%

component in portfolio modelling and future cash flow
—All Private Equity predictions.
20%
—Buyout Private Equity Cash Flow data is available as a one-off
download featuring data accurate to the latest quarterly
g 15% —Venture Capital period, or as a subscription where the initial download
5 . features the most recent data and you are then provided
N —Fund of Funds \ \
S 0% with an updated spreadsheet on a quarterly basis.
T ° . . .
—Mezzanine Subscriptions run for a 12-month period.
5% —Ei,S”eTSSGEd . This data can be used to calculate and compare Horizon
flvate Eqully IRRs for a range of fund types (Fig. 30). Here, we use the
fund’s NAV as a negative outflow at the beginning of the
0% ; ; ; ‘ ) . . . )
1Vearto 3VYearsto 5VYearsto 10 Yearsto period, any cash paid or received during the period and
Sep 2014 Sep 2014  Sep 2014  Sep 2014 the fund’s residual value as a positive inflow at the end of
the period.

Source: Pregin Performance Analyst

For more information, please visit:

| @) Oreqin
www.preqgin.com/cashflow u p q

alternative assets. intelligent data.



Preqgin Special Report:
Public Market Equivalent
(PME) Benchmarking

Pregin: Global Data and Intelligence

With global coverage and detailed information on all aspects of the private equity asset
class, Preqin’s industry-leading Private Equity Online services keep you up-to-date on all the
latest developments in the private equity universe.

Source new investors for funds and co-investments

Find the most relevant investors, with access to detailed profiles for over 5,800 institutional
investors actively investing in private equity, including their future fund searches and
mandates, direct contact information and sample investments.

Identify potential investment opportunities

View in-depth profiles for over 2,200 unlisted private equity funds currently in the market,
including information on investment strategy, geographic focus, key fundraising data, service
providers used and sample investors.

Find active fund managers in private equity

Search for firms actively targeting private equity investments. View information on key
contacts, firm fundraising and performance history, and applied strategies of the firm when
investing in portfolio companies and assets.

See the latest buyout and venture capital deals and exits

View details of more than 128,000 buyout and venture capital deals, including deal value,
buyers, sellers, debt financing providers, financial and legal advisors, exit details and more.
Identify forthcoming exits and expected IPOs.

Benchmark performance

Identify which fund managers have the best track records, with performance benchmarks for
private equity funds and performance details for over 7,500 individual named funds.

Examine fund terms

Use our unique Fund Terms Calculator to model fee changes and see: what are the typical
terms that a private equity fund charges? What are the implications of making changes to
different fees? How do these fees vary between fund types and geographies?

Find out how Preqin’s range of private equity products and services can
help you:

wWww.pregin.com/privateequity

July 2015

If you want any further information,

or would like a demo of our

products, please contact us:

New York:

One Grand Central Place
60 E 42nd Street

Suite 630

New York

NY 10165

Tel: +1 212 350 0100
Fax: +1 440 445 9595

London:

3rd Floor

Vintners’ Place

68 Upper Thames Street
London

EC4V 3BJ

Tel: +44 (0)20 3207 0200
Fax: +44 (0)87 0330 5892

Singapore:

One Finlayson Green
#11-02
Singapore 049246

Tel: +65 6305 2200
Fax: +65 6491 5365

San Francisco:

1700 Montgomery Street
Suite 134

San Francisco

CA 94111

Tel: +1 415 835 9455
Fax: +1 440 445 9595

Email: info@preqin.com
Web: www.pregin.com




