=4 MARKETING COMMUNICATION

NATIXIS IM
INVESTOR DAY
THAILAND

Real Value
in Private
Assets

FLEXSTONE

4" NATIXIS

INVESTMENT MANAGERS

Together, we're experts
in equities, bonds, ESG,
thematics and alternatives.

Experience
The Expert Collective

> IM.NATIXIS.COM



=

Uncovering Small-and-Mid-Cap Private Equity Opportunities

Private equity has become a widely recognized asset class. Against the backdrop of recent market disruption, opportunities
within the secondary markets have blossomed.

Eric Deram, Managing Partner of Flexstone Partners, shared valuable insights on secondary private equities during his
presentation at the Natixis IM Investor Day 2023.

He delves into the realm of small-and-mid-cap markets and explores the emergence of general partner-led (GP-led)
continuation vehicles, an innovative practice in the private equity arena. In a GP-led scenario, the GP allows secondary
buyers to purchase fund interests from existing investors in a fund.

Attractiveness of the small-and-mid-cap market

Known for its illiquid and long-term nature resulting in a large dispersion in performance, private equity has historically
rewarded skilled managers which have delivered performance consistently. Therefore, it is important to be selective and
trying to time the market in private equity is usually not recommended.

Private equity’s role as a catalyst of the real economy lies in the fact that small-and-medium-sized enterprises (SMEs) are
the backbone of the real economy'. Hence, private equity is the only way to invest in this largest segment of the economy.
As such, the opportunity in the small-and-mid-cap sector is enormous.

In addition, value can be created in the underlying asset in the smaller end market by way of operational improvement,
leverage, and market price increase.

The small-and-mid-cap market offers better absolute returns, enhanced diversification options, and more exit opportunities.

Flexstone's investment recommendations
Private equity assets have experienced minimal valuation declines. Meanwhile, other asset classes have suffered more
substantial setbacks. This has led to a denominator effect, wherein investors find themselves with an overallocated
portfolio. The need to rebalance often drives investors to sell their private equity holdings in the secondary market, leading
to price reductions.
In this context, the small-and-mid-cap secondary market has witnessed significant price discounts, further exacerbated by
demand and supply imbalance in the smaller end of the market, making it an attractive prospect for secondary investors.
Furthermore, the emergence of GP-led secondaries adds a new dimension to private equity market.

This innovative method opens up access to liquidity to investors in a relative illiquid market. On top of that, it provides
permanent capital to fund managers as they recycle the same assets repeatedly. Flexstone forecasts that GP-led
transactions will grow significantly, to about USS75 billion in 2023 which is 50% of the secondary market.

SECONDARY LP PORFOLIO PRICING (% OF NAV)

100% 99%
95%
90%
85%

80%

75%

71%

70%
65%
2015 2016 2017 2018 2019 2020 2021 2022
o Buyout () All Venture () Real Estate

Private equity prices in the secondary market. Source: Jefferies Global Secondary Market Review, January 2023

1. Capital 1Q, % of number of companies in Europe, May 2015.




=

I Searching for opportunities far and wide

Flexstone recommends investing in private equity market consistently, specifically in secondaries with a good mix of GP-led
secondaries in the small end of the market in today’s environment.

Flexstone Partners’ expertise in the small-and-mid-cap markets positions investors to take advantage of these
opportunities and deliver value to their investors. The recent closure of their fourth core investment strategy at

USS790 million in April is a testimony to their expertise.

By understanding the concepts and dynamics of private equity, particularly in the secondaries market, investors can make
informed decisions and tap into the potential for long-term growth and competitive returns that this asset class offers.
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