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A Pivotal Time for Emerging Markets, including Russia

« Emerging markets private capital has grown substantially over
the past decade

« Yet recent volatility and structural factors are transforming the
industry

Three Themes Shaping Emerging Markets Private
Capital

 Fewer and larger GPs are raising capital as LPs consolidate
relationships

« LPs are turning to specialized GPs and new market segments
to maximize returns

* The glut of capital into ‘hot markets’ will continue to drive boom
and bust cycles




EMPEA @@

A Pivotal Time for Emerging Markets

~
.

.r _...z .

:—-u‘ﬂ»; R-.‘

:
~

ndustry growth
lity and
structural changes

volat




The private capital industry in emerging markets has grown
substantially over the last decade

However, fundraising has slowed in recent years despite increased allocations to PE globally

Emerging Markets Fundraising, 2001-1H 2017
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Source: EMPEA. Data as of 30 June 2017. Note: Fundraising data prior to 2006 are obtained from third-party providers.
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Russia and CIS represent two percent of fundraising in EMPEA ©
Emerging Markets since 2006

Emerging Asia dwarfs all other emerging market regions

Emerging Markets Fundraising, 2006-1H 2017 % of Total Capital Raised Total Capital Raised (US$m)
mAsia 63% 337,305
m Latin America 13% 72,068
Multi-region % 39,216
m Sub-Saharan Africa 5% 29,220
miCEE 4% 24,066
MENA 4% 19,832

®m Russia and CIS 2% 13,209

Source: EMPEA. Data as of 30 June 2017.
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LPs are most concerned about currency volatility, lack of exit EMPEA @O
activity and political risk

Issues That Pose the Greatest Concern for LPs’ EM PE Portfolio
Management, Ranked 1-3

Macro/Fundamental Issues

Currency volatility

Lack of exit activity and
fund distributions

Political risk in
emerging markets

Institutional Issues

Stability of teams/personnel
at investee GPs

Transparency and quality
of GP reporting

Ability to benchmark managers
using a robust dataset

Source: EMPEA 2017 Global Limited Partners Survey.




Macroeconomic and political forces have increased volatility

across EM currencies

Currency Depreciation Against US$, 2013-2017
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Note: Representative rates for the period 8 January 2013 through 15 June 2017. Data as of 16 June 2017.



For commercial investors, risks often overshadow return EMPEA ©
results

EM PE has outperformed EM public equities and has been competitive with DM PE (US$)

EM vs. DM, Top Quartile (Comparative End-to-end Returns)

Index 1-Year 3-Year 5-Year 10-Year
Emerging Markets PE & VC - Top Quartile 6.0 21.7 22.6 23.1
Emerging Markets PE & VC 4.6 9.2 10.3 9.9
MSCI Emerging Markets 11.6 -2.2 1.6 2.2
U.S. PE & VC — Top Quartile 18.1 22.7 25.2 18.0
U.S. PE & VC 10.0 10.3 13.4 9.9
S&P 500 12.0 8.9 14.7 7.0
Western Europe PE & VC — Top Quartile 27.7 §/.5 19.6 14.4
Western Europe PE & VC 11.6 74 11.8 7.3
MSCI Europe -04 -3.2 6.3 0.4

Source: Cambridge Associates LLC Proprietary Index: pooled end-to-end returns, net of fees, expenses and carried interest. All figures calculated in U.S. dollars. Data as of 31
December 2016.



Emerging Europe, including Russia, was previously among the EMPEA ©
top-performing regions for private capital globally

Returns have begun to recover three years after the commodity downturn and international
sanctions on Russia

Emerging Europe* PE & VC Performance
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*The Emerging Europe PE Index includes Russia.
Source: Cambridge Associates LLC Proprietary Index: pooled end-to-end returns, net of fees, expenses and carried interest. Data as of 31 March 2017.



New commitments to EM PE have slowed in recent years

LPs’ Planned Changes to Proportion of Total PE Allocation

Anticipated Dollar Level of New Commitments to EM PE Funds
Targeted at EM PE Over the Next Two Years, 2013-2017*

Over the Next Two Years, 2013-2017*
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2013 Survey 2014 Survey 2015 Survey 2016 Survey 2017 Survey 2013 Survey 2014 Survey 2015 Survey 2016 Survey 2017 Survey

No change planned = Slightly higher m Significantly higher
Slightly lower m Significantly lower

mDecrease ®No change planned Increase

*Excludes investors with EM-only mandates.
Source: EMPEA 2017 Global Limited Partners Survey.



The industry has only scratched the surface of the emerging EMPEA ©
market opportunity

Russia’s private capital penetration is among the lowest of the major emerging market
economies

Private Capital Penetration for Select Developed and Emerging Markets, 2012-2016
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LPs expect to form fewer GP relationships - EMPEA@®

Macroeconomic and institutional pressures put pressure on LPs to consolidate and access EM
PE via different channels, like co-investing and direct investing

How Many New EM PE Fund Manager Relationships Do You LPs' Planned Changes to Their Means of Accessing EM PE
Expect to Form in the Next Three Years? Investment Opportunities Over the Next Two Years

First-time fund managers 20% 17%
Fewer than 5
71%

Non-traditional fund structures 19% 18%

5-10 Direct investment 19% 35%
Co-investment
11-15 Funds of funds* 33% 11%

Separate accounts* 20% 21%

More than 15 Consultants/gatekeepers*

% of Respondents % of Respondents

m All respondents  ® Excluding EM-only investors W Decrease or stop  ®Increase

*Excludes funds of funds and private market advisors. Source: EMPEA 2017 Global Limited Partners Survey.



Consolidation is more evident by fund experience

First-time funds have decreased steadily since 2010, while second or third funds have
decreased since 2013

EM Fund Experience Distribution — Final Closes Only, 2008-2016
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Source: EMPEA. Data as of 31 March 2017.



Earlier funds (especially funds Il and Ill) have the highest

potential for outsized returns, but also higher risk

EM PE IRR Performance by Fund Series Order, Vintage Years 2000-2009
(Net to Limited Partners, as of 31 December 2014)
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Source: Cambridge Associates Private Investments database, as of 12/31/2014. IRR performance figures are net to Limited Partners. Fund order is determined as funds raised under
the same strategy with a stable key investment team and does not include friends and family funds or other non-institutional funds.



EMPEA @@

Three Themes Shaping Emerging
Markets Private Capital

Il. LPs are turning
to specialized GPs
and new market
segments to
maximize returns




EM private capital is no longer just a growth equity story EMPEA @@

Funds with buyout and growth strategies comprised 79% of funds raised in 2012, but just 58%
in 2016

Emerging Markets Fundraising by Strategy, 2012-1H 2017
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Source: EMPEA. Data as of 30 June 2017.



The rapid rise of venture capital

Venture capital fundraising climbed to US$10.5B in 2016, the highest level on record, while

iInvestment declined slightly in Asia after a meteoric rise over the previous four years

EM Venture Capital Investment, 2012-2016
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Private credit GPs raised a record amount of capital in 2016

Private credit fund managers raised US$6B in 2016, the highest total recorded by EMPEA
since it began tracking fundraising in 2006

EM Private Credit Fundraising, 2006-2016
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India leads 2017 market attractiveness rankings

Russia/CIS has ranked in the bottom three in each of the past five years

The Attractiveness of Emerging Markets for GP Investment Over the Next 12 Months

Rank 2013 2014 2015 2016 2017
2
g 1 Sub-Saharan Africa Southeast Asia India
b=
£
= 2 Southeast Asia Southeast Asia Southeast Asia / India Southeast Asia
A
3 Sub-Saharan Africa Sub-Saharan Africa Sub-Saharan Africa
4 China China ' India _ ' Sub-Saharan Africa
5 Turkey ' Brazil China China China
6 Brazil MENA \ Brazil Brazil Brazil
% A
\ W4
8 India MENA MENA I
k=
=
=
; 10 Turkey ITEY

Source: EMPEA. Data as of 31 March 2017. EMPEA 2017 Global Limited Partners Survey.
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India and SSA’s high rankings are reflected in the data

The rise in popularity of Sub-Saharan Africa and, most recently, India may encourage another
boom and bust cycle

Sub-Saharan Africa Fundraising and Investment vs. Market India Fundraising and Investment vs. Market Attractiveness
Attractiveness Ranking Ranking
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Russia and CIS ranks low regardless of activity in the region

For those GPs that can raise capital, a relatively less competitive environment could be
conducive to generating returns

Russia and CIS Fundraising and Investment vs. Market Attractiveness Ranking
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Consumer goods and services is the most attractive for LPs

The number of investments have more than doubled since 2010, due in large part to VC
investment in consumer services

Most Attractive Sectors in Which to Build Exposure via EM Russia and CIS Investment by Sector, 2012-1H 2017
PE

Consumer goods and services*
m Consumer Goods &

Technology and telecommunications Services
Health care ® Technology and
Telecommunications
Clean technology .

Industrials
Financials

Agribusiness = Financials
G

Utilities Health Care

Oil and gas

) . m Basic Materials
Basic materials

Industrials m Utilities

0% 10% 20% 30% 40%
% of Respondents

*Includes retail/e-commerce. **Includes water and electric power.
Source: EMPEA. Data as of 30 June 2017. EMPEA 2017 Global Limited Partner Survey.



EMPEA@®
Takeaways

LPs are leading structural changes in the industry

* Increase in co-investment and direct investment

« Capital concentration

* Relationship rationalization

« Alternatives to traditional growth equity, like VC and
private credit, are gaining interest

Best-in-class GPs are tailoring their teams and
fund offerings to stay ahead of the curve

« Large managers, on one hand, and specialized
managers, on the other, have an edge in fundraising

 GPs are developing PE-adjacent products in credit,
infrastructure and real estate

* Proprietary deal origination, active value creation and
proactive exit strategies must take precedence over
following boom and bust cycles

e AT

20 aEatIans (e




' EMPEA @

Special Report

Private Equity in the
Middle East and
North Africa

EMPEA@®

EMPEA fosters a vibrant and informed private

capital industry to realize investment returns and
sustainable growth in emerging markets.

Become a member today.
Visit EMPEA.org.
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Contact us:

Randy Mitchell
Vice President, Strategic Engagement
EMPEA
mitchellr@empea.net

Luke Moderhack
Manager, Research
moderhackl@empea.net

To learn more about membership, please email
membership@empea.net or visit EMPEA.org.



