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This paper addresses the following:

4  European buyouts generating attractive returns
despite a low growth macro environment

4  The deep and underpenetrated European
midmarket offering compelling competitive dynamics
4  Mid-market being the sweet spot for GP-led
transactions to help businesses bridge the “value
stretch” phase and maximise exit value.

GP-led secondaries continue to gain significant momentum, providing a distinctive way
for investors to access star assets alongside incumbent sponsors.

Sponsors globally are increasingly seeking to pursue GP-led secondaries as
shown by the growth in the global GP-led market from €9bn in 2015 to €71bnin
2024 (+26% CAGR)". Whilst GP-led transaction volumes continue to grow at a
significant pace, there are several themes within the European market which
create particularly compelling dynamics for investors and can be used to gain
targeted exposure with an improved risk/return profile.

European private equity buyouts have generated
attractive returns

Private equity buyout funds in the US and Europe have outperformed the S&P
500 and MSCI Europe respectively by between ¢.4% to 9%, when considered over
10-year and 20-year investment horizons. Whilst both regions have delivered
excellent returns for investors, European buyout funds have outperformed US
buyout funds by c.1% over both periods despite the comparatively lower level of
economic growth in Europe (see Figure 1)
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https://www.hayfin.com/wp-content/uploads/2024/08/PES-The-Great-Unbundling.pdf

Figure 2: Dry powder
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The European mid-market offers compelling
competitive dynamics.

We believe the European market is unusually attractive given size of the opportunity
set in terms of private companies and buyout activity relative to amount of GP-led
capital available. Europe represents 24% of global GDP, with 11 European countries
forming part of the largest 30 economies; European 2023 GDP of $25.5tn represents
the 2nd largest economy in the world, behind US 2023 GDP of $27.4tn°.

There are more than double the number of actively investing buyout funds in the US
vs Europe (c.1,160 vs ¢.500 buyout funds raised 2020-2024) despite not only broadly
similar economic size* but also Europe’s long heritage of creating small- and mid-cap
businesses, as well as globally leading industries. Most Western European countries
have global industry champions and there are c.240k private mid-market companies
across Europe’ relative to ¢.200k in the US®.

Within this, approximately ¢.2% (i.e. c.4,500) of European private mid-market
companies are private equity buyout-backed, forming a large pool of potential GP-led
opportunities. We believe this number will increase over time as the level of buyout
penetration grows closer to the ¢.3% seen in the US. Europe is a less mature but active
GP-led secondaries market representing c. 40%’ of global GP-led deal volume today.

It has a smaller capital overhang for GP-led transactions, which we believe has held
back transaction activity historically. Of the $108bn global GP-led equity dry powder,
c.$37bn is estimated to target European GP-leds i.e. c.1.3x that of last year’s European
GP-led volume.? In the US, equity dry powder is estimated to be c. 1.6x that of last
year's transaction volume’.

Estimated dry power available
for GP-led secondaries ($bn)

2024 Transaction Volume: $40bn $40bn
Capital Overhang: 1.3x 1.6x
64
37
Europe us

3 Rede - European Middle Market Buyout Report (Q2 2024)

4 pitchbook data as of January 2025. Buyout funds $75m

5 Eurostat. EU mid-cap businesses defined as companies with 50-249 FTEs (Oct-24)

6 National Centre for the Middle Market. US mid-cap businesses defined as $10m-$1bn revenue businesses (Dec-23)
7 Evercore (Q22024)

8 pJT, Park Hill (2024)

9 Evercore (2024)



Figure 3:
Pitchbook data as at October 2024
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GP-led secondary activity as a
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Taking a step back, utilisation of GP-leds is growing fast but from a very low base. In
2024, ¢.100 GP-led deals were completed globally'® with a growth rate of +60% CAGR
(2019-2024). There were on average c.1,420 PE exits per year in Europe over the past
five full years (2019-2023)".

We believe going forward 5%-10% of PE exits will be via GP-led transactions, at
roughly 70-140 transactions p.a.

Furthermore, we believe the increase in dedicated GP-led capital will help drive the
annual number of GP-leds in Europe significantly above 100 per year.

The European market has demonstrated that it is rapidly maturing, given historically
GP-led volumes were skewed towards the US. From Hayfin’s discussions with
European sponsors, almost all are actively considering or have executed a GP-led
solution.

As a further reference point, assuming 10%-20% of the c.450 mid-market companies
acquired by PE per year will become star assets™, we estimate a flow of ¢.45-90

new target companies per year in the mid-market alone. Focused in on healthcare,
technology and businesses services, we estimate ¢.35-75 star assets added per year.
Therefore, we believe that Europe is a deep and underpenetrated market and expect
considerable growth in GP-led secondaries.

10 pitchbook (2024)
Taken as a proxy of the assets in the portfolios of mid-cap EU funds with less than a 1-year hold period, from Pitchbook database as at 30 5
October 2024



Figure 4:

Whole market data sourced from Bain
Private Equity Report 2024; Sector-
specific multiples based on Hayfin
analysis of ¢.740 transactions from
2003 to 2025; Tech excl. Software
includes (among others) data and
analytics, Ucaas$, loT connectivity, cloud
services and cybersecurity
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The mid-market is the sweet spot for GP-led
transactions to help companies bridge the "Value
Stretch" phase and maximise exit value.

We believe European mid-market GP-led transactions can unlock a disproportionate
amount of value creation because the targeted businesses are more likely to be at an
inflection point of attractive fundamentals and a clear growth strategy. Once through
the “value stretch” phase, these businesses are likely to find a greater number of exit
venues and buyers in need to deploy dry powder.

Small- and mid-cap buyouts have historically delivered a return premium over large-
cap, driven by factors including lower entry valuations, lower leverage levels, more
repeatable value creation levers, and higher exit liquidity. A better ratio of target
companies to available PE capital helps facilitate more attractive deal origination in the
mid-market.

Relatively more attractive valuations,
particularly in high growth sectors

Average entry EV / EBITDA multiple
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Figure 5:

European leverage ratios retrieved
from BAIRD "Top ten trends in
European Private Equity in 2023"
(January 2024) YTD as at Sept-23.
US leverage ratios retrieved from
Weil "Leverage Finance Market
Update" (October 2023) as at
Sept-23

Figure 6:
Illustrative based on
Hayfin analysis
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With lower reliance on leverage

Entry net debt / EBITDA multiples
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4.7x
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Furthermore, there is a larger dispersion of returns for mid-cap buyout funds
($350m-$1bn) vs mega-cap buyout funds ($3.5bn- <$5.0bn)11, with the top 5%
mid-cap funds generating c.40% returns vs c¢.28% for top 5% mega-cap funds. This
indicates a greater potential for star assets in the mid-market to deliver outsized
returns.

When considering single asset GP-led transactions, European deal sizes on average
tend to be significantly smaller at c.$450m relative to their equivalents in the US at
¢.$850m. Smaller GP-led transactions typically imply underlying businesses are smaller
and this is in line with Hayfin's observations in the market. We believe the focus on
smaller companies allows Europe-focused GP-led strategies to capture more of the
small- and mid-cap return premium.

We see the sweet spot for entry to be €10-50m EBITDA businesses, which typically
have established business models with a proven growth trajectory and several value
creation levers yet to be maximised.

Opportunity to help bridge the value stretch phase
and maximise exit optionality

Exit Optionality
"Value Stretch" Phase

v

Buyout Stage Small-Cap Mid-Cap Large-/Mega-Cap

Tyﬂically founder-led, Professional Elatform,. Established and stable business,

higher risk and growth scalable operations, rapid higher reliance on financing

expansion
EBITDA €£10m-€50m 'S €50m-€100m ([ 0,
¢.$690bn
Dry Powder c.$180bn
¢.$40bn F

Small-Cap ($250-$500m) Mid-Cap ($500m-$2bn) Large-Cap ($2bn+)

With the additional capital and/or time provided by the GP-led transaction, these
businesses have a path to €50m-€100m EBITDA. At that size they benefit from higher
valuation multiples and strong exit optionality in the form of many potential strategic
and PE buyers. Beyond this size exit options begin to narrow, with greater reliance on
a smaller number of mega-cap buyers as well as the IPO market.



Figure 7:
Based on European GPs monitored byu
Hayfin as at January 2025

The

Sweet Spot
of GP-Led
Secondaries

Characteristics of the European market and
implication for transaction dynamics

Europe’s fragmented market requires a relationship-driven approach to successfully
execute on GP-led secondaries.

Europe is comprised of multiple individual national “sub-markets”, each operating
under a separate legal jurisdiction with their own cultural, political and economic
framework. The regional focus is illustrated by the split of European sponsors by focus
area.

Among a group of ¢.430 buyout GPs 85% are regionally focused, 7% are sector-
focused, and 7% are pan-European without a sector focus12. The large number

of smaller regional-focused GPs in Europe create a GP-led market that requires
investors to have a local network, cultural insights, and the ability to converse in the
local language. In Hayfin's experience, European GP-led transactions are unusually
relationship-driven, with sponsors prioritising trust and credibility over optimisation
of economics in order protect their relationships in the local market. We believe a
track record of successfully leading GP-led transactions and the ability to provide
independent pricing are integral in fully unlocking access to deal flow in these local
markets, whilst ongoing dialogues with GPs provide privileged access to future deal
flow.

European GPs by focus area

Sector-focused

Pan-regional UK

Iberia
Nordics
CEE +
Turkey
Benelux France

Italy

DACH

Total: ~430 GPs

12 psof January 2025 based on Pitchbook data of 430 buyout GPs in the context of 455 total European buyout GPs with a fund size of €100m-+
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Legal Disclaimer

For the purposes of this notice, "presentation means and includes a copy of this document (whether electronic
or in hard copy), and the speeches of the presenter(s), as well as any question and answer session(s), which may
accompany this document. This presentation has been prepared by Hayfin Capital Management or its affiliates
(“Hayfin”) for the sole purpose of providing information about an investment in a fund or separately managed
account managed and/or advised by Hayfin (collectively, the “Fund”). This presentation is made on a confidential
basis to a limited number of prospective investors for the sole purpose of providing preliminary information
relating to Hayfin and the Fund. The information contained in this presentation is strictly confidential and may
not be reproduced or redistributed in whole or in part, nor may the contents of the presentation be disclosed
to any other person without the prior written consent of Hayfin. Some of the information set out in this
presentation may be material, non-public and / or price-sensitive information. The use of such information

may be regulated or prohibited by applicable legislation, including securities laws relating to insider dealing and
market abuse. By accepting this presentation, the recipient undertakes not to use any such information for any
unlawful purpose. This presentation is not, and is not intended to be, an offer of interests in the Fund or an
invitation to apply to participate in the Fund in any jurisdiction to any person or entity to which it is unlawful to
make such offer or solicitation in such jurisdiction. An application for interests in the Fund may only be made
pursuant to the definitive constitutional documents of the Fund (including subscription and limited partnership
agreements). In the United Kingdom, this presentation is only provided to, and is only directed at recipients
reasonably believed by Hayfin to be, persons described in article 14 (investment professionals) or article 22
(high net worth companies, unincorporated associates, etc.) of the Financial Services and Markets Act 2000
(Promotion of Collective Investment Schemes) (Exemptions) Order 2001, or recipients to whom this presentation
may otherwise lawfully be provided without contravening section 238 of the Financial Services and Markets
Act 2000. If this presentation is provided to a recipient outside the United Kingdom, it is the responsibility of
that recipient to satisfy itself that receipt of this presentation is in full compliance with relevant local laws and

regulations of that jurisdiction.

The Fund is not, and will not be, registered as investment companies under the US Investment Company Act

of 1940, as amended. No interests in the Fund is, or will be, registered under the US Securities Act 1933, as
amended (the “US Securities Act”) or approved by the US Securities and Exchange Commission or any other US
federal or state governmental or self-regulatory agency, state securities commission or regulatory authority. No
governmental or other agency, state securities commission or regulatory authority has passed or will pass opinion

on the accuracy or adequacy of this presentation. Any representation to the contrary is a criminal offence.

The interests in the Fund are being offered for investment only to “well-informed investors” and “accredited
investors” within the meaning of Regulation D under the US Securities Act pursuant to the exemption from
registration provided by section 4(a)(2) of the US Securities Act and certain relevant state securities laws.

Since the interests in the Fund are not and will not be registered under the US Securities Act or the relevant

state securities laws, purchasers of the interests in the Fund will be required to bear the economic risk of their
investment for an indefinite period unless such interests are subsequently registered under the US Securities

Act or such state laws or an exemption therefrom is available, and purchasers will be required to agree that no
interests in the Fund will be transferred without such registration or an exemption therefrom. Certain statements
in this presentation constitute “forward- looking statements”. When used in this presentation, the words

» »” » » 0

“project”, “anticipate”, “believe”, “estimate”, “expect” and similar expressions are generally intended to identify
forward-looking statements. Such forward- looking statements, including the intended actions and performance
objectives of the Fund, involve known and unknown risks, uncertainties and other important factors that could
cause the actual results, performance or achievements of the Fund to differ materially from any future results,
performance or achievements expressed or implied by such forward-looking statements. All such forward-
looking statements speak only as at the date of this presentation. Recipients must determine for themselves
what reliance (if any) they should place on any forward- looking statement and no responsibility is accepted by

Hayfin in respect thereof.

The information in this presentation has not been independently verified and no representation, warranty or

undertaking (express or implied) as to information contained in the presentation or its fairness, accuracy,

www.hayfin.com
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completeness or correctness is made and accordingly no reliance should be placed on the information contained
herein. To the maximum extent permitted by law, neither Hayfin nor any of its personnel shall be liable (including
for negligence) for any direct, indirect or consequential loss, damage, cost or expense arising out of or in

connection with any person's use of or reliance on this presentation.

Hayfin has no obligation (and does not intend) to update or revise any information in this presentation to reflect
events or circumstances occurring after the date of this presentation. The information in this presentation is for
discussion purposes only, and may be amended and/or supplemented without notice. All projections, valuations
and statistical analyses are provided to assist the recipient in the evaluation of matters arising herein. They may
be based on subjective assessments and assumptions and may use one among alternative methodologies that
produce different results and, to the extent that they are based on historical information, they should not be
relied upon as an accurate prediction of future performance as past performance is not a reliable indicator of

future returns.

No third-party firm or company names, brands or logos used in this presentation are Hayfin's trademarks or
registered trademarks, and they remain the property of their respective holders and not Hayfin. The inclusion of
any third-party firm and/or company names, brands and/or logos does not imply any affiliation with these firms
or companies. None of these firms or companies has endorsed the investment opportunity described herein,

Hayfin, any affiliates of Hayfin, or Hayfin's personnel.

An investment in the Fund involves significant risks, including loss of the entire investment. The interests in the

Fund areilliquid, as there is no secondary market for interests in the Fund and none is expected to develop.

There are restrictions on transferring interests in the Fund, investments may be leveraged and the investment

performance may be volatile.

Before deciding to invest in the Fund, prospective investors should read the private placement memorandum of

the Fund and pay particular attention to the risk factors contained in the private placement memorandum.

Similarly, investors should review the risk factors contained in the limited partnership agreement or related fund
documentation applicable to the Fund. Investors should have the financial ability and willingness to accept the
risk characteristics of the Fund's investments. Tax treatment depends on the individual circumstances of each
client and may be subject to change in the future. Please refer to our Privacy Policy at http://www.hayfin.com/

privacy-policy for information regarding how we process your personal data when you make contact with us.

Hayfin/24/02/2025-1
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