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Endowments are prominent investors ]

in private equity, with an average target
allocation of 11.8% to the asset class. This
is above the average allocation for all types

of institutional investor, which stands at Breakdown of Survey Participants by Region
8.8%. 25%
In our latest survey of institutional investors 20%

. . 20%
we wanted to gauge how the private equity

activity of endowments has changed over

the past year, to what extent they have 15%
been affected by the global financial crisis
and to find out what their future plans for
the asset class were.

10%

Using Investor Intelligence, Pregin’s 5%
industry leading database containing

profiles for over 4,000 investors (including
368 endowments), we conducted a survey

Canada East East Middle Mountain New Pacific South West West Europe Asia&

of 100 endowments from across the globe, North  South Atlantic England Atlantic North ~ South Restof
to gain an insight into their views on the Source: Preqin Central Central Central Central World
industry.

the regional breakdown of all endowments on Preqin’s Investor
Survey Participants Intelligence database, with the large majority of this type of
As illustrated by Fig. 1, 91% of the participants in our survey investor based in North America. The region with the most
are based in North America. This is broadly representative of respondents is South Atlantic, where 20% of participants are

based. 12% of respondents are located
outside of the US; these endowments were

based in Canada, Europe and Asia and
Rest of World.

Breakdown of Survey Participants by Assets Under Management In general, endowments vary greatly in
size and this is true of the participants of

our survey; 27% fall into the lowest assets
under management bracket of $150 million
or less, and 26% fall into the upper bracket

= 3150 million or Less of more than $750 million, as shown in Fig.
2.

® 3151 million - $350 million . X .
Private Equity Allocations

In recent months, several reports have

suggested that many endowments are

being forced to sell their interests on the

= Greaterthan $750 million secondary market as a result of being
above their target allocations to private
equity. As illustrated by Fig. 3, 74% of
respondents are either at or below their
target allocation to private equity, with just

= $351 million - $750 million

Source: Pregin
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Current Private Equity Allocation Compared to Target Allocation

Source: Pregin

® Balow Target Allocation
= At Target Allocation

= Above Target Allecation

over a quarter stating that they are above their target.

A large proportion of the endowments that reported being
above their target allocations to private equity have total
assets in excess of $500 million, which would suggest that it
is the larger, more high-profile funds, which tend to employ

Fig. 5:

Current Private Equity Allocation Compared to Target Allocation by
Fund Size
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significant over-commitment strategies, that are most affected.
As Fig. 4 demonstrates, 42% of endowments with assets under
management of $750 million or more reported that they are
above their target allocation to private equity.

As shown in Fig. 5, the majority of respondents planned on
maintaining their allocations to private
equity over the next 12 months. 13% of
participants said that they were looking to

Endowments’ Future Plans for Private Equity Allocations

increase their exposure to the asset class
in the next year and this figure more than
doubled when respondents were asked

100%

9%
90% -
80% A
70% A
60% -
50% -
40% A
30% A
20%
10% A
0% - T

Next12 Months

14%

Proportion of Respondents

LongerTerm

Source: Preqgin

about their intentions for the long-term:
32% of participants plan to increase their
private equity allocations over the next
three to five years. However, a significant
minority of endowments will be decreasing
their allocations to private equity: 9% over
the next 12 months, and 14% over the
longer term.

Decrease

= Maintain

Change of Plans

As Fig. 6 shows, 57% of respondents have
altered their private equity strategies in
some manner as a result of the financial
crisis, with 9% postponing investment in the
asset class altogether for the next year.

Hncrease
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Effect of Financial Crisis on Endowments’ Private Equity Plans

50%

45%

40%

35%

30%

25%

20%

15%

Proportion of Respondents

10% -

5% -

0% -
More Stringent Reduced Rate of No Investments More Focusona Viewthe Asset

Due Diligence
Process

Commitments

in Next12
Months

Particular Area
of the Market

Class More

.- 1%E

Plans Remain
the Same

opportunities to be had but because of
the nature of the market, we have to tread
carefully.”

43% of respondents stated that their
plans for private equity have remained
unchanged. One endowment was

of the opinion that “the market is at

a stage where it is ideal to invest.
Historically, good opportunities exist when
investments are made in funds raised

at the bottom of a cycle. They can give
very good returns.” A sentiment shared
by the 1% of respondents that stated the
downturn has led them to view the private
equity asset class more favourably.

Fig. 7 illustrates the effect that the
financial crisis has had on endowments of
different sizes. The smaller endowments,
those in the $150 million or less bracket,

Favourably goyrce: Pregin

Of the endowments still actively investing in the asset class, a
number cited multiple changes in their approach to investing in
the asset class. 35% are reducing the rate of commitments they
make to private equity and 22% are exercising greater caution,
stating that they will be conducting more stringent due diligence
on new investments. One endowment explained that “there are

had the largest proportion of respondents
citing that their plans for private equity
remain unchanged. The larger endowments, those in the

$750 million or more bracket, had the largest proportion of
respondents planning to reduce their commitments. The
proportion of respondents that were putting all private equity
investments on hold was approximately the same for all

Fig. 8:

Effect of Financial Crisis on Endowments’ Private Equity Plans by
Fund Size
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endowment sizes.

Areas of Focus
The private equity fund preferences of

many endowments have changed in 100% Endowments’ Geographic Preferences Following the Financial Crisis
light of the recent economic conditions,
with many adjusting their strategies 90% Previously Invested and
to suit the current market. As shown 80% Still Looking to Invest
by Fig. 8, 34% of respondents plan to
include distressed private equity in their 0%
. iment pref privat ﬂ? fyt ith 60% 5 70% u Previously Invested and
investment preferences in the future, wi No Longer Looking to
38% of respondents believing that good 50% 93% Invest
opportunities exist within this area.

40% = Never Invested but Now
30% of endowments are planning to focus 30% T Looking to Invest
on venture funds in the future, despite the 20%

o .

fa_ct that only 12% of respondents consider 105 % No Interest in Region,
this area to currently represent the best ° * Past or Present
opportunities. Similarly 16% of respondents 0% . . )
plan to focus on fund of funds in the future, North America Europe Rest of World
even though only 9% recognised this area Source: Pregin Region
as representative of the best opportunities ) ] o
today. most preferred region for investment. As shown in Fig.9, 93% of

endowments have previously invested there and are still looking

participated in the survey, we found that North America is the in the region but are looking to do so in the future.

] A total of 83% of respondents are looking
to invest in Europe focused private equity
funds in the future, and 81% are planning
to invest in Asia and Rest of World focused
Endowments’ Predicted Year of Next Investment in Private Equity funds. These figures show that most

endowments now invest on a global scale.

= 2009

Next Commitments

Nearly two-thirds of respondents stated
that they will be investing in private equity
before the end of next year, with 26%
looking to invest before the end of 2009
and 38% planning to invest in 2010. One
New York-based endowment stated that
“the next 6 - 18 months will be a great
time to invest, as credit is starting to come
back into the market, making investments
in the asset class more appealing.” 6% of

= 2010

= 2011 or Later

E Considering

® Unlikely to Invest

in the Next Two respondents were undecided as to when
Years they would make their next commitment to
Source: Pregin private equity, with many investors waiting
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Attitude to New GP Relationships

® Will Consider Forming
MNew Relationships

u [nvesting With Existing
Managers

Source: Pregin

to see when the market will improve. A further 7% stated that
they were unlikely to invest in the asset class in the next two
years; one European endowment reasoned that the private
equity market was “currently overcrowded and full of problems”.

New Relationships

Of the endowments that plan on investing in the asset class
within the next 12 months, 51% stated that they would consider
investing with general partners that they have never invested
with in the past, as illustrated by Fig. 11. Some endowments
are using the current state of the market to their advantage
and believe that now is the time to invest with new managers
and push for more favourable terms. One Georgia-based
endowment stated that “there needs to be an alignment

of interest between general partners and limited partners,
especially when negotiating the terms of contracts.” The
remaining 49% of endowments stated that they would be
looking to invest only with managers that they have previously
invested with.

Performance Expectations

As expected, the majority of endowments (97%) expect the
performance of their private equity investments to be better
than that of the public markets. 52% expect their returns to

be more than four percentage points higher than those of the
public markets. One endowment stated that “capitalisations will
stabilise, and private equity still offers a better return than the
public market.”

Fig. 12

Endowments’ Expectations of Private Equity Portfolio
Performance
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Source: Pregin

Our survey indicates that although endowments’ attitudes
towards private equity have been significantly affected by the
global financial crisis, in general, they are still seeking to invest
in the asset class. However, future investments will be reviewed
under a more stringent due diligence process, and there is likely
to be a slightly reduced level of investment in the short term.

If you have any comments on this report, please contact:
info@preqgin.com
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Preqin’s Investor Intelligence database is the most comprehensive source of profiles for institutional investors in private equity
from around the world available today, featuring investment plans, direct contact details for the most important and relevant
people, past investments, preferences by type, size and geography, plus lots more.

Profiles for all investor types including:

e Fund of Funds

e Public and Corporate Pension Funds
e Family offices and Foundations = O — —
«  Endowments = = -

« Insurance Companies = e e
e Government Agencies
¢ Asset Managers and Banks

e Advisors (Premium access required)

Investor Intelligence is the most comprehensive, detailed source of information on institutional investors in private equity funds
of all different types, and is a vital tool for all professionals involved in the fund marketing process. Pregin’s team of dedicated
analysts is constantly contacting institutional investors from around the world in order to ensure that the data we hold is up to
date, reliable and complete.

The database is maintained via direct contact from our team of multilingual analysts, and as a result features a lot of exclusive
news only available to our subscribers. To register for a trial, please visit: www.pregin.com/trial
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Preqin private equity provides information products and
services to private equity and venture capital firms, fund of
funds, investors, placement agents, law firms, investment banks
and advisors across five main areas:

e Fund Performance

¢ Fundraising

e Investor Profiles

e Fund Terms

¢ Fund Manager Profiles

Our customers can access this market intelligence in four
different ways:

e Hard copy publications

e Online database services

e Consulting and research support

e Tailored data downloads

Our services and products are used daily by thousands of

professionals from around the world. If you are in need of
information on the private equity industry then we can help.

Our information is drawn from as many sources as possible,
with our large teams of dedicated analysts working to ensure
that our research is far reaching, detailed and up to date.

If you want any further information, or would like to apply
for a no-obligation free trial to any of our products please
contact us:

London:

Scotia House

33 Finsbury Square
London

EC2A 1BB

Tel: +44 (0)20 7065 5100
New York:

230 Park Avenue

10th Floor

New York

NY 10169

Tel: +1 440 445 9595

Email:
Web:

info@preqin.com
Www.pregin.com

Preqgin regularly releases research and information on fundraising and all other aspects of the private equity industry, both as
research reports and as part of our monthly Spotlight newsletter. To register to receive more research and analysis, please visit

www.pregin.com/spotlight

Pregin’s Investor Intelligence database is the most comprehensive source of profiles for institutional investors in private equity from
around the world available today, featuring investment plans, direct contact details for the most important and relevant people, past
investments, preferences by type, size and geography, plus lots more. The database is maintained via direct contact from our team
of multilingual analysts, and as a result features a lot of exclusive news only available to our subscribers. To register for a trial,

please visit: www.pregin.com/trial
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