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Hamilton Lane

We at Hamilton Lane consider ourselves to be pretty
straight shooters — we call a spade a spade. Indeed,
if you've read our Market Overview, you're fully aware
of this — we have lots of data (and opinions) about

the private markets, and we're not shy about sharing.

It is through this lens that we present our

2018/2019 Private Markets Survey: a forecast of
the investment landscape from some of the premier
and most influential practitioners in the space. This
includes GPs with a total of $1.4T in assets under
management, and an LP base with $5.5T in AUM.

The sentiment from our esteemed group this year
is mixed. While the hand in play for private markets
investors currently has been a good one, between
the volatile geopolitical environment and the record
bull run in the public markets that may be nearing
an end, our respondents seem to be preparing for a
possible wild card or two.

Ante up, and let's dig in.




THE PLAYERS

We are a significant investor
and allocator of capital to
many of the premier general
partners across the private
markets spectrum. Additionally,
our position as a discretionary
manager and advisor to some
of the world's largest and most
sophisticated limited partners
gives us unique access to be

able to gather and share market
intel. Here's a snapshot of this
year's Private Markets Survey
participants:
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42 | Ps
$5.5T AUM

—

Public Pension Is——— 41%
Financial/Insurance I 21%
Endowment I 17%
Corporate Pension I 12%
Sovereign Wealth Fund B8 5%
Taft-Hartley B 2%

Family Office W 2%

Asia
Europe 5% _
12% North America
66%
Middle Regions
East represented
17%

A 220GPs
51.4T AUM

O

Diversified NG 32%

Middle-Market NN 23%
Buyout N 18%
Credit N 18%
Growth Equity B 5%

Venture Capital Bl 4%

Europe
9%
Global
55%
Nort.h Regions of
America .
Investment
36%

focus



HERE'S
THE
DEAL

SURVEY HIGHLIGHTS

More than

20%

of GPs believe the
public markets
will see negative
returns over the
next 3-5 years

41% of LPs plan
to allocate to

private

credit

from their public
credit bucket

58% of LPs who
are invested in a
product or fund
that focuses on
investing in

GP stakes

do it for the
attractive risk-
return profile

One quarter of
LPs surveyed
believe public

equity returns in

emerging

markets

will be greater
than 10%

61%

of LPs would
not change their
allocation targets
to the private
markets even with
3 or 4 years of
underperformance

40%

of LPs not invested
in a product or
fund focused on
investing in GP
stakes do not like
the strategy

Despite the
interest in
private credit,

67%

of LPs surveyed

have less than

5% allocated to
the strategy

69% of

respondents
believe

Brexit
negotiations
will result in an
agreement to
defer agreement

Half of GPs say that
when it comes to

performance,

they care more about
performance relative
to an absolute target,
though 40% care
about performance
VS. peers



Following Suit w

EXPECTATIONS FOR THE U.S.
NEXT 3-5 YEARS

| expect public equity returns in the U.S. over the next 3-5 years to be:

48%

P

42%

» Most respondents (48%) expect U.S.
public equity returns to be in the 5-10%

Nearly 60% of

LPs expect public
range equity returns in the

+ Lowered expectations from last year, ltjhintgo/b eo\?:?;ir

when nearly 60% believed they would next 3-5 years
be in that range 3% 6% compared to only

— ] A5% of 6ps

¢+ LPs are more optimistic than GPs Negative 0.5 £ 105 Over 10° A
» More than half believe the U.S. Treasury W 208 2017

rate will be between 3-4% in three years’
time
+ Major uptick in those who expect

potentially higher than 4% treasury In three years, the 10-year U.S. Treasury rate, currently around 3.1%, will be:

rate — up from 12% last year to 37%

this year

54%
37%
I
< 3% 3%—4% > 4%

MW 2018 2017
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EXPECTATIONS FOR THE B
NEXT 3-5 YEARS Europ

| expect public equity returns in Europe over the next 3-5 years to be:

51% %
» Optimism around the European public
markets seems to have dulled as well. 38% 21% of cps
This year, about half of respondents expect negative
expect returns for Europe in the 5-10% public equity returns

in Europe over the
next 3-5 years
compared to only

range compared to 63% from last year
9%

¢+ GPs are pessimistic on Europe — 21% 29
believe there will be negative returns — - — 4% of LPs
and no GPs expect returns in Europe Negative 0-5% 5-10% Over 10% A
over 10%
M 2018 2017
» With regard to Brexit, the majority of
this group (nearly 70%) believes the
cards are stacked in favor of a deferred
decision The EU-UK negotiations will result in:

NN L
Z 1IN
69% 19% 13%
Agreement to No Deal Fully
defer agreement ("Hard Brexit”) negotiated

agreement
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EXPECTATIONS FOR THE ]
NEXT 3-5 YEARS Emerging Markets

| expect public equity returns in emerging markets over the next 3-5 years to be:

52%

7.\

» Respondents seem to think there may v

be a few cards to play in the Emerging (0
Markets space, with over half expecting 20 /)

returns in the 5-10% range compared to 21% 21% o ERE e et
. 0 negative returns in
just 40% last year emerging markets
. ono 00 bl t
¢+ LPs specifically are also very positive 0% PUDIC equities over
- the next 3-5 years
on EM, where a full quarter of them
believe returns will be over 10% Negative 0-5% 5-10% Over 10% A
» Almost all respondents (92%) expect M 2018 2017

that private equity returns in the 5-15%
range are in the cards over the next 5
years

O PE Returns

92%

What is your expectation for private equity returns over the next

five years, assuming public equity returns average 5 percent? of respondents

answered

5-15%




PLAYING THE

Private Credit Card

Most respondents still expect private
credit returns to be in the 6-10% range,
with no expectations for negative
returns or returns over 15%

Barbell responses around current
allocation with uptick in 10%+ category
as well as <5% category

Half will maintain allocation to private
debt strategies, and 38% will increase

In last year's survey, private credit was
also the area that respondents said they
would increase allocation to the most
over the next two years (tied with other
buyout at 31%)

LPs plan to increase allocation to private
credit mostly from their public credit
allocation

What is your expectation for private credit
returns over the next five years, assuming
public equity returns average 5%?

68% M > 10%
M 510%
[ <5%
22%
10%
0% 0%
Negative 0-5% 6-10% 11-15%  Over 15%
M 2018 2017
My allocation to private credit strategies
in the next year or two will:
M increase 1%
M Stay the same Public credit
[ Decrease allocations

My current allocation to private credit is:

2017 2018

33%
Alternative
investment
If | am increasing allocations
my allocation to

private credit,
that allocation is

coming from:

26%

Public equity
allocations



In the Shuffle

PRIVATE MARKETS ALLOCATION
AND PERFORMANCE

When asked why LPs allocate to
the private markets, most said it's a
combination of factors:

+ Based solely on outperforming the
public markets

¢+ Aimed at generating at least a 15%
net return

+ Used as a diversifier

Most (61%) of LPs are playing the
long game when it comes to the
private markets — even 3 or 4 years of
underperformance would not cause
them to change allocation targets

¢+ In a similar vein, most LP boards
are focused on private markets
outperformance over a 5-year basis

Half of GPs say that when it comes to
performance, they care more about
performance relative to an absolute
target, though 40% care about
performance vs. peers

My allocation to the private markets is:

Some combination _ .
of factors 64%

Based solely on

out-performing the . 15%
public markets

Aimed at generating . 199
at least 15% net ’

A diversifier .9%

My board/decision-making body is
focused on outperformance between
publics and privates on a:

Over a 10-year basis - 29%
Over a 5-year basis - 41%

Over a 3-year basis l 9%

Year-to-year basis l 9%

Not focused on q
%
this at all . 12

If my private markets portfolio
underperforms the public markets
for this many years, | will begin to
change my allocation targets:

61%
26%
j -

3 4 That wouldn't

years years cause me to

change my

allocation policy

50% 40%
Relative to Relative
an absolute to peers

target

When it comes
to performance,
| care more about

how | perform:

10%
Relative to
public markets



Splitting the Deck

GP STAKES

For the 30% of LPs who said they

are invested in a product or fund that
focuses on investing in GP stakes, nearly
60% do it for the attractive risk-return
profile

As for the other 70%, almost half (40%)
of them do not like the strategy, and 33%
of them worry about ultimate liquidity

Most GPs have, at some point, met with
a firm that proposed taking a stake in
their business

Almost half (43%) of GPs who have
declined selling a stake in their business
did not sell because they didn't see the
value add; another 29% didn't have use
for the capital injection

However, if they could, 44% of GPs still
believe that selling a stake in their firm
would be a good option; alternatively,
28% believe a strategic outside investor
would be a better option for their firm

o
v

| am invested in a

product/fund that focuses
on investing in GP stakes:

What was the primary reason for the What was the primary reason to pass on
investment? an investment?
Attractive risk/ 0 Don't like the 40%
return profile - o8% strategy - 0
Worry about g
Tying to the growth . 179 ultimate liquidity - 5%
of the industry ° ¥
ave not yet been .
Effectively cost- presented the . 13%
averaging down by . 17% opportunity
sharing in some of Other l 10%

the fee stream

8Y% Unattractive risk/ 0
Other I ’ return profile |3/°

A | have declined selling a stake A Assume you could snap your fingers
in my franchise because: and make one of these true, the better
option would be:

Didn' see any - 43% Have sold a GP stake - 44%
value-add
Don't have use for - 20% Have a strategic - 98%
the capital outside investor
Other - 29% None of the above - 22%

Unnattractive 0% Be a public company I 6%
terms

10



& Hamilton Lane

WHO WE ARE*

Hamilton Lane is an alternative investment management
firm providing innovative private markets services to
sophisticated investors around the world. The firm has
been dedicated to private markets investing for 27 years
and currently has more than 350 employees operating

in offices around the world. We're proud to have been
named a Best Place to Work by Pensions & Investments
for seven consecutive years.

OUR MISSION & VALUES

Do the right thing

Integrity, candor and

T collaboration
We enrich lives &

safeguard futures
The pursuit of excellence

A spirit of competition
that inspires innovation

*As of December 31,2018

Thank you for reading the 2018/2019 Private Markets Survey.
We hope this proves an informative and useful reference tool,
and we would encourage you to contact anyone at Hamilton

Lane should you have questions or feedback.

CONTACT US

> Philadelphia
One Presidential Blvd., 4th Floor
Bala Cynwyd, PA 19004
USA
+1 610 934 2222

» London
8-10 Great George Street
London SW1P 3AE
United Kingdom
+44 (0) 207 340 0100

> Tel Aviv
6 Hahoshlim Street
Building C 7th Floor
Herzliya Pituach, 4672201
P.0. Box 12279
Israel
+972 73 271 6610

» San Francisco
201 California Street
Suite 550
San Francisco, CA 94111
USA
+1 415 365 1056

> New York
610 Fifth Avenue
Suite 401
New York, NY 10020
USA
+1212 752 7667

> San Diego
7817 Ivanhoe Avenue
Suite 310
La Jolla, CA 92037
USA
+1 858 410 9967

Tokyo

17F, Imperial Hotel Tower

1-1-1, Uchisaiwai-cho, Chiyoda-ku
Tokyo 100-0011

Japan

+81 (0) 3 3580 4000

Miami

999 Brickell Avenue
Suite 720

Miami, Florida 33131
USA

+1 954 745 2780

Hong Kong

Room 1001-3, 10th Floor
St. George's Building

2 |ce House Street
Central Hong Kong, China
+852 3987 7191

Rio de Janeiro

Av. Niemeyer 2, Sala 102
Leblon Rio de Janeiro
Brasil 22450-220

+55 21 3520 8903

Las Vegas

3753 Howard Hughes Parkway
Suite 200

Las Vegas, NV 89169

USA

+1 702 784 7690

Seoul

12F, Gangnam Finance Center
152 Teheran-ro, Gangnam-gu
Seoul 06236, Republic of Korea
+82 26191 3200

> Sydney
Level 36,
Governor Phillip Tower,
1 Farrer Place,
Sydney, NSW 2000
Australia
+61 2 8823 3741

» Munich
Leopoldstrasse 8-10
80802 Munich
Germany
+49 89 954537901

» Portland
15350 SW Sequoia Pkwy
Suite 260
Portland, OR 97224
USA
+1 503 624 9910
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2% Hamilton Lane
Disclosures

Please be aware that the information contained herein is based upon results of a survey conducted by Hamilton Lane Advisors, L.L.C. (the “Firm") of a number of private market participants. The
results of the survey may not necessarily represent the opinions of the Firm or its employees, officers or directors. Publication of this report does not indicate an endorsement by the Firm of the
results included herein and should not be relied upon when making investment decisions.

This presentation may not be copied or distributed, in whole or in part, without the prior written consent of Hamilton Lane. The information contained in this presentation may include forward-
looking statements regarding returns, performance, opinions, or other events. Forward-looking statements include a number of risks, uncertainties and other factors beyond our control, which
may result in material differences in actual results, performance or other expectations. Past performance of the investments described herein is not indicative of future results. In addition,
nothing contained herein shall be deemed to be a prediction of future performance of any product, strategy or transaction. The information included in this presentation has not been reviewed or
audited by independent public accountants. Certain information included herein has been obtained from sources that Hamilton Lane believes to be reliable but the accuracy of such information
cannot be guaranteed. Any tables, graphs or charts relating to performance included in this presentation are intended only to illustrate the performance of the indices, composites, strategies or
asset classes referred to for the periods shown. Such tables, graphs and charts are not intended to predict future performance and should not be used as the basis for an investment decision.
The information herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice, or investment recommendations. You should consult your accounting, legal,
tax or other advisors about the matters discussed herein. This presentation is not an offer to sell, or a solicitation of any offer to buy, any security or to enter into any agreement with Hamilton
Lane or any of its affiliates. Any such offering will be made only at your request.

Hamilton Lane (UK) Limited is a wholly-owned subsidiary of Hamilton Lane Advisors, L.L.C. Hamilton Lane (UK) Limited is authorized and regulated by the Financial Conducts Authority. In the UK
this communication is directed solely at persons who would be classified as a professional client or eligible counterparty under the FCA Handbook of Rules and Guidance. Its contents are not
directed at, may not be suitable for and should not be relied upon by retail clients.

Hamilton Lane Advisors, L.L.C. is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 in respect of the financial services by operation of
ASIC Class Order 03/1100: US SEC regulated financial service providers. Hamilton Lane Advisors, L.L.C. is regulated by the SEC under US laws, which differ from Australian laws.

As of January 9, 2018
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