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Custom-made service gives investors more choice, while reducing

the risk of costly mistakes

Key Takeaways:

+ A one-size-fits-all approach to
private equity does not work
for many investors, so they are
starting to turn to tailor-made
strategies, structured by
specialist advisers.

« Private equity is a valuable
asset class if investors choose
the right strategy, access good
managers, have proper legal
and tax structuring, and perform
administrative tasks efficiently.
But mistakes in any of these
steps put performance at risk.

+ Benefitting from bespoke
services, through an a la
carte menu for investment
strategy, research and selection,
structuring, tax, accountancy and
reporting, can help to enhance
risk adjusted return in private
equity portfolios.

— MARKET INSIGHTS

Private equity has long shown

itself to be a consistent performer,
delivering higher returns relative to
stock markets over extended periods.
After fees, private equity investors, in
aggregate, have beaten public markets
comfortably.

But the key phrase here is in aggregate.
Why? Because the range of returns
across the private equity spectrum

is wide, with average returns hiding
pockets of poor performance, even
losses.

Getting this asset class right can

lead to good or outstanding returns,
while doing it poorly can produce
mediocre or poor results. Getting it
right entails gaining access to skilled
managers, choosing the right strategy,
establishing the right legal frame and
tax efficient structure, and performing
administration competently.

Each part of the process must succeed
and not all investors are capable

of performing all these tasks to the
necessary standard. Failure in any
may lead to returns that are below
expectations.

In search of a better fit

The world’s largest investors have the
resources to manage their private equity
allocations in-house, from investment to
reporting. They tend to invest at the larger
end of the spectrum, in big ticket sizes.

There is also plenty of value in smaller
deals, however, in the private equity
mid-market. The small- and mid-market

Benoit Jacquin, CFA
Managing Partner

Flexstone Partners

Caroline Gibert
Director

Flexstone Partners

private equity sectors offer opportunities
for outperformance across most phases
of the economic cycle. Investors also tend
to pay lower entry multiples than for larger
funds. With the spread of mid-market
returns being wider than for larger funds,
the ability to pick the best funds can lead
to significant outperformance.

Institutional investors as well as family
offices are attracted to these deals,

but face the challenge that these kinds
of deals require just as much skill and
servicing as larger ones. They often turn
to funds of funds to gain exposure.
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That's fine for some investors, but for
others this one-size-fits-all approach
does not respond to their particular
needs. They are presented with a
single prospectus and a single solution
which does not allow for different risk
tolerances, geographic preferences,
return expectations and so on.

“Given that the full term of these
investments can be typically a decade

or more, it is important to get a good

fit at the outset,” says Benoit Jacquin,
managing partner at Flexstone Partners,
an affiliate of Natixis Investment
Managers. “Unlike for a publicly traded
equity fund or a bond fund, changing your
mind after a year or two may become a
costly decision.”

For this reason, private equity investors
are starting to turn to customized
strategies, structured by specialist
advisers in tailor-made vehicles.

Five steps to a bespoke PE portfolio

To create a strategy that meets investors’
expectations over the long term, a
specialist private equity adviser takes
many factors into account. These factors
can be grouped into five components,
each of which is a part of the investment
process:

1. Strategy and consulting

The first step is to assess the investor’s
risk and return tolerances, and any
legacy private equity assets. Then, how
much can be committed and over what
timeframe? The assessment leads to
the strategic allocation, including the
calibration of geographic exposure.

2. Investment management

This is research, sourcing and selection
of investment managers, including

due diligence. This asset class poses
significant risks if the initial selection is
poor. Issues such as local regulations,
business practices, language and culture
can be challenging to navigate so on-
the-ground know-how and networks are
important.

— MARKET INSIGHTS

Strategy and
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Structuration

legacy porfolios

e Annual commitment plan ect

Reporting
Global Portfolio
Underlying Funds

Underflying companies
Benchmarketing
Risks analyssis ect.

Bespoke client
participation
From non-discretionary to discretonary

From investment decision to monitoring
Frequency of portfolio reviews,

Investment Management

Sourcing selection and access
Due Diligences
Subscriptions

customized reports...

Portfolio Monotoring

Underflying funds monotoring
Boards participation
Exposure management

Forecasts

3. Operations and data management

Although the private equity industry

is substantial in terms of investment
volumes, it still has to develop “standards”
and tools to manage data and operations
more efficiently. Difficulties include

the specificities of each transaction,
variations in rules in different jurisdictions
and lack of standardisation leading to
challenges in accounting, reporting,
issuance of financial statements and
taxes administration. A tailored service
can assist in the management of the
operations and record all the relevant data
onto hosted proper IT infrastructure to
improve efficiency and transparency, and
reduce risks of errors.

4. Portfolio monitoring

Portfolio monitoring is critical for a
private equity portfolio as three levels of
analysis are required: overall investment
vehicle, underlying funds, portfolio
companies. Specific tools must be used
to perform this analysis, starting with the
collection and then the aggregation of key
information (available at different points
in time with different formats). The next

Operations/
Data management

Cash flow management
Accouting
Financial Statements
Data on underflying companies
Taxes

step is to slice and dice this information
through specific angles to facilitate the
overall analysis: number of companies,
vintages, strategies, capital drawn,
deployment rates, cash flows, etc. In
addition, " an advisor will also undertake
regular investment reviews and on-site
operational due diligences, attend annual
general meetings, and participate to
advisory boards” says Benoit Jacquin.

5. Reporting

With the information on the underlying
funds and their portfolio companies

in a single IT system, it is possible to
report properly and diligently on the
portfolio and all its components, and to
customize reporting to the specific needs
of the investor. Reports can also include
benchmarking and risk analysis.

Hire a bigger team, without adding
staff

The components above amount to the
entire value chain in a private equity
investment. Some investors need an
adviser to provide all five components.
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Others have some experience, existing
capabilities and, perhaps, legacy assets,
so will require services for one or two of
the components only.

“This is why we refer to our services

as a la carte” says Caroline Gibert,
Director, Investor Relations and Business
Development, at Flexstone Partners. “We
are not a product company, we set up
expressly to offer bespoke services to
enhance risk adjusted return performance
in private assets portfolios.” Flexstone
Partners provides many core services,
including strategy definition, fund
research, selection and access, portfolio
monitoring and reporting, while partnering
with other best-in-class service providers
in areas such as fund administration, tax
and audit.

The adviser effectively becomes

part of the private equity team of the
investor, assessing individual needs and
constraints. Even investors with some
experience and in-house due diligence
expertise often require help with their
strategies and gaining access to the
world’s best managers.

Administration support is a key area of
need. Migrating to a new, more scalable
system is expensive if done alone, but

— MARKET INSIGHTS

much less costly when moving to a
proven and shared infrastructure with
flexible tools.

One of Flexstone Partners’ institutional
clients had invested in the US market
for a number of years and had a small
dedicated team making commitments.

“After some successful investments,

the investor expanded significantly its
private equity portfolio and this made
the portfolio hard to manage and
monitor without more dedicated tools,’
says Caroline Gibert. “For this client,

we established a stronger system for
monitoring, reporting and operational
management and also started to advise
the client on new investments.”

Another common area of need is
geographical diversification. While some
investors are proficient at allocating to
private equity strategies focused on

their home markets, looking beyond their
own borders can stretch their resources
and increase risks. Support from an
adviser with global research and portfolio
management capabilities can ensure
access to overseas managers with strong
track records.

Just as the adviser's services are a la
carte, so are the fees and the way they are

levied, depending mainly on the size of
the relationship, the nature of the services
provided, and the specific circumstances
of each investor.

Conclusion

Private equity advisory can add value
to a majority of investors’ portfolios.
“Our clients include large and global
institutional investors, such as insurers,
pension funds, state entities as well as
private banks and family offices” says
Caroline Gibert. Some investors prefer
to retain a degree of discretion over the
services out-sourced in a mandate,

but nearly all can benefit from expert
help with at least one of the five type of
services described earlier.

Written on 7 June 2019
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ADDITIONAL NOTES

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when required by local regulation,
only at their written request. This material must not be used with Retail Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg management
company that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis
Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset
Management Companies no 23458.3). Registered office: Via San Clemente 1,20122 Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number:
HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number
50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies
Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia. Serrano n°90, 6th Floor, 28006, Madrid, Spain.

In France: Provided by Natixis Investment Managers International - a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF)
under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendes
France, 75013 Paris. In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College 10, 1204 Geneva, Switzerland or its represen-
tative office in Zurich, Schweizergasse 6, 8001 Zirich. In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct
Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this material is intended to be
made to persons as described as follows: in the United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional investors only; in
Ireland: this material is intended to be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial
services providers which hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors
only; in the Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority
or insurers authorised under section 8 of the Insurance Act 2008. In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is
regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and understanding to participate in financial markets within the
DIFC, and qualify as Professional Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this material. Registered office: Office 603 - Level 6, Currency House
Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates. In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial
Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset management business and investment advisory and agency business as a Financial Instruments Business
Operator. Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo. In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment
Consulting Enterprise regulated by the Financial Supervisory Commission of the R.0.C. Registered address: 34F,, No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.0.C.),
license number 2018 FSC SICE No. 024, Tel. +886 2 8789 2788. In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional
investors for informational purposes only. Natixis Investment Managers Singapore is a division of Ostrum Asset Management Asia Limited (company registration no. 199801044D). Registered
address of Natixis Investment Managers Singapore: 5 Shenton Way, #22-05 UIC Building, Singapore 068808. In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to
institutional/ corporate professional investors only. In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the
general information of financial advisers and wholesale clients only . In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not
constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified that
they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand.

In Latin America: Provided by Natixis Investment Managers S.A. In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and super-
vised by the Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to
section 2 of Uruguayan law 18,627. 'In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representacion (Colombia) to professional clients for informational purposes only as
permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering
in Colombia and is addressed to less than 100 specifically identified investors. In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V,, which is not a regulated financial entity, securities
intermediary, or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisién Nacional Bancaria y de Valores (CNBV)
or any other Mexican authority. Any products, services or investments referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain
ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has
not been confirmed by the CNBV. Natixis Investment Managers is an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority.
Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management subsidiaries, which are also not authorized by or
registered with the CNBV or any other Mexican authority.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment management and distribution
entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or
authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment service provider to ensure that the offering
or sale of fund shares or third party investment services to its clients complies with the relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or an offer to buy or to
sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment carefully before investing. The analyses,
opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio mana? ) as of the date indicated. These, as well as the portfolio holdings
and characteristics shown, are subject to change. There can be no assurance that developments will transpire as may be forecasted in this material. Past performance information presented is
not indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, adequacy, or
completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.

Flexstone Partners

An affiliate of Natixis Investment Managers
www.flexstonepartners.com

Flexstone Partners SAS

Flexstone Partners SAS is an asset management company
regulated by the Autorité des marchés financiers. Itis a
simplified stock corporation under French law with a share
capital of 1,000,000 euros

Under n°® GP-07000028 -Trade register n°494 738 750 RCS
Paris - VAT: FR 56 494 738 750.

5/7, rue Monttessuy,

75007 Paris

Flexstone Partners Sarl.

Flexstone Partners Sarl. is an independent (unregulated)
asset manager, under Swiss Federal Act on Collective
Investment Schemes (“CISA"), supervised by Commission
de haute surveillance de la prévoyance professionnelle
("CHS PP" and regulated by the Swiss Financial Market
Supervisory Authority (“FINMA") under Anti Money
Laundering requirements. It is a limited liability company
with a share capital of 750 000 CHF. Trade register n® CH-
660-0180005-1 — VAT: CHE-112.212.153~

Chemin du Pavillon 5.

CH - 1218 Le Grand Saconnex, Switzerland
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Flexstone Partners, LLC

Flexstone Partners, LLC is a Delaware corporation,
registered with the United States Securities and Exchange
Commission as an investment adviser. It is located on the
28th floor of 745 Fifth Avenue, New York, NY 10157.

Flexstone Partners PTE Ltd.

61 Robinson Road, #08-01A Robinson Centre
Singapore 068893

Natixis Investment Managers

Natixis Investment Managers
RCS Paris 453 952 681

Share Capital: €178 251 690

43 avenue Pierre Mendes France
75013 Paris
www.im.natixis.com

INT209-0719

DOCUMENT INTENDED EXCLUSIVELY FOR PROFESSIONAL CLIENTS (IN ACCORDANCE WITH MIFID)



