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@ PSIK exists since 2002. Over 30 fund managers part of
the association

I Objective — promotion of PE as an attractive asset class.

@ Good perception of PE, especially among media and
politicians.

@ In 2007 we published a research paper analyzing the
main reasons why Polish institutional investors are not in
that asset class.

@ Let's see what happened since then ...



In Europe...

@ 50% of total funding to

private equity IS
provided by large
Institutional investors

Excluding FoF!

Big portion of the
Institutional funding
comes from the pension
funds!
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@ No domestic
Institutional Iinvestment
In private equity

March 31st 2006

,Wide diverdgfication is :
only required when
Investors do not
understand what they are

doing” Warren Buffet

Sept 30 th 2008

Source; KNUIFE, own calculations
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PE hostage to high returns... oo

@ PE asset class hostage
to ,accession effect
returns” enjoyed for
years by Polish ™

+160.00%

Institutional investors.

@ First, high bond yields |,
and then

@ Years of stock market = geew gesmo s s
growth leading to

B Quote => Why investin & . i

PE when | can get
higher returns with no
risk”.

Source; Financial Times
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And hostage to low returns... i

@ Polish Institutional w2 | a0 | a0k | 2008
|nveStO|’S W|de|y 1IYIRR | 2YIRR | 3YIRR |4YIRR

AIG
believe(d) that PE as an oo™ P I N Y T
Commercia Union -2,0% -4,2% 6,4% 10,1%
asset C I ass d oes not Winterthur -3,5% -5,0% 6,6%| 100%
OFE ,DOM” -3,5% -4,0% 74%  10,6%
i OFE Ergo Hestia -1,1% -3,7% 7.0%| 101%
provide returns.
] ING Nationale-Nederlanden 2.4% -1,4% 8,5%| 11,9%

@ As untll few years ago ke
Pekao OFE -6,2% -6,1% 6.0%|  9.0%
- - OFE Pocztylion -3,7% -48% 62%  9,7%
Nno Statl Stl CS were OFE Polsat -2,.9% -1,7% 84%| 11,3%
. PZU ,Z ota Jesie " 0,2% -2,3% 81% 11,0%
I b | d Nordea OFE (form. SAMPO) 0,8% 2.3% 75%  105%
ava'l a‘ e 1 an OFE Skarbiec—Emerytura -2,3% -4,0% 6,7%  10,1%

Weighted Average 1,0% -2,3% 8,0% 11,3%

@ The asset class was not

a  household  name

- EBRD - Private Equity Portfolio 55.5% 27.2% 11.2% 11,0%
am O n g | nve StO I’S . European Private Equity Funds 24.1% 5.2% 1.2% 10.2%
Avgerage OFE * 21,5% 14,9% 11,3% n/a

L Quote => Why ShOU|d I Average TFI Equities * 329%  289% | 17.9% | nla
inveSt, yOU are all Source: PSIK publications
loosing money ...".



PE hostage to regulation...

Until 2004 no regulation
available.

New regulation allows
OFE to invest in Polish
closed-end Investment
funds.

Off shore closed—end
funds, limited
partnerships are ,off
limits”.

Several other limits block
Investments in alternative
assets (single fund limit,
% of certificates limit etc.)
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PE hostage to short term views...

@ Long term investors with
short term horizon.

@ 2times ayear a min return is calculated
(Benchmark)

@ If below benchmark asset manager
needs to top up.

@ ,Herd” mentality

@ Management Fee/Hurdle
high.
@ Why should we pay management fees.

What will the regulator say!!

@ Management fees and hurdle rate
structures are standard. To motivate
managers.

@ PE fees compared to TFI and even
OFE fees are not that high.

@ Well compensated by returns.



PE hostage to uknown...

@ Comittment/Draw Downs.

@ A liability in statements lowering in full
NAV day one?

@ It would be better to invest 100% day
one as it would not have such
immediate negative effect on NAV as
contingent liability.

@ The committment/drawdown structure
improves returns.

E Valuation Issues

@ PE has conservative EVCA rules.

@ Conservative value and valuation
principles lead to undervaluing and
stability => less correlation with public
markets.

@ Most asset managers undervalue their
assets in the early years of the fund.



Conclusions

Early stage of development of the market led to
no PE investment to date.

Obstacles that historically prevented such
Investments are no longer!

@ Returns are there to prove the attractivness of the
asset class.

& ,Accession Effect” ended impacting portfolio growth
of domestic investors.

@ Regulations (although not perfect) are there to
support PE investment.

Returns clearly outweigh J-Curve effect.
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