
SFERS 
San Francisco Employees' Retirement System 

City and County of San Francisco 
Employees' Retirement System 

RETIREMENT BOARD CALENDAR SHEET 
Retirement Board Meeting of July 8, 2020 

To: The Retirement Board 

Through: Jay Huish ~ 
Executive D~ ' 

From: Tanya Kemp, CFA, CAIA 
Managing Director, Private Markets 

Ed Comerford, CFA 
Director, Private Equity 

Date: July 8, 2020 

Agenda Item: 
Private Equity Strategy Update 

Background: 

William Coaker, Jr. - CFA, CFP, MBA 
Chief Investment Officer 

Justin Lo, CFA 
Senior Portfolio Manager, Private Equity 

Cynthia Wong, CFA 
Analyst, Private Equity 

As of December 31, 2019, the Private Equity Portfolio had approximately $5.9 billion of NAV (or 21 .6% of total 
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SUBJECT: Executive Summary of SFERS Private Equity Strategy 

1 - Objective 
The investment objective of the Private Equity portfolio is to provide a substantial return premium (300 
basis points or more) over public equity markets (75% Russell 3000/25% MSCI ACWI ex-US) over rolling 
10-year periods. 

2- Strategy 
The strategy we deploy to achieve our objectives emphasizes the following: 1 - Manager selection, 
particularly managers with unique or niche strategies and specialist skill; 2 - Managers with specialty skill in 
technology, software, the digital transformation, biotech, disruptive innovation, and China. Co-investments 
are an emerging strategy to further boost returns . 

3- Portfolio Construction 
The Private Equity portfolio has a substantial overweight to Technology at 50%. We also have strong tilts 
toward Health Care, Consumer Discretionary, and China. Tech and Health Care are backed by innovation 
and strong demand, while China is a rapidly modernizing economy backed by robust innovation and an 
unusual number of high growth companies in areas of powerful secular growth. We are overweight 
Venture Capital and Growth (64% of the Private Equity portfolio, and underweight Buyout strategies (32%), 
due to significant appreciation of our Venture Capital and Growth portfolio over the past several years and 
recently completed secondary sale. 

4 - Performance 
The performance of the Private Equity portfolio has been exceptional with all strategies delivering positive 
returns since inception. The portfolio produced long-terms returns of 15. 1 % and 14.7% over the past 5 and 
10 years and excess returns over the benchmark of 2.3% and 0.4%. Since inception excess returns are 
3.8% annualized translating into $3.3 billion in additional value-creation . As of December 31, 2019, PE 
weight stood at 21.6% of total Plan. 
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N~ ' IRR Mu l tiples 

1 3 5 10 20 
YEAR YEAR YEAR YEAR YEAR ITD DPI TVPI 

Program Totals 19.4°/o 17.9°/o 15.1°/o 1 4.7°/o 13 .7°/o 16.1°/o 0.97x 1.64x 

Custo rn Benc h rnark1 3 1 .6°/o 1 6.4°/o 12 .8°/o 14.3°/o 8 .. 7°/o 1 2.3°10 NA NA 

Dille re1 ice - 12. 3 ·~{J 7.5% 2 .3 cy;) 0 .. -1 '-}'o 5.0'-~{;> 3 . 8''.·h NA f\lA 

The Table below shows the performance report prepared by NEPC and furnished to the Retirement Board. 
The Private Equity portfolio has posted excess returns over our benchmark of 5.17% the past 5 years, 
outperformed our peers by 5.62% over the past 1 year, and topped our peers by 2.95% annualized over the 
past 5 years. 

------------------------------------------ Thro ugh March 31, 2 020 ---------------------------------------------

Private Equity Wt lq2020 Rank MD Rank 1 Year Rank 3 Years Rank 5 Years Rank 10 Years Rank 

SFERS 23.0% 4.80% 10 11.25% 20 18.49% 11 16.97% 24 14.50% 25 14.49% 13 

Benchmark -20.88% -12.08% -8.05% 5.93% 9.33% 14.60% 

Excess Returns 25.68% 23.33% 26.54% 11.04% 5.17% -0.11% 

Median Peer 2.56% 7.31% 12.87% 13.18% 11.55% 12.05% 

Excess Returns 2.24% 3.94% 5.62% 3.79% .2.95% 2.44% 

5 - Actions Planned 

Actions planned are as follows: 

1-Rebalance the portfolio by adding to our buyout exposure. The recently completed secondary sale in late 
402019 created an underweight; hence, rebalancing is a key goal over the next few years. 

2-Continue building our co-investment program; 

3-Add internal resources, to continue achieving high returns as our liabilities grow to $40 billion by 2030; 

4-Become cash flow positive within five years, to provide liquidity back to the Trust as our cash outflows for 
pension benefits increase over the next decade. 
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Agenda 

• 2019 activity 

• Portfolio performance 

• Portfolio exposures and tilts 

• Preview of Ql 2020 performance 

• 2020 initiatives 



Private Equity Update 3 

2019 Year in Review 

• Very active year across all metrics: 

• $1,235 million in new commitments to 24 managers: 

• 17 existing relationships, 7 new; $75 million in co-investments 

• 77% North America, 10% Asia Pacific, 13% Other 

• 50% Buyouts, 30% Venture, 20% Growth 

.- $1,102 million in capital calls 

• $928 million in distributions 

• $968 million in net portfolio value appreciation (20.3% increase in NAV) 

• $5,920 million in NAV; $3,289 million in unfunded commitments; 21.6% 
of Plan Assets 



---

Private Equity Update 4 

2019 Year in Review (cont.) 

• Completed· a secondary sale 

·• Sold 59 PE funds, $541 million in NAV 

• Transferred active opportunistic credit investments to Private 
Credit portfolio 

• 17 funds, $105.2 million in NAV 

• Hired a stock distribution manager 

• $85.4 million in stock distributions since September 2019 



Private Equity Update 5 

2019 Year in Review 

• Reviewed early-stage venture portfolio: 
• Conducted diligence on over a dozen early.;.stage managers 

• Did not reup with several existing managers 

• Added two new managers 

· • Added new separate account 

• Expanded buyout portfolio: 
• Shifting focus toward middle market managers 

• Added dedicated industrial and healthcare exposure 

• Expanded relationships in consumer, tech, and distressed sectors 

• Co-investments: 
• ·Deployed $75 million in 3 co-investments with the existing managers 

!~1~.~~:;~~\ SF ER S 
\~.o~·- ·:;~15·1 
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Private Equity Performance 
As of December 31, 2019 
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Private Equity Performance 
As of December 31, 2019 

. -

3 yrs 
- - -- -- --

-

5 yrs 10 yrs 20 yrs 1111 • 

Buyout 18.2% 16.7% 14.5% 14.1% 14.1% 15.4% 1.2x 

Growth 17.4% 20.3% 17.9% 16.2% 11.4% 12.4% 0.6x 

Venture 20.9% 17.1% 14.3% 15.6% 14.7% 21.8% 0.8x 

Co-investments 33.3% 23.1% NA NA NA 21.8% 0.4x 

Special Situation 27.2% 20.1% 14.4% 12.0% 11.1% 12.8% 1.lx 

Other 8.3% 16.9% 9.8% 11.7% 15.9% 18.1% 1.6x 

Private Equity Total 19.4% 17.9% 15.1% 14.7% 13.7% 16.1% 1.0x 

Cambridge Associates 17.9% 16.2% 13.0% 14.1% 10.5% 13.9% 1.lx 

Policy Benchmark 31.6% 16.4% 12.8% 14.3% 8.7% 12.3% NA 

Private Equity added $3.3 billion in additional value since 
inception and over $1.7 billion over the past 5 years 

1.7x 

1.5x 

1.7x 

1.3x 

l.6x 

1.6x 

1.6x 

1.7x 

NA 
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Quartile Rankings by Market Value 

10% 

20% 

40% 

)50% 

60% 

70% 

90% 

1st 2nd 3. rd 4th 

73% of all Private Equity 
funds are in the first or 
second quartiles of 
Cambridge's benchmarks 

Manager selection is 
critica I 



- ~ -~ - -

1 

Private Equity Update _ _ _ 9 _ 

Annual Deployment Pace 

Year % of Plan 
2015 12.60% 
2016 14.09% 
2017 15.20% 
2018 20.20% 
2019 21.30% 

Buyout 
Growth Capital 
Venture Capital 
Co-investments 
Other 
Total (2015-2019) 

---

$De lo ed 
$1,192 million 

Target deployment 
pace is $700-900 $1,229 million 

$1,020 million . million/year over 
the next 3 yea rs 

$1,270 million 
$1,235 million 

#Funds Committed 
38 $2,161,968,975 36% 
53 $1, 786,800,000 30% 
27 $1, 715,200,000 29% 
3 $185,000,000 3% 
4 $96,116,183 2% 

125 $5,945,085,158 100% 
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SFERS Age of NAV vs. CA Benchmark 
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• 

' Roughly 83% of SFERS' PE Portfolio 
' is less than 5 years old, compared 

to 43% for the Cambridge 
benchmark 

• -\ <1 
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• SFERS PE Program Cambridge Benchmark 
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Private Equity Update 12 
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Current portfolio tilts 

• Technology 

• Venture/Growth 

· Asia 

1#;~;..~.~:'1 . ., SF ER S l~, ,,, · ~i;~iJ -·--··-· ·--·-
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PE Portfolio - Sector Exposure by NAV 
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PE Performance by Sectors 

Source: Cambridge and Aksia 
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PE Portfolio - Geographic Exposure by NAV 
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PE Performance by Geography 
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Performance by Strategy 
Multi-Year Performance 

25.()'% 

20.00;b 

15.0% 

3yrs 5 yrs lOyrs 20 yrs Since Inception 

Buyout Growth Venture Po licy Benchmark 
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Co-investments 

Number of Co-investments Total Invested Market Value IRR TVPI 
I 

13 $199.3 M $168.3 M 17 .8% 1.36x O.Slx 

• 3 new deals totaling $75 million added in 2019 

• 2 deals have been fully realized with an aggregate DPI of l.47x 

• Of the 13 co-investments, 10 are valued above cost, one is 
valued at cost, and two are valued below cost 

• Weighted Average of Co-investments is just 2.3 years 

/~"~ffi:~ ... ~ SF ER S 
(~~\~!J~! . . . ·-
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Preview of Ql 2020 performance 
• 
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Private Equity 2020 Initiatives 

• Rebalance portfolio post-secondary sale: 
• Buyouts 

• Europe 

• Continue emphasis on higher value-add strategies on a global 
basis (smaller managers, specialized strategies, differentiated 
exposures) 
• Growth Equity 

• Deep Value/Turnaround 

• Continue building co-investment program 

• Increase engagement and collaboration with other verticals 
within SFERS 

• Hiring Resources 

• Consultant RFP 
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CONFIDENTIAL & TRADE SECRET 

The information and material published in this report is nontransferable. Therefore, recipients may not disclose any information or material derived from 
this report to third parties or use information or material from this report without prior written authorization unless such use is in accordance with an 
agreement with Cambridge Associates ("CA"). Nothing contained in this document should be construed as the provision of tax, accounting, or legal advice. 
Past performance is not indicative of future performance. Broad-based securities indexes are unmanaged and are not subject to fees and expenses typically 
associated with managed accounts or investment funds. Investments cannot be made directly in an index. Any information provided in this document is as of 
the date of the document, and CA is under no obligation to update the information or communicate that any updates have been made. 

The information contained herein represents CA's estimates of investment performance, portfolio positioning and manager information including but not 
limited to fees, liquidity, attribution and strategy and are prepared using information available at the time of production. Though CA makes reasonable 
efforts to discover inaccuracies in the data used in this report, CA cannot guarantee the accuracy and is ultimately not liable for inaccurate information 
provided by external sources. CA is under no obligation to update the information or communicate that any updates have been made. Clients should 
compare the investment values with the statements sent directly from their custodians, a.dministrators or investment managers, and similarly, are ultimately 
responsible for ensuring that manager information and details are correct. Historical results can and likely will adjust over time as updated information is 
received. Estimated, preliminary, and/or proxy information may be displayed and can change with finalized information over time, and CA disclaims any 
obligation to update a previously provided report when such changes occur. Some of the data contained herein or on which the research is based is current 
public information that CA considers reliable, but CA does not represent it as accurate or complete, and it should not be relied on as such. This report is not 
intended as a Book of Record nor is it intended for valuation, reconciliation, accounting, auditing, or staff compensation purposes, and CA assumes no 
responsibility if the report is used in any of these ways. 

The primary data source for information is the investment manager and/or fund administrator, therefore data may not match custodial or other client 
records due to differences in data sourcing, methodology, valuation practices, etc. Estimated values may include prior quarter end data adjusted by a proxy 
benchmark or by subsequent cash flows. In some instances, data may be sourced directly from a client and/or prior advisors or service providers. CA makes 
no representations that data reported by unaffiliated parties is accurate, and the information contained herein is not reconciled with manager, custodian, 
and/or client records. There are multiple methodologies available for use in the calculation of portfolio performance, and each may yield different results. 
Differences in both data inputs and calculation methodologies can lead to different calculation results. Expected return, efficient frontier analysis and 
methodology may include equilibrium asset class assumptions derived from CA's Capital Markets Group, and such assumptions are available upon request. 

The terms "CA" or "Cambridge Associates" may refer to any one or more CA entity including: Cambridge Associates, LLC (a registered investment adviser 
with the US Securities and Exchange Commission, a Commodity Trading Adviser registered with the US Commodity Futures Trading Commission and 
National Futures Association, and a Massachusetts limited liability company with offices in Arlington, VA; Boston, MA; Dallas, TX; Menlo Park, CA, New York, 
NY; and San Francisco, CA), Cambridge Associates Limited (a registered limited company in England and Wales, No. 06135829, that is authorized and 
regulated by the UK Financial Conduct Authority in the conduct of Investment Business, reference number: 474331); Cambridge Associates Limited, LLC (a 
registered investment adviser with the US Securities and Exchange Commission, an Exempt Market Dealer and Portfolio Manager in the Canadian provinces 
of Alberta, British Columbia, Manitoba, Newfoundland and Labrador, Nova Scotia, Ontario, Quebec, and Saskatchewan, and a Massachusetts limited liability 
company with a branch office in Sydney, Australia, ARBN 109 366 654), Cambridge Associates Investment Consultancy (Beijing) Ltd (a wholly owned 
subsidiary of Cambridge Associates, LLC which is registered with the Beijing Administration for Industry and Commerce, registration No. 
110000450174972), and Cambridge Associates Asia Pte Ltd (a Singapore corporation, registration No. 200101063G, which holds a Capital Market Services 
License to conduct Fund Management for Accredited and/or Institutional Investors only by the Monetary Authority of Singapore). 
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Introduction 

• SFERS PE program continues to perform well on an absolute basis and relative to public markets. It 
has been significant contributor to overall Plan returns over the short- and long-term. 

2019 was particularly strong, returning 19.4 % for the year. 

• The PE program is roughly 2i.5% of total Plan1 assets, above the 18.0% target allocation, due in large 
part to significant outperformance over public markets in recent years. 

• 2019 was another productive year for the PE program: 

$1,235 million in commitments to 24 managers - 17 existing relationships, 7 new; $75 million in co-investments.* 

Record year of $928 million in distributions for the program, on the heels of 2018's prior peak. 

Completed secondary sale of 59 non-core venture and buyout funds totaling approximately $s41 million ofNAV2
• 

• SFERS has benefitted from cultivating relationships with top-tier investment managers in advance of 
fundraising and continued to secure access to oversubscribed managers. 

• The COVID-19 pandemic is an evolving situation that has and continues to affect businesses and 
private market portfolios, although the degree and shape of that impact remain unknown. 

Aside from managers focused on distressed opportunities, new deal activity is expected to slow in the near term. 

Capital calls and distributions are likely to be reduced in the near-term as investment and exit activity decline. 

Valuations are expected to reset, though most private equity markets remain frothy. 

• Given current market volatility, we recommend a target annual pace of $700 million, appropriate even 
under a deep stress scenario. However, we advise maintaining flexibility with this target and being 
guided primarily by opportunities in the market. 

*Reflects closed commitments that were approved in 2019. Manager count reflects number of manager relationships. In some cases, SFERS has invested or co-invested across multiple strategies 
managed by the same firm. I 3 
[1) Based on total Plan value of $27.4 billion as of December 31, 2019. 
[2) As of March 31, 2019 reference date. 



Fund Commitments [Were] at All-Time Highs 

GLOBAL BUYOUT, VENTURE CAPITAL, AND GROWTH EQUITY TOTAL CAPITAL RAISED 
2000-2020 • US Dollar (billions) 
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548 
523 

431 

369 

155 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 
YTD 

Buyout Growth Equity Venture 

Sources: Cambridge Associates LLC and Pitch Book. 
Notes: As of May 12, 2020. Data includes 5,116 buyout funds, 7,791 venture capital funds, and 1,536 growth equity funds raised between 2000 and 2020. 

Copyright© 2020 by Cambridge Associates LLC. All rights reserved. Confidential. 
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During the GFC, Private Investment Valuation Fluctuations Were Less Volatile Than Those of the 
S&P 500 

U.S. BUYOUTS, GROWTH EQUITY, AND VENTURE CAPITAL QUARTERLY MARKET VALUE FLUCTUATIONS VS. S&P 
500 PRICE RETURN 
January 1, 2007 - December 31, 2011 
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USBO 7% 11% 2% 6% -2% 0% -8% -18% -2% 6% 8% 8% 6% 3% 6% 11% 6% 6% 

USGE 10% 12% 5% 6% -3% 1% -3% -14% -3% 7% 7% 5% 6% 2% 6% 14% 6% 7% 
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S&P 500 
Price 0% 6% 2% -4% -10% -3% -9% -23% -12% 15% 15% 5% 5% -12% 11% 10% 5% 0% 

Sources: Cambridge Associates LLC Private Investments Database and Standard & Poor's. 
Notes: Data as of September 30, 2019. Returns shown for private investments are the quarter-over-quarter (end-to-end) percent change in total market value for investments made by 
U.S. buyout, growth equity, and venture capital funds in each time period and are gross of fees and expenses. S&P 500 return represents quarter-over-quarter price return for the S&P 
500 Index and excludes returns from dividends and interest. 

Copyright© 2020 by Cambridge Associates LLC. All rights reserved . Confidential. 
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Vintages Fully Invested Now are Most at Risk; PE Funds Raised During and Coming Out of the 
GFC Have Been Strong Performers 

U.S. PRIVATE EQUITY: NET POOLED IRRS AND FUND MULTIPLES BY VINTAGE YEAR 
As of September 30, 2019 
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Notes: Based on data compiled from 710 US buyout and growth equity funds, including fully liquidated partnerships, formed between 2002 and 2016. Internal rates of return are net of 
fees, expenses and carried interest. CA research shows that most funds take at least six years to settle into their final quartile ranking, and pervious to this settling they typically rank in 
2-3 other quartiles; therefore fund or benchmark performance metrics from more recent vintage years may be less meaningful. 
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In Venture, Funds Raised During the GFC and its Aftermath Have Posted Double-Digit Returns 

U.S. VENTURE CAPITAL: NET POOLED IRRS AND FUND MULTIPLES BY VINTAGE YEAR 
As of September 30, 2019 
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Notes: Based on data compiled from 863 US venture capital funds, including fully liquidated partnerships, formed between 2002 and 2016. Internal rates of return are net of fees, expenses and 
11 7 carried interest. CA research shows that most funds take at least six years to settle into their final quartile ranking, and pervious to this settling they typically rank in 2-3 other quartiles; therefore 

fund or benchmark performance metrics from more recent vintage years may be less meaningful. 2002 return is -0.6%. Axis minimum held at 0% for formatting purposes. 
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Current Private Equity Market Conditions 

Impact on Asset 
Class 

What Managers 
are Saying and 

Doing 

Outlook & 
Opportunity Set 

• Managers are bracing for the impact of Q2 2020 marks. 
• Deals agreed to before COVID-19 have been subject to repricing. 
• The amount of capital needed to support existing portfolio companies could be 

meaningful. 
• Recession, record unemployment likely to have longer term impact on recovery. 

• Assessing remaining available commitments, reserves with a view towards 
preserving existing holdings. 

• Reducing cash burn at their companies to sustain zero revenue for 60-90 days. 

• In the near term, new platform investments are expected to be limited. 

• Some software and healthcare companies have benefitted. 

• Deal activity will pick back up at some point, but will be delayed until the risks are 
better understood. There is still substantial dry powder to deploy. 

• Buyout firms are well positioned to put capital to work by pursuing add-ons. 
• Most Buyout managers are pushing back fundraising timelines and focusing on 

existing portfolios. 
• Special Sits groups are starting to fundraise. Deal activity here likely to pick up as 

the need for capital forces the hand of the company or asset owner/lender. GPs 
with larger pools of capital have begun putting money to work. 

• Managers that just closed their funds have ample capital ready to deploy. 

I a 
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Current Venture Capital Market Conditions 

Impact on Asset 
Class 

What Managers 
are Saying and 

Doing 

,,-fl' --------

Outlook & 
Opportunity Set 

• Venture managers saw a low-to-moderate impact on their portfolios in Ql. 
Managers are bracing for the impact of Q2 2020 marks. 

• Late stage marks are likely to be more impacted than early . . 

• Recession, record unemployment likely to have longer term impact on recovery. 

• VC-backed companies are much better financed than they were going into the GFC. 

• Managers are focusing on pipeline deals, stress testing current platform 
companies, ensuring companies have 12-18 months of runway. 

• Enterprise tech enabling remote work, virtual healthcare, deliveries, and online 
education have seen a surge in traffic. Clinical .trials have been delayed. 

• High quality managers have not slowed down fundraising but others may be 
pushing out deadlines. 

• Tech-enabled companies have been able to adapt and manage through this crisis 
better. This crisis has accelerated the adoption of several long-term trends such 
as remote work and virtual healthcare, and these business models are likely to 
influence the post COVID-19 market. 

• While uncertainty prevails, Asia appears to be stabilizing. Sponsor sentiment is 
optimistic for Venture Capital. Moreover, VC firms seem less impacted than PE 
firms. 



Sectors Impacted to Varying Degrees 

US PRIVATE EQUITY BY GICS SECTOR 
As of September 30, 2019 - Percent of Market Value 

Businesses with the lowest cost structures, low( er) leve ls of 
debt, and access to liquidity, have the best chance of 
surviving six months of zero revenue. 

• Recurring revenues help 
sustain software 
companies in a zero 
(i.e., new) revenue 
environment 

• Enterprise, education, and 
consumers accelerating 
drive to online, cloud 

• Anticipate pandemic­
related disruption 

• Some level of recurring 
revenue should persist 
from enterprise and 
consumer customers in 
many subsec~ors 

• Online/contactless 
payment usage expected 
to increase 

@'fHH:R 
59/e 

Sources: Cambridge Associates LLC Private Investments Database. 
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• MANUFACTURING: 
Industry dependent. Some 
supply chains disrupted 

• SERVICES: 
Customer dependent. 
Postponements likely 

• AEROSPACE/DEFENSE: 
Consumer aerospace 
suffering significantly from 
halted travel, defense 
expected to emerge relatively 
unscathed 

• Oil services/producers could 
suffer as oil prices 
decline/fluctuate, will impact 
derivative businesses 

• Discretionary travel and 
leisure, brick and mortar 
dependent business models 
hit HARD 

• Many may not recover 

• Elective medical/dental care delayed, 
expecting bounce back post crisis 

• Telehealth services in test drive now, if 
reimbursed, expect increase 

Notes: CA Index weights for US private equity are based on market value of investments made by US private equity funds at 9/30/2019. "Other" sectors of the CA benchmark include 
energy, utilities, real estate, fund of funds investments, and multi-industry investments. Private equity includes buyout and growth equity funds. 
Copyright© 2020 by Cambridge Associates LLC. All rights reserved. Confidential. 
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Current Areas of Opportunity 

Early Stage Venture 
·capital 

Mid Cap Buyouts 

Growth Equity 

Secondaries 

Deep Value/ 
Turnaround 

• Next generation companies consistently formed during recessions as they 
solve flaws in current economy/ technical issues. 

• Expected valuation reset should benefit LPs. 

• Expected valuation reset should create better investment opportunity. 
• Many sectors will present buy-and-build opportunities. 

• Generally proven, profitable business models, with most GPs focusing on 
technology and/or healthcare. 

• Less capital chasing Asian and European opportunities. 
• Flexible capital structures allow for creativity. 

• Discounts should increase as forced sellers look to shed relationships to 
deal with denominator and/or asset allocation issues. 

• Bankruptcies, restructurings, rescue finance, reconstruction, and 
turnaround opportunities will be available (and required). 

I 11 
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Program Performance As of December 31, 2019 

• SFERS PE program has performed well in comparison to both public markets and peers. 

• PE portfolio has generated a 16.1% net IRR since inception in 1987, outperforming the blended 
mPME benchmark (75% Russell 3000 I 25% MSCI ACWI ex US+ 300 bps) by 460 bps. 

SFERS IRR 

Russell 3000 AACR 

Russell 3000 mPME 

MSCI ACWI ex US* AACR 

MSCI ACWI ex US* mPME 

75% Russell 3000 I 25% MSCI ACWI 
ex US* + 300bps AA CR 

Private Equity Program and Index Returns Since Inception 

9.8% 

9.2% 

5.4% 

6.1% 

12.1% 

75% Russell 3000 I 25% MSCI ACWI 
ex US* + 300 bps rrRv'IE .. - ~ -- - - - . - . - . ·- - - ... - - - .__ 

11.5% 

0% 2% 4% 6% 8% 10% 
Return (%) 

12% 

16.1% 

14% 16% 18% 

SFERS consistently ranks in the top ten of pension PE returns. According to Investor Force, SFERS' 
ten-year PE return was 420 basis points higher than the median, placing SFERS at 1!5_ amongst 
defined benefit plans. 

Note: SFERS performance data reported by Aksia as of 12/31/2019. The mPME methodology attempts to create a dollar-weighted return measure using quarterly returns on public indices for direct 
comparison to the internal rate of return (IRR) used to measure private investments performance. The methodology assumes that inflows to the modified Public Market Equivalent ("mPME") are 
equivalent in size and timing to contributions to the private portfolio. Distributions, on the other hand, are assumed to occur at the same time as in the private portfolio, but instead of at the same 
size, they are assumed to be of the same proportion to the NAV of the PME as the distributions in the private portfolio are to its NAV. NAV, meanwhile is grown at the rate of return of the public index. 
This figure was calculated using Aksia historical cash flow data. The lnvestorForce Public DB net of fee universe contains 63 observations. 
*MSCI ACWI ex US represents MSCI ACWI ex US (net) returns from 12/31/2018 back through 3/31/2001, backfilled with MSCI ACWI ex US (gross) returns through 3/31/1988, and MSCI World ex US (net) 
returns through 12/31/1987. 

I 12 
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Program Performance (Cont'd) Preliminary Q1 2020 Performance 

• In market dislocations, private investment valuations have historically been less impacted than 
public markets, helping reduce overall plan volatility. 

• SFERS PE program held up well -during the first quarter, outperforming the blended benchmark by 
roughly 13% and outperforming the CA Benchmark by roughly 70 bps. 

Preliminary Q1 2020 Private Equity Program and Index Performance 

-8.0% CA Benchmark* 

-20.9% Russell 3000 AACR 

-23.4% MSCI ACWI ex US AACR 

·~------·-,--------r--- -------.-

-25% -20% -15% -10% -5% 0% 

Return (%) 

Note: SFERS performance data reported by Aksia as of 3/31/2020 based on 85.2% of data (by fund count) reporting. CA Private Benchmark data is preliminary as of March 31, 2020 and represents net 
pooled IRRs. I 13 
*Benchmark includes Cambridge Associates' Private Equity, Venture Capital, Distressed, and Secondaries benchmarks. 
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Market/ Portfolio Observations 

• Buyouts 

SFERS buyout program has been the largest driver of value creation for the PE program since 
inception. 

As a result of strong relative distributions ($390 million in 2019 alone), SFERS is underweight 
buyouts; this is a current area of focus, and exposure will increase given SFERS' $i.4 billion in 
existing dry powder. 

Within Europe, favor middle-market regionally- and country-focused funds with established 
sector and operational expertise. 

" Within Asia, small- and mid-cap developed market buyouts continue to be attractive given the 
limited competition, reasonable valuations, prudent use of leverage, and strong exit markets. 

Managers with ample dry powder should be well positioned when deal activity returns in the 
wake of the COVID-19 crisis. Those targeting resilient business models in sectors such as 
healthcare and technology-both' areas where SFERS has a healthy dose of exposure-should 
fare relatively better than others. 

j 14 
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Market/ Portfolio Observations (Continued) 

• Growth Capital 

Since inception returns have not been as strong as other sub-strategies, but recent momentum 
has picked up with strong 3- and 5-year net IRRs (20.3% and 17.9%, respectively). 

Distributions reached a peak of $223 million in 2019 . 

., In 2019, SFERS committed $239 million to four existing and established global growth equity 
managers pursuing diversified and IT-focused strategies. 

Growth companies with strong business models (i.e., low cost structures, low levels of debt, 
high recurring revenues) should be well positioned to weather the current environment and 
capitalize on trends accelerated by the COVID-19 crisis. 

• Venture Capital 

SFERS' venture capital program has been the program's strongest driver of performance over 
time (since inception net IRR of 2i.8% ). 

2019 was another active year with over $i30 billion of capital invested in the US venture market 
and $199 billion raised in IPOs driven by the listing of a number of large companies (such as 
Uber, Slack, and Lyft). 

Within Asia, look for opportunities over time to upgrade maturing tech VC firms and add 
complementary sector specialists. Continue to favor early-stage venture opportunities in China. 

Look to selectively add European venture where it may be complementary and additive through 
regional or country-focused managers. I 1 s 
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Market/ Portfolio Observations (Continued) 

• Special Situations 

SFERS has benefitted from managers that take advantage of market dislocations and should 
continue to do so through the COVID-19 related pandemic and its aftermath. 

• Emerging Markets 

SFERS has made meaningful strides over the years in increasing its exposure to emerging 
markets, specifically emerging Asia. 

SFERS has benefited from strong performance from its Asia portfolio, with 3-year and 5-year net 
IRRs at 17.0% and i4.6%, respectively. SFERS' China portfolio has performed particularly well, 
generating a 20.2% net IRR since inception. 

In the medium-term, general weakness in EM currencies and public markets volatility could 
dampen returns, especially in USD terms. 

• Co-Investments 

Co-investments continue to offer SFERS the opportunity to enhance returns, reduce economic 
leakage to GPs, and target select sector and geographic exposure. 

SFERS' exposure is diversified by manager, investment type, and geography. 

SFERS saw robust private equity co-investment deal flow and reviewed a number of 
opportunities in 2019. However, SFERS remains highly disciplined and selective in the 
opportunities it pursues 

I 16 
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If History Repeats Itself, We Should See Fewer Capital Calls but Subscription Lines Add 
Complexity 

GLOBAL PRIVATE EQUITY: LP CASH FLOWS AND NAV - CALENDAR YEARS 2007-2012 
As of September 30, 2019 
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Notes: Includes funds formed between 2000-2012 based on date of legal inception. Private equity includes buyout and growth equity funds. Cash flows are net of recallable returns of 
capital. 
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Cash Flow Cycle Has Seemed Destined to Turn 

CASH FLOW CYCLE - U.S. PRIVATE EQUITY AND VENTURE CAPITAL 1991-2019 
As of September 30, 2019 • Ratio of annual LP distributions to LP contributions 
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Source: Cambridge Associates LLC Private Investments Database. 
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2.5 

1.5 

iii• 1.1 

II 

More contributions 
to LPs 

2011 2013 2015 2017 2019 

Note: Cash flow ratio is LP distributions divided by LP contributions. Distributions are net of recallable returns of capital. Private equity includes buyout and growth equity funds. 2019 
data reflect activity for the first nine months of the year and are through September 30, 2019. 

Copyright© 2020 by Cambridge Associates UC. All rights reserved. Confidential. 
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Program Snapshot As of December 31, 2019 

• Since inception in 1987 through December 31, 2019, SFERS committed $12.3 billion to 386 funds. 
SFERS investment managers have called $g.3 billion, or 75.6% of total commitments. 

• The portfolio has a total value to paid-in multiple of I.6x, generating $5-7 billion in value creation (net 
of fees and carried interest). 

• Current portfolio NAV stands at $5-9 billion, or 2L5% of total Plan1 assets. Unfunded commitments of 
$3·3 billion will be contributed to the portfolio over a period of several years (and offset by portfolio 
distributions). 

$14,000 

$12,000 

$10,000 

1 
$8,000 .i 

$6,000 

$4,000 

$2,000 

L $0 ·~ · ··-·~ 

Private Equity Program 
As of 12/31/19 

$12,278 

1.6x 

$9,050 

$5,920 

---·-··-··----···· ·········- · ·- ·- ·-··--·--- -----------

0 Cumulative Commitment NAV 
Note: Commitments made subsequent to December 31, 2019 are not included. Figures provided by Aksia. Unfunded commitments do not tie to cumulative commitments minus 
cumulative paid-in due to recallable distributions and currency conversion. 
[l] Based on total Plan value of $27.4 billion as of December 31, 2019 I 20 



Portfolio Construction 

EXPOSURE BY NAV 

$s,920 million 

Special 
Situations 

2.8% 

Opportunistic 

Venture Capi al 
39. % 

Co-Investment 
1.6% 

Buyout 
31 9tl;(i 
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As of December 31, 2019 

EXPOSURE BY NAV +UNFUNDED 

$g,208 million 

Special 
Situations 

2.8% 

Opportunistic Co-Investment 
1.2% 

Buyout 
35.4'l/c1 

Growth apital 
25.2% 

• Current NAV exposure tilted towards venture capital given companies staying private 
longer, strong mark-ups within the asset class and strong distributions/exit activity from 
buyouts. 

• "In the ground" exposure likely to tilt toward buyouts in coming years given uncalled 
commitments. 

Note: Exposure data reported by Aksia as of 12/31/2019. Asset class exposures reported at the fund level. Commitments made subsequent to December 31, 2019 are not included . 
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Five-year Commitment Snapshot 

CURRENT NAV BY SUB-STRATEGY 
Opportunistic Co-Investment 
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Continued balance within buyout, growth, and venture exposure 
with an increased emphasis on Asia over the last five years 

COMMITMENTS BY SUB-STRATEGY 2015-2019 

Special 

Situations, 
3.8% 

Co-Investment, 2.3% 

Buyout, 39.2'-'10 

Gruwth 
Captta l..2 2°1. 

COMMITMENTS BY GEOGRAPHY 2015-2019 

Europe, 3.5% 

North 
An1erica. 

~9. u/o 

Note: NAV strategy exposure data is provided by Aksia, reported at the fund-level as of 12/31/2019. NAV geographic exposure data is provided by Aksia, reported at the investment level 
as of 12/31/2019. Both 2015-2019 commitment pie charts use data provided by SFERS and Cambridge Associates, and are bucketed according to Cambridge Associates classifications. I, 

22 Commitments made subsequent to December 31, 2019 are not included. "other" Geographic exposures include Middle East, Latin America, and funds CA classifies as Global. 



Base Case (4% Pool Growth) 

COMMITMENT PACE 
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For Illustrative Purposes 
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Note: Model populated with historical portfolio data as of September 30, 2019. Commitments closed during 4Q 2019 are included in the 2019 projection . Projected cash flows and allocations are based 
on CjA modeling and proprietary assumptions. Modeling is intended to be used as a guideline; actual capital calls, distributions, and exposure may differ materially from projections, depending on 
macroeconomic and fund-specific variables. 
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No Growth Stress Case ( 0% Pool Growth, 2020-

2022) 
For Illustrative Purposes 
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Note: Model populated with hi~torical portfolio data as of September 30, 2019. Commitments closed during 4Q 2019 are included .in the "2019E" projection . Projected cash flows and allocations are 
based on CIA modeling and proprietary assumptions. Modeling is intended to be used as a guideline; actual capital calls, distributions, and exposure may differ materially from projections, depending 
on macroeconomic and fund-specific variables. 
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GFC Stress Case For Illustrative Purposes 

COMMITMENT PACE 
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on CIA modeling and proprietary assumptions. Modeling is intended to be used as a guideline; actual capital calls, distributions, and exposure may differ materially from projections, depending on 
macroeconomic and fund-specific variables. · 
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GFC Deeper Stress Case 

COMMITMENT PACE 
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For Illustrative Purposes 
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US Private Equity 
Facts & Figures 

In 2019, fundraising hit a new high, again exceeding $200 
billion for US-based buyouts and growth equity. Fundraising 
in 2020 is expected to slow. 

Heading into the COVID-19 crisis, more than half of the USPE 
dry powder resided in large- and mega-cap funds ($58 and 
more in size) and about 70% of it was held in vintages 2018 
and 2019, positioning those funds to invest in a lower 
valuation environment. 

On average, purchase price multiples (PPMs) for all 
transactions climbed steadily from 2009 to 2019; leverage 
multiples remained fairly constant from 2014 to 2019. The 
small number of transactions completed in the first four 
months of 2020 indicate that both have declined. 

PPM figures for 2019 are driven by large company 
transactions as there were limited deals involving mid- and 
small-sized businesses (enterprise values between below 
$500 mm). Large company valuations in 2019 hit historic 
heights at 11.6x EBITDA. 

For the year, 2019 leverage multi ples for middle-market(< 
$50 mm EBITDA) were a bit higher than they were in 2018 
(s.9x compared to 5.sx) while those for large companies 
were 6.2x, roughly the same level as in 2018. 

From 2014 to 2018, average equity contributions for middle­
market companies were about 44% and they reached nearly 
50% in 2019. This reflects, at least in part, a larger increase in 
purchase prices than in leverage multiples. 

By number, PE-backed exits declined year-over-year in 2018 
and in 2019 but by value, they increased. 
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US Venture Capital 
Facts & Figures 

Based on capital invested, 2018 and 2019 were historically 
active periods, but 2019 was a slower year than 2018 for 
fundraising. The first quarter was a strong fund raising period 
but the COVID-19 crisis is expected to slow investment and 
commitment paces. 

Across the board, pre-money valuations continued their rise 
in 2019. Since 2017, valuations for all stages except for seed 
have risen by around 50% or more. The increased valuations 
likely contributed to the historic levels of investment in 2018 
and 2019. 

Elevated pricing is at least in part due to the choice to remain 
private (as opposed to going public or seeking an M&A 
transaction) and to raise capital from new sources of late­
stage financing both in and outside the United States. For 
color, as of September 30, 2019, about 30% of the market 
value of the investments in the CA USVC Index was in 
companies that had been held for at least seven years. 

The IPO market in 2019 was especially strong for venture 
capital-backed companies. While the number of IPOs was 
slightly lower than it had been in 2018, the value of the IPOs 
was nearly two and a half times as high in 2019, due to the 
listing of a number of large companies (such as Uber, Slack, 
and Lyft). By number and value, M&A activity dropped slightly 
from 2018 to 2019. Private equity buyouts of venture-backed 
companies numbered roughly 200 in 2018 and 2019. 

It is not clear how the COVID-19 crisis will impact venture 
capital but in the short term, industries like telemedicine, 
online education, and video conference tools have benefited. 

Sources: National Venture Capital Association and Pitch Book. 

Updated Fourth Quarter 2019 
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Asian Private Equity 
Facts & Figures 

While fundraising data vary across different sou rces, 
according to Pitchbook, PE/VC fundraising averaged about 
$558 per year from 2014-18, driven largely by 2014 and 2018 

totals. The activity in the first six months of 2019 suggests 
that the year will fall under that average. 

According to APER, fundraising, investing, and exits have all 
slowed in 2019. Chinese venture and growth equity funds 
continued to garner the largest share of new capital 
commitments but many attribute the declines across the 
investment cycle to the new regulations (CFIUS) and the 
ongoing trade war between the US and China. 

According to Dealogic, IPO values rose steadily from 2016-18 

but if the first half is an indication, 2019 will end up being a 
slower year with respect to both number and value of IPOs. 

After peaking in 2015, M&A activity and values were relative ly 
stable between 2016 and 2018. First half 2019 appears to 
indicate that the year w ill be slower. 

Public equity valuations for healthcare are relatively 
expensive, given the limited number of companies listed and 
investor demand for defensive sectors. The opportunity set 
for private equity investors is much larger, with a growing 
universe of dedicated special ist funds. However, competition 
has also increased private valuations. 

Sources: Cambridge Associates LLC., Dea logic, and Pitch Book. 

Updated Fourth Quarter 2019 
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European Private Equity 
Facts & Figures 

Accord ing to Pitchbook, fundraising activity steadily 
increased from 2014 to 2017 when it peaked. First half 2019 
commitments nearly equaled the full year 2018 level, putting 
this year on pace to match or exceed 2017. 

The pricing environment observed since 2014 has remained 
intact, with generally rising purchase price multiples (PPMs), 
accessible credit, and elevated leverage multiples. PPMs fell 
slightly in the first six months of 2019 amid geopolitical 
uncertainty, particularly surrounding Brexit. Leverage 
multiples have inched up over the past few years and in 1H 
2019, they averaged 5.6x EBITDA, the highest level since 
2007. Equity contributions to leveraged buyouts (LBOs) 
averaged 44.8% in 2013-18, falling to 41.6% in 1H 2019. 

PPMs for large- and mid-size transactions hit historical highs 
in 2018 and in both, prices have fallen a bit in the first six 
months of 2019. For large transactions, those worth more 
than €1 billion, company valuations were 11.7x EBITDA in 
2018 and dropped slightly to n3x EBITDA in the first six 
months of 2019. 

The average trailing 12-month PPMs for transactions greater 
than or equal to €500 million have been north of 10x EBITDA 
since 2014 and reached n3x EBITDA in 2018. Prices in 2019 
have fallen slightly but were 11.ox in 1H 2019. PPMs were 
much lower (8.7x EBITDA in 2018) in smaller transactions 
(those worth between €250 mi llion and €560 mi llion). 

Sources: Cambridge Associates LLC, Dea logic, Pitch Book, and Standard & Poor's LCD. 

Updated Fourth Quarter 2019 
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European Venture Capital 
Facts & Figures 

With the exception of 2000, fu ndraising hit a high in 2015 

and has remained healthy in the years since. Activity in 1H 

2019 puts the year on par with 2015. According to Pitchbook, 
early-stage venture funds represented about 20% of the 
capital and funds raised in 2018 and 1.H 2019. 

From 2015-18, annual investment activity averaged 
approximately €7 billion per year. Almost €8 billion was 
invested in 1 H 2019 alone. 

Similar to in the US, late-stage valuations have increased 
dramatically since 2017. Early-stage median pre-money 
valuations have also climbed but at a more rational pace. 
Seed-stage deal valuations dropped in 1H 2019. 

In the recent and current market, larger and later deals are 
more prominent in investments being made and exited in 
Europe and fu nd sizes have also in creased. 

Sources: Cambridge Associates LLC and Pitch Book. 

Updated Fourth Quarter 2019 
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Latin American Private Equity 
Facts & Figures 

After a slow 2016 and 2017, fundraising activity picked up in 
2018. According to the Latin American Venture Capital and 
Private Equity Association, Latin American-focused funds 
raised $6.7 billion in the first half of the year, a 55% increase 
over total-year fundraising activity in 2017. Notably, almost 
70% of the capital was raised by funds with pan-regional 
strategies, and only 9% by funds focused on Brazil. 

Investment activity, on the other hand, was slightly slower 
than the prior two years, in terms of capital invested. In 2018, 
$7-4 billion was deployed, representing a 12% decrease 
relative to 2017. However, the number of transactions 
increased by 44% in the same period, indicating that venture 
capital and mid-market activity continued to be strong. 

In fact, in 2018, 463 venture capital transactions were 
completed across the region, representing $2.o billion of 
invested capital, increases of 86% and 73% versus 2017, 
respectively. 

Brazil continues to be Latin America's mostactive country in 
terms of capital invested and number of deals. Additionally, 
due to the growing venture capital industry, technology now 
clearly represents the most active sector in Latin America in 
terms of number of deals and capital invested. 

The M&A and IPO environment remained less active than 
peak years. IPO activity, historically driven by Brazil, was 
consistent with 2017 after a very slow 2014-16. 

The economic recession of 2015-16 in Brazil resulted in a 
record number of distressed credit situations, offering 
investors a set of new, differentiated, and potentially 
attractive investment opportunities. Fundraising and 
investment activity in the space, though harder to quantify, 
has been growing strongly. 

Sources: Dea logic and Latin American Private Equity & Venture Capital Association. 

Updated Second Quarter 2019 
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AksiaM 

Portfolio Overview 
As of December 31, 2019 

• Since inception (1987) SFERS has committed $12.28 B to 386 investments. 

• SFERS has received $9.05 B or 97.3°/o of contributed capital. 

• The private equity portfolio has generated a since inception net IRR of 16.1°/o and a TVPl1 of 1 .64x. 

• The current market value of the portfolio is $5.92 B. 

• There are 107 active managers overseeing 267 funds holding over 2,800 underlying portfolio 

comparnes. 
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AksiaM 

Portfolio Overview 
As of December 311 2019 
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AksiaM. 

2019 Year in Review 

• 

• 

• 

• 

As of December 31, 2019, the private equity allocation relative to the total pension assets was 
21.6°/o versus a target of 18.0°/o. This represents a 1.30 basis point increase compared to 2018 year 
end allocation of 20.3°/o. 

The weighted age of the portfolio decreased by 1.5°/o declining to 9.7 years from 9.8 years at year­
end 2018; the program's investment pace continues to exceed the aging of the portfolio. 

During 2019, the portfolio closed on a total of $1,235 Min commitments . 

Commitments to Buyout and Venture Capital strategies accounted for 50°/o and 30o/o, 
respectively. 

- Commit_ments were primarily focused in North America accounting for 77°/o; followed by Asia 
Pacific focused investments (10°/o) and Other (13°/o). 

Through 4Q19 and early 2020, 59 funds with $541 M in net asset value were sold in a secondary 
sale. 
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Performance - Portfolio 

• Relative to the blended benchmark of the 

Russell 3000 and MSCI ASWI +300 bps, the 

portfolio exceeds returns every period except 
over 1 year. 

• The portfolio has performed in line with or 

exceeded the custom Cambridge Associates 
Index in al I periods across all performance 

metrics except DPI and TVPI. 

• Venture Capital, Buyout and Growth Capital 

Strategies contributed to annual Teturns 

appreciating by 20.3%, 18.9% and 17.5% 

respectively, over year end 2018 fair market 

values. 

• Funds focused on the North America region 
appreciated 22.7% over the year vvhile Asia 

Pacific funds appreciated by 13 .5%. 

• The largest ten managers (42 .9% of tota l 

exposure) contributed to portfolio returns with 

an aggregate ITD net IRR of 22.9%. 

• Of the 325 investments with vintage years 2017 
and older, 257 have generated 1.25x invested 

capital or greater; 98 have a multiple of 2 .Ox or 

greater. 

AksiaM 

Net IRR Multiples 

12/31/2019 

Program Totals 19.4% 17.9% 15.1 % 14.7% 13.7% 16.1 % Oo97x 1.64x 

Custom Benchmark1 31.6% 16.4% 12.8°/o 14.3% 8.7% 12 .3% NA NA 

Difference - 72.3% 1.5% 2.3% 0.4% 5.0% 3.8% NA NA 

Cambridge 
17.0% 16.2% 13.0% 14.1% ·10.5% 13.9% 1.1 3x 1.66x 

Assoc i ates2 

Difference 2.3% 1.7% 2. 1% 0. 7% 3 ')01 
• ..!... 10 2.2% -0. 7 6x -0.02x 

1 Represents a 7.5 %, weighting of Russell 3000 + 25% weighting of MSCI ASWI ex-US + 300 bps. 
Index returns are time weighted rates of return. 
2 Cambridge Associates pooled IRR and TVPI : All private equity funds (excluding timber, real estate, 
private equity energy, upstream energy & royalties, credit, and infrastructure) inclusive of v intage 
years through 2019 in the U .5., Canada, Europe, Global and Asia/Pacific markets as of December 31, 
2019. Cambridge Associate 1s data is continually updated and is subject to change. The portfolio does 
not have comrnitments to vintage years 1988 and 1989. 
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AksiaM 

Perforn1ance - Portfolio PME1 

SFERS Portfolio vs 75% Russell 3000 + 25~10 MSCI ACWI EX-US(+ 300 bps) 

As of December 31, 2019 

•SFERS PE Portfolio 75% Russel l 3000 + 25% MSCI ACWI EX-US + 300 bps 
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Portfolio Value Bridge 
December 31, 2018 through December 31', 2019 
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AksiaM 

Annual Cash Flows 
As of December 31 , 2019 

• Contributions continued to exceed distributions over 201 ·9; however, the trend over the previous 5 years of steadily 

lm-ver net cash flows was reversed due to the secondary sale that occurre~ in December. 

• The Buyout strategy distributed the greatest amount at $390.0 M (42 .O~'b of total distributions). On a relative basis, 
compared to 2018 fair value, the Other Opportunistic strategy distributed the largest amount of capital at $39.5 M 
(92 .0% of fair value). 

• Special Situations contributed the largest amount of capital relative to 2018 unfunded amounts at 56.7% ($50.5 M). On 
an absolute basis, the Buyout strategy contributed the most capital at $436.7 M (39.6% of total contributions). 
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Aksiaii 

Annual Appreciation & Depreciation 
As of December 31, 2019 

• Over 2019, a total of '18 7 funds appreciated and 104 funds depreciated for a total net apprec iation of $969.0 M. 

• Venture Capital strategy funds drove the appreciation for the year accounting for 40.1 % of net appreciation; Buyout and 
Growth Capital followed at 30.9% and 22.4%, respectively. · 

·• Appreciation for 2019 was concentrated in funds with vintage years between 2014 and 2017 which account for 78.0% 
of net annual appreciation. 
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Exposure* - Fund Level 
,l\s of December 31, 2019 
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Aksiaii 

Performance - Strategy Net IRR 
As of December 3 ·1, 2019 

Net IRR Multiples WAA 

1 3 5 10 20 
YEAR YEAR YEAR YEAR YEAR ITD DPI TVPI WAA (YR) 

Buyout 18.2% 16.7% 14.5% 14.1 % 14.1 % 15.4% . 1.19x 1.68x 10.4 

Cambridge Associates.
1 

.... ~ ?: .O!.~ .......... 1 .. ~1-: .?. !:~! .... ......... ~}: .?. _<_~? ........... 1 .7: _2 _~1o ............ ~ --~ . :?.~!.~ ......... _ JL?.~!o ... 1.17x l.63x 
. . . . . . . . . ' ....... ' . . . . . . . . . . . . . . . . . . . ...................... .... . 

1.1% 7.0% (0.1 %) 2. 2 '3-~, 2.7% 0.02x 0.05x 

14.3% 15.6% 14.7% 21.8% 0.80x 1.68x 10.0 Venture Capital 

Cambridge Associates 1 

20.9% 
18.4% 

17.1% 
16.9% 13.2% 15.2% 7.1% 23.J<% 1.07x 1.83x .. ... . . . .. ......... .... ········ ... · ··· · -· ·· ······ ······ ··· ········ -· · ... ················· ·· ·---- -······ .. . ················ ·-·· .... .. ... .. ..... .. . ........ ........ .......................... .. . 

2.5% 0.3% 7.7% 0.4% 7.6% fl.6%) (0.26x) (0.74x) 

Growth Capital 17.4% 20.3% 17.9% 16.2% 1 l.4% 12.4% 0.64x 1.53x T.1 
Cambridge Associates 1 18.2~{> 17.2'j~> 

L , 
'13.9% 13.9% 11.0% '12.6% 0.86x 1.63x 
..................... . ·· ···············-·· ... . ... ........ .... . ....... . .. . ············· ....................... .......... .... .. .. .... . 

(0.8'1:1) 3. 1 % 4% 2.2% 0.4% (0.2%) (0.22x) (0.09x) 

Special Situations 27.2% 20.1% 14.4% 12.0% 11.1% 12.8% 1.13x 1.59x 10.6 

Other Opportunistic 8.3% . 16.9% 9.8% ' 11.7% 15.9% 18.1% 1.55x 1.58x 14.5 

Co-Investment 33.3% 23.1% 21.8% 0.38x 1.2Sx 1.2 
Total 19.4% 17.9% 15.1% 14.7% 16.1% 0.97x 1.64x 9.7 

1 Cambridge Associates pooled IRRs as of December 31, 2019. Cambridge Associates strategy benchmarks are comprised of similar regions an·d 
vintage years for each respective strategy in the SFERS portfolio. No comparable benchmark data is /available for the co-investment, Special 
Situations, or Other Opportunistic strategies. · 12 



Aksia.M 

Performance - Strategy 
Cambridge Associates Index 1 

As a% of Contributed Capital I December 311 2019 

Below Median Above Median 

• SFERS Strategy Net IRR • Cambridge Pooled IRR 

100% 

I 

1 18.1% 
80% 

60% .I 

13.9% 

1&.1% 
~ .. -:·£-:.~~~/ 15.4% 

40% 

20% 

0% 

(# Funds) 

12.6°/o. + 
.._, i • •• ~· • . ::1. .... :-.· ;.,;.;,:..~ 

lJ.8% 

J 
I . 

J.--·--·--------- ---T ·-·---- ---·-·-----r----- -------r·-------- ---,----·-----,----··----·----T-····.·-----J 
Total Portfolio Buyout (156) 

(386) 
Venture 

Capital (142) 
Growth 

Capital (54) 
Special Other Co-Investment 

Situations (19) Opportunistic (5) 
(10) 

15% 

10% 

5% 

0% 

1 Cambridge Associates pooled IRRs as of December 3 1, 2019 . Cambridge Associates pooled IRR comprised of similar regions and vintage years for the portfolio 
and each respective strategy in the SFERS portfolio. Above and below median data excludes funds that could not be benchmarked due to age (younger than two 
years) or lack of available Cambridge Associates data . Benchmark data for Special Situations, Other Opportunistic, and Co-Investment strategies is not available. 
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Performance - Vintage Year 1 

As of December 31, 2019 
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1 Performance of investments held less than two years is generally not meaningfu l and therefore the IRRs have been excluded . 
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Exposure* - Fund Level 
As of December 31, 2019 
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AksiaM 

Co-Investment Performance 
As of December 31 1 2019 

13 

· .. _To~I · - ·· 

Invested 
~ - _----- ~ .:...~- -

. $199.3 M 

. . ~~=~ w~(~~ ·'-- -

- . Total . 

_-.;,_ .. -tl't.. .. :: :.._;.~- -111a·--· 
Distributed - .- . - ,- ..... - .. ~ 

$168.3 M .$102.1 M 17.8% 1.36x 0.51x 

• Of the 13 co-investments, 10 are valued above cost, one is valued at cost, and two are valued 

below cost. 

• Tvvo of the co-investments have been fully realized with an aggregate DPI ·of 1.47x. 

• YTD, one direct co-investment has been made in the amount of $25 M. In 2019, three direct co­

investments were made amounting to aggregate commitments of $75 M. 
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Transparency Report (AB 2833) 1 

2019 Annual Since Inception 

Portfolio 
Realized Company Other 

Net MF Carry Fees Exp. 

$ Millions2 74.3 40.3 3.2 21.5 5,673.1 12,277.9 22.0% 19.4% 16. 1% 

(1o of Commitments4 0.8% 0.5% 0. 06 °/tJ 0.3 % 

• In 2019, a total of $74.3 Min net management fees were paid across $9.1 B in active commitments4; since inception, 

the portfolio has resulted in $5.7 B of ga ins. Net management fees for the year were 0.8% of commitments. 

1 in aggregate, 86 .2 % of funds reported net management fee data, 70.0% of funds reported realized carry data, 51.7% of funds reported portfolio company fee data, and 
72.8°1~ reported other expense data. Analy'sis includes all active funds at year end and .funds sold in secondary sales. 
2 Foreign currency values converted at the 12/31 /2019 spot rate. 
3 Total gains:::: fair market values+ distributions - contributions. Gains reported are net of fees. 
4 Commitment denominator includes commitments related to funds that provided data for each respective category. 
5 Gross IRR is ca lculated by reversing the impad of reported realized and unrealized carry amounts, organization expenses, and net management fees. 

17 



Aksiaii 

Covid-19 ln1pact on Performance (Preliminary) 1 

SFERS- PE 

500 

400 

300 

200 

V') 100 
c: 
0 0 

E -100 
c ·- -200 

-300 

-400 

-500 

-600 

ITD IRR at ITD IRR at 
12/31/2019 3/31/20201 

16.1% 15.7% 

• The Spec ial Situations, Buyout and Growth 
strategies have experienced depreciations during 
Ql 2020 of 11.0%, 10.3% and 9.8%, respectively. 

339.1 

(422.8) 

4Q 2017 1Q 2018 2Q 2018 3Q 2018 4Q 2018 1Q 2019 2Q 2019 3Q 2019 4Q 2019 lQ 2020 

Appreciation Depreciation -e-Net 

1As of June 24, 2020, 85 .2% of data has been received. 
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AksiaM 

Performance - Strategy Net IRR (Preliminary)1 

As of ,\~arch 31, 2020 

Net IRR Multiples 

1 3 5 10 20 
QTR YEAR YEAR YEAR YEAR YEAR ITD DPI TVPI 

Buyout (10.2%) 1.7% 11.3% 12 .1% 12.6% 13.7% 15 .1% 1.23x 1.63x 

Venture Capital (3.3%) 11.0% 14.2% 12.2% 14.8% 14.2% 21.6% 0.82x 1.64x 

Growth Capital (10.0%) (1.3%) 13. 9°10 13.7% 13.5% 10.2% 11.2% 0.64x 1.43x 

Special Situations (10.5%) 3.2% 13.1% 11.1% 9.6% 10.6% 12.6% 1.17x 1.SSx 

Other Opportunistic (0.6%) 1.9% 18.1% 10.2% 12.0%, 15.9% 18.1% 1.56x 1.58x 

Co-Investment (5. 9%) 18.4% 14.8% 0.32x 1.16x 

Total (7.3%) 4.7% 13.2% 12.4% 13.3% 13.2% 15.7% 0.99x 1.58x 

1As of June 24, 2020, 85.2% of data has been received . 
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Buyouts 
• lQ crn111111t111t·11ts: $41.9 bi llion across buyout and 

mezzanine firms, a 2.6% decrease from 1Ql9 ($43.0 
bi Ilion), and a 37.6% decrease from 4Q19 ($67.1 
bil!ionl. 1 

11 As of March 2020,. funds targeting over $5.0 billion had 
received 33.0% of capital, followed by funds targeti·ng 
$1.0 to $5.0 billion with 30.7%. 1 

• The total funds raised LTM 1Q20 ($251.4 billion) 
outpaced LTM 1Q19 ($169.4 billion), representing an 
increase of 48.4%. 1 

• Brookfield Infrastructure Fund IV is the largest fund raised 
so far in 2020 and is also the only fund raised this year at 
or ov $15.0 bil lion with $20.0 billion raised. 1 

• Considering only industry-focused final closings, the 
technology sector raised $63.7 billion through 1 Q20, 
followed by diversified , with $46.6 billion raised. The 
next three are pro1 rty, energ , a.nd oil & gas, 
respectively with $25.9 bil lion, $20.9 billion, and $1 5.6 
billion raised.1 

Figure 1: Buyout + 1V\ezzanine Fundraising I $ Billion 
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FUNDRAISING ACTIVITY I NORTH AMERICA 

Venture Capital 
IQ commitments: $26.4 billion, a 13.3% increase from 
4Q19 ($23.3 billion) and a decrease of 1.9% from the 
year prior ($26.9 billion) .2 

11 The number of fund-closings totaled 1,271 during 1 Q20, 
representing a 9.1% decrease from 4Q19 when 1,399 
funds closed fundraisings. 2 

• Nine first-time funds have raised $1.1 billion in 1Q20.3 

• 1 Q20 median fund size increased by 42.9% over 2019 
(from $70.0 million to $100.0 million). This represents 
the second highest level since 2007, when median fund 
size was $133.0 million .3 

Aksiaii 
Special Situations 

Uistrt·ssc<l I I un1<1rrnmd Debt: $7.9 billion of fl! drc i ing 
was disclosed during the quarter, an 8.2% decrease fron~ 
4Q19 ($8.6 billion) and a 37 1.9°,t;i increase from 1Q19 
($1.7 billion). 4 

• Me1Lr111111(>: : $0.7 billion of fundraising was disclosed 
during the quarter, a 69.7% decrease from 4Q19 ($2.1 
billion) and a 64.0% decrease from 1Q19 ($1.9 billi"on) .4 

• Fund-of.~Fu11ds I ~econclciry F;mds: $10.8 billion of 
fundraising was disclosed, a 182 .5% increase from 4Q19 
($3.8 billion) and a 262.5°/o increase from 1Q19 ($3.0 
billion ). 4 

Note : Data abo,·e may not clirectiy correlate 10 dat.a in Figure 3 due 'o a 
tr.imaC11011 fJeing 111 luded in all categories that apply 

Buyout 
Platinum Equity Capital Partners Fund V 
Trident VIII 

$10.0 billion 
$7.0 bi lli on 
$3.8 bil l ion 
$3.6 billion 
Undisclosed 
$0.4 bi ll icm 
$2.6 bi ll ion 

Venture Capital 

Mezzanine 
Di stressedrr u rnarou nd 
Fund of Funds 

Source: Preqin Ltd. , as of Marc/1 2020 

Tiger Global Private Investment Partners XII 
New Enterprise Associates 17 
Balance Point Capital Partners IV 
AIC Credit Opportunities Partners Fund II 
HarbourVest Partners XI 

Figure 2: Venture Capital Fundraising I $Billion Figure 3: Special Situations Fundraising I $Billion 
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Buyouts 
• Disclosed dea l va lue tota led roughly $49.9 bi llion in 

1Q20, up 12.0% compared to 4Q19 .. when disclosed 
deal value totaled $44.5 billion. 1 

• The largest U .S.-sponsored dea,1 to close in 1 Q20 was the 
$18 .9 billion acquisition of Thyssenkrupp Elevato r AG, 
executed bv Advent International, Cinven, Abu Dhabi 
Investment Authority . and RAG Stiftung. 1 

• The most adive dee !maker of 1 Q 20 was KKR, with 
eleven deals closed during the quarter, followed by 
Genstar Capital Partners (ten deals closed), Audax and 
Incline Equity Partners (eight deals closed each), and 
Carlyle Group and TPG (seven deals closed each) .1 

• The consumer & retail sector led 1 Q20 with 9 deals 
closed during the quarter. Information technology 
followed with 8 deals, while consumer discretionary 
rounded out the top three, also with 8 deals closed .1 

• LBO purchase price multiples were 11 .2x EBITDA by the 
end of 1 Q20, a 2 .7% decrease when compared to 11.Sx 
EBITDAatthe end >f 2019. 5 

Figure 5: LBO Purchase Price Multiples 
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INVESTMENT ACTIVITY I NORTH AMERICA 

Venture Capital 

• Venture capitalists in~ested $34.2 billion in 2,2 98 deals 
in 1 Q20, up 10.0% in value compared to 4Q19, when 
$31 .1 billion went into 2,800 deals.3 

" The software industry led all sectors during the quarter, 
garnering $9.9 billion through 739 deals. Software deals 
were followed by pharma & biotech with $5.7 billion of 
capital invested through 218 deals.3 

Figure 4: U .S. 1 Q20 Venture Investment by Stage 
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Source. "Money Tree Report, " PwC!CB Insights, as oi March 2020 

Figure 6: U .S. LBO & VC Investment Activity I $ Billion 

$350 

- LBO Deal Value (Disclosed) Venture 

$300 

$2 50 

$200 

$150 

$1 00 

$50 

II $0 

Source: Preqin Pitchbook & National Ven ture Capita l As.socia tion, as 01 lv/,11d1 2020 

Aksiaii 
Special Situations 

• DistresSl·'d lurnaruund I )<:'ht: There were 33 
distressed/turnaround investments during 1 Q20 for a 
disclosed deal value of $2.8 billion, representing a 
decrease of 23 .3 % in deal count and a decrease of 
24 .8% in value compared to 4Q19 (43 deals for $3.8 
billion).4 

• Me:~z,111int:: Tl1ere 1;vere 35 mezza nine investments 
during 1Q20 for a disc losed deal value of $0 .9 billion , 
representing a decrease of .38 .6% in dea l count and an 
increase of 29.0% in value com pared to 4Q19 (57 deal s 
for $0.7 billion ).4 

• Fund-or-Fund:, I St•condarv Funds: There were 24 fund­
of-funds and secondary fund investments during 1 Q20 
for a disclosed deal value of $0.1 billion, representing a 
decrease of 38.5% in deal count and a decrease of 
69.8% in value co mpared to 4Ql 9 (3 9 deals for $0. 5 
billion).4 

Note : Data above m ay not direct!>' correlat e to cin ld in r,«~ure 7 
due to a transaction b eing included in ,;ff categories // 1<1 ! apply. 

Figure 7: Specia l Situations Activity I $ Bill ion 
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Exits 
• There were two buyout-backed IPOs valued at $3.0 

billion in the U .S during 1Q20; 1 

• There were 203 buyout-backed M&A exits in 1 Q20 with 
a total valuation of approximately $42.0 billion. Of the 
42 dea ls with di lo ed value, the exit of Univision bv a 
consortium inc luding Madison Dearborn Partners ~as 
the largest at $9. 7 billion .1 

• Consumer & retail accounted for 21.4% of buyout­
backed M&A exits during 1 Q20. Information technology 
& business services were the second and third largest by 
deal count with eight deals. Materials and industrials 
came in fourth nd fifth w ith four deals.1 

Sponsors 

PE-backed I PO Carlyle Croup, Hellman 8: Friedman 

VC-backed I PO (Multiple Sponsors) 

PE-backed M&A (Multiple Sponsors) 

VC-backed M&A (Multiple Sponsors) 

Source: Preqin Ltd., as of March 2020 

Figure 8: Number of U.S.-based IPOs 
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INVESTMENT ACTIVITY + EXITS NORTH AMERICA AksiaM 

• There was a decrease of 76 .7% in deal count and a 
decrease of 71.8% in deal value during 1 Q20 compared 
to 4Q19. 1 

U.S. venture-backed M&A exits totaled 173 in 1 Q20 
with disclosed value of $19.3 billion . This represents a 
20.2% decrease in value and 14.9% decrease in deal 
count when compared with 4Q19 (215 deals, $24.2 
billion). 3 

• There were 10 U.S. venture-backed IPOs during Ql 
2020 valued at $5.6 billion. This compares to 82 IPOs 
valued at $197.2 billion in all of 2019 .3 

Company 
Pharmaceutical Product 

Development (Nasdaq:PPD) 

One Medical 

(Nasdaq: ONEM) 

Univision 

Credit Karma 

Value 

$1.6 bil l ion 

$0.2 bil l ion 

$9.7 b.i llion 

$7.1 billion 

Figure 9: Number of U .S.-based M&A 
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Dry Powder 
·" SoftBank lnvestmer:it Advisors currentl y has the largest 

amount of dry powder at $3 9.6 billion, followed by the 
Carlyle Group with $36.9 billion and KKR with $25 .8 
billion. 1 

• 17 of the top 25 fund managers by dry powd r are based 
inthe U .S. 1 

Figure 10: Global Dry Powder by Strategy I s Billion 
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Secondary Buyouts 
• 38 secondary buyout transactions were completed during 

1 Q20 for an aggregate dea l value of $4.1 billion. 4 

Figure 11: Secondaries 
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Fundraising 

• l Q20 rnrrn111ttnt>nts: $26.7 billion, representi ng a 0.6% 
decrease from 4Q19 ($26.9 billion) and a 41.0% 
decrease from IQ19 ($45.3 billion). 4 

• The .K. accounted for 69 .0% of funds raised in Europe 
du ring 1 Q20, follo~ved by Luxemburg (12.8%), and 
France (8.8%\, 4 

Th small dec rease in funds rais.ed during the quarter 
stems from a decrease in fu ndraising in Germany, $0.2 
billion compared to $3.2 billion in 4Q19, while 
Luxemburg increased fundraising to $3.4 billion 
compared to $1.5 billion. 4 

• Additionally, Czech Republic, Estonia, and Sweden saw 
no f~indraising activ ity, despite raising $0.1 billion, $33.0 
million, and $0.7 billion respectivel y, in the quarter 
prior. This \.vas offset by Norway, which increased 
funding to $0.9 billion from $0.5 million. 4 

• The largest fund to achieve a final closing during the 
quarter was Blacks tone Real Estate Partners Europe VI 
($10.6 bi llio 11 ), a ux mburg-based RE fund, followed by 
iCON ln r astructure Partners V ($2.1 billion). 1 

Figure 13: Europe Fundraising Activity ! $Billion 
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EUROPE 

Investing 
• Disclosed deal value totaled $45.2 billion across 580 

deals in 1 Q20, up 12 .8% in deal value ($40.1 billion) 
and down 27.7% in deal count (802) from 4Q19. 4 

• Germany accounted for 42.1 % of deal value in ELirope 
during 1 Q20, followed by the UX and Switzerland with 
41.3% and 11.1 %, respectively. 4 

The largest PE deal disclosed in Europe was 
Thyssenkrupp AG-Elevator Technology Business, which 
builds and maintains elevators in the U.S. It was acquired 
by a consortium of Advent, Cinven and Germany's RAG 
foundation ($18.9 billion). 4 

'" Another notable transaction involved Cobham Ltd, a 
U.K. based, global defense and aerospace company, 
acquired by Advent International ($5.3 billion). 4 

•. The semiconductor/electricity industry garnered $18.9 
billion of new investment in 1Q20, followed by the 
computer software industry with $9.2 bil lion. 4 

Figure 14: Europe Investment Activity I $ Billion 
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AksiaM· 
Exits 

" There were zero PE-backed I POs in 1 Q20 con1pared vvith 
five during 4919 and zero during 1Q19. ~ 

• European IPO markets nearly ceased activity altogether 
due to COVID-19 and the joint oil price collapse, which 
combined to introduce unprecedented volatility 
compared to any prior years. There were a total of 
twenty-three IPOs between Europe. the Middle East and 
Africa combined in 1 Q20 with $.9bn of activity i11 
Europe.8 

Figure 12: Europe I PE-Back d IPOs as '}\, of Total IPOs 
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Figure 15: PE-Backed Europe IPO Exits I $ Bi:l i m 
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Fundraising 
11 lQ,20 CllJS!n~ co11in1it11~e11ts: $16.7 billion. A 52.8% 

decrease from 4Q19 ($3 5.4 billion) and a 40.1 % 
decrease from 1Q19 ($27.9 bill ion). 1 

• China accounted for 21.5% of funds raised in Asia during 
1 Q20, followed by Japan (18.6%) and India (11.6%). 1 

• The decrease in funds' final closings this quarter was 
largely due to China, which closed on $3.6 bi llion of 
commitments in 1 Q20 compared to the .$17.5 bil l ion 
from 4Q19. 1 

• The largest PE fund to reach a final closing was Carlyle 
Japan Partners IV, L.P. ($2 .4 billion), a Hong Kong based 
growth fund, followed by Gaw Education Fund ($1.5 
billion), and ADIA - Shapoorji Pallonji Separate Account 
($1.2 billion).1 

• In 1 Q20, Growth 1,vas the most popular strategy, by 
amount losed, in A ia ac ounting for 30.1 % of the total , 
fo llowed by Venture \26 .2%) and Buyout 1:17.9%).1 

Figure 17: Asian Fundraising Activity I $Bil lion 
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ASIA 

Investing 
• Disclosed and completed deal value of Asia funds totaled 

$2.5 billion across 61 deals in 1Q20, down 42.8°;0 in 
deal value and up 29.8% in deal count compared to 
4Q19. 1 

• Japan accounted for 71.0% o( the total investments in 
Asia during 1 Q20, followed by India and China with 
10.6% and 5.9%, respectively. 1 

· 

One of the largest disclosed PE deals in Asia was the 
$0.8 billi'on investment in Showa Aircraft Industry, an 
aerospace manufacturer based out of Japan, by Bain 
Capital to take the company private. Another major de I 
was Mitsui ' s sale of SOGO Medical Holdings for $0.6 
billion to PSM Holdings lnc. 1 

• The aerospace industry generated $0.8 billion of 
disclosed deal value in 1Q20, fol lowed by medical 
devices at $0.6 billion. 1 

Figure 18: Asian Investment Activity I $Billion 
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AksiaM 
Exits 

• In Asia, there were two PE-backed IPOs reported in 
1 Q20 valued at $1.5 billion, up h5 .5% in value and no 
change in count-from 4Q19. 1 

• There were 9 disclosed Asian PE M&A (ex-IPOl exits it1 

1Q20 valued at $0.8 billion, down 79.8% in va lue and 
down 25 .0% in count from 4Q19. Japan had the largest 
number of exits in the market with 40.0~'o of the total 25 
exits. 1 

Figure 16: Asian !PO Exits I $Billion 
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Figure 19: Asian M&A Exits I $ Billion 
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Fundraisi ng 

• Through 2019. investors approached the Latin American 
region (excluding Brazil) with caution, ranking it sixth 
out of ten on EMPEA's list of the most attractive emerging 
rr1arkets for GP in\'estments in 2019; Brazil ranked fourth. 
Accordi ng to the repurt. the highest weighted factor 
likely affecting investments in Latin America vvithin the 

-next tvvo years is currency risk, at a 52.0% deterrent.9 

• Eight funds with a focus on Latin America held final 
closes in 1 Q20 for a total of $1 .2 bi llion in committed 
capital. Of the eight funds, two are located in Central 
America, representing 40.3% of the total commitments 
($0.5 billion).1 

• The larg st fu nd, idei omiso Promecap Capital de 
D s11 rro l lo ($0.J billi m ), wi l l focus on investing in 
Mexi co. Proeza Ventures I ($50.0 million), will . be 
focused on investing in the Americas (North and South) 
and was also included in the totals. 1 

Figure 20: Fundraising Activity I $ Million 
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Investing 

• 53 VC deals were closed in 1 Q20, a 12.8% increase 
compared to the 47 deals in 1Q19. 18 buyout deals 
closed in 1 Q20 represented a 28.0% decrease compared 
to 1Q19's 25 deals.1 

• The largest disclosed deal in 1Q20 was CVC Capital 
Partners Fund Vll's $0.2 billion buyout deal, Hermes 
Transportes Blindados S.A., a provider of detective and 
armored car services in South America. The largest 
disclosed VC deal in Q1 2020 was a $0.2 billion 
investment in Loft Brasil Tecnologia Ltda., a portal, 
content provider, and information services provider in 
Brazi I. A number of VC funds participated. 1 

• During the. quarter, the disclosed deal value for Latin 
American-based funds with domestic and international 
investment strategies totaled $0.8 mil l ion from one dea l 
based in Chile. 4 

Figure 21: Investment Activity I # of Dea ls 
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AksiaM 
Exits 

• There were seven buyout exits and ()I l e VC exit disclosed 
in 1Q20, resulting in a 46. 7% decrea se or s ven fewer 
exi ts compared to the fifteen tot a I exits during 1Q19. 1 

• One of the most notable exits in 2020 was the Februarv 
I PO o( Sumeru sponsored Locaweb Servic;os de lntern ~t 
S.A. (BVMF:LWSA3), a Brazil-based web hosting 
company that specializes in B2B services. The company's 
debut on the Sao Paulo stock exchange raised $0.2 
bi 11 ion at R$17 .3 per share.10 

The South American IPOs were concentrated in Brazi I, 
with four IPOs occurring in 1 Q20 for total proceeds of 
$0.8 billion, representing a 100% increase from the zero 
IPOs in 1Q19. All four IPOs took place on the B3 stock 
exchange, Braz il's largest exchange located in Sao 
Paulo.11 

Figure 22: Exits Activity I % of Exit Type 
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With 100% of South America's population projected to have access to the internet by the end of 2020 and investments in Latin American startup companies quadrupling since 2016, significant 
growth in the fintech industry is expected in the coming years. As one of Latin America's fastest growing industries, fintech has gone from less than $50.0 million to $2.1 billion across 139 deals in 
six years.72 In 2019, Brazil set a new annual record high of $0.9 billion in fintech_ funding and participated in two large VC deals in 1Q19, VTEX for $140.0 million and Neon for $94.0 million . 
Latin America 's largest fintech deal of 2019 was Advent lnternational 's buyout of Prisma Medios de Pago, an Argentina-based financial transaction processing company, for $0.7 billion. 13 During 
1Q20, SoftBank announced an additional $1 .0 billion in commitments will be added to its $5.0 billion Latin American Innovation Fund focused on fintech, healthcare, and digital commerce with 
investments primarily in Argentina, Chile, Columbia, and Mexico. 14 Looking forward, Latin American fintech has strong projected growth due to the increased digitization of services spurred by the 
coronavirus shelter in place mandates. Along with cyber security and anti.:.money laundering sectors, particularly strong focus is anticipated in the payments and lending spaces in 2020 in Latin 
American fintech industries. With 78 unique investors and 128 fintech startups raising funds in 2019, we can expect a surge of investments as private equity and VC investments continue to grow 
in Central and South America. 12 
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PERFORMANCE* 
*Performance data may li~g current quarter clue to the complex process of data rol l<'c-tion 

Venture Ca pi ta! 12.9% 15.1% 11.4% 7.2% 
Growth Equity 13 .6% 13 .9% 13.2% 11.5% 
Buyout 13.3% 14.1% 12.8% 11.8% 
Subordinated Capita l 10.2% 11.3% 10.4% 8.3% 
Control-Oriented Di stressed 8.2% 10.8% 9.9% 10.5% 
Private Equity Energy 0.2% 3.8% 6.3% 7.3% 
Total 11.8% 13.3% 12.1% 10.4% 

Source. Cambridge Assoc!ate> fvia Thomson Reuters! Pooled !RR Ali Private Eqwt'y' Funds excluding Real Esli1te. fuJ)(l-ol-Funcls, lnfrc1strur ture. dnc! Secondaries, as of 
December 20 I 9 

Figure 23: Buyout Returns 
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Figure 24: Venture Capital Returns 
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Buyout Figure 26: PREQIN INDEX vs S&P 500 INDEX 
All Private Equity 
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Figure 25: Market Returns 
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Sector Overview 

• The healthcare sector of the S&P 500 \Vas down 2.8% 
YoY and 13.1 % during 1 Q20; however, it outperformed 
the broader S&P 500 by 693 basis points during 1 Q20. 5 

This is largely due to increases in volatility and 
uncertainty on the economic outcome following the 
COVID-19 outbreak. Equity market volatility has spiked 
to levels not experienced since the global financial crisis, 
particularly in March 2020. Sectors such as IT, consumer 
staples, and healthcare have been the least affected as 
they are least exposed to a near-term contraction in 
consumer spending due to COVID-19. 15 

111 The healthcare sector accounted for 30 out of 235 IPOs 
during 1 Q20, \/Vhich ranked third across all sectors 
globally. Healthcare IPO proceeds for the quarter were 
$5.6 billion or 19.6Sa of tota l proceeds.a 

• Global IPO activitv in the fi rst two months of 2020 was 
29% higher by deal numbers and . 242% higher by 
proceeds compared with the same time period in 2019, 
largely driven by -Asia-Pac ific and U.S. exchanges. 
Following this period, there was a sudden drop in equity 
indices across multiple markets along with news of the 
outbreak. 1 1 

• 399 healthcare M&A deals closed globally, during the 
quarter, totaling $8.4 bil lion. Whi le dollars invested 
increased, the number of deals 9ecreased from 441 in 
4Q1 . 16 

Sector Outlook 

• Pri or to O Vll -1 J, globa l healthcare spending relative 
to CDP was expected to remain around 10.2% through 
2023 . Thi s is largely due to economic improvements and 
the hea lth systems' efforts to contain costs. However, 
w ith rapid population growth (8.5 billion by 2030), 
combined w ith increased efforts to expand public health 
systems, health spending is expected to rise at a CACR of 
5% in the next few years, up from 2.7% in 2014-18.17 

• Although healthcare reform has become a focus i.n the 
202 0 election, the risk of major legislative changes is 
thought to be relatively low .1 a 

SECTOR IN FOCUS HEALTHCARE 

• Of the 399 M&A deals made in 1Q20, 219 deals closed 
in North America ($6.2 bill ion), 100 deals in Asia !$1 .3 
billion), and 80 deals in Europe ($0 .9 billion).16 

Figure 27: Sector Performance I TIM Quarterly Returns 
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Figure 28: 1 Q20 Global IPO Activity 
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• The disruptors that may impact investment activity in the 
healthcare sector include the 2020 election, shift to va lue 
in healthcare, paying for innovation in life sciences, new 
market entrants, and social determinants of health, which 
can all yiel? both opportunity and risk .19 

"' The healthcare sector has experienced a mixed impact 
from COVID-19. Despite disruptions by the pandemic, 
earnings during curre-11 t recession are likely secure and 
valuations are relatively attractive which supports an out 
performa nce for this sector. 18 

AksiaM. 
Market Analysis 
• Pharma and Biotechnology 

• 2019 was a growth year for oncology, immunology and 
rare disease deals, which sa\v several deals that closed 
above $1.0 bill ion. The acquisition of Celg n by BMS 
was the largest deal, closing at $74 .0 billion.19 

0 Innovation in ph rn c is at n ~i ll-t i me high, as focus has 
shifted to personalized/precision medicine and nucleic­
acid-based technologies for cancer and rare diseases. 
Approximately 75% of the oncology pipeli ne roday 
qualifies as precision medicine. In 2019, there were 58 
deals in cell/gene therapy, with 17 full acquisitions. 
However, legislation to control drug prices could 
potentia lly advance, w hich may have a negative impact 
on investment in the future. 10 

• Globally, $4.5 billion was invested into the 
biotechnology industry in 1Q20, a 27~6 increase from 
4Q19, and deals increased quarter over quarter from 112 
deals in the prior quarter to 124 deals in 1 Q20.1 6, 1si 

• In the U .S. 1 the biotechnology subsector led the 
healthcare sector, raising $2.7 billion, a 13% increase 
from 4Q191 in wh ich $2.4 billion was raised. Of the 67 
deals closed, 9 were mega-round deals which 
represented $1.5 billi on invested. The largest deal was 
CSK's acquisition of Lyell lmmunopharma, a transaction 
closirig at $0.4 bi llion. 16 

Figure 29: U.S. Healthcare Mega Rounds 
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DISCLAIMER AksiaM. 

PRIVATE AND CONFIDENTIAL: These materials are for informational purposes only and strictly confidential. These materials are intended only for the use 
of the individual or entity to which Aksia LLC and/or its affiliates, as applicable (collectively, "Aksia") has sent these materials ("Intended Re~ipient") and 
may not be reproduced or distributed, posted electronically or incorporated into other documents in whole or in part except for the personal reference of the 
Intended Recipient. If you are not the Intended Recipient, you are hereby requested to notify Aksia and either destroy or return these documents to 
Aksia. The Intended Recipient shall not use Aksia's name or logo or exp I icitly reference Aksia's research and/or advisory services in any of the Intended 
Recipient's materials. 

NO OFFERING: These materials do not in any way constitute an offer or a solicitation of an offer to buy or sell funds, private investments or other securities 
mentioned herein. These materials are provided only in contemplation of Aksia's research and/or advisory services. These materials shall not constitute 
advice or an obligation to provide such services. 

NOT TAX, LEGAL OR REGULATORY ADVICE: The Intended Recipient is responsible for performing its own reviews of any private investment fund it may 
invest in including, but not limited to, a thorough review and understanding of each fund's offering materials. The Intended Recipient is advised to consult its 
tax, legal and compliance professionals to assist in such reviews. Aksia does not provide advice concerning the tax treatments of a private investment fund's 
holdings of assets or an investor's allocations to such private investment fund. Tax treatment depends on the individual circumstances of each client and may 
be subject to change in the future. 

PRIVATE INVESTMENT FUND DISCLOSURE: Investments in private investment funds involve a high degree of risk and investors could lose all or 
substantially all of their investment. Any person or institution investing in private investment funds must fully understand and be willing to assume the risks 
involved. Some private investment funds may not be suitable for all investors. Private investment funds may use leverage, hold illiquid and difficult to value 
positions, modify investment strategy and documentation without notice, incur high fees and contain conflicts of interests. Private investment funds may also 
have limited operating history, lack transparency, manage concentrated portfolios, exhibit high volatility, lack a secondary market, depend oh a concentrated 
group or individual for investment management and lack any regulatory oversight. Past performance is not indicative of future results. 

RECOMMENDATIONS: Any Aksia recommendation or opinion contained in these materials is a statement of opinion provided in good faith by Aksia and 
based upon information which Aksia reasonably believes to be true. Recommendations or opinions expressed in these materials reflect Aksia's judgment as 
of the date shown and are subject to change without notice. Actual results may differ materially from any forecasts discussed in the materials. Except as 
otherwise agreed between Aksia and the Intended Recipient, Aksia is under no future obligation to review, revise or update its recommendations or opinions. 

RELIANCE ON TOOLS AND THIRD-PARTY DATA: These materials reflect and rely upon information provided by fund managers and other third parties 
which Aksia reasonably believes to be accurate and reliable. Such information may be used by Aksia without independent verification of accuracy or 
completeness, and Aksia makes no representations as to its accuracy and completeness. Any use of the tools included herein for analyzing funds is at your 
sole risk. In addition, there is no assurance that any fund identified or analyzed using these tools will perform in a manner consistent with its h.istorical 
characteristics, or that forecasts, expected volatility or market impact projections will be accurate. Furthermore, any reference to EBITDA (or ratios using 
EBITDA as a component) included in the report, reflect Adjusted EBITDA provided by the fund manager as defined in the loan agreements. Adjusted EBITDA 
may be higher than EBITDA figu res calculated based on GAAP or IFRS compliant financial statements, which may result in relatively lower debt/EBITDA and 
higher interest coverage ratios. 
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