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What do we mean by private assets?

Private Equity Venture Capital Infrastructure

Private Debt Real Estate

Schroders, October 2024.
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What do we mean by private assets?

What is it? Why can it outperform? Investment examples Expected returns

- Purchase of private companies which are Control . o '
Private Equity not listed on the public stock market (FTSE -  Opportunity set: most companies are private ~  Private Equity firm CVC have just - 17.5-30%
100, S&P 500 etc) purchased Hargreaves Lansdowne. ’

- Time & alighment

- Investment in early stage companies with high = Companies at the very start of their growth -  Investment in new technologies
. growth potential. journey - Many leading businesses today had -
Venture Capital - Higher risk/ higher reward asset class venture funding (Deliveroo, Meta, ’
Alphabet etc)
- The tangible assets which drive the modern !—|uge prlvat? ||j1vfestment needed to mcdrease o ) .
S economy: wind farms, airports, data centres, |nvestmer.1t in infrastructure assets, an - Investing in a UK wm.d farm with - 9.25%
nrrastructure ports, utilities decarbonise those we have government backed income
- Often government backed income
- Lending money to businesses or against assets =  Banks are making fewer loans - Lending money against a real estate
. (such as infrastructure, or equipment) - Private lenders have the control to set the asset: providing a mortgage for a 7 15%
- - (o]
Private Debt terms and conditions of the loans hott.el‘owner to purchase an
additional hotel
- Commercial real estate assets - Rental income is contractual - Conversion of an office building in
- Logistics, hotels, retail, office, self-storage etc. =  Real asset prices linked to inflation over to e.z m|x§d used building with - 7-25%
time residential, gym and ground floor
supermarket

Schroders, November 2024. Expected returns are for illustrative purposes, and shown as gross IRR’s.
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What are the benefits of private assets within DC defaults funds?

Higher Returns for members Diversification Member Engagement

Schroders, October 2024.
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Investing in Private Asset

Considerations for DC investors

Investment governance
- Investing into private assets is more
complex than into public markets

- Understanding the different risks
associated with private assets

- Managing a total portfolio that combines
public and private assets.

Source: Schroders Capital 2024
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Operational Fees
- The non-daily trading nature of the - Fees are higher compared to public
assets doesn’t fit with current markets
operational structure of DC - Fee structures — some private assets
- DC governed by different rules compared typically have a performance fee
to other institutional investors element



Semi-Liquid Fund Structures
Helping to break down barriers preventing private asset allocation in DC

T a (@)

Improved Access to Immediate Exposure Simplified
qul"dlty Exposure to a diversified portfolio on Operatlons
day one. o _
Semi-liquid funds provide liquidity Lower minimum investments, no
within pre-agreed thresholds. Distributions can be automatically capital calls, and transparent fees.
reinvested to compound growth. o o
Exposure can be tailored over time Subscription approach simplifies
cash management requirements.

and dealt at NAV.

Source: Schroders, 2024
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Case Study: Leading UK Master Trust Incorporating Private Assets

* Leading DC Master-trust with a fast-growing asset base
* Building out their private markets investments; facing challenges in integrating private equity into their default given cost and
structuring constraints

Our Solution:

* Bespoke co-investment only mandate to provide evergreen private equity exposure in a DC compatible flat-fee structure

* Targeting small and mid buyout and growth, for a tailored risk-return profile

* Co-investment approach help to align deployment to meet scheme needs

* S&l integrated into investment process, utilising proprietary tools to produce and report detailed GP and fund ESG assessments.

Working in Partnership:

* Providing open access to senior investors and pension experts within our business
*  Giving the client sight of upcoming pipeline and deal-by-deal reporting for education and transparency, particularly on S&I




Case Study: Building a Pooled Multi-Private Asset Solution

Process Inputs: Characteristics:

*  Global multi-private asset portfolio investing across private equity, infrastructure,
real estate and natural capital

* Evergreen, semi-liquid structure using Long-Term Asset Fund offering quarterly
subscriptions and redemptions

Establish Client Objectives: «  No performance fees / carry

Risk, Return & Sustainability

Infrastructure Real Estate
( ) Asset backed with strong, predictable ) Long term return with distribution
M cash flows yield
Geography = Global exposure with an Geography = UK

o 10,
overweight to Europe 20-40% SDGsinscope=3,7,8,10,11,13,17

SDGsinscope=7,12, 13,15
Natural Capital
Diversifying return streams
Geography = Overweight to US

SDGsinscope=13,14,15

Understand Constraints:

Costs, Exclusions, Liquidity
20-40%

Targeting
8-10% net returns

Private Equity
Return engine of the portfolio
Geography = Globally diversified

exposure including Emerging and
Frontier Markets
SDGsinscope=1,2,3,5,6,8,9,12,13

inflows and outflows
Geography = Global

Liquid Climate Impact
O Flexibility for managing




Important Information

Marketing material for professional clients only.
The information contained herein is confidential and may not be further distributed by the recipient.

This information is not an offer, solicitation or recommendation to buy or sell any financial instrument or to adopt any investment strategy. Any offering of interests in Schroders Funds will only be
made pursuant to definitive subscription documents which will be made available, subject to applicable law, to potential investors in due course. In making any investment decision, investors
should rely only on the information contained in such definitive documentation and not on the information contained herein.

Schroders Capital refers to those subsidiaries and affiliates of Schroders plc that together comprise the private markets investment division of Schroders.

Information herein is believed to be reliable but we do not warrant its completeness or accuracy. Any data has been sourced by us and is provided without any warranties of any kind. The material
is not intended to provide, and should not be relied on for accounting, legal or tax advice. Reliance should not be placed on any views or information in the material when taking individual
investment and/or strategic decisions. The views and opinions contained herein are those of Schroders Capital, and may not necessarily represent views expressed or reflected in other Schroders
communications, strategies or funds.

Some of the statements in this document may be forward-looking statements or statements of future expectations based on currently available information and on assumptions, which may or
may not be stated in this document and which may not prove accurate. Such statements and underlying assumptions are naturally subject to risks and uncertainties.

No responsibility can be accepted for any error of fact or opinion. Any references to securities, sectors, regions and/or countries are for illustrative purposes only.

The data contained in this document has been sourced by Schroders Capital and should be independently verified. Third party data is owned or licensed by the data provider and may not be
reproduced, extracted or used for any other purpose without the data provider’s consent. Neither we, nor the data provider, will have any liability in connection with the third party data.

Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back
the amounts originally invested. Exchange rate changes may cause the value of any overseas investments to rise or fall.

Schroders Capital will be a data controller in respect of your personal data. For information on how Schroders Capital might process your personal data, please view our Privacy Policy available at
http://www.schroders.com/en/privacy-policy or on request should you not have access to this webpage.

Issued in November 2024 by Schroders Investment Management Limited, 1 London Wall Place, London EC2Y 5AU. Registration No 04191730 England. Authorised and regulated by the Financial
Conduct Authority.


http://www.schroders.com/en/privacy-policy
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