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Canterbury Consulting (“CCI”) is an SEC registered Investment Adviser. Information pertaining to CCl's advisory
operations, services, and fees is set forth in CClI’s current Form ADV Part 2 (Brochure), a copy of which is available
upon request and at www.adviserinfo.sec.gov. Information provided through CCI's Quarterly Outlook related to
market or asset class performance figures is believed to be derived from reliable sources. However, CCl assumes
no responsibility for their content or the manner in which the viewer utilizes such information. The performance
information presented in certain charts or tables is for informational purpose only and represents historical
performance based on available market data results for the quarterly period shown above and does not reflect any
performance related to trading in actual accounts. Any recommendations or statement made in the Quarterly
Outlook is not to be construed as specific investment advice. The viewer should be aware of the inherent
limitations of data derived from the retroactive application of historical data developed with the benefit of
hindsight and that actual results may differ. Actual performance with client accounts would be materially less
than the stated performance results for the same period when including the deduction of advisory fees, brokerage
or other commissions, and any other expenses that a client would have paid.
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Role in the Portfolio Private Equity

Canterbury Consulting recommends a diversified portfolio of private capital strategies. Consistently
committing to private capital drives long-term asset growth, net of inflation, by taking advantage of the
illiquidity premium derived from inefficient markets and superior manager selection.

— Canterbury blends strategic and opportunistic approaches to construct private capital portfoliesthat are.diversified by

sector, geography, and vintage year.
» Strategic: Using various market inputs to form a baseline, we create a recommended portfolio allocation.

* Opportunistic: We combine top-down and bottom-up analysis to achieve excess risk-adjusted returnsthrough market intelligence and

superior manager selection.

Role Asset Categories Risks

Growth F%m\rivate E’.lity Market Decline
. . . Rising Interest Rates, Highly
Capital Preservation Fixed Income, Hedge Funds Correlated Markets
Inflation Protection Rl Rggl =S, Deflation
Commodities

— Over a fullimarket cycle, private equity is intentioned to generate above-market returns commensurate with risks
associated with the asset class (i.e., illiquidity, time horizon, etc.).

— Given the length of the time required to deploy capital and constant evolution of the opportunity set, investors in
private equity must commit consistently across cycles and avoid “market timing” in order to generate returns.
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U.S. Private Equity Valuation Overview

Median U.S. PE Buyout EV/EBITDA

Proportion of U.S. PE Deals by

Multiples

Multiple Bucket

©

14.0x
12.0x
10.0x >4
10.0x 8.8x
gox 80x __ o4
< >
8.0x [t} o
= <>r< = N =
&S i S
6.0x ™ ~ <
4.0x
= >
= > = 0 (0}
2.0x SHIP3 w | ©
0.0x
Q N 9 &) ©
N N N » »
S o S
mmmm Debt/EBITDA  msssm Equity/EBITDA EV/EBITDA

s TT _----‘,Fll
90%

80% k
70% s ‘
60%

50%
40%

30%
20%
- N8 II 11l
0

>§

X

S &
f)9f»°f»°@°f»°@°%°@°%°@°%°@°@°(§/

m<0Ox mOx-bx 5x - 10x 10x - 15x 15x - 30x ™ 30x+

CanterburyConsulting

Private Equity

* U.S. private equity deal multiples have remained
relatively steady since 2015 and have declined the
past two years to 10.9x, which is almost two turns
lower than when deal multiples peaked in 2014.

has driven down dea
GPs have b e
tsto fu

s still remain substantially higher
| averages due to factors including

igh levels of low-priced debt in the private equity
market: The accommodative Fed monetary policy
has resulted in low lending rates, which have been
an instrumental part of private equity transactions.
However, lenders to private equity sponsors have
developed stricter lending standards and are
attaching more loan covenants as a prerequisite to
lending capital to help fund these transactions.

— Increased fundraising activity: The increased dollars
raised and current levels of dry powder have
increased the competition for assets throughout the
private equity markets, sustaining deal multiples at
elevated levels. In Q4 alone, Leonard Green &
Partners, TPG Capital, Brookfield Capital Partners,
and Dyal Capital Partners raised $41.5 billion in
combined commitments.

— Pursuit of higher growth sectors: PE firms have
invested more capital in higher growth sectors, such
as IT and healthcare, which trade at higher multiples.

Source: PitchBook 2019 Annual U.S. PE Breakdown
*2019 figures are through December 31, 2019



Private Equity Fundraising Activity Private Equity

500 468 * 2019 was a record year for both global and
450 435 419 426 415 416 417 37 U.S. PE fundraising. The uptick in capital
op 2400 374 39 366 committed, despite fewer funds raising capital,
S 350 311 332 303 334 is indicative of a Iarger.a geifund size.
T 300 - These larger fund o N unction of
2 242 the growing level of O or private equity
T 20 allocation marein ional investors (i.e.,
bl 200 168 [l 17° pensions, sovereignh wealth funds, insurance
g 150 126 ies, etc.) seek outsized returns and
(_g 100 rsification.
50 efincreased exposure to private equity by
0 § institutional investors has come at the
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019+ expense of the hedge fund industry, which has
m No. of Funds Raising ~ ® Aggregate Capital Targeted ($bn) experiencing net outflows. Traditional hedge
350 funds have been seeking to retain capital by
301 raising their own closed-end private equity
300 funds. Elliot Management has completed
268 268 261 257 buyouts with their subsidiary Evergreen Coast
op 250 241 on IR Capital, including a deal with Veritas, a buyout
= 214 e 202 firm, in the $5.7 billion take-private deal of
© 200 es 8 il 174 Athenahealth. Two Sigma, a quant hedge fund,
2 146 152 raised $1.2 billion for its inaugural PE fund,
150 Sightway Capital.
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Source: PitchBook * as of December 31, 2019
0 Private equity funds include: buyout, growth/expansion,
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019* diversified private equity, mezzanine, secondaries, co-investment,
restructuring/turnaround, venture capital, private debt, energy,
® No. of Funds Raising m Aggregate Capital Raised ($bn) real estate, and fund of funds.
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Global Private Capital: Performance and Dry Powder Private Equity
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Annual Global Private Capital Net
Cash Flow: 2000 to Q1 2019

-400
600 either closing or coming to
et.
-800
o > © A S ™ © A ; ;
LI LTEES PP D PP e N O W As of the end of Q1 2019, private equity dry
s i e e i i S P A R N % o
g powder approached the $1.3 trillion mark.
mmmm Capital Called up ($bn) mmmmm Capital Distributed ($bn) Net Cash Flow ($bn)

— 59% of total dry powder was allocated to
buyout funds, followed by venture (19%)

z 1,400 funds, and growth (17%) funds.
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U.S. Private Equity Deal Activity
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Private Equity

* While deal activity and aggregate deal value
fell short of 2018 levels, the year-over-year dip
is not indicative of a pullback in private equity.
The decrease, in part, re discipline in
capital deployment agers as a
result of the contin

protection and distinct value-add
when sourcing prospective deals. A

tial market downturn sometime in the
coming years may also explain a slowdown in
deal activity, as managers have communicated
that they are currently underwriting multiple
contraction into deals.

4

* Add-ons continue to account for over two-thirds
of all buyout activity in 2019, with PE firms
focusing on the lower middle market as a
source of add-on opportunities.

* Another tactic that PE firms are employing to
offset the elevated entry multiples is the
continued emphasis on operational
improvements, which include but are not
limited to the following: improving IT,
marketing, supply chain, and strategic hires.

Source: PitchBook 2019 Annual U.S. PE Breakdown
*2019 figures are through December 31, 2019



U.S. Private Equity Deal Activity

Share of U.S. PE Deals ($) by Size

U.S. PE Deals ($) by Sector
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Private Equity

58% of total PE deal activity in the U.S. comprised
deals valued between $100 million to $1 billion,
relative to 47% a year ago. This reflects the
growing number of mega funds that are pursuing
opportunities up mar
checks for com

ion,of deal ed at between $500
illion‘are the highest they have
n'since Q4 2015, likely due to the participation
ign wealth funds and public pensions

ing direct deals and co-investments on their
own. In the U.S., there were 121 deals totaling
$67.6 billion where a sovereign wealth fund or
public pension participated in the deal, an example
being the $8.4 billion take-private of railroad
operator Genesee & Wyoming, in which
Singapore’s GIC participated.

The B2B and B2C sectors continue to be attractive
sectors to invest in among PE firms, accounting for
47% of deal value (in dollar terms). This is well
above the 35% share seen a year ago.

The healthcare and IT sectors continue to remain
desired points of entry for many PE firms, and
comprise over one-third of overall deal flow in
20109.

Source: PitchBook 2019 Annual U.S. PE Breakdown
2019 figures are through December 31, 2019



Horizon Performance

3-Year Rolling Pooled IRRs

5-Year Rolling Pooled IRRs
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Private Equity

* The private equity markets have remained
stable over the last several years. Traditional
buyout funds continue to outperform the rest
of the private equity univ er both a
three- and five-year ti he current
private equity marke ors buyout funds
whose po 0 inve nts have benefited
from value-add operational improvements and

deal multiples.

up i
%esult of the Global Financial Crisis (GFC)

estate fund performance struggled
and remained a significant underperformer
until the latter part of 2013 on a trailing basis.
Since then, performance has improved in large
part due to a continued low rate environment
and low levels of defaults.

h
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* Distressed debt strategies, a relative
outperformer during and shortly after the GFC,
have continued to lag the rest of the private
market since 2014. The low rate environment
and lack of distressed opportunities have
driven down returns. Traditional distressed
funds have been incorporating a “deep value”
buyout strategy to offset the lack of any
compelling distressed deals.

Source: PitchBook as of March 31, 2019





